
Deoision No. 8l45. 

BElI'ORE THE RAILROAD COMMISSION OF TEE STATE 0]' CALIFOmIA. 

--000--

In the Katter of the Application o"! } 
James A. Marray. Wm. G. Renshaw and ) 
Ed. Fletcher. oopartners. do1ng bus- } 
inesB under the name and style o"! ) 
the C'aJ'amaca Water Company. "!or an ) 
order authorizing.·aDd perm1tt1I1g an ) 
increase 121 the rentals. tolls and ) 
charges "!or water :tcrll1shed by tb.em. ) 
and servioe rendered by them in tur- ) 
nishing water in the County of San ) 
Diego. ) 

In the Matter ~t the Applioation ot ) 
James A. 1la.rray,. lrm. G. Renshaw and ) 
Ed. rletoher,. doing business 'lmder ) 
the firm name and style of the CUy- ) 
emaca Water Company,. for an order ) 
authorizing and permitting them to ) 
place a surcharge upon their presen t ) 
rentals. tolls and charges for water ) 
tarnished by them. suoh suroharge be-) 
ing neoessary on aooount of the in- ) 
creased coat ot operat1o~. ) 

Robert Ross. at al... } 
Complainant. ) 

) 
vs. ) 

) 
James A. lla.rray, et al... ) 

DefendaIrts. ) ..................................... ) 

Application No. 4515. 

Applioation No. 46~0. 

Case No. l2~2. 

Ed Fletcher,. C. C. Crouc~ A. R. Sweet. R. A. '!ncell 
and B. A. Etcheverry for Applicant. 

Jesse George and C. S. Preston for various con-
sumers in El Cajon Vall~. 

Marous W. Roberts for consumers in El Cajon. 

w. C. Earle and S. J. Higgins for City o"! san Diego. 

Jesse George,. C. S. Preston and D. F. Glidden for 
oonsumers in Granada,. Xens1ngton Park and 
Normal Heights. 

J. C. Scott for.La ~e8a Mntual Water Com~. 

J. R. Halle,. a:c.d Haines & Haines for Lemon Grove 
:Mutual Water Comps.:cs. . 

Haines & Raines and George Russell tor Fairmont 
Water Comps.ny. 
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ArtlJ:cr T. ?rench for the CIty of East San Diego. 

Joim G. M1 tts for :Marlett lTa.tuaJ. water Co:mpanyoo 

James E. O'Keefe for the CIty of La Mesa. 

J. Moo C. Warren for Helix llutual water Co~ .. 

D. G. Gordon, E .. D. Noble, F. :I. Lea, H. A.. Msrshall. 
Wm. SteI1berg, o. D. WIlhite, E. W. Koyer and 
F. D. Waite, 1n proprIa persona. 

~IN, CommissIoner. 

The above entItled proceedings, whioh were consolidated 

for hearing and dec1s10n, involve the rates, rules, regulatIons, and 

practices of and serv1ce rendered by James A. Marray, William G. 

Henshe.w and Ed Fletcher • who operate a publIc utIl1t,- water s1Stem 

in San :Diego County. under the f1ct1 t10us name and style of CUyamaca 

Water Company, and by which name it 1s hereinafter sometimes desig-
nated and referred to. 

In A:pplieation lio. 45l5, a:pplioants allege in effeot that 

the income derived from the ~re8ent rates, which were authorized by 

:DeCision No. 4058 of this COmmiss1on and became effect1ve in ~r11, 

191~, is insufficient to pay the coats of ~tenenoe and operatIon, 

and a sufficient increase 1s~asked to not only cover these ooets but 

also to yield a reasonable return upon the investment and provide 
for depreciation. 

Proteste to the granting of this applIcatIon or the es-

tabliShment of increased rates. were made by man,- of applIcant's co%!.-

B'tlmers.. A large :z:rrunber based their protests upon the grounds that 

they were in possession of certs.:1n contracts executed by and between 

themselves and the San Diego Fl'tUD.e Company t the ;predec,ssor of the 

Cuyamaca Water Company, over which contracte these ;protestants claim 

the Railroad CommiSSion has no j~isd1c~1on as to rates. Other ;pro-

tests were made on the bas1s that the Compe.1JJ' serves water to con-

-2-



sucers other th~ contract holders, much in excess of the safe yield 
of the z7stem. Sti~~ ~other protezt wea urged upon tho grounds 

that certain find~gs a:ld rates set forth in tho nb·ove mentioned 

decision (DeciSion No. 4058), are unjust, unreasonable and d1scr1m~ 

inator~. 

In Ap~lication No., 4670, ~smeca ~ater Company asked for 

an order authorizing and establishing a s~charge, said surcharge 

to be nddod to tho rates then in e~~oct ~end1llg the Commission's 

Decision 1n Ap:pliee.tioll Zio. 4515 herein, it being a.lleged that d.ue, 

to greatly incroased costs of lebor and material, such a surc~ge 
was necessary to cover the incrcase~ cost of operation. This ~p11-

cation was f1lea June 12, 1919 r and a public hearing v~s held in 
on 

Sen Diego/JUly 22, 1919, at w~ich applicant stated that in addition 

to asking for ~ increase d~e to the increased cost o~ labor and 

material, it desired a surcharge to ~eet &n e~ergency expenditure 

necossita.ted by the roconstruction o:f its so-caJ.lee. E1 !..:onte :pump-

ing plant, the reconstruction of which, it was alleged, was necessary 

in order to deliver ~ ade~ate snpply of water tor irrigation pur-

poses during the irrigation season of 1919. All phasee of the 

ai tuo.t1on were gone into at the hearing and. the matter was submitted. 

On ~ugust ~. 1919, the Commission issued itsorder, DeCision No. 6548, 

in this 'ma~tort ~uthorizing a surcharge of 2 cents per 100 cubic feet 

in addition to t~e rat0~ tcor0tofo~0 col~octed, to apply to all meter 

rc&cl1ngs subsequent to the date of tho order end rel:la.1n eUeet1ve 

until January 1. 1920. 

