Decision Xo. iz Q:ﬁ,

BEFORE TEZ RAILR0LD COLIIISSION OF TZE .S

. - - - - -

L. Y. LSELEY, ZAREY L. DUTTOX,
SEXELIY LEE, C. H. JOENSON, G. &-
BINER, MARY S. GEBELRT, and

M2S. 2. 3. NO0RE,
COUZTLLAINANTS,

DEFENDANT.

)
)
)
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)
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)
)
)
)
)

John S. Pariridge ané Arthur B. 2ddy,
Lor Compiainants. ‘ .
Izaac Frormen, for Delondants.

BY MEE COVIISSION:

-
— —

0ozzIxzo

The complainante in tre above entitled proceeding aek
oot vhe defendant, Sutter-3Zutie Canal Comvany, be :eqnired‘tb
rofunl certein amomnts advenced by ther to cover tiae costyof con-

structing & 4itch known as the Crocker Ioterel walca was build
%o cuyply compleinents witz waber for Irrigetion purposes. For
& histor; of vhe Sutter-Butte Canal Coxpeny axd a& desceripiion ol
its system reference is made tovDecision Xo. 5227, &ated Yeren
25ta, 1918, Case No. 909, 2. L. Fumn, et al., vs. Sutter-Zuite
Canal Company (combined witlz otherg matters Lor hearing aﬁa z
decision), 2age 425, Volume 15, Opinions and Orders of tze
2silroed Commission.

It is staved by coiplainants Taat tney are owners of.
1740 scres o2 lemd lyimg west o2 the Chorokes Cezel, Zutte County,

and vaat early in 1918 they entered Lnto negovistions wila the




defendant Sutter-Butte Canel Company Supply weter to their 1an§§
for tze purpose of irrigating rice. Iz oxrder %o convey water to
coiplainanxs' landz 4%t was necessary o construct spproximately
sevoﬁ miies of &4ivten énd es & cdndition precedent to the construce-
sfon of the diten and the furnishing of service, complsinante Were
required to ermier into contracts with defexdent in asccorfance wila
tae torme of waiecn complainanxé advenced to ize utiiity the estim-
aved cost of constructing thae diver and tiae securing of tae neces-
saxry righpséof-way, emounting to $12,730.00, the amount 8o a&ianced
to be revated at the rate of 1/7 of - 48l annmel revenme derived
Trom Yae ditch. Such *epaymenté were fo begii‘after Tze second
ye&exr vhe &iter was in oﬁération aﬁa were 1o continue-qur yoerte

taerealtor. Complainants contend trhat defencdent shoumld righvfull

have conetructed tho Aitez &t Its own expezse withoout requiring thex

t0 advance the cost thereof, iLnesruch az suflicient reverue wag
agsnrod et Yne time Yhe Gfter was constructed to make it compens-
atory; taet vne &itea has proven 0 be & payiﬁg ore ané will ¢on~
tinve as éuch in tae future. Complainants ask, ‘herefore, %taat the
amount &eposivteld by trhem wit: the utility e oxdered returned st
once, togevner With'iﬁterest at vie rete of 8% per annu:;

Défendant in its answér-denies toat 1t is asgureld ax
adegquate revenue Lrom tris latersl, basing its denial ox tho Loct
taat the only crop of ixportance adaptabvle Yo the 301l iz this
vicialty and reeding irrigetion iz »ice, 2nd tast the ylanting of
rice will vary according to market conditiors. It is alleged in tae
snawer “rat the actmal amount expended in correction with the con-
gtruction of the lateral greatly exceeded the amountvadvdnced oy
complainents, due to %the oxtraordinsry increase in tne cést 0L laoor
end meterial Vhst oceurred during the war; taet in order %o convey
& sufficient smount of water to fhe Zesd of Crocker materal to supply
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va6 consumers taereor, it waz necessary ©“0 enlarge & GLiUch Xnown &8
"2ichvale Colony 77 4itca, wihick empiles into Crocker Zeteral, st &
considerable alditlionel expense

2ublic nhearinge were nheld in t2is matier before Coxmmissioner
Devliin, at San Francisco, on Decermver 15, 16 =nd 22, 1919, arnd Jazuery

12, 1920, and oriefs were leter Ziled.

fron the evidence it apreers trelt vhe nistorical occurrences

are suostentially as related iz “he compleint--not pessing for the
present upon complsinents’ views relative %o the diic: Lrom & rezuzer-
dtive'standpoint. ’

Inen test_mony wes Lntroduced vortaining to tre cosgt oF
consvructing +the cenal. Defendant's original estimete wee £12.730,
wnile the actuel coet IV contonds will e iz tre nelgnhborzood of
£20,000.

