Decision No. __ 44446 | _3 ‘Uu,_. i@iﬁ%f

BEFORE THE PUBLiC UTILITIES COMMISSION OF THE STATE OF CALIPQRNIA

In the Matter of the Application of ‘

EAST SIDE CANAL & IRRIGATION CCMPANY, |

a corporation, for Authority %o ‘ Amended Application No. 30940
Increase Rates. : :

Darwin Bryan, for applicant; Eldon Dye and
Edson Abel, for California Farm Bureau

- Federation and Merced County Farm Bureau,
protestants.

OPINION

East Side Canal & Irrigation Company, a public utility
water company operatzng in the vzcinzty of Stevinson, Merced County,
by its amended application herein, seeks authority t¢ increase rates
for irrigation service furnished to approximately 6,300 acres of
land situated south and east of the conflunnce of the Merced and
San Joaquin Rivers. Public hearing was held at Stevinson on May 1L,
1950, before Commissioner Potter and Examiner Gregory.

Applicant's presenn‘basic rate, established in 1919
(Decision No. 6274, April 17, 1919, Application No. 4135), is $2 per

‘acre per season for general irrigation service (exclusive of rzce)

from the Main Canal and Collier Extension, with an additional charge

of 75 cents per acre per scason established in 1930 (Decision

No. 22222, March 18, 1930, Case No. 2720) for general irrigation -
service (exclusive of rice) from lateral canals. Rice irrigation
rates are $7.25 and {8 per acre per scason, depending upon whethér-
the water is furnishedvdirectly from the MainJCanal and Collier ,
Extension or frqm thé laterals. These rates are payable on orfbéfore

February 1 and July 1 for use during the ensuing irrigation seasoﬁ.
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There is also a rate of $L per acre per irrigation, payable'in'

" advance of Qelivery, for irrigation between October 15 andrthé
following February 15. In addition, there is a rate of $1.50 per
acre per irrigation, payable in advance of delivery, fé: irrigation
of grain between March 1 and June 1.

Rates requested by applicaﬁt provide for a basic charge of
$3.75 per acre.per scason for water delivered to field crops from the
Main Canal and the Collier Extension, and an additional charge of
$1.25 per acre per scason for water delivered from distribution
laterals controlled‘and operated by applicant. | |

The history of this utility and its mcthods of operatiqn,
considered many times by the Commission, will not be detailed here.
The former proceedings, $o far as pertinent, are incorporatéd in the
present record. It will suffice to say that East Side Canal & Trrd-
gation Company was 1ncorporated in 1887 the Main Canal was oompleted
about 1889 and the Colller Extension later; James J. Stev;nson a
corporation, in 1902 subdivided abpuc 11,000 acres, called the
Stevinson Colony, and constructed lateral canais; in 1936vStevinsén
Water District, which had been organized in 1928, bought the fran-

chises, except the corporate franchise, and appurtenant rights of

|

East Side Canal & Irrigation Company for $20,000 at a sheriff's szle

in Merced County; on December 1, 1943, pursuént,to decree of the

Merced County Superior Court rendered in Stevinson Water District vs.

East Side Canal & Irrigation Company, No. 13673, the distticttwés

1/ Past proceedings are reported in the following volumes:
| CASES - APPLICATIONS

L CRC 597 34 CRC 465 10 CRC 73 31 CRC 249
5 CRC 289 34 CRC 896 10 CRC 104 32 CRC 110
5 CRC 387 38 CRC 431 16 CRC 635 32 CRC 939
12 CRC 745 17 CRC 978 38 CRC 5Ll
17 CRC. 218 L1 CRC 789

25 CRC 626 S
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found vo be the owner of the franchises and entitled to possession of |
the canals, ditches, and other property, including water riéhcs,
necessary for the exercise of the franchises and their appurtenant
rights. On Januwary L, 1944, the distridt'ahd the company executed

an agreement of leasé pursuant to which the canal compahy has siﬁce'
operated the water system. James J. Stevinson, a corporation,
Stevinson Water District, 3 H Securities Company, and East Side Canal
& Irrigation Company are controlled by a community of interests repre-
sented by members, by birth or marriage, of the family of the late
James J. Stevinson.

