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BEFORE THE RATLROAD COMMISSION OF THE STATE OF CALIFORNIA.

Decision No. 263l.

In the Matter of the Application
of JAMES A. MURRAY and ED FLETCHER,
co~-partners, doinlj business under
the firm nsme and style of
CUYAMACA WATER COMPANY, a public
utili ty, and LA MESA, LEMON GROVE

and SPRING VALLEY IRRIGATION DISTRICT,
a public irrigation district, for an

order establishing the value of the
property of CUyamaca Water Company

and authorizing Cuyamaca Water Company
to convey said property to sald
District.

Application No. 1432,

Sweet, Stearns & Forward, by ¥F. W. Stearms,

S. R Bobinson and A. E. Chandler for
Jemes A. Murrsy, Ed Fletcher, William G, Henshaw
and Cuy=amaca Water Compeny.

Andrews and Wright, Edgar A. Luce and Hgines & Halnes
for La Mesa, Lemon Grove snd Spring Vglley

- Irrigation Distriot.

T. B. Cosgrove, City Attorney, for City of San Diego,

Intervener.

- THELEN, Commissioner,

This is a proceeding in which the owner of & publio
utility wate® system and a pullic irrigst ion distriot which
desires to purchase the same have joined in an appliocation o
the Railroed Commission to determine the fair value of the pro-

- perty of the utility and to authori.ze the owmers thereof to convey

the seme to the district at the value thus foumd.

The petition alleges, '1n effect, that on-llovuhor 17,
1914, James A. Murrsy and E4d Fletcher, do:l.ng bu:l.neasﬂuﬁd.er the
firm ngme and style of Cuyamaca Water qu_pany._ hu'd.
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ferred to as the Cuyemaca Company, entered into an sgreement with
La Mesa, Lemon Grove and Spring Velley Irrigation Distriet, here-
:lnafter referred to as the Irrigation Distriot, wherein the
Cuyamaca Company agreed to sell and the Irrigstion District agreed
to buy the Cuyemace Company's water system for such sum as the
Beilroad Commission should determine to be its fair velue; that

a copy of the contract and of the property schedules stteched
thereto are attached to the petition and made a part thereof:

that the parties are desirous that the terms of the contrect he.fnl-
filled, thé feir wvelus of the property established by the Reilroed
Commi ssion and an order entered authorizing the conveyance of

the property by the Cuyeamace Company to the Irrigastion District

at the value thus determined; that on May 4, 1914, the Irrigstion
Distriot, at a specigl election, voted to issue bonds of the

face valus of $1,232,500,00 for the purpose of diverting water

for the use of the Distriet and that of said issue $247,000,00,
face value, of bonds have been s0ld, leaving in the hanis of the
Irrigation Distrioct bonds of the face value of $985,500.00 still
unsold; that the Superior Couwrt of the State of California, in

and for the County of San Diego, on September 21, 1914, entered

a decree declaring that the bonds of the Irrigation District are
legal obligations; that the Irrigation Distriot desires to pur-
chase the Cuysmaca Company's water system in order to supply the
Irrigation Distriot with mater for sgricultural and domestic purpos-
e8 and that it is for the best interests of the Irrigetion Dis-
triot that said system be ascquired, operated and controlled by

the Irrigation Distriot; that the Cuysmaca Company is willing to
sell its water system to the Irrigation Distriot, sas provided in

8aid contract; and that it is for the best interests of all parties
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and of the public service that sush sale be consummated. The
petitioners thereupon ask the Commission to fix and determine
the falr value of the Cuyamaca Company's property as provided
in sald contract and that the Railroad Commission make its oxrder
authorizing the Cuyameca Company to convey said properties to
the Irrigation District at the velues thms fixed and determined.
The pefition is signed by James A, Murray, Ed Fletcher and
Lg Mesa, Lemon Grove end Szring Valley Irrigation District. At
the hearing, W. G. Honshaw, to whom Ed Fletcher, by written agree-
ment dated October 20, 1913, agreed to sell one half of his one
sixth interest in the water system, authorized his appesrance to
be entered. Mr., Henshasw's interest in the property is that of an
intending purchaser under an 6xoontory contract of sale. There
was introduced in evidence as Cuyamaca Compeny's Rxhibit No. 18,
a letter from W. G, Henshaw to Ed Fletcher, dated March 2, 1914,
in which Mr. Henshaw says: |
fhat M. Nerzey ney agh fer his IRCGEGEt 1n $he
Cuyamaca system providing of course that it at least
brings me out with a profitif”
Mr. Fletcher testified that lir., Henshaw had spproved the contract
with the Irrigation District and that there was a thorough under-
standing that he will be bound by it.
The contract of November 17, 1914, provides, in effeot,
as follows:

l. The Cuyamaca Company agrees to sell to the Irriga-

tion District and the Irrigation District agrees to purchase from the

Cuyamace Company all the properties desoribed in the schedules
attached to the contraoct,