Er.'Cha:les 2. Dulloch, defendent s ongineer and gexzeral
manager, vestified thet the reason tre actuel cost of Yhe work had S0
greatly exceeded vihe estinete was vae waprecederved increase in the
cost 0L levor snd meteriel due to‘the emergency crected by “he wer.
Yr. Tulloce in nis ves timony giated in Jusvilicatior ol the apyerent
aign cosv of construction, +hat ecrly i 13, at tre M~-~e Y2e ¢ou-
straction of tre cepal waé nrono sed, tze complainan;S'had,urged zim,
regardless oL cost, to rusk The work ;o.dompletion in of&ér tagt they
xgxthave water o irrigate the TLioe crops whick tihey were preparing
o vlaxzt U0 assist tre goverament in tre pfoduc%ion oL £o0d. Dhere-
fore, although tkhe soil wes 2ot Lz proper con&:tién,he vroceoded wita
vae work oX consitrucving tae canal. Iumerouns obstacléa were exncount-~
ered, sucl 2z wel condivion of the £0ik, scarcity and 2ign price of
levor and materials, thus greatly ircroacsing the cost L tze work.
The contrects envered Into beotween compl Zrazts ond Gefendant provided
vzet irn vne eveatl trhatl tze cosv of tre csxzel exceeded the estinmete,
Teex complpinants wowld edvence such excess. Ebﬁefér, t was stip-
nlevel by &ofendaxnt ot thc‘hea:ing veed complai:anzs would 2ot De
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askod %0 alvazce furtaer smounie.

Ve now come {0 vhe cueation of revomuesg. Tho ovidence
srows tast tho incoms Lor tho Lirst 4wo yesrs ihe canel wes LB onerse-
tion waz az Lollows:

1918 ) y - ] $12.230 -oo
*}919 - - 25 '975060
2920 .- . - 27.958.00

- ?.Ovonue - - - - $64 - lsl. 60

*sesimate baced wpon a,plicationsifor wator for seaéon 05'1920 Liled
Tp Vo the vime oI itke hearing zereizn.

IV iz argueld by counsel Zor complainente tzet by Gefucting
the oxpense ol opereting “he Crocker Ieoteral from 2hae groes income
Tee ‘talance will consititute 2 net profit Yo the wILlity. Tn other
wor&s;_the VYLLLTy reporis its operating expenses o3 the Crocker
seterel for trne years 1918 and 1919 ss 51,002 and 53,532, respociive-
ly. Counsel 08%iratos tho cxpense Lfor 1920 o be tre sare ag in
1919. CTherelore 1t is ergued that by deducting toe appfoximawe opverat-
ing expense Zoxr thares yoars, or svous 38,000, Lrom tze totel income of
approximetely £64,000, “ae compeny will earx o net re#enue'in wree
yesrs of $56,000.

Tro conclusione of plaintiffz’ counsel are erroneéus foxr the
reason that he res only included the cost of overating the iatersl
itzelf, waorees the expense of conduciing the enmtire systexm of 4“he
utility shovld properly neve Dveon itaken into consiferziion.

ez vhis Commissior esteblished 4he present rates oF this
veLiivy In ile Decision No. 5227, supra, such rates were of couxrse

based on tho agsuzption thel eac: acre of laxnd sexrved by tze utility

szould contrivute ivs proper portion of tize revemue which it was

Zouvnd vne wILlivy wes entitled %o receive. Dxis portion, 4inm the cese
0L land devoted to the culture of rice, was found to be £7.00 Zor escn
acre. Tnis rate was intended to yield to the company maintenence ond

operating expense aml 4o nrovile ez amomnt t0 be set aside eackh year
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t0 coveor denrecliavion of its oguinpment znd a proper return on 4Lts
investment. It will be seen, therefore, tratl when the company re-
coivos 57.00 for & season's supply of weler for tre irrigation of
en acrc of rice land, 1t does 1oV follow tret vy merely sudoirecting
the expense of oporeiing the immedimte lateral the balarce of the

S7.00 i3 in smy wey znet »rofit to the company. Oz tke contrary the

entire $7.00 ic used up es explsined above, im +“re gezersl system

cogtas of maeintonsnce, operation, depreciation an& interact.

