In the Matter of the Application

of PAIR 0LKS IRRIGATION DISTRICT

to Pix the compensation to bde paid

for the water Afstriduting system owxed
by 0. A. ROBZRISON in Felr Osks.

Applicetion No. 2944

grNON w00 ETn
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Prank F.. Atkinson of Elliott
& Atkinson, for Palr Oaka Irrigation
Dis trict.

White, MIller, Needhem and EHarber,
for 0. A. Robertson, Pair QOeks Water
Service.

BY THE COMMISSION.

CEINIOX

This 1s o pfocee&ing Yo £ix and determine the
just compenaazioﬁ %o be paid by Fair Oaks.I::igatibn District
for a certsin water distributing s&stem.which is now being
operated in the County of Sacramento, State of Celifornis
wder. the rame of O. A. Mobertson Pair Deks Water Service. .
Following is a description of the pronerty in-
volved herein which description was submitte¢~by the coungélf

for Fair Osks Irrigetion District and wtility.

411 thet certain water distributing“;
system, togetzer with all pipes, main line
and katerals, valves, water connections, taps,
sad meters of every kind, nature and descrip-
tion; together with all materials, equipment,
tools, and versonal property. wamer rights,
water contracts, privileges asnd other property:
of every kind, nature and description velongizng
thereto and used in conrection with .sald water
pipe system: +together with all rights. of way
acquired and bvelonging to saild system now being
cituated and located in Falr Oaks Tract, Pelr Lo
Oake Townsite, Falr Osks Addition No. One and else~

where iz the County of Sacramento California.
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All of which property iz moTe varticular-

1y deseribed in the Decree oL Foreclosure,

rendered by the Superior Court of the Comnty

of Sacramento, State of Californis, and dated

the 20%th 4day o Cctober, 1916, in the action

entitled, "Sacramento Valley Benk & Trust Com-

Peny, new trustee, vs. American Irrigation Com-

rany, et al™, suit No. 18534, and also described

in that cortain Commissioner's Deed, dsted

Yecember 11lth, 1916, made by F. J. Zolland,

comnigsioner, o 0. A. Robertson and recorded

Janvary 25th, 1917, iz volume 461 of deceds, at

page 204 of the records of Sacramento County..

Hearings were held at Sac*amenzo on September
21, and 22nd 1917 at whilck hearings test;mony wag 1ntro-
duced on behalf oL the Irrigazion Distr;ct the Utility,_an&
the cOmmission 8 Engineers Loxr the purp0°e of establishing
the valne of the distributing system sought to be purchased.-
A further hearing was held In Sen “ranc¢sco at which tima
certain differences as to the. amount of Property involved ‘
- 4in the various laterals as set fbrth by the appraisal of the
COmmission g Engineers and the appraisal of theEngineera '
for the utility, were explaixed and the correct amount 20t
Lorth. At that time counsel for both parties presented their
arguments a8 %o what they considere& a Just snd reayonable
compensation for the property involved. '

0. A. Rovertson Fair Osake Water Service s
engaged in supplying wamer Zor irrigation‘and domestic. .
purposes to the torritory in =nd around Fair Oaks Sacramento
County, california.  The pres enz water syatem how owned |
by the'b. A. Robertson Palr Oaks Water Service is‘a devglopmenx
of a water sy;tem started in 1896 by*the Eowar&-Wilson'Puilishrl
ing COm@any of Chicago wbich company‘was the owner ox
' nractically all of tho lands which are within the boundar