£ The purchase and ssle price of the property is
to be such sum as the Railroad Commission shell determine to be
the value thereof upon joint application by the parties to the
contrect. In this respect, the contract further provides as
follows:

"It is agreed snd understood that the decision of
the said Commission shall be finsl and binding upon
both parties hereto, and that neither party shall have
the right to gppesl therefrom or to have a review thereof,"
3. TUpon the rendition of the Railroad Commission's

decision the Irrigation District agrees to cause to be sdvertised
for sele its 6 per cent bonds in such smount that the face walue
of the bonds together with acorued interest thereon to the date

of the sale shall be equivalent to the velue of the property as |
determined by the Reilroad Commission. The Cuyamasca Company sgrees
upon such ssle to bid for sald bonds par and accrued interest,

seid bonds to be tgken in exchange for the property to be sold.

The Irrigation District agrees to furnish to the Cuyamaca Company
an opinion by Dillon, Thompson and Clay, of New York, that the
bonds are velid and enforceable obligations of the Irrigstion Dis-

trict.

4, The Cuyamaca Company sgrees to furnish to the
Irrigation District certificates of title showing good title to
all the lands agreed to be sold, except rights of waye.

5. The Cuyamsca Company represemts to the Irrigation
Distriot "that there are no outstanding water oontraota.‘ or con-
trsots to rent, sell, supply or distridute water, except those
oontraof_a and obligstions to furnish water which were inourred by

the San Diego Flume Company prior to the purchase of the ssaid



gystem by the parties of the first part herein; except slso, those
instances where obligations have been incurred to furnish water for
. domestic use in complianse with the orders of the Rallroad Commis-
sion, and except also that certain lease made and entered into

on the 19th day of October, 1914, by and between the parties of .
the first part herein and the City of San Diego, California,
wherein and whereby the said City has rented for one year from

the date of the said lease the right to use such portion of the
flume, pipe lines, and other water carrying facilities of the

said lessars as may be necessary or convenient to carry any waters
punped into the seid flume by the said City from the San Diego
River."”

6« The Cuysmaca Company agrees that it will mot,
without the written camsent of the Irrigation Distrioet, prior to
the determination of the value of saild properties by the Railroad
Commission, make any new or additionsl expenditures upon its system
except such as may be necessary to keep the same in oxder and
repair.

7. Prior to the transfer of the property the exterior
boundaries of the Irrigation Distriet shsll be so changed as to
inclnde certain lands which are described in a schedule marked
"lands to be included in Distriet™, a copy of which schedunle 18
presumably atteched to the original contract but wes mt attached
to the contract on file with the Railroad Commission.

8. The Ouyamaca Sompeny's properties are agreed to be
s01ld "subject to all water right contracts or contraots to rent,
sell, supply or distribute water hitherto mede by the San Dio.so
Flume Company (formerly the owner of the said water system),
whether such contracts refer to water already furnished, or here-

after to be furnished."

The Irrigetiom Distrioct sssumes and agrees to perform
ell such comtrects to the same extent and in the seame menner es
the Cuyamaca Compeny or the San Diego Flume Company are now bound
to perform the same,

9 The parties intend to include in the schednle
sttached to the contract "all of the properties of the parfies
of the first part necesssry or desirsble by the party of the
gecond part for its use in conserving and utilizing all of the
waters of the sald San Diego River."™ The parties agree "that
in the event the Railroad Commission of the State of Californis
should determine that other property now owned by the parties of
the first pert is necessary or desirable for such use, then the
same shall be deemed included in this sgreement of purchase snd
gsgle with the same effect as though the seld pfopertiea hed been
specifically mentioned and desoribed in the said schedule; but
it is agreed that at Cuyemsca Dem, no lands will be required
except those which would be flooded by the reservoir filled to
the present height of the dem and s margin as per schudule."

10, Provision is made for the psyment of interest on the
velue determined by the Railroad Commission and for the payment
of the net income by the Cuyamada Compeny to the Irrigat iom Dis-
trict from and after June 1, 1916, The Cuyamsoca Company is to be
ander no obligetion to transfer its properties unless the Irrigst ion
Distriot shell have kept all its covenants prior to January 1, 1916.

11, The contrsct is made subject to the approwel of
tho'Ba:llroad Commiseion and of the Enginsering Department of the
State of Oglifornis and the parties agree to make Joint applioca-
tion for such spprowl immediately upon the exeocution of the
contract,



Atteched to the contrast are four schedules desoribding
the property to be conveyed. The first aomuo is marked
'Exhibif AV, gnd cc;ntains deaoript iona. of nine parcels of :I.nnd.;'
The second schedule is merked "Bxhibit B", and contains a desorip-
tion of rights of way, rermits, franchises, a lease and certein
floodage rights over lands in commection with La Mesa Reservoir.
Schedule "C" contains a list of structures and improvements, in-
cluding dams, trensmission system, pamping plents, distributing
system, buildings, wagons and tools. Schedule "D" contains a
- 1ist of six notices of water appropriations, and ome permit from
the State Tater Commission for the waters of Bouldsr Creek to be
used for power pPurposes.