Petitions :or a rehearing in this ~tter were s~bsequently 

tiled in behalf ot various consumers, and. the question presented. brein 

with reference to application 4670 is whether or not a rehearing shoUld 

be grDJ'lted. 
~~O complaint in Case Ao. 1272 is directed ~ga1nBt the 

rates tor water charged domestic con~ers in Normal Heights and 

KenSington Park, alleging in effect t~a.t said rates are excessive, 
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unjust, unrGasonable and difJcr1m1M.tory. and aleo that the water :tc.r-

niGhed eOllS'tllllers in these districts has been at times ~0uJ., impure 

and unfit for use. 

Ptl.blic hearings 1n the matters of Application No. 451.5 and 

Case No. J.272, and argcments on peti tion ~or rehearing of Application 

.No. 4670 were held ill San Diego on January 21. 22. 23 and 24, and 

Febro.e.ry 24, 25, 26 and 27. 1920. Subsequently briefs were f11ed, in 

aocordanoe With stip't7J.ation at the hearing, and the me. tter i8 now 

ready for decis10n. 

App11cants herein have been before this Commission many 

times in ve.r10~ formal and 1n:formal proceedings relating to rates, 

ade q'llaoy of servioe, available water supply, transfer ~ em 01. ~%lCy of 

management and other matters. One of the first proceed1xlgs before 

th1s Commission was in 1912 and 1913. in Applioat10n No. ll.S, In the 

Matter of the Applica tion o~ James A. Murra.y and Ed Fletcher for an 

ord.er authorizing and permitting an increase in the rentaJ.e, tolls 

and oharges for water furmahed by them and service rendered by them 

in fc.rnishing water in the County of San Diego. State of Cal1fOrnia, 

(Vol. 2. P.464 , Opiniomand Orders of the :Ra1lroad CommisB1on o~ 

California.) This Commission in its Decision NO. 536, decided that 

applicant herein was operating a public ut1lity water company, sub-

ject to.the jurisdiotion of this Commission, and established a 

schedUle ot· rates whioh have been in effeot, except as subsequently 

modified by this ColtIll1ssion" until this time. 
'. 

In the var ious other prooeedings wb10h have been before 

this'Commission, practically every phase of the operation of this Com-

pany has been investigated. 

The folloWing is a list of these prooeedings, indicating 

the nature of each: 
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Case !io. 304 -- Action brought in regard to service. 
~c181on 1881e~ JsnU8r1 8. 19l3. 
Deoision No. 400. 

A:pp. No. 118 - Involving Rates and Servioe. 
Decisions is~ed August 26. 1912. March 26. 1913. 

July 1. 1913 and J"tme 26. 1915 .• 
~o1sions Nos. 193. 536. 764 and 2529. respectively • 

.AJ>p. No. 756 -- Involving rates. 
Deoision iSSled Deoember 3l. 19l3. 
Decision No. 1186. 

Case No. 631 -- Commission's Investigation--Who1esale Rates. 
Deoision 1ssned Augtl.st 18. 1914. 
Decision No. 1738. 

Case No. 716 -- Action brought 1n regard to rates. 
Deois1on iss:: ed J'a:c.e 26. 1915. 
~oision No. 2528. 

Case No. 724 -- Action brought 1n regard to service. 
D801s1on l!SUSa JUno ~9 •. ~t.U, 
Doo1e1on Eo. 2526. 

App. No. 1231 .... Invo 1 'V1llg rates. 
Decis10DB issued ~e 26. 1915. Au~st 4. 1915 

a.::td JszJ.:a.fJZ' ~ u. ~ 9~ 7 • 
Decisions Nos. 2525. 26'71 ana. 4058, l"espect1WJly. 

CSBO No. lOl~ -~ Action brought ~n r&gard to 8erv~oe. 
. Decision iSS1ed A~r11 2'. 1917. 

Deoision No. 4274. 

App.'No. 1130 -- Involving sale and issuance of securities. 
Decision 1sstted June 24. 1914. 
Deoision no. ~OO9. 

App. No. l4.32 -- Ve.l.ua.tion tor ae.l.e to :Dist:r1ct. 
:Decisions is~ed June 26. J.915 and Auga.et 4. ~91.5. 
J)ecis1oll Noe. 2531 and 2669. respeot1vel1. 

App. No. 1482 -- VaJ.uat1on tor SaJ.e to C1 ty 0'£ San .Diego. 
:Deo1eione issued J'tUle 26. 19l5. aDd.A'Ugtlet 4, 1915. 
~cisionB Nos. 2527 and 2670. respectively. 

A~~. No. 2759 -- For permission to renew notes. 
:Decision issued March 21. 1917. 
~oi8ion Bo. 4~95. 

App. No. 2893 -- To mortgate property. 
Deoision is~ed March 22. 1918. 
Decision No. 5222. 

Case No. 1057 -- Action bronght in regard to inadequate service. 
DeciS10n issued FebrtlB.X7 25. 1919. 
DeciSion No. 6142. 

Case No. 1280 - Action brought in regard to service. 
Decis10n 16Sled May 9, 1919. 
DeCiSion :No. 6305. 
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Reference is made to these proceedings. which by stipulation 

were made a part of the record herein. for a discussion of the various 

phases of the operation of this utility. its history. and tor a de-

scription of its pl8ll.t. The record in Ap:pllcat1on Ire. US. supra. is 
especially comple"te With respect to the company's history. its con-

tractual relations with its con~ers. and tnformation relating to ~e 

dedication of its water supply to public use. It is therefore unneces-

sary to aga~ discuss the ~estion of the j~isd1ction o~ this COmmis-

Sion and other historical aDd descriptive fea~es. 

In 'View of the fact. llowever. tha.t representat1ves of some 

of the consumers questioned the jurisdiet10n of this COmmiss10n in 

these matters. it appears advisable to pOint out that the applicants 

herein have heretofore been before the Commiss1on in some seventeen 

formal proceedings aDd a mnch larger number of informal procee,dinge. 