of Eatr Oaka Irrigation District. As a colon;zation yroject

the Eoward-Wileon ?ubliehing Company owned bvoth the 1and in-,




volved and the water for the irrigation of said la.nd.‘.."_ Cez‘-

tain testimony was of Iered in this procoeding which tenaed

to show ‘cha't the purchasers of 't:he land from the Howard-— o
Wilseon Publishing Compa.ny not oxnly paid a price whicb. in-
cluded = sui‘.ficient .,um 'to Pay for the 1rrigation system, its
pipe lines and. 1aterals, but also that 'there had been a
direct representation on the part of the Eowara-wuson Com—
Pany that 't;bis water system and 1ts water :.-ights were ‘t:ho ‘
prope*"y of 'the colonis‘ts. This line of testimony was mtro-‘ '
dnced for the purpose of showing a0 oquity on the pa:-’c of 'the
present . land owners in the system.  No claim is. ma.de vho't 'tb.e
owners of the land have any 1egal title in ‘che vtility pro- |
perty.-f In f.sc't the applica.'cion of the Irrigation District
recite° tb.at the watexr distribu.ting syatem g now owneo.

by 0. 4. ‘Robcrtson., | ,

I‘c i3 unnecessa.ry to recite the his'cory of 'this
Irrigation System in eny great de‘t:ail. It 18 sufﬁcient 10
s4y That from 1896 domn to 1916 the property end the. Ir-
rigation thereof were ha.ndled through *-arioua salea agen'ts and
succe°sors o*’ Eowa.rd—Wilson Company ancl that :Einally for 8
non-payment o:’. ke intorest on certa.in outstanding Yonds Zor
which the di.;‘cmbu'ting gystem stood as secv::ity, 0. A.. Robert-
son representing certa.n 'bond.holders pu:rchased thie system
in 1916, e.t a sele on Zoreclosure and has ever since and now
1s tke ownor thereof. Thé. coat of tb.is syaten 1o 0. A Robe:r‘b-,r
son at. 't:he Zoreclosure sale s -&57 5’7‘1..4’7 Thie pur‘chase
price was contribdunted by the owners oL $62 000. OO worth of
bonds. meatimony wes adducec‘. by cou:nscsl J.or 'ohe Irrigation
District showing this original coﬂ; to the pre@ent owners which .

fact mus t be gs.ven some con...ia.era‘tion in determining wb.a.t
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would constitufe & Just compensation for that,property,
ut seriouns consideration camnot be givexn to The proposition
that the price paid for property at a forced sale ohonld
deternine the velue 0* that nroporty or tthe *nst componsar.
tion to bo paild to the owner thereof.

In additioz 4o trze vestimony offored by the _
Irragation District upon the ques«ion ol eqnitable matters:

Y0 ve taken an vo consideration and the original. coet +0 the
weility, an appraiaal was presented by Stephen E. Kieffer

any nnganeer called as witnese Lor the District. This-inr |
ventory was basodrupon‘the originai coét,as far a3 possiblo and
weere toese costs were wnawiflable s reproduotion.coat new.
wes the basis ;sf the sppralssl. In sddition %o the
valuation wpon these theories, . xioffor also testified that
in his opiaion the actusl velue of the system o the Falr Onks
Irrigation Districv was less than the appraised value for “the
rosson that somo-of the pipes of the pro°ent system must. bhe .
removed and replacea in oxder that the property bought nay
: render e*zicient service 10 the Irrigation District. This
80 called actual valne to the Irrigation District was ’ixod by
hin at $60, 993.00. |

App:aisala;of-the PTOPErIy wWere also presented at tne
. hearings by Geo. S. Nickerson and Albert Given, enginoers,,reij
presenting o.rA._Robertaon and by Milo H. Brinkloy, ono o£ the
Commission's Eyaranlic Eugincers. A summary of these ap- |

‘pralsels 1s as follows:

Reprodnction Reproduction -Cost .
Cont Lesa'Dgpreoiation_

Niekerson ' $140,645.00 $89,329.00
Kieffer ‘ T - - 72,477.00
Commission S Engineera ! 127,890.00" 73_48}.901;‘