Yuen Giscussion was ned Telative to tre nrospects of future
reveruos o be derived from the leterei. It was contended by com-
plaiﬁants vhet the wtility Ls cssured of an income thet will ircrease
Jeor by year. DeZonldont, onr the otier hend, peintains thet the amount
oL the future reveauwes ig deci&edly uncqrtdin, dune to tae facv trhat
the only crop wiich this soil fs edaptadvie 1o end needing irrigstion
415 »ice ané %oat the extent to wrick thia‘industry will e exzgeged iz
in the future is decidedly nroblematical, sxd %thav tae revenue'thaz
wonld be received from otror crops than rice womld be negligivle. It
wa3 furtier convenled vy deferdant thet even tﬁough toe rice indusiry
were contﬁnuously engaged in, vret oa account of the ofétacles en-
cotntersd in Lhe raising 02 rice £t Lz the uguel custom to gliow Tae
wand Yo rost three yeers oult of Live Ln oxder Vo eradicete foul growla,
suck se water grass. Toorofore it was contended that tho best the
compeny can expoct it a revenume Lrom Yre acroege served uxnder tais
latersl three jears out of Jive.

It was brougzt outv during tae procee&ingé Yrat 2. K. Lshley,
vae principsl compleinent nerein, rad srrenged to obtain weler for tre
irrigation of 100 acres o2 land whrick was tien welng irrigeted b7
wateor recelved fro@ Yae Sutter-Zutte Canal Company, by instaliing a
pumpihg plahx anﬁ yumping water from & dreinage diter. Mr. Achiey, i
2is testimony, stetold tret he later noped 0o obtein suflliclient water

T0 supply nis entire vlace of ayproximevely 400 acres Lrom ‘he 3zmo
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soux¢e. Taipo would cuvt O0LL Lrox tho Jdofonfant company an important
portion oL the revenmue Irom This extensiox.

| & copy 0L vhe form 0f contract waich was entered into
between complainants and tre Sutier=-Zuitte Cenal Company is ettacned
%0 %he complaint. L3 horetofore stated, ials contreet provides in
vart thet 1/7 of the annusl revenune derived from the Crocker Ioteral
saall e revaid to the consumer, sSuca reyeyment Yo cormence the second
year after the date of the signing of the contract and o continue for
Lfour successive years. In ovher words, the ﬁtility agreocs to return
to tre consumer 1/7 of the gross'annual revenue derived Lron the
lateral 'for Lfour yeers, provi&ei tz2at the srouznt advaxnced 2as 2ot been
Mally roturned bofore thae expiration‘o: tho four-year peridd. If onm
Tho other nand at tze explration of tze said périod Vhe full amomat
nas 20% been returned then the conzumer 4s not entitled “o further re-
baves. On April 30, 1919, +ae company filed with this Cormfssion &

revised setl of rules end reguletions ix whicz wes included 2ule 3,

wbicz nakes provision Lor the Pfinancing of extersions Lfronm tke com-

vany's system. This rule was' amended in certein respects ox. Decexzver
a%v
1, 1929, and acfpresent in effect provides as Zollows:

"oule 3. The company will make alil reason-
gble enlargements or extensions of its
divczeos &t ivts own expexnse, provided tret if
vhe proposed enlargement or extension Lis non-
compensatory or vkhe futtre.use of waver un-
cerwalin, vre Company sy require tzat Its
egvinmated cogt, inciuding rigete-of-way, e
deposited wita 1t by tie prospeciive con-
sumer. Axny excess 0L derosit over cozt will
be returned to tihe Cepositor. If the cozt
of “he exlargement or extemsion is greater
toan tze deposit, the difference must be
deposited by vhe consumer. Tre smount de-
positeld ané not vrevioucsly returnel srall be
revurzed withoutv interest et tre rate oL .
one-geéventr 0L tie gross reovenue recelived
2rom the extension, peyable in ermuel in-
steliments watlil tze extire amount depocilted
nas veen returmed: +tze Lirst fnstelilmenxnt
Deing pneyable Lrom ke revemo dorived Lrox
charges of vre gecond jear's operetiorns. I
toe cervice ©o any conzumer. Or consumers who
nave mede sucz deposits is discontinmued