The City of San Dié@ filed a petition in intervention,
in which petition the Oity.allegos thet it has been negotiasting
for the purchase of the propertjes of the Cuyamaca Company and
desires to secure the same and intends to file proceedings in
eminent domain in order to acquire the same. Attached to the
petition is a copy of the petition in Applicstion No. 1482, being
an spplication filed with the Reilroad Commission by the City of
San Diego asking the Railroad Commission, in accordance with tle
terms of Section 47 of the fublio Utilities Act, to fix and
determine the just compensation to be peid by the City of San
Diego to Jeames A. Murray, Ed Fletcher and William G. Henshaw,
owners of the Cuyamace Coupm§'a water system. The petitioner allege
that if it is successful in soquiring the property it will use
the ssme principelly for the development and transmission of water
for municipal purposes and that it '111 recognize as prior obli-
gations existing valid oldims sgainst the system, if the system

is secured by the‘ City of San Diego without long and expensive
litigation. The intervener asks the Réilroed Commission to refuse
to authorize the Cuyamace Company to convey ite property to the
Irrigation District and to fix and determine the Just compensation
to be peld by the City of San Diego for the properties of Cuyamaca
Company, in sccordasnce with the provisions of Section 47 of the
Public Utilities Act. While the City of Sgn Diegp was permitted
to intervene in this proceeding and renmiered very materisl assist-
egnce in the presentation of evidence showing the feir velue of
the property of Cuyamsos Company, it is not the function of the
Reilrosd Commission to determine which of the two intending
purchagers shell secure the property. The Reilroaed Commission
will, in the present proceeding, determine the fgir value of the
propexrty in accordence with the terms of- the comntract between the
Cuyamaca Company and the Irrigation District and will suthorize
the transfer of the property to the Irrigation Distl;iot for the
compengation thus established, and the Reilroad Commission will
also, in Application No, 1482, fix and determine the just compen-
sation to be paid by the City of San Diego, in case the City should
aoquire the property. The question as to which of these two
public authorities ahgll acquire the property must then be left
to the courts or, as I hope will be done, to an agreement between
the 0ity of Sen Diego end the Irrigatiom Distrioct. These parties
should be able by falir and :l‘raﬁk deeling with one another to settle
this question without the necessity of protracted and expensive
1itigetion.

The hesring in the present proceeding was consolidsted
with the hearings in Applicstion No. 1462, hereinbefore referred
to; Application No. 1281, being the spplication of Cuysmasca Company



for an order authorizing an inorease in rates; Case No. 716, Fair-

mount Weter Company vs. Cuyamacs Water Company; Case Nos 724, De Go
Gordon Vs. James A. Murrsy ani Ed Fletcher; and supplemental eppli-

cation on behalf of La Mesa Development Compeny for a modifiocation
of the order heretofore made in Application No. 118, in whioch

proceeding the Railroed Commission established the rates to be
charged by Cuysmaca Water Compenye. It was stipulated that sll the
evidence tsken in these proceedings should be considered, in so
Par as meterial, &s having been presented in each of the pro-
ceedings and also that the evidence heretofore taken in Applica-
tion No. 118 might be considered as having been presented, in

go far as materiel, in esch of these proceedings.

Public hesringad were held in San Diego on February 15,
16, 17, 18, 19 and 20 end April 12, 13, 14, 16, 16 and 17, 1915,
Briefs have been filed in accordance with the requést of certain
of the parties to these proceedings and this proceeding is now
ready for decision.

Cuyemaca Water Company derives itw water partly from
sccumulations in Cuyamesca Reservoir, partly from diversion of the
waters of Sen Diego River, partly from waters diverted from the
South Fork of the San Diego River, partly from the runoff of
Le Mesa Reservoir and partly from pumping from the sands of.