The water supply for this system was originally optained
from the San Joaquin River and from numerous creeks, drains, and
sloughs intercepted by the Main Canal. Those sources proved erratic
and insufficient. The supply was augmented, about 1930, by waters
spilled from the adjacent Mcrced Irrigation District through varzous
creeks, drains, and sloughs, follow1ng‘settlemenc of Merced Rlver
riparian right lztlgatzon between James J. Stevinson, a corporation,
and the Merced District (Merced County Superior Court, No. 6179).
Pursuant to stipulation of the partiés and a consent decree in thdt
case, James J. Stevinson, a corpo:ation,,beéame entitled to 24,000
acre feet per annum, plus an additional amount to cover evaporapion
and seepage'losses, for use on its own lands. On\AuguSt 26, 1932;
James J. Stevinson, a corporation, conveyed its rights to this wate:;'
except the right to 7% ¢.f.s. continuous flow délivéred in Section 125'
T. 7 8., R. L0 E., %o Stevinsonlwater District. During the period
from April through September, 1949, the Merced District releaSedia
total of A? 691 acre fect to—the.Stevinson Districﬁg including 1,081 |
acre feet to Jamcer Stevinson a corporation, dellvered to the

se-called 700.Acre Tract at a point in Sectlon 12, 1. 7 S., R. 10 E.

-3a




A-309L0 EL

Both the Stevinson District and the canal company also

claim certain appropriative and permitted water rights'to_the

_ natu&al flow on the various creeks and channels conveying drainage
and released waters. In addition, Stevinson CorporatiQn has a pump
operated by a 75 hp motor in Section 5, T. 7 S., R. 10 E., from which ;
water is pumped from the Merced River into the canal cémpany's
laterals extending westefly from the pumping plant. This water is
used to irrigate lands of the Stevinson Corporation which are within
the service area of the canal company énd also withiﬁ the boundarieé
of the district. The pumping costs are paid by the Stevinson Corpora-
tion. All of the corporation lands so irrigated pay to the canal ’
company the prescribed rates for the delivery of this water. Although :
this pumped water is usqd to supplement the canal company's supply
during periods of shortage; it is delivered only to the Stevinsen
Corporation’s lands. Stevinson Corporation also has a pump operated
by a 15 hp motor at the Big Bottom, in Seetion 20, T. 7 S., R. 10 E.,
which boosts water out of Turnef Sloﬁgh fér irrigation of lands in
Sections 19 and 20, T. 7 8., R. 10 E., which are in the serviée area
of the canal company and within the boundaries of the district. Those
lands pay the prescribed rates to the canal company, as weil‘as'pump-
ing costs, and also pay taxes to the district. The use of the puziped
water by the corporation releases an eéuivalent quantity for delivery

to the utility consuxers.

The irrigated area is served through approximately 20 miles

of Main Canal and about 44 miles of laterals. In 1949, the total
irrigated area amounted to 6;3L3 acres, of which 1,612 acres are
located within the boundaries of the Stevinson Water District. About
2,100 acres werc irrigated from the Mzin Canal and the balance from

the laterals. Off-season. water is also supplied to at leqsﬁ 300 acres

lypm
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‘belonging to the Modesto Properties Company at $1 per acre, included

in the above total acreage, for flooding duck ponds, from which a
revenue of $300 is rgceived anngally. There is Somé-question as to
whether more acreage is not actually being flooded by the duck clubd
than is indicaved by the total charge paid for the service.’ Thé 1950
applications for irrigation service, exclusive of the'duck &lub,'toial
approximately 6,OOOacres.2 | | |

' Applicanx p£esented testimony covering operations of ‘the
systen for the fiveéyear\period 1945 ©o 1949, inclusive, which is

summarized in the following table:

: Recorded : : : :
: Fixed : Recorded : Company : District : Total : Net
:Year: Capital : Revenues : Expenscs :Expenditures:Expense:Revenue :

$194,120 512,264 % 9,623 $5,L06  $15,029 §
194,120 12,454 13,964 2,822 16,786
194,120 14,201 15,735 696 :
194,120 14,504 10,09. 1,225

194,120 15,206 16,276 L, 493

(Red Figure)

-
.

Applicant's witness testified that the district has éon—
tributed funds almost every year to improve and maintain the canal
system, but that these expenditures are not set up in the coﬁpanyfs,
books, nor are they segregated between capital or operating accounts.