In & subzequent estimate, corrections wore made to
Nickerson's estimate, raising ale fLigure for Reproduetion
Cogt less Depreciation to 41:90,673.00. Corrections to XieZfer's
estimate made his figure $73,293.00. Nickersorn included in
bisappraisal an estimate for right o;f way, amoun‘t;ing to $4,551.00,
no estimate having been made for right of way by the other
engineers. This right of way estimate not only included land

tarough private property, but also in the public hiQhwayQ‘it

being contended that values for right of way in the highway
should be included, since the property owmers owned to thev
center of the highway, tke pudblic highway being im tae mature
o2 aneaéement,-mhe':ighf of tae company to lay pipeflines7~‘
on the property and on tkhe highwaj is en easement aﬁa not owner-~
ship in fee. The owner of the'land continnes to use the sur-
face of the'soii as before. It anpear@ o be ineqnitable to
basge the vaxne of snch right of wey on the value of. adjoining
lands, since the comnany does not own the snrface o* “the soil
which determixes the value of te land for agricnltnral nse &nd
asi&e from evidence on the question of value for agricultnral
puxposes 00 evidence was presented which mey be nsed to deter-,‘
mine  the value of these right° of way. We will however give |
some consideration o this, right wh;ch has some value in
determining s jnnt and reasonable compensaxion Yo be paid :or
the property herein involved.

In addition to the ddfLerence on the qnestien
of rights of way & difference hag erisen baween Mr.. Nickerson
and Mr Brinkley s fignres in that Mr. Nickerson allowea an'l
over-head of 15% a3 ageinst 13% allowed by Mx. Brinkley andn"
'8lso in that ‘Mr. Nickerson has allowed a 1onger L1ife to‘thef'
main pipe of the systen and has included n 1arger nnmber of
fittings,than-has Mr. Brinkley. The inclusion of these fittings
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in Mr. Nﬁ.clcerson"-s report was due to tb.e.revis’e& inventory made
b7 agents of the uillity with which Mr. Brinkley had not nad
a.ccess.: In addition to the est:!.mate o MJ: Nic;cerson. he
included 2 1ist of personal property which amounted to #1, 017.00
t0 vmich amount was sdded the sum of $541.00 for pipe 11ne., .
In the order ‘sccompanying this opinion we shell bace owr
findingo on the valve of the ey@tem exclugive of pe.r:eona:l. Pro~
rerty. 3By personal :_oz'oPe:rty we mean the property owned by-\
the - u‘tility which is 10t used directly for conveying wa.ter
which consists. of stock on hand such a3 plrpe, neters, va.lves, .
fi'bti’ngs and a._ccessories and, miscellaneous‘ tools. This is
done at the suggestion of the parties because there will e
prior to the 'teking 'ever 0L the pze berty Ibty the' Ifriéation :bie-\‘
triot certalin add.itiona or deductions :Erom the list ei |
personal property a3 presented by the Engineer for 'che Utility.
| Dhe smmusl reports of this WHility show thw Do
net earnings bave re'-'ul'ced from 11:3 operation and 'before the
rate increase gra.nted teo it in 1916, '&he opersting expensea
were g.'ea.tezf 'than the revenue. During 1916 all o£ 'the
earnings above oyere:bing expenses were 1o g0 back .x.n“;o 'the systen
in ef:cord.anee wi'th 'che oxrder of the ¢ommﬂ.seion in- 'bha't ra’oe
case. Notwithetan&mg various additions a.nd bette:rments to
the property, the deprecia.tion hes 'been auch 'chat ':7:1«:~ Talmtion
oL the ;oro;perty 'by the Commission'e Ingineers in 191';' "éva.s |
lese than 'che one in 1916. The utility bss always ’been and.
now is a 1ia.bility ra.thcr than an a..,se't upon its ovmere when
viewed from an ea:ming °tandpoint. In the decision of thisf‘l
_ Conmis ion in the applica:tion oL the City of Loz .Angelea to

dete:mine the compensa‘t:ion to be pald to Southern cali..ornia .

Edison‘Compa.py-for its elect:jic dis'tri‘bu ing sye-'t:em, the COm-

rdssion says:

""Asvwe road the authorities, they
show conclusively that although the capitalim~
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‘ation of net esxings is improper in the
determination of the Just compensation to
be paid, Courts and Commissions which '
are caarged with the dutry of fixing

and determining the Just compensation

to be paid. in emirent domain proceedings,
must consider the net earnings of the
property however taken and must give to
this factor the weight o which ‘they

may £iné it Lairly to dve entitled.