San Diegp River. Cuyamaca Reservoir is located on the easterly
extremity of the system, at them head of Boulder Creek. An earth
£111ed dam is built across & mountain measdow at this point. The
reservoir has a drainage area of about 12 square miles and a
capacity of sbout 10,800 acre feet, The waters in the meservoir
are relessed, when needed, into the netursl chammel of Boulder

Greek, through which channel they flow a distsnce of about 1l¥
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miles into the San Diego River, at a point not to exseed one

half mile above the diverting dem. The Cuyemeca Compeny's divert ing
dem 1is 2 structure composed of rubble masonry a.ni cancrete built
aoross the Sgn Diego River in Section 11, Township 14 South,

Renge £ East, S B M. The waters thus diverted are conveyed through
g8 flume a distance of 33,1 miles to Eucalyptus Reservoir et

La Mesa, This flume consists mostly of a woden box resting

upon wooden sills on a bench which has been excavated from the
hillside and in part of conorete flume, steel flume, siphons

end tunnels. A mail diverting dam is built soross the Sbﬁth

Fork of the San Diego River. The waters thus diverted are trensmitted
through a wooden flume, a steel flume and & steel pipe into the
main flume, Siphons are located at Sand Creek, South Fork,
Chocolate Creek and between Murray Hill Reservoir and Eucalyptus
Reservoir, Eight tumels are located between the diverting dam

on the San Diego River snd Eucsalypptus Reservo:lr.- Hear the
westerly end of the system are certain reservoirs of which the
largest are La Mesa Reservoir, Murrsy Hill Reserwo ir and Eucalyptus
Reservoir. Thex_'e gre also certein sgaller reservoirs, known as
Webster Reserwir, Miles Reservoir No. 1, Miles Reservoir No. 2

and four reservoirs in the Grossmont Tract. The waters of Murray
Hill and Enoalyptna Reservoirs can be directed from one reservoir
to the other through a conorete pipe line, comnecting the two
reservoirs. ILa Mesa Reservoir, at the present height of the

dam, being 66 feet, has & capacity of approximately 1390 &ore

feet or about 450,000,000 gallons. Murray Hill Reservoir has &
ocspacity of 127 sore feet or 41,000,000 gallons. Eucalyptus
Reservoir has a oapacity of 26 aore feet or spproximstely
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8,000,000 gallons. An earthen ditoch runs from the end of the
flume at Bucalyptus Reservoir to La Mesa Reservoir. Practioally
all the territory below the end of the flume to the easterly
boundery of the City of San Diego can be supplied from La Mesa
Reservoir, either by gravity or by pumping back by mesns of a
booster pump located at the junmtion of a 24~inch wood stave line
leading from La Mesa Reservoir to the pipe line on El Cajon
Avenue leading from Eucalyptus Reservoir. The system has pump-
ing plants es follows: Pumping Plant No. 4, being & smell porta-
b1a plant located & short distance westerly from the d.:lvertim‘
dem; Pumping Plant No. 3, located at the junoction of Sand Creek
with the Ssn Diego River; Pumping Plant Ho. 2, located at the
junction of Chocolate Creek with the Sen Diego River; Pumping
Plant Hoe. 1, being the ILg Mesa booster plant; the Monte Pumping
Plant, located east of Igkeside; the Grossmont Pumping Plant, used
for the purpose of boosting water to the trect of land kmown as
Grossmont, easterly from La Mesa; the Miles Pumping Plant, located
at Miles Reservoir No. 1, neer Grossmont; a smell pumping plant
at Eucalyptus Reservoir for domestioc water supply; and the
Ie Mesa Pumping Plant, located directly at the foot of La Mesa
Reservoir,

Cuyamace Compeny supplies its customers partly from
its flume and partly through distributing pipes located between
Eucslyptus Reservoir end the easterly limits of the Citfy of
San Diego, and divided into whet the companyealls its high gservice

and its low service.
It appesred at the hearing that the schednles attached

to the contrast of November 17, 1914, omitted certain proderty
which is used and useful by Cuyamaca Company in its public utility
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business, The contract provides that such properties shall be
deemed included in the agreement of purchase and ssgle with the
ggme éﬂeot as' though thoy'ha.d been apooifidé.lly mentiohd and-
desoribed in the schedules, I find thet the omitted properties
are as follows:

le Shops located at Normsl Heights.

2 lMaterisls and supdlies on hend, including office
equipment, supplies, meps, schedules, charts, drewings and other
data collected by Cuyamace Company.

3 Pumping Plant Hoe 4.

4., Miles Pumping Plant,

be Grossmont Pumping Plant,

6e La Mesa Pumping Bidant.

7 Telephone lines.

8 Miles Reservoir HNo. 2, with reel property on
which if is located.

9, Megsuring station below diverting dam.

10, Meamring station at 01d Mission Dam.

11, Boulder Creek whir,

12, BSsnd Creek Cement shed.

13, Meteorologlcsal instruments.

14, South Fork cook shaok,

iﬁo Right of way for flowsge and keeper's house at
diverting dam.

16, Kelly Ditoh and right of way therefor, beimg s
ditch and right of way looated esbove the Cuysmacs dsmsite and

used Hr the purpose of diverting water into Cuysmaca Reservoir.
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17, 411 riparian rights and rights to diversdion
on and slong San Piego River owned and controlled& by James A.
Murrey, Ed Fletcher or Williem G. Henshsw, as more particularly
shown and described in Cuyamaca Company's Exifbit No. 3 herein,

While there was some question at the hearing with refer-
ence to certasin asdditiongl installations which Cuyamaca Wompany
has mede at Monte Pumping Plant, the desoription of the Monte
Fumping Plant property conmtained in Schedule A attached to the
contrect is sufficlently broad, speaking as it does as of the
date of the decision herein, to include all the prpperty located
on this lend.