This witness stated that, according to the terms of the lease between -

the district and the company, any profit earned by the company is

2/ The total acreage figures also include some 800 acres receiving
water subject to the rights of users in the primary service area.
The company, in 1929, sought to exclude lands which had not been
irrigated during 1925-1929, and to substitute other lands outside
the then coanstituted service area. (34 CRC 465). There is some
question as to whether the Coamission’'s conditional authorization

. at that time was complied with, but, at any rate, service has been
rendered to those lands in recent years when water was available.
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payable to the district as rent; in actual practice, however, the
profit, if any, is expended in improving the canal property.

Applicant estimated that the requested rates would produce

a gross revenue of $27,050 during 1949 and after deducting the $20,769

in expenses set out above, would have resulted in a nét‘revenue of
$6,28L for the year. |

Applying the requested rates to the 1950 acreage (5,982)
and the crops to be produced, and including a $300 charge for off- |
season service to the duck club, results in an éstiméted gross revenuez
for 1950 of $27,500, according to the testimony of a Commission
engineer. The Commission engineer estimated that if a single schedulef
of rates were made to apply to both the Main.Canal and lateral crop
lands, the'proposed basic rate of $3.75 per acreAwould'produce‘an'
annual gross reveanuwe, including $300 from the duck club, of $22;700;
and that if the $5 basic rate proposed for lateral users were‘appiied, l
the annual gross revenue would amount to $30,000. The reco£& sh6ws;
that 93% of the ¢rop lands are plantéd to alfalfa, ladino, or perma-
nent pasture, and the remaining 7% to other crops.

The c¢ompany's opérating and maintenance expenses, as
recorded by the company, and as adjusted for 1949 and estimated for
1950 by the Commission staff, arc #s.follows:

: : L9L9 : LOLG : 1950 Est.
: Classification : Recorded : Adjusted : (Staff)

Transmission & Distribution Exp. & 2,950.00 $ 4,050.00 $ 9,150.00
Repairs to Trans. & Distr. System 7,987.89  7,528.48 -
General Expense 3,002..8 3,002.48 3,100.00
Taxes : 110.70 110.70 115.00"
Depreciation Expense : %,090.00 1.,050.00° 1.,915,00

Total 15,101.07 15,7LL.66 Li,280.00%

* No allowance has been included for property or income taxes, .
as the ownership of the physical property and water rights |
is claimed by the district, which is not required to pay
these taxes. _— - | '
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In adjusting 1949 expenses, the Commission's engineer
deducted H4,111.43 from recorded joint disbursements of $18,053.09
by the company and by the district in maintaining and operating the ~
canal system. Of the sum deducted, $3,302 was paid by the company.
" and the balance by the district. The sum -includes capital expendi-
tures for slide gates, concrete boxes, lumber, pipe, and miscellaneoﬁs
items. The adjusted expenscs also include an allowance of 51;800ffor
ditch tender's travel expense; an item not heretofore 6hargéd to the

company.

As stated above, the canal system is operated in connection

with the properties of James J. Stevinson, a corperatiocn, and ivs
allied interests. No charge is made by the canal éompany for manage-
ment services or automobile expeﬂse of the superintendent, whé also
manages the farming operations of the Stevinson interests. Stevinson.
Corporation equipment islused whenever necessary for construction or |
repairs on the canal system. The Stevinson Corporation recordg,
however, do not reflect any charges for use of.this.equipmenp; nor
are records kept of the time it is used by the canél company. For
these reasons, no allowance has been made in the adjusted operating
expenses for the forégoing items.

Normal maintenance andldperating expenses have been estio
nated for 1950 by the staff. In 1949, the expenses were somewhat
avove the ordinary, due to payment by the district of attorney's fees
for protection of water rights, and of other expenses, not antiéipaced ‘I
for 1950, such as dragline expense in cleaning ditqhes. |

In 1914, the Comnmission foﬁnd the fair value of the property

used, and to be used in the service of the consumers, to be'$110,000 :