As far back 88 1913 this Co~ssion 1n ita Decision No. 536. ~ 

Application No. 118. supra. established rates to be oharged by appli-

cants for water delivered to their cons~ers. Again in 1917. appli-

cants herein applied for an increase in rates. which was granted by 
this Comc1ssion in its Decision No. 4058. In the Matter of the 

Application of James I.. Mtlrray and Ed Fletcher for an Order fixing 

rates to be oharged and collected for water furnished and to be fUrn-

ished by them, a.nd. service rendered by theI:l in fUrn1ah1ng water, and 

in f'urnisJ:l1nS, oarrying and conveyil:l5 water in the C01ll:l.ty o1! San Dieso '-

Sta.to of Cal;~o:rnia.. (Application rOe 1231) (Vol. 12. p~ 367.Op1n1ons 

and Orders of the Railroad Co':ml1ssion 'Of California.) 
The seve:z::tteen fOX'lnal proceedings above referred to. may be 

classified as follows: 

Proceedings involving service ••••••••••••••••• 5' 
Proceedings involVing rates ••••••••••••••••••• 6 
Procoedings involving issuance of notes, 

stocks or sec'arities ••••••••••••••••••••••• 3 
Proceedings involVing valuation for eon-

demnation purposes ••••••••••••••••••••••••• 2 
Applications withdrawn at request of Company ••• ~ 

Total - - - - - - - - - -' 17 
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In none of these proceedings hereto~ore had haa the juris-

diotion ot this Commission been ~est1oned. except in Application 

No. 118. s~pra. decided March 28. 1913. in which prooeeding no peti-

tion for rehearing was filed by e1 thor applioants or oonsa.mers. 

One of the two prooeedings above mentioned 1~01~g val-

uation for condemnation purposes. was filed by the La Mesa. Lemon 

Grove and Spring Valley Irrigation District. which embraced some of 

the lands now served b~ applicants. 

During the seven-year period sinoe the 18~ance of thiS 

COmmission's first deoision establiShing rates for this s1st~. the 

ov~ers have expended approxicately five hundred thousand dollars for 

improvements and additions. Applicant,B herein. With a lclowledge ot 

the faot that this Commise1on had found that they were operating a8 

a publio utility expended this large swn of money for additiol:l8 am 

betterments. and d.uring the period while this money was beiJlg expended. 

the oons'Cmers ot this system, wi tb. knowledge of the proceedings before 

this Commission aM the eXpenditure of money by applicants. did not 

assert their rights ot appeal fr01:l the COmmiSSiOl1 t S ordera snd. indeed, 

tn all exoept one prooeeding, did not even file application tor re-

hearing with this COmmissiOn. 

In regard to the rehearing in Applioation No. 4670. the 

evidence shows the.t an emergency water shortage did oocur wll1ch re-

quired the rehabilitation ot the El Monte pumping plBnt and 1ts oper-

ation at the cost of a considerable S"Om to the oomp8XI.Y. Ftlrthermore. 

as shown by the order herein. applicant is anti tled to a materiaJ..ly 

increased rate, at least partially neces8itated by largely inoreased 

costs of operation. 

It is clear. af'ter a oonsideration of the evidenoe. tbat the 

granting of the emergellCy sarcharge established in DeciB10n No. 6548. 

in Application No. 4670. was just. and the &:ppl1cat1on for rehearing 

will therefore be denied. 

The proceedings herein involve not alone the rates ~d 
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oharges of this oompany. but also the adeqa,aoy of service. the dil1-

water suppJ.y to :induce the deveJ.opment o~ the teXT1tor~ served by 1"t .. 

the economic advisability of the constro.ction of some of its exist:lng 
1mpound1zzg reservoirs and the cOIlStro.ct1011 o~ add1t1ollBl. impounding 

reservoirs to doveJ.op a.nd melee av.e.1J.abJ.e 'the entu-e water sa.pPJ.lr oJ.e.1:med 

b~ a.pplicant .. 

The estab11Shment o~ a rate sChedule ~or applicant requires 

that a study be made o~ the value o~ the. service rendered to the con-

sumers, end the abi11t1 of the consc.mers to :P~ the rates established, 

in addition to analyz~ cost of operatioll, the depreciation o~ the 

plant, and interest return. 

It was' contended. by representatives of some groups of con-

S1lmera that the service rendered by app1.1ce.nt W8.8 inadequate end 1n some 

oases intermittent. that proper oare had not been taken by applicant to 

mamte.1n its system ill effioient operating cond1 tion, and that there-

fore operat1llg costs were 'tlllduly high and more than sbould be borne by 

the coneamers. 

The C~a Water Company de11vers water ~or domestic and. 

irrigation purposes to a territory comprising the El Cajon Valley. the 

Lemon Grove, Spring Valley and La Mesa Districts. a portion o~ the City 

of East San Diego and the Normal Heights and Kensington Park districts 

lying immediately east o:f the City of San Diego. The district -served 

is very sparsely settled, requiring a very large investment in the dis-

tribution system :for each COnstm1e%'. The principal crops :produced on the 

area irrigated are lemons. oranges s.nd vegetables. Applicant delivers 

water to some 850 consnmera for domestio and irrigation purposes. The 

area inige.ted is a:pprOxime.t&ly 3300 aores. To del.iver water to tllj,a 

compe.:rat1vely small n'tmlber of eonS'OJllers and small 1n1 gated area. re-

quires the inst8J.lation o~ nearly 50 m1les of pipe lines and 33 mi1.es • 
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ot fl:tUIle. 

The Sa.n. Diego River. from wbich a:p:p~1cant obtains its water. 

ordinar1~ has a conside:re.'ble flow 1n the ra1XlY season. aDd practic-

ally none during the ~er Season. It is therefore necessary for 

applioant to 1mpotmd the ava.11able water supply d"Ql"1ng the rainy sea-

son, hold it in storage unt11 ~er. and then transmit it to the oon-

sumer. In order to do this it hB.s been necessary to construct two large 

impounding reservoirs. h&v1ng a eom·oilled capac1 ty o~ e:pprox1mately 

19.000 aore feet. W1 th a wooden transmission fl'Dme some 33 miles in 

length. and e. distribution system approx1ma.tely SO miles long, as 

stated above. The C'.1striet served has developed very gradually. a:od 

it appears w111 eontinueto develop provided. a wa'ter supply can be 0·0-

tamed at reasonable expense. A eOr::lparat1vely l.a.rge erea o~ J..e:o.d suit-

able for oul tivation: is still available 'tUlder this system. If this 

land. 1s utilized, water consumpt1on would be 1ncreased., Wi tb. a conse-

quent inorease in revenue. 