The value herein fixed and determined covers all the
property of Cuyamgca Gompeny specifically described in the
schedules attached to the contract, together with the additional
property hereinbefore specifically designated, and 2ll other
property used snd useful in comnection with the property desdribed
in said schedules and hereinbefore deseoribed, in the operation of
the Cuyemgca Compeny's water system.

Cuyamaca Company supplies water partly for irrigstiom
end psrtly for domestic purposes, In 1912, the irrigation con-
sumption was 94 per cent and the domestic comsumption 6 per cent
of the totel emomt of water =ld, end in 1914, the irrigation
consumption was 92% per cent and the domestic consumption 7§ per
cent of the total amount of water sold, excluding deliveries to
the City of Sgn Diegop. During the years 1894 to 1906, insclusive,
the Cuyamece Company sold large smounts of water for consumption
in the City of Sgn Disgo. In 1906, the City of San Diego acquired
its own water system and these seles cessed wuntil 1914, In the
year 1914, the Cuyamaca Company sold to the (City of San Diego,

(

/
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in addition to the irrigation and domestic water here inbefore
referred to, surplus waters smounting to 171,772,000 gallons,
at the rate of 10 cents per 1000 gallons. The sale of surplus
weter to the City of San Diego has continued this year to date,
but the record does not show the entire amount of the water
thus sold in 1915. In 1914, the Cuyamaca Company supplied water
for irrigation of 3734.71 sores. The following tables taken from
Reilroad Commission's Exhibtit No. "I" show the actusl delivery
of water for the years 1913 and 1914, at wholesale and &t :etail,
igbubic feet, as follows:
TABLE NO. k.
WATER SOLD AT WHOLESALE.

1913 1914
Groups Trrigation Domestic Irrigation Domestic stic
High Service
Chollas Mutual 739,450 88,840 861,167 329,780
La Mesa lutual 188,360 2,258,203 427,627 2,509,702
Lemon Grove Mutual 11,255,286 324,104 16,328,210 435,023
Spring Valley (Helix
Mutual) 7,081,491 - 7,692,734 109,360
Outlook Terrace 207,457 200,743 200,784 ' 215,286
Orchard Tract - Lot 64 51,670 125,240 92,530 45,730
Wheeler Traot 31,728 74,016 44 560 70,130
Orchard Tract - Lot 70 3,213 75,990 68, '186 45,575
Waverly Traot 51,350 65,023 4 600 82,190
Petaluma Tract 33,886 62,314 35,5!1 37,349
Marlett Tract 177,870 90,940 228,942 47,219
Magruder Traot 67,568 13,010 118,112 31,416
Fruitvale Traot 218,720 76,030 169,227 18,813
Low Service
oific Puilding Co. - 3,846,506 - 3,209,877
Granada Traot 863,296 - 488,244 66, ‘451
City of San Diego # 2 22,897.583F
!%uno
wley Pipe ILine 10,954,287 - 14,771,087 -
Cresson Flume 2 660, "898 - 3,393,112 -
Hillsdale Flume <& 990 ' 257 - 2,718,806 -
Lakeside Flume 4, 709 "979 - 6, 053 776 -
Lakkview Flume 2. ,690, "067 - 3, 81? "729 -

Total 43,966,712 7,298, 959 656,890,958 30, 135 484
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TABLE NO, ii.
WATER SOLD AT RETAIL FOR DOMESTIC CONSUMP TION

El Cajon Ave. Kensington Park Normal Heights
Low Sertice |

e e .. e —————— s . . - St e R oo
TH Cufkt. TH Culft TN Ou 5t ____!! Cu ¥t TN Cu Ft. TH Cu Ft
36 1086bH 149 44609 426 124736 686 148282 3411 819186 3887 876304
28 21476 149 101866 291 2285660 623 294928 562 420600 1171 8465672
17 26197 64 93811 181 271300 217 284409 202 3696656 427 572731
11 243740 19 347446 7 58400 7 b3624 13 96800 9 79673

91 202268 381.-687121 900 682986 1433 781243 4188 1706261 4864 23756280

El Cajon Avenus Company's Line on

117 27946 128
69 62808 48
26 41209 2;

212 132062 206

High Sertice Main Flume
Y ¢ ¢

1914
X Cult TH CufPft TH Cult TH Cult

| ———— —-—n“_

228756 86 7047 117 26723
378 66 14 11242 31 23168
540406 1 2700 42 78442
43418 2 48600 7 456210

168194 52 69589 197 178633
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The following table shows & summary of the water sold in 1913 end 1914, under both the wholesale

groups and the retail groups, fr irrigation and domestic use:

TABLE IV.