vofore tre return of tre Leposzit cer dbo
completed ac above provided, tze con-
Sumer or conmsumors saall 20T be exmtitled
o any furtvher payment of credits from
Tae compery for or on sccotat of the lde-
po2ivs. Lter azy suck enlergement or:
exvension oL the company's 4itecar or:
divcnes 13 completed, as above provided
for in this paragrepz "3", chonld axn
ownor of lernd, wzo ras notv coriridvuted
towerds tie cocsv of such enlargemesnt oOr
oxvousionr, 48 aerein wprovideld, degire
wator foxr vne Iirrigetion of nis land b3
Or VLYOuUSA Suck enlargement or extonsioz,
vLer, dofore serving the land of suck-
owzeX Witk webler, Voo coxpany sShall re~
guire suci owner to Lirst vey ais just
or Zalr shere of the ¢ost of suer en~- -
Largement or extensior Llor the bemefit
of those consumers wiho originslly ed-
vexced and devosited with the company ,
Tae cost 0of suck enlargement or extension.”

The provisions In ‘e evove rele relaeting to rebvates are
vory similer to the conditionz % vhe contracts entered invo with
the consume:s; tze latlor conforming witk tne utility’svrules in
ef%act at tne “ime. Mhe rolie, Lowever, Ls more févorable Vo tre ¢on-
sumersg in tral the repayuertis vegin after tae lst Jeer insvesd of
elter the secord yeer, and furtner, In +shat sucz rebates coﬁtinue
until the entire anouny ig relfunded. In the éasé 0% the contracts
and the former rules the rebetes were made oriy for four years.

Toe uwillity in 1ts deeling with tre complainanic hesz already

gubsituted *zals rule for the contracts neretofore mentiored snd we

undersvend is meking rebates sccordingly. |

LZter carefully considering ﬁhe efiience subnitted in tais
connecvlion, Lt is ouxr belief trat thiz entire mettioer is besed on “wo
guestione; first, wretzer or 20t 2rle 3 oX the uivillty governing ex~
venslonz oL corvice Ls 3 reaesongble rule; second, whether or rot tie
rule In guestion saomid epply in tkis cese.

It is e common mistake 1o yresume Taad wrher & publiic
weility ic poermivied by its ruies and reguletions Ziled witr this
Commiszion o require svnmlicents Lor gervice o advanco the cost of
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waremunersvive exvensions of meine or ditches to supply suck eppli-
cante, vhet tne utility is necessarily the sole bereficiary theredy.

Iz this cese we heve o water system t2et has been Gedicated to Pub-

the consumers will be benefited by being scsured g00d service at
reesonable raves. On the other hend, i? +ae syster were poorly
zmaneged, or 1L the company invésted meen capital wawisely in rumer-
oue non-paying'extensions “he regult wounld be an nnprofitabie syzten

and & CeXiclit would probabdly be showz in its overations. To make

Rp such deficit the utility would eventually come vefore tze Commission
for an increace in retes. Ience 1% can Do seen <hat if vhe uvility

were reguired o exvend its system witkout considering tie remunera-

L]

tion o ve recelved, tae conzumerz of the coxpany wounld be the uiiimete
guflerers.

Of course 2 wiility serving & given district, tae lerger
vortion of wricha is'thickly vopulated, can usunally afford to extend
U0 consumers residing im less tzickly populated sections 02 the disg-
Yrict ot Lits own expense. Zowever, if the mtiliiy were roguired to
exlend 100 Jer we wounld have tae situstion suggested in CIARX ve.
EEZWOSA BEACT TWATER COLBITY, Vol. 2, Opinions and Ordérs o Reiliroad
Commiezion of Celifomis 149, Dege 152, referring to the effect of
cervein extexcions on rates-

. "I 2 utllity were operating im a wvalley

- and wes providing water by gravity flow to
Deople in tre valley and the wtility were
compelied ©o0 instell a service at tae tov
o & mountein, the exvense oL waick in~
gtalletion and the cost of produeing 4he
service was Uwlice tihe cosv and expense on
vae rest of tke system, menifesily, %o
crerge tnis consumer 02 the “op o the
Donatein ne same rate asg Lis charged in tre
velley wonld result Iin the necessity of tre-
zendously increasirg the rate in tne vailey
in order to take care of +the losz suffered
in vae service of tho mountein top."