It has been 'Crged by certain of the oonsumers ap:pea.ril:lg at the 

hearing herein that the eomp~ has been lax in proceeding wi t.b. the de-

velopment Of its water BUllply aDd. 1:c. its efforts to obtain new oonsum-

ers. It 1s contended that if applicant had dil1gently proceeded to 

develop 1 ts 'business, tbe res"al.taxrt use of water would haTe been ~­

f1cie:c:t to produce to the eo:mpan;r a fa1rreturn upon 1 ts inTestment at 

the present or even lower rates. 

The Commission's engineers submitted an estimate of the cost 

of creating additional storage GUfficient to develo~ ~e water supply 

of the San Diego ;Rj:ver to its se.fe yield. Th1s est1me.te shows that the 

water thus developed woU1d cost approx1mately 4t cents per ~OO cab1c 

feet. This cost does not include the eost of operating the s~etem or 

8llY cost of transmi ~t1ng am delivering the water to eons'tlmers. 

Some of the eons'Olllers contend that 1t 1s economicsJ.ly im-

~ossible for them to pay a rate 1n excess of the present rate of 2t 
cents :per 100 cubic feet f<xr." irrigat10n. If this eontention be correct, 
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olear11 it would be ecoDOmiC8l.11 unsound on the part o:f 8Jl1 inTestor 

to expend the mone1 neceesary to construct an addit1ona~ reeervoir. 

Sa:te 11&14 studies ot the San Diego River indicate that even With tb1e . 

improvement the system could not be depended upon to sttpp11 water tor 

the irrigation of mo~e than ~.OOO acres. 

A csre~l analysis of the evidenoe submitted shows that if 

present rates are continued in efieot and that it the oompS:IlS prooeeded 

Wi th the construction of addi t10nal impound.1ng f8oc111 ties, 1 t wottld 

lose money upon each additional acre which it served. It could not hope 

to make the construction of these additional impounding facilities oom-

Xn.aeXlll:r.oh as a l.erge area o:! l.and :1neJ.uded ~th1n the d1atri(tt 

served "01 applioant could be made highll' producti va if an adeqa.atewst er 
supply were ava:Llable, thus ma.ter1e.lly increasing the e.gr1C'\7J.t-ara~ proe-

perity o~ Sm:l Diego CO"all.ty. all additionsJ. water 8'tt.Pp11es ehou;Ld be 

utilized. Suoh development will not alone ellllance the value of the 181d 

of the present consumers under tbis system and add to the weal.th of the 

oommuni ty. but w1l.J. also ere&te & me.rket for the commodity w:b:1 ell tbis 

utility delivers. 

It is apparent, however, that to attract money for the neoes-

S&:I:7 impo-and1llg facilities, the investor must be assured ot a reason-

able interest return. To attract this neoesS8r1 capital, those bene- . 

:fitted by this add1t1o=.al water setpply and conseqa.ent development, must 

pay an adequate rate to yield the necessary return. It is obvious that 

had CUysmaca water Company heretofore developed its water resouxees to -
their oapsc1t,., the resUl.tSlIt use ot water a:ad the cOllsequeIIt income 

woUld haTe been in8tZ.:f:ficient to nola. to t:be company a te.1r re~ UpQl1 

its additional investment at the rates heretofore in effect. 

It was also conteIlded b:v representatives o:t certa.:1ll OOll8tlJJlers 

that the wooden :fl'Cme which transmits the water from the diversion dam 

-10-



to Ea.caJ.yptus Reservoir is very old and should be immediately replaced 

by some permanent type of cOIlStra.ct1on. The economic adT1sabil1ty o-r 

cont1nu1zlg this flume in operation or repla.elllg it by a more permanec. t 

type of construction was discussed ill a report by Mr. C. I. Rhodes. ODe 

of the hydraUlic engineers of this Commission. wlnoh was presented at 

the hearing and marked "Commission's :E:xh1bit :No. A 2." In this re:port 

Mr. :Rhod.es estimat.es tbat it would cost approXimately $850.000 to re-

place the present wooden :C:oIlle with e. concrete fiume. and $1.400.000 

to replaoe it Wi th concrete pipe. The total annual charges. including 

operation. dopreciation. and interest at 8 per cent. upon the value ar 
each of these types of constrt:.ct10::l. show that the cost of contiDlling 

the present flume 1IL operation is far less then tb.e.t ot either of the 

other two t1Pes of construction. evan though the cost ot matnteDanoe 

be much higher. However. the records of the company show that there i8 

a material loss of water in transmission which wouJ.d be at least par-

tiall1 conserved if a concrete flume or pipe line were con~cted • 
.A:fter caref'lll.ly considering the evidence it appears economic-

ally a.dvisable to oonti:rm.e the p~esent flume in operation. with such 

repairs as are necessary. The cond1 tion of the fJ:wne however is sueh 

that either very exte:as1ve reps.1rs must be made in the very near fo.ture. 

or a comprehensive program for its grad.ual repla.cement ma.st be illaug-

urated. ~::c.e latter eO'Orse of prooedure a.ppears far more des:1rable. and, 

I shall recommend thnt the :f11iDS of such a. progra.m be me.de e. conQi tion 

to the establisbment o~ rates. 
N'tU:leroua compleints of service in the Norme.l Heights e.:a.d 

KenSington Park tracts were ma.de e.t the haaring. The record sl:lOwe that 

appli~t has not exercised s~~icient oare in operating the distr1bu--

t10n system in these tracts to prevent the acenmulation of objection-

able sediment. Frequent investigations should be made in these tra.cts. 

and when it becomes neoesse.r~ the ma.ma should be flushed UtltU the 

objectiona.ble cond1t1oDS are racoved. 