SUMMARY OF WATER SOLD 1913 end 1914

1914
on

me o
20,126,464
279 4,085,371

1913
’ ¥ on oOme8TlLo
1900, 0 298 909 2890,
26,068,160 2,893,166 29,626,

Wholesale Groupe
Retail Groups

70,034,872 10,198,116 86,416,337 34,220,865

GRAND TOTAIS

COMBINED IRRI GATION AND

DOMESTIC TO TALS

120,637,192

80,226,987

17
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'fhe wrd "wholesale" as used in the foregoing tables
means the wter sold at the Cuyamaca COmpanyIE:Z:g;rs and there-
after delivered to the various trects, communities and companies
which zot as distributors. In some cases, such tract, community
or company has an sgent who deals with the Cuyameca Compeny, while
‘in other cases the company itself collects from the individusls.
The word "retail®™ as used in the foregoing tables refers to water
delivered by the Cuyamacas Company directly to consumers.

In 1912, 1913 and 1914, the Cuyameca Compeny was unable
to deliver to its consumers the full supply of weter to which they
were entitled. Irrigation Distriot's Exhibit No. 6 shows that
there were shortages in the so-called "low service use™ as follows:
In 1912 there was & one-fourth supply in January and Feburary,;
in 1913 there was a one-half supply in January, & three-fowrths
supply in May, a one~helf supply in June end July, & one-fourth
supply in August and September and a one-twelfth supply in
October, November and December; and in 1914 there was a one-twelfth
supply in January and Februsry, a two-thirds supply in September
and & one-hglf supply in October. The Irrigation District's
Exhibit No. 6 shows that the same shortages existed during the
seme period with reference to the so-called "high serviece usev®,
Irrigstion Distrioct's Exhibit No. 7 shows that the shortages on
the "flume service use" were as follows: In 1911 there was a
two-thirdgupply in September end no water in Ootober, November
and Decemb er; in 1912 there was no water in Jenuary and February,
s five=sixths supply in August, and only e pertisl supply in
September,

a three-fourths supply in May. & one-helf supply in June and July,

In 1913 there was a one-half supply in January,
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a one~fourth supply in August end September and no water in Ooto-
ber, November and December; and in 1514 there was no water in
January and February, a one~helf supply in June, a two-thinrds
in July and September and a ome-helf supply in October. The
data contained in these three exhibits varies somewhat from the
testimony of Mr. D. G. Gordon, to be found on pages 1642 to 1644,
inclusive, of the trsnsoript, giving the actual shorteges by
reference to specific dates of the months in which there were
shortages, but the data to which I have referred is sufficient to
show the fact that during none of the last three years has the
Cuyamaca Compeny been sble to deliver to its customers the full
supply of weter to which they were entitled. During October and
Hovember, 1913, as well as 20 days in June, 1914, the flume was
being lined with rubberoiid roofing psper and hence could not be
‘used for the transmission of water,

I shell now refer to the obligstions of this sgystem
for the delivery of water, Mr. R. A. Pabat, one of the Commia-

sion's Agsistant suditors, made an extensive investigation,

under direction of the Commissioner presiding at the hearing, into

the so-celled water right contracts entered into by San Diego
Flume Compeny, the predecessor of the Cuyamaca Compeny, for the

purpose of sscertaining the extent to which Sen Diego Flume Company
had purported to obligate itsedlf to deliver water from its system.

In Railroed Commission's Exhibit "A", filed herein, will be found
a record of each of these contracts from numbers 1 to 392, in-
clusive, giving in each case the date of the contract, its number
by reference to Sen Diego Flume Compeny's contract book, the name
of the party contracting with the Flume Company, the number of

inches of water referred to in the contrect, the consideration
peid and tl:}e annugl rental or rate. IMr. Pabst prepered and sub-
mitted as Reilroad comiaaion'a Exhibit No. "B"™ a 1ist of ell
contracts grouped according to those teking weter from the main
flume and those teking from consumers' flumes or pipe lines, as
well as the watfer attached to Le Mesa Colony lands, including
the contrect with Le Mesa Development Company, hereinefter
referred to. Certain questions arose at the hesring with reference
to whether certain weter wes properly assignable to one flume
or to amother flume, and Mr. Pabst was instructed to prepare

a supplementel report, which has now been mepared end filed in
this proceeding. The following teble contains a recepitulation
of the reviaéd oclassification of water right contracts by
miner's inches, as prepared by Mr. Pabst as of Jue 1, 1910,
being the date on vhich the water system was purchesed by its
present owmmers. This revised table is based on the originel
detail sheets found in the office of the Cuysmaca Company and
showing the 1list of contracts outstanding in 1910,
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The total number of Minmer's inches, being 6265.08,
tallies exactly with the statement of the number of miner's inches
covered by outstanding contracts and attached to the agreement dsted
April 20, 1910, between San Diego Flume Compeny and James A. Murrsy,
as shown in Rgilroad Commission's Exhibit "C" and is undoubtedly
correct. These so-called water right contracts are of nine
different forms, which forms are carefully explsined by Commissioner
Eshlemen in Decision No. 536, rendered on March 28, 1913, in Appli- .
cat ion No, 118, to which decision reference 1s hereby made.
In 80 far as necessary for the determination of certain legal
quest ions, these various forms of contract will be further dis-
cussed hereinafter.