3/ The company had placed a valuation on the system of wlus 04L2. The
Commission, however, considered that figure high, since the system
was ormg;nally puilt to sexve 50,000 acres but only about 11,000
acres were being irrigazed. ‘
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and fixed annual depreciation at 61,050,2 The value of the laterals

was found to be $58,500. Uncil'l930, however, the laterals were ‘

maintained by associations of water users. After 1930, upon directioné
. of the Commission in Decision No. 22222, the company took over the

laterals and added thczr value to the ’ixed cepital account. The |

company reports capltal expendztures of $25,619.85 since 1912, largely‘

for construction of concrete structures. After the distrmct was

organized in 1928, it commenced a program of structure replacement

along the Main Canal, reportedly costing $22,197 between 1938 and

1944. From 194L to‘l9h9; the company and the districm_repofo expendi-

tures of $13,552 for reelacement of structures, of which the district |

cléims to have spent $5,552 and the company $8,000. These latter

sums were charged to operating accounts. Thus; from 1912 to 1949,ﬁ

the reported additions to fixed capitalvamounted to $61;368.‘

Taking the Commission staff estlmatcd cost of the syatem
in 1914, plus addnxone 1nstalled oubsequently, the Commxsozon

engineer est;mated the presenc-cost of the system as follows:

Main Canal | 172, 5%9
Lateral Canals 66 736
Additions singe 1914 61,368

Total, December 31 1949 300,694

The wooden structures, however, estimated at @ul 426, have
pract:cally all been replaced. Also, the first 5 miles of the Main
Canal together with its headworks and other structures have been
nonoperative for several years. The tota l of these capital items 4is
$86,045. Deducting ‘that figure from VBOO 694 , leaves ¢2l4 649 as the
est;mated fixed capital as of December 31 l9h9. The company's annualj
report for 1949 sets forth che sum of $21u 8go0. 9L as the votal of its
fzxed ccpxtal account as of December 31 1949.

The company's engineer, in 1914, computed annual deprecia-

tion on structures at $1,028 with no allowance for ecarthwork. The |
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Commission swaff, at uhat time, computed the annual allowance for
depreciation at §3,598 for structures and canals, allowing a 75-year
life for carthwork. As stated above, the Commission aliowcd $1,050
anﬁually for depreciation. Some allowance, however, should be made .
for carthwork. Hence, annual depreciation, computed by1the staff on
- & straight-line method at a 1l0C-year life for eérthwork‘and conerete
structures, will be allowed in the sum of $1,515. Accrﬁed deprecia-
tion on the above basis amounts to $94,503, and the cost of the
system, less depreciation, as of December 31; 19a9; is computed by

the staff at $120,1L6.

The following tabdblec indicates the results of operation for

1949 and as estimated for 1950, using three rate schedules, as shown

by the Commission enginecer's report (Exhibit 5, page 16):

: L9LY |

‘Recorded : Estimated 1950

tand Adj. -Requested: :

:Pres.,Rate: rate :_One over-all rate

:52 and  :$3.75 and:” $3.75 %5

:$2.75 per: $5 per :  per @ per
_Jtem i acre :_acre tacre : acre

Operating Revenue $ 15,206 ¢ 27,500 $ 22,700 % 30,000
Operating Expenses 15(%35) 14, 1280 lb 280 14, 1280
L

Net Operating Revenue 13, 1220 g hZO 15, 720,
Estimate Cost 214 21& 6&9 214, 5&9 214, 649
~Estimated Depr. Reserve 94,503 9A 503 Ok 503 9u 503
Cost less Depreciation 120 1u6 120, lhé» 120 1,6 120 lhé
Return (depreciated basis) - 11% &, 98% 13 05%
Return (undepreciated)x - 6.66% L o k2% 7.82%

(Red Figure)

% Computation
There was some complaint voiced at the hearing, by consumers
served from the lateral canals, to the effect that in 19h9 ahd'years‘
previous there had been delay in the early deliveries of water, that
the ditches had not been cleaned, and that excessive time was.rcqﬁircd ?
vo irrigate their lands. These witnesses conceded, however, that |

conditions had improved tnls‘year after the ditches had been cleaned.

-9
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According to George Lucas, the company's ditch tender, the delay
early in the season is caused by the fact that, while deliveries
from the Merced Irrigation District start April 1, it takes about
two weeks to get water iﬁto all parts of the systen.