The Co~saionfe engineers made 8ll exha.ustive ~estigation 
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of the company's books an~ records, an~ co~11ed a report showing 

capital expenditures ~O~ ~e ~ate of purchese by this co~~ to Sep-

temoer 30, 1919. T"Ais report soows a net ca.pital investment of $886.877. 

Applicant's Exhibit A-Z sets out that its capital expenditures to DeC-

ember 31, 1919. were $825,193. ~Ae apparent discrepancy between these 

two a.rount~ is prohaluy due to the omission by applicant in 1 ts ex-

:o.ib1 t Of certain items of capital expend1 tue which it should have in-

cluded, such as various ~s wnich were entered in its records as main-

tenance and operation expenses. Lpplicant also presented in its ~bit 

A-2 an appraisement of its system as of December 31, 1919, which showe 

a. reprod.uction cost with overhea.d of $3,32.'5,357, a. repr'oduct1on cost 

less depreciation of $2,604,167, end a reproduction cost less deprecia-

tion and deferred maintenence of $2,459,567. This includes the sum of 

$333,402 for real estate and $920,000 for wcter rights. It is unneces-

sary for tho purpose of this proceeding to discuss further these ~s 

or to make a finding of tllo value of the system because of the fact, as 

set out later herein, t~a.t a rate established ~~ich would yield interest 

upon these S'tlmS wo~cl be so high as to be unfair to the consumers, and. 

greater than the service is reasoneoly worth. 

A carefUl sne.lysis ot the expenses heretofore incurred by 

a.pplicant in ma.1:ltaini!l.g and oporc.ting its system was made by the 

COmmission's engineers, and ba.sed. Ul'lon this snaJ.ysi s a.nd th ~ knowledge 

of cost of o~erating other s1m11er systems, they presented. an estimate 

of ~robnble tnture operating expenses. The following tabulation 

shows the operating expenses for the period July 1st, 1915, to ~ecec­

bar 31, 1919, and. also e3t1mate~ operating expenses for 1920, as set 

out in exhibits. 

JUly 1, 1915: · : :jan.i,1919. :whoie Estimated · to : 1916 : 1917 1918 . to I · of · for - . . . 
Dec.31.1915 · · ;SeEt.30.1919:1919 · 1920 · • · Cocp- · · . . · · 

$25,060 · $80,866.; $55,926.;$64.960; $61,912 $a8, '779. ; ~~'78. 612 tJJly's · · Comm. · · . · · · · - - -Engrs. 221 954 : 55.641 : 51 1 162 : 58 1842: 54 1 909 : - 63 z215 
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The difference in the ~ounts re~orte~ in t~o ~bove tabula-

tion is principally due to a different allocation of certain items of 

oxpense. The Cot::m1ssion's engineers contend tha.t certain items which 

hc.ve bean entered. upon the books of the company as mainte:c.aD.C;e and 

operation expense shoUld have properly been charged tocapite,l invest-

ment, ani they have so consi~ered. them~ The Commission's represent-

atives ~de an exhaustive study and classification of all expenditures 

during the period above noted, and the sums' set out above are the re-

sult of this inveatig&tion. 

The company contends that in addition to the amount set out 

above there silould be added to its amluaJ. :maintenance and operation ex-

pense the sum of $28,720 for deferred maintenance.. It is claimed that 
. 

because of insufficient revenues it has been necessary for it t. defer 

the proper mai:lten8.llce of its syste'C. and particularly the repair of 

its 53-mile wooden tr~s.oission-f1UI:le, and tbat this de1ey will neces-. 
si tate the expenditure of the above :nentioned sum ::eor each of the next 

five years. 

As before stated herein, it appears ndvisable that rather than 

expend eo large a ~ upon extensive repairs to this transmission flume, 

a comprehensive program of reconstr~ction should oe inaugurated.. This 

transmssion flume l:'le.s been in use for SOme 35 yeexs and is a.lmost en-

tirely deprociate~. Its present condition is largely d~e to this fact . " 

aDd the expensive repairs wh~ch app11c~nt terms ~feferred ~intenanee". 

would in reality be ~ replacement in l&rge part and shoUld therefore 

not be termed ~ operating expense. 

The Co~ss1on!s engineers in their exhibit deSignated as 

Commission's Exhibit ~-2. estimate ~nat the ~ of $18.654 is a reason-

able replacement fund. This ~ount was arrived at by using 'tho sink-
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ins tt:.nd method of deprocia,t1on. .Applicant contonds for $51.065. snd 

states tAat this amottnt is at present entered in its books. l~though 

the rocord is not clea= in t~is respect. it appears that this ~ is 

arrived at by using the so-called straight line method of depreciation. 

The reCOrQ shows that certain portions of the company's dis-

tribution system are in soil which contains a snfficient qnantity of 

~lkali to cause rapid deterioration. w~tdh necessitates frequent re-

placement. Por example. it recently became necessary for the co~p~y 

to place a oonorete jaoket around the 20-1nch pipe on Zl Cajon Avenue~ 

This conc~eting was done at a very considerable expense to the company. 

However. be~cuse of it. this pipe line becomes practically a permanent 

inatal1a.tion. 

Tho character of the soil in certain localities is such that 

a rapid deterioration of the pipes takes place by action of the salts. 

of the soil attacking the metal of the pipe. thus causing fi"eq:lent 

broe.k:s Dond. the consequont large expense for repairs. However. this 

condition has been cared for by the provision of a materially increased 

replacement annuity. 

]lor the purpose of comparizon only. the following annual 

charges have been tab~ated. oased upon the actual investment as 

reported by tho Commission's engineers. the est~ted operating expend-

iturez. and roplacement annuity: 

Intorost on ~S86.877 ~ 8%. 
1!e.1l:.te:c.aIlCG and Operation Expense. 
?epl~ement AnnUity. 

- Tot a 1: 

$70,950. 
66.000. 
lS,660. 

:;;:1055.610. 

The sumz set out ab,ove are not t\. find1ng of the reaso:ne.ble 

znms for these elements nor is the ~ of $886.877. upon which interest 

is here computed, advanced as tee value of tcis system. 