Railrosd Commission's Exhibit No. "G" shows thgt in June,
1910, the 625,08 miner's inches under contract were distributed

under the various forms of contract, as follows:
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MINER'S INCHES SPECIFIED IN VARIOUS FORMS OF

CONTRACT IN JUNE, 1910

Under Contrasct #1
#2 403,835

”

n

L1

n

S
4
5

8
9

58,51 inches at $656.00 per inch per annum,

67433
3¢ 62
9.875

14,50

20.00

2,26
o16

Lg liesg Colony Lands 28,00

Indiens

To Urban Trects

12,00
5,00

n $60.00 L] n
n *30‘00 n n
" 345,00 . n

" 3600,00 per ennum, with excess
water at 10§ per thousand gal-

lons.

n $435,00 per axnum with excess
water at 58 per thousend gal-
lons.

n. $576.00 per anmm with excess
water at 64 per thousand gallons

n $200,00 per annum.

n 872,00 per inch per annum.

n W.OO 'a n

" NHo charge.

" 54 per 1000 gallons with .oxooss

over 64,800 gallons per 24 hours
at 104 per thousend gellons.

625,080 inches under contract.
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The 403,836 miner's inches referred to under Form lo. 2
of contraot, include the 150 miner's inches clsimed by le Mesa
Devedl opment Company.

In return for rights of way ascross Capiten Granie
Indisn Reservetion, the predecessors of Cuyemasce Compauy agreed
that "the Indiens owning or occupying such reservetion or reser-
vations, shall, at all times duwring such ownership or occupation,
be supplied with & sufficient quantity of water for irrigating
and domestic purposes, upon such terms as shall be prescribed in
writing by the Secretery of the Interior." Iir. W. S. Post, the
Cuyamaca Company's chief engineer, testified that the maximum use
of water by the Indians in any one day has been 40 miner's inches
but that the average use contizmmously during 9 months has been
%3 miner's inches, He further testified that only about one-
tenth of the totel screage in the Reservation capsble of irrige-
tion has gotuelly been irrigated and thet if all the lands
capable of tillage in the Reservation were irrigated, it would
necessitate the use of an aversge of 356 9-months miner's inches,
It has been impossible to determine why the San Diego Flume Company
in June, 1910, placed its obligation to the Indians at 12 miner's
inoches.

The number of mner'é inches obligation shown in Table
Noe. VI remained constant up to November 1, 1910, at which time
1 miner's inch under the $60.00 rste was cancelled and reconveyed
to Murray and Fletcher by Mrs. Greenleaf, and 2 Miner's inchewm
under the $65.00 rete were cancelled and reconveyed to Murray and
Fletcher, thus leaving 622,08 miner's inches of water under con-
tracts on February 28, 1912. On March 1, 1912, the Cuyamaca

Company eliminated from this list the following water:
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28 M, I. at $30,00, not used but attached to La Mesa Colony. :ﬁ:::?&t:g 2{2; ::":"1;? xdﬂgiugtggt:ggsg{;g{igg:z_
149 M, I. at $60.00, :ggt ugggip m.attaohed to La Mesa Develop~- E:ch;:git%rz::%ig:ﬁg;{hgh’;’:13‘2%; gg%yi:rn:];ay
12 M,I. - Indizns.
189 1f. I, By subtracting from the total 626.08 miner's | The following table conteins, under the forms of contract
inchés shown by Sen Diego Flume Company's contrsot book in June, 4 therein specified, the number of Miner's inches which hed not
1910, the 28 miner's inches sttached to Lg Mese Colony, 149 miner's been eliminated by Cuyemeca Company from its contract book on
inches attached to La liesz Development Company, 12 miner's inches March 1, 1912, the miner's inches of water actually used in 1915,
atteched to the Indiens, 3 miner's inches reconveyed to Murrey " the maximum monthly use in Miner's inches during the last five
and Fletcher, 5 miner's inches originslly assigned to the urben years, the number of miner's inches vhioh are not used but for
treots of Normsl Heights, Bonnie Brae, Teralta Heights and which payment is tendered, the number of Mimer's inches cherged
Kengington Park, we find 428,08 miner's inches remeining under at irrigetion rates in 1912 but now classified as domestic, and
contrect on March 1, 1912, After Murrsy and Fletoher acquired the number of mimer's inches cencelled subsequent to lerch 1, 1912.

the system they entered into a new contract to supply XKensington
Park at 25 cents per 1000 gallons, without regard to the amount
needed.,

In making these computations, I do not intend fto pass
upon the question of the legal obligation of any of these con-
trects or the right of the Cuyamsca Compeny to eliminate any of
the confrscts from its list.