We conclude that under present operating conditions, con-
tinuation of the rate differential between users'téking water from
the Main Canal and those receiving it from the laterals is unjusti-
fiable, and that a single uniform schedule of rates shquld,be made
effective throughout the system.ACQn the basis of net revenues of
$8,420, shown in the preceding table, these rates are estimated to
prqduce a return of L.4% using a depreciated rate'base.P‘pnder the
circumstances, the rates established in the following order are con-
sidered fair and reasonabie. These rates are practically the same as
those now in effect on the nearbdy San Joaquin Canal Company system.

In connection with the délivéry of off-season water to
Modesto Properties Company for use,ét the duck club; it is suggested
that the company make an effort, iﬁ the interest of securing all of
the revenue To which it may be entitled, to check the amount of water
used by the club, or the acreage served, and charge for such servicé
accordingly. In the absence of evidence in this record upon whiceh to
basc a finding as to the propriety of increasing the rate for off-
season service furnished to Modesto Properties Company; the request
therefor, made at the hearing as a further amendment to the appiica;-
tion, will be denied without prejﬁdice. {

In order to permit applicant to obtain some additional
revenue for the lQSO‘Season from the rate schedule established herein;
it is hereby found that public dinterest and necessity require that the
effective date of this decision be the date'hereof; and that the rates

presceribed herein beéome effecti?e on July 1, 1950.
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East Side Canal & Irrigation Company, a corporation, having
applied to this Commiséion for an order authorizing incfeasés in
rates, a public hearing having been hel§; the matter having becn sub-
mitved and now being ready for decisicn,

IT IS HEREBY FOUND AS A FACT that the increases in rates
and charges authorized herein are justified; therefore;

IT7 IS HEREBY ORDERED that East Side Canal & Irrigation

Company is authorized to file in quadruplicate with this Commission

after the effective date of this order, in conformity with Genéral “
Order No. 96, the schedule of rates shown in Exhibit A‘attachéd '
hereto; and, after not less then one (1) day's notice to the |
Commission and the public; to make said rates effective for service
rendered on and after Juiy l; 1950.

The effective date of this order shell be the date hereof:

Dated at San Francisco, California, this 27 = day

gL P y 1950-

J
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"Schedule No. 1
FLAT RATE IRRIGATION SERVICE

APPLICABILITY

Applicable to all flat rate irxrigetion service.
TERRITORY |

Within the entire ares cerved by the company.

RATZS |
Per Acre
Per. Season_
(2) Alfalfa, 1odino Or PEXDANENt PABLUTO..nesessocsnnansas $5.75
$1.90 pexr acre payadble on or bofore the first

dey of February, and $1.85 per scro payable
on or before the first day of Jwly.

Cotton, truck crops, and amnual gress PastWre.......ees

$1.50 per acre payadle on or before the first
day of February, and $1.50 per acre poyadlo on
or before the first day of July.

Milo maize and field COrB.cvevencnas crsesonmas cvevesnen

$1.50 Per acre, payable on or boefore the first |

dey of February, and $1.25 per acre psyable on
or before July 1.

Grain, including flax, from September 15 of any yeer
to April 30 of the fOlloWing FOBY . eeureeorannancnnoenns

$1.75 por scre, peyadblo on execution of
controct.

After the first day of Mey 2nd defore horvest, or
for additional irrigntions required for second
cropping after grain or £lax - $L.00 per irrigation
payablc before cach such ndditional irrigetion.

orcmrdo .........’..-.-'.....-..........‘......v...

vineﬂ-------..-..-- --------- LICR I I N I AN I I A A e )

31.25 per acre, poyoble on or before the first
day of Fobruary, and $1.75 per acre, poyable on
'o_r before the Tirst doy of July.

Pagture land or irrigation preporatory to plowing from:
Scptember 15 to April 70 next L£Ollowing.ececsseceensass

$1.00 poyadle in edvance for each Irrigation.

SPECIAL CONDITIONS

1. In thosc ingtonces where & grain ¢ontract has boen taken out wnler the
rate in Paragraph (4), and after December 31 the crop is changed to one reguiring
irrigaticn after April 30, then consumer ghall be entitled to cencellation of cuch
grein contract upon taking out a contract for one of the genersl crops requiring -
sumner irrigetion on the some land, and consumer shall be entitled to 2 rebate of
8T% cents per acre on grain contract previously entered iato.

EXEIBIT A