If the CoIllIllission included. in tl:le annue.l charges to be pro-

duced by rstes. the inte~est upon the estimated reproduction cost 

olaimed o~ a~plicants. the total ~al chcrges would amount to approx-

imately 1351,560. 
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The :foregoing ctatement of ~al charges is included in order 

that a oomparison may be made between the inco~e produoed by the 

prosent rate schedule, ~~ tho annua~ charges 1f interc~t were 

allor/ec. upon the D.ctUtll :::.oneys invested ·oy the company. 
A rate sc~o~e which ~ou~d yie~d the above annual charges 

would ~e far more than the traffi0 oould bear, and if such a 

rate sc:b.ee.ule were establisJ:.ed it would oause th~~ oessation of 

a very large part of the irrigation business of this eo~anyr 

whioh would mean that the investment in the lands now oultiva.ted 

wO'lld be lost end the co:c.pa.:cJJ' would lose eo large :pert of its 

income. Careful thought has been given to the subject of the 

esttlblisbment of a. rate which will yield to $.Pp1icant the great-

est possible inoome without creating a finanoia1 disaster to 

far:c.ers and other water users in the district served. The rate 

herein established is designed to do this. 
The follow1ng tabulation shows the revenues of this eompa%lY 

from 1914 to 1919, inolusive: 
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. .. .. .. 
: 

• .. • * .. .. 
• .. • - *' .. I T E US: 1914 : 1915: 1916: 1917 :. 1918 : 1919 
· · .. .. : .. . : .. .. 

· .. · .. .. .. 
.. • • .. .. *' .. 

Domest1c Use 

Irrigation Use 

; $20,178;$20,323;$22,208;$18,396; $21,929;$* 24,918; .. .. . .. .. .. .. 
; 15.475; 25,179; 25,366; 36,287; 34,191; * 45,533; .. .. .. . .. .. .. . · .. 

Sales to the : : : : : : : 
City of San Diego: 16,046: 34,885: 51,054: 0: 25,905: 33,965: 

.. : : : : : : 
Total Revenues ?rom: : : : : : : 

Sales of water :$ 51,699:$80,387:$98,628:$54,685:$ 82,025:$ 104,416: .. . .. .. .. . -.. .. . .. . .. . 
Other Revenues : 600: 1,369: 1,640: -2,096: 2.605: 2,724: 

Gross Revenues 

Deductions 
:trom Revenue 

~$ 52,299~$81,~56~lOO,268~$S6,779~$ s4,690~$107,140~ .. .. .. .. .. .. · .. · .. .. . . . .. • * • .. .. • • 
: 0 : 0 : U : 650 : 609 : 764 : .. .. ~ .. . . . 
;$ 52.299;$81.756:'100,268;$56.129;$ 84 •. 081;$ ~O&,376; Net ltevenues 

*Of the revenues Shown above those trom do~e8t10 aDd irrigation 
sales during 1919 are greater than normal ow.1Jlg to the :tact that a a:tr-

charge of two oents per h'lllldred eubic.feet was granted by the COmmiss1on 

in Dec1sion 110. 6548, and was in e:tfect from August l, to December 31., 

1919~ 

Dur1ng tlle years 1914 to 1919, inclusive. the tot.a1 revenue 

tor the sales of water t<> the city of san Diego was $161,855. or an 

average ot $26,976 per year. The asJ.e o~ water by the Cuya.m.e.ca water 

Company to the City of Sen Diego has heretotore been a very import81t 

source of revexme. as shown by the above average ammal income. ]'Qrth-

ermore. it was so co.nsidel'ed by this Commission in its I>ec1si.on No.4058, 

supra, in which decision the Commission stated in part ae ~o~lows: 

"For me.:cy years the Cuya.maca Company's 
main so'tlrce of reve:cne was the sale o:t water 
in the City of san !>iego. until the City of 
san Diese purchased the local water distrib-
uting system and turned from the CUyamaca 
Company to the ao-e~ed Spreeke~8 system £or 
its water, the Cuys.maee. CO:a:paJ:l$ derived the 
larger part of its revenue from the sale of 
water in San Diego. Without the city of San 
Diego as a prospective. consumer the construc-
tion o~ this system would not have been jus-
tified am probably would not have been 'ttI'l-
dertaken. ~e 108S by the ~amaea Company 
o~ this ~etomer at the time the city o~ San 
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Diego began to take water from the Sllre~els 
system was not the fa.ult of the other con-
B'IlIllers of the CUyame.ca. Company. nor ca.n any 
possible fail'tlre of the ~ca Company 
herea.t"ter to sell large quantities of water 
to the city of San Diego be justification 
for eha:t:-ging to the compa.ny's other con-
sumers rates in excess o~ the just and reason-
able ra tea herein esta.blislled.." 

It appears, however, that it is problematiCal. whether appli-

cant wlJ.l continue. to sell 8S large a qa.e.nt1 ty 01' water tI i~ 8.'D.'3" to the 

City' of San :Diego, due to the :.tact that Mr. Ed. J3'leteher, one of the 

applicants herein, as president of the san D1eqa.1 to l.~tua.l water Com-

pany, contracted With -:.he City of Sen Diego recently :for the purchase 

by the latter ~om Ss:c. I>ieq:t?i to L'Utue.l Water C~mp8.ll1 of two mil.lion 

gallons of water per day. 

~8 before stated b~ this Commission in its Decision 

No. 4058, supra, the failure OJ: the part o:t the Cuya:m.a.ca water Company 

to Bell ls:rge qus.ntities o£ watar to the City o£ San :D:tego. o.annot 

~ustif1 an unree.sons.ble rate to the eompe:ny' e other co:c.aumera, aDd. th1s 
:La ospoC:Ls.lly tra.o :tn v:Low 01: tho oOlltr&et abovo ro~errod "to ~or the 

d.el.ivery of water to the City by a eompSllY. the owne:rship and m.ene.gement 

of Wh10h is a.t least in :pert the same as tha.t of applicant herein. 
The COmmission in its deCisiOns hereto~ore rendered d1e-

cussed fUlli the ms.tter of the rate base to be al.lowed. for this util!ty. 