After quoting from various authorities they

‘zurther‘aay;u

I -

"We comclude from the foregoing
anthorities that while 1t is not proper
in this proceeding %o capitelize the
net ‘earninge of the Edison Company
from the property to be taken, 1t is .
nevertheless our duty to give consider-
ation to the Company's earnings from such
Property and to give to %this element
the welght to whickh 1n ouwr opinion sfter
a careful review of the evideunce, it is

- entitled.m ' Coe

.

| In sccordamce with that decision some considerstion
will ve given té the.net.eaznings oL the umility in_fhis“dase
8s will be given to rights of wey sud %o the cost of the
Physicsl strucfures.4 This«property, however, 45 %0 dbe acqu;rod
as a'whole and theifxndins gn‘thé'queetion,of'valné in thig
proceédiﬁg,mnSt:be & finding of the value of thevyropertiesf )
Andhrights,as‘an wit. The necessity of making.thisvsingler?"
nltiﬁatevfindiné'éf velue i not only prescribed,by Section -

47 of the Public Utilitles het, out ié\alsoJiﬁ gccordancefﬁ;th

‘ the‘décisiqﬁs élsewhexe; 4s was sai&;in the Cese of Brunawick B

and Topshsm Water District v. Meine Weer Comvany, 99 Me. 377,

 "Tnere i oxly ome value. It i the
value of the structure 23 being used.™

A3 was sald in e similor sitwation by this Commissiom'im
© the matter of the Application of Maris Muafcipsl Water District

-
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for am. order of the Rallrosd Commission detorminingtho Jnst comp
ponsaxion to be paid to Marin Water snd Power Company for 4its |
lands, n*oporty and, rights. '

- "It must be perfeotly oevident, however, thut
Property such as that owned by the water company
In this Proceeding does not have a merket value, °
in the ususl sense in which toose words are used.
1% 13 not bought and sold onm the market like a
dushel of whea®, dut iz a Property devoted to a
particnlar use and subject only to OccasioneI sale™.

With all these considerationﬂ in mind the COmmission
- must now find waat in its opinion is a Jnst and reasonable ooms

pensation to be paid ‘or the property.

| PATRI. 0AXS mroirxozv DISTRICY, sn irrigation system,
~ incorporeted under the laws of %he State of Califonnia.

haring filed with the Railroad Cormission e peti tion setting forth

the intention of said irrigstion diotriom ‘o, aoquiro under -
oS /’N R ot j’ IW
eminenx domsin’ proceedings or othorwiso the propertios of. the .

| ,'

0. A. Robertson Water Service a public: utility operating
within the - bonndaries oi said irrigation district and asking

the Railroad Commission to fix an& dotormine s jnst componsation

to be paid to 0. A. Robertson ag ownor of said Qe Ao Qobertson
Weter Servicé theroof |

A public hearing havinb veen hold and Fair Qaks

Irrigation District and 0. A. Robertson haring beon aooorded fall
opportunity to present snoh evidence as they may desiro to svb-

mit and each of said narties haring presentod zuch evidenoe and

the Rallroad Commission of the State o“ California being rully
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apprised in the premiges, “ . 7

TEZ'RAIEROAD COMMISSION EE?EBY PIMDS AS A PACT -
that the just.compensatiqn 0 be pald by Falr Qaks Irrigation
District to0 0. A. Roberteon 2or all the said company's water
d;stributing system as aroresaid. Z& the swm of “ge2, SO0.00
Sald propcrty for Which said compensamion 1s nereby fixed |
as Just and reasonable i° deseribed in the opinion preceding
this finding and excepting therefrom the personal property as

horein above set *orth.

By order cf?the Rellrosd Commission.'

Daxed at aan Franclsco, California this 27th

day kit February 1918. _'
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