Iz the cese of vhe Sutter-Butte Canel Company's 2mle X0.3,
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tho uiility mekes extonsions to zppliicants Lor service at i4s owma

exponse where the extonsion is estimated 0 be remunerative. There

it Is considered that the extension will zot de immediately & vaying
one or wrere taere s come doudbt about iis continuing 4o ve a paying
oxe, then tne apdlicent for service o requireld to advence tae cost

vaereol to ve returned in & portion of the sunmel revexues ¢ollectond

[

“rom guch extension. IZ2 the extension proves t0 be & vaying one
t2e amount advenced ic soon returned emd sll thet tze consn:ér lozes

2 tae interezt on the deposit. 2wt the fact showld not be los®t .

gav of Trat the velme of the lamd supplied wii: water will De great-
17 ennanced. Ye conzider Fule 3o. 3, of tae defendant utLlity, o ve
8 Just rule to both trze niility and its consumers.

Wo. will. now conzider tze guostion of Waevher or not Sule
Jo. 3 éhouid &pply Vo compleinants zerein as spplicants for irrigetion
service. Tne Commission iz not comvinced, from the evidence in‘t"s
case, vast .rice will continte vo be vlanted 4o cuch en extent iz tze
niure asmit“wgg_&g:ing_the years 19;3,_1919 end 1920. Tet e presume
thas t@é pianting of rice on tze lande wnder this extension chouié be |
tovally discoﬁtinue&, = suck an event tae ufility may ve called
upon %o furnish & negiigidle amount of water for such purposes sc grein
irrigetion, sprouting o waﬁer zrasg, otec. Dae revenﬁes.that world e
collected Irom suck sources ﬁou:d provebly oe insufficient tb ney
operatiné ezpoenses on The exvension. Agﬁin; we aave the case of Coﬁ-
plefnent isiley pumping weter from & drafnage cemal 10 irrigate & large
norsion of his vlace, treredy discontimuing the supply oZ %ne defenﬁg:t
utility and kise statemeﬁz_té Yoe offect that it is nis inventioxn to
Cisconvinue the swoply o the Suiter-Zutte Cenal Coxpany alitogetner.
There Lz nothing in the record indiceting vred other conngers intend
Yo follow this couwrse, dut tre possibilit& ol thelir co doing 4s 0%
cource suggested.
We velleve vhet the Interests of tie consumers on the Sutier-
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Zutte Caral Company will vest be served by the utility being ver-
tied Vo redate vThe amotnt elvanced by tze complainants in the
maxner provided by vhe compeny's rules. The complainents would not
appesr o be wndémly durdezed by the wifility beling vermitied to
follow Vals course inmasmmuck ag It is shown Zereinvefore thet if tae
revenues Zrom the extension skould continme &s they &4d during 1918,
1919 ard 1920, tre total amount elvanced by compleinents wili nave
been returned in adbout three years, tke only loss 1o coxplainents
beigg inteTost on tze mozey o advenced. I Tre revesues szouid
Gecline Thexn, of course, a greater lLorngth of time would elapse vefore
the money will heve beer returred. In eiiter event, no injusiice i3
done to either perty, and tre eppiicevion 02 suck & principie mekes

for & stabilization of the financial alfairs of vhe ntility, wilickz,

in turn, 4is reflected in & derendadle and proper service to tre con-

sumers.

Complaint kaving been mede by 2. X. Ashley. Herry 4. Dution,
Skelly Zee, C. T. Johnson, G. G. 3lymer, Mery S. Gebzsrd, and Xrs. 2.
B. Moore, ageinst Sutter-Butte Ceoxel Comypany, publicrhéaringa naviag
been held. and the mattér suonitted and ready fox aecision;

IM IS EEREZY ODETED Yhat 38id compiaint De and it is zerevy
disrissed.

Dated at Sex Frencisco, Celifornis,

&ey oZ Q/M

I

Cormigsioners.
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