In order to meet the total 8.mual ebarges set out a.bove. 1 t would be 

necessar~ to more than double. the present irrigation rates. Records o~ 

water used from this system subseqttent to t:o.e increase o£ rates estab-

J.ished by this Comrn1ssion in its Decision No. 4058,. which becm.o.e e~~ee­

t1ve in Apr~l, 1917, Show that there was a ver~ decided reduction ~ 

the cra.antit;,v o:! water used by the various eonaumel"S. Dttr1l:lg the first 

~ear of operation ~der these rates, the domestic use was curt~led9 

and onJ.y e~ of the qa.e.nti ty used d.uring the preceding year was oonsumed .. 

CUrtailment ot irrigation use was grea.ter than in domestic use, 8J:ld oDJ.:; 

69% ot the quantity used. during tl:.e preceding year was consumed during 

the year :folloWing the esta.olism:ent o~ rates. However,. during the 
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second year of operation under tho new rates. the domestic use was 
127% of the use during the l~st year un~er the ol~ ratee. ~~e irriga-

tion use did not increase in proportion to the c.o:nestic use. and. was 

only 72% of tho use during the last year under tho old. ra.tes. Records .. . 
of use under other syste::J.S "tbroughout tho sta.te S!lOW that when rates 

arc ~terially incroased the use of wctor decrea.ses. FUrthermore. cer-

tain of ~p.plicants' co~sumere contend that if rates are increased a.bove 

a certain pOint. p'llmp1ng plants Will be installed. a:ld the use of water 

from appli cants" systex:. entirely disc ont1nued by them. Obviously. if 

so higb., $. rat'e schedule were established that a large n'tlmber of appli-

cants' consumers could not conttnne in bus~ess and make a profit. the 

gross rovenue received by applicant ',-:0'0.10. decroase rather than increase. 

The cost of water does not very d.irectly with the qnant1ty delivered in 

this case. because the 1mpo~d1ng faoilities and distribut10n system 

are already constructed~ and. the expense is not ma.teriall1 increa.sed by 

the delivery ot a. greater qnantity of water. 

~~ch evidence Was introduced at the hearing regarding tbe 

ability of the consumer to pay higher rates. Prom the data presented 

rolating to the cost of productiO~ of the ~rincipal crops of this ter-

ritor~. it cppearc that the cost of water is not the most importaat of 

the cultural costs. and thnt a snbstcnt1al increase in the rate charged 

for water can be safel~ absorbed. .~ analysis of all of the facts 

submitted lead.s to the conclusion that the service is worth a greater 

sum than the consumers are pay1llg a.t present. and f'c.rthermore. tha.t the 

company is justly entitled to a materially increa.sed rate. 

The rate schedule at present in effect is as follows: 
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DO~TIC S~C~ 

Monthly U1n:lmum Chargee: 

Inside diameter of service. 
Inside diameter of service. 
Inside diameter of service. 
Inside diameter of service. 
Insi~e diameter of service. 

POl' All Water Used: 
--~--=-..;;...;;;..;;...;;;.,=.. 

3/4 inch end 1es8 ••••••• $1.oo 
linch ....•........... 1.25 

It inch •••••••••••••••• 1.75 
2 inehes •••••••••••••• 3.25 
3 inches and larger •• '. 4 .. 00 

Between 0 and 1000 cu.ft ............... O.25 per 100 cu.tt. 
Between 1000 and 5000 eu.ft ................ 0.15 per 100 eu.ft. 
Between 5000 and 100000 eu.ft ................. O.12 per 100 an.ft .. 
OVer 100,000 cubic teet ........................... O .. 08 per 100 eu.ft. 

IRRIG.b.TIO!~ SERVICE 

Uonthli }"'1njlTI!lm ~llBrgea on 
Pipe Lines west ~ Ec.calWtus Reservoir: 

'Inside diameter of se:t'V1ce.' 3/4 inch and less ••••••• $1.00 
Inside diameter ot service, 1 inch •••••••••••••••• 1.25 
Inside dismeter of service It inches •••••••••••••••• 1.75 
Inside diameter o~ service 2 ~ches ••••••••••••••• ~ 3.25 
Inside diameter,of service 3 1nChes and larger ••••• 4.00 

Mont~ M1n~ Charges for Consttmers Served 
Tbi'ou Measuring BOxes ~ Fl'llme .2!: Tr1buta%'l 
L1nes: . 

For Indians on EJ. capitan Ind.1.en Reserva.tion ........... No Charge. 
For all other services ............................... $2.00 

For All Water Used: 
Between 0 and 1000 albic teet ••••••••••• O.25 per 100 en.tt. 
Between 1000 and 2000 cubic feet ............ 0.l5 per 100 cu.ft. 
OVer 2000 cubic, feet ••••••••••••••••••••••• 0.02t:per 100 cu.:f't. 

P1JELIC SERVICE 

~ All Water Used: 

101" Road and Street Sprinkling and 
Sewer FluShing ............................ 0.12 per 100, cu.tt. 

For each Fire Hydrant. the monthly mjnimmn charge .. 
which includes montbly pa~ent for al.1 wat.er 
used through such. hydrant stl"1ctly tor fire . 
eervice ••••••••••••••••••••••••••••••••••••••• $2.00 per mo~h. 

Other public use except service to the City of 
, San Diego, ehe.J..l be a.t the rates established 

, I 

for aomes~!e serv~ee .. 

herein. insofar e.s is possible, equitablsr a.pportions the expeIlSe of 
service to each class of consnmers • . 

COr:lpute.:t1ollS o:t the e.p:pro:d.ms:te e.xm"Q.8.~ income wll1eh the rate 
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sohedule established herein Will yield indicates that a ~io1ent 

revenue will be received to meet the necessary and reasonable operat-

ing expenses, replacement amu1ty am certain interest upon the in-

vestment in the system .. 

ORDER -- ---
James .A.. ~ay, William G. Renshaw and Ed Fle'toher, doing 

business under "the name and. st11e o~ CUyamaca Water Company. having 

applied for authority to increase rates, tolls and chargee for water 

:fUrnished by them, aDd 

A petition ~or rehearing ~ been ~iled by ,certain of the 
-consumers of said CUy8maca Water CO::lPe:o.y, a.eking that tll18 Comtliss1o.n' 8 

~ec1sion No. 6548 in,~plice.t1on No. 4670 be mOdified, and 

Robert. Rose, et al., he.v1ng filed a complaint against the 

rates and service rendered by said James ,,;.. Marra,., W1111e.m G. Rensbaw 

and Ed 'Fletcher, 8J1d 

Tl?-e above entitled m.a.ttere haviXlg been consolidated, e.rgamen t 

having been had and eviderce aubmi tted on the qa.est1on of rehoe.ring, e. 
publ.ic hearing having been hal.d, briefs fil.ed., 8lld the matters being 

now ready ~or deoision, 

IT IS HEREBY roUlID AS A FACT, that the rates, tolls and 

charges heretofore charged by James A. li.'"llrray, Will1am G. Renshaw e.ll4 

Ed neteher, insofar a.s they ditter f:rom the rates herein establ1sbed, 

a,:re unjust· and UIlreasona. ble , and 

IT IS REREBY ]'ORt':a:&R ?<)'ONJ) AS A FACT, that the suroharge of 

2 cents per 100 cubic feet established in Decision No. 6548 in Applica-

tion No. 4670 is just and reasonable. 

And basing its order upon tbe :foregoing finding8 o:f fact and 

upon the 0 'tiler sta.tements of fact conta1ned in the opinion preoeding . 

this order, 

IT IS 8 e:REBY ORDER!!> the. t the petition for rebearing in 
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AP~licat1on No. 4&70 be, and it is hereb~ denied. 

IT IS BE!REBY ~ ORDZP3D 'that James A. ltc.rray. William 

G. Renshaw snd Ed ?letcher be. and they are hereby authorized to tile 

with this COmmission, Within twenti (20) ds.ys ot the date of tlns order. 

the :followmg sehedule ot rates, effective tor 8J..l bills rendered by 

~e.maea. Water Compe.ny a:nbsequent ~ .£-ap'te1fib:e.r l~ -1920: 

MONTHLY MIm..~ CR.A:RGES: 

5/.8 inCh meter •••••••••••••••••••••••••••••• $ 1.25 
3/4 inch meter.............................. 1.50 

1 1lleh moter ••• · ••••••••••• ~............... 2.00 
l+ ~Ch meter.............................. 3.00 

2 ~Ch me~r.............................. 4.00 
3 1l:1oh meter .............................. ·• '1 .. 00 4 inch meter aDd larger................... 12.00 

Measuring Boxes on the fi'tllXle................ 2.50 
For irrigation service the monthl1 m1n1mmn chsrges eMll 

ap~ly eaCh month whether or not water is used. 

MONTBI.Y ~ RATES ]'OR DOMESTIC SERV ICE: 

~om 0 to 1000 <:o.bie feet, par 100 cubic :teet,$O.25 
From 1000 to 10q::oo C'tlb1c feet." 100 cubic feet, 0.25 
Over 100,000 cubio feet, per 100 cubic feet ••••• , 0.10 

l.!ONTmY UETER RATES ~ ~IGATION SERVICE: 

From 0 to 1000 Cll:b1e feet,· per' 100 cubic feet.$O.25 
l'rom 1000 to 2000 cubic :feet, per 100 <:o.bic teet. 0.15 
Over 2000 cu'b1c feet. as :tollows. per 100 cubic feet: 

~r a.J.l consumers on :f'l'tlme exee~t City of 
El Cajon •••••••••••••••••••••••••••••••••••••• $O.05, 

For :Lemon Grove l.."Utual we. ter Comp8nl". 
HeliX MtttuaJ. water COII:pany. or other tracts 
supplied with water under pressure for 1rr-
ige.tio:x:. parpo ses t:brough pr1ve.telJ' owned 
pipe lines operated by conS'tZlllers •••••••••••••• $O.04 

~r all COD.S'Ol:lers Sttl'l'lied, with water for 
irrigat10n po,rpOS8S 'Tl:l.der l'ressm-e tlIrough 
p1~e lines ovm.ed or operated by the compall3' ••• $0.06 

MONTmiY RATES :roR :PtT.SLIC SERVICE: -
I 

For s.lJ. water used :for road or street sprillgling 
or sewer flUShing, per 100 cubic feet ••••••••• $O.15 

]'ire hydrants, fire use only,. ~ •••••.••••••••••••• 2.00 
~o Indians on El capitan Indian Reservation, No Che.rge. 

SERVICE ~ CON~ .Q! GROSSMONT SYSTD: 

Consumers supplied With we. tel' pumped by the Gross:m.ont 
Pamp1ng PJ.ant shall be oharged·1n accordance with 
the foregoing rates plus So S"Qrcharge of twenty per 
cent. 
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IT IS 8 e:b'XSY FO'Rl!B:El'! ORDERED that the rate schedule estab-

l1shed above 1s expressly cond,i tioned upon the :fUing by .. James >1... MtLrray, 

William G .. Renshaw and Ed :Fletcher. Within twenty (20) days o~ the ute 
of this ord.er. ot s. comprehensive :pl,e.n tor the reconstruction ot the 

thirty-three mile wooden transmission flume extend~ trom the diversion 

dam to :eucalyptus Reservo1%' .. 

IT IS 8EREBY ,B'URTHER ORDERED that James A. lltlrray. William. G. 

Renshaw and Ed Fletcher be. 8lld they are hereby directed to cause the 

mains in Kensington Park and 1ror.:lSJ. Heights Tracts to be :fJl:1.shed When-

ever necessary to render sat1sfa.ctoI'1 service to the collS'tUllers of 

CUysmeca Water Company in these tracts. 

The foregomg Op1ll1011 and order are hereby approved and 

ordered :rUed as the o:p1n1on and order o~ the Railroad Commission ot 

the Ste.te of Cal1:fomia. 

~ at San l'ranc1sco. Cal1form.a. t:h1s 

of 4):: tzeel, 1920. 

1 f /~ day , 

'7 Commis.e10XlllrB. 
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