In pursuance of a suggestion from the Commissiorn, the
Cuyamaca Compeny filed e statement of contrscts under each of
the forms of contract hereinsfter referred to, which statement
was marked "Cuyemeca Compeny'’s Exhibit Ho. 49". The statement
is accompenied by & note reading as follows:

"This table is submitted pursuant to order

of the Reilrosd Commission, the Cuymmeca Water Company

hereby expressly stating that it does not recognize

or in any way admit the validity of any of said

contracts or the rights of eny consumers to claim or
demgrd or receive from the company the amount of water
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The foregoing table does not include water supplied
to El Cepiten Indien Reservation or to the Gity of San Diego,
but does include the -5 minér'e inches supplied or to be supplied
to the urbean tracts.

It will be noted that the number of Miner's inches shown
in the preceding table &s being outstending after the comtracts
which the Cuymsop Company eliminated on Marech 1, 1912, viz.,
433,118, tellies within ,038 miner's inches of the 433,08 miner's
inches reported by Mr. Pabst on the same basis.

r. Co, Ho Loeo, & witness in behalf of the Cuyamscsa
Company, made an exhaustive investigetion into the net sefgyield
of the Cuyamaca Compeny's system, taking gs his type year, what
he termed an average dry year. The table presented by lir. Dee
which wa8 introduced as Cuyameca Company's Exhibit Ho. 23, is
based on a detailed mass ocurve study of the supply available to
the system and on the assumption that the supply available to
the system during the last 20 years would be available during
the coming 20 years but that, instead of the actual operation
of the past 20 years an idesl operation is to be carried on during
the coming 20 years. Mir. Lee assumed a carrying capascity of
the flume smounting to 18 second feet above the South Fork siphon
and 22 second feet below this siphon. Based on these sssumptions,
Mr. Lee reported that the net safe yield of the system, from
gfavity water, including a net safe yield from the runoff at
Ie Mesa Reservoir of 7 9-months miner's inches, is 32 9-months
miner's inches. 'By adding to the gravity yield 28 9~months miner's

inches to be pumped from the sands of the San Diego River,



lir., Lee reported that the system, in ita presemt condition, has

interferense from riparian owners whose rights might be seriously
e net safe yield of at least 320 9-months miner's inches. He also

interfered with, The evidence shows that an injunction suit on
reported thet the system has an installed pump capacity of 230 - - - . |

behslf of riparian owners to prevent pumping of weter by the
miner's inches, but after meking additionsl investigations he pre-

Cuyamaca Company from the sands of the San Diego River is now
sexted in Cuyameca Company's Exhibit No. 43, his revised oconslu-

pending in the Superior Court of Sgn Diego County.
sions with reference to the amount of water which can be reasonably

It is evident, even on ¥r., Lee's computations, that if
pumped by means of the present instsllation., Mr. Lee's revised

Cuyemacs Compeny is obligated to supply the full number of miner’'s
conclusions in this reppect are that with the present instelled

inches of water specified in the contrects entered into by
pumping plents, the system cen supply 260 miner's inches during

San Diego Flume Company, that the safe net yield of the system from
a period of 100 days continuous pumping, 200 miner's inches

: gravity sources as well ag pumping is insufficient to comply with
during a period of 300 deys continuous pumping, and 196 miner's

the company's obligations. Mr. Lee testified thet no water system
inches during a period of 600 days continuous pumping, providing

in Sen Diego County can profitiably deliver water for irrigation
thet air 1ifts or other meens of raising water from the wells

and that the Cuyamacae Company's system is no exception to this

were installed, ur. lee also presented as Cuyamaca Company's :
rule., He testified that he would build no additionsl dems or reser-

Exhibit No., 45, & table showing his estimated yield of excess

voirs on this system for irrigetion purposes, but that if he had a
flood waters, sssuming s carrying capacity of 18 second feet

market for domestic water, he would raise the diverting dam to s
above South Fork and 22 second feet below South Fork. He con-

height of 70 feet, construet a reservoir at Cone jos in the South
Fork water shed, build the El Capiten Dam to a height of 100 feet

cludes that an average of 2286 aore feet of excess flood water

can be produced from the system. If Mr. Lee's computations are

and reise the dam at La Mess Reservoir to a capacity of 5960 acre
correct, it follows that the system has a net safe yield from its

feet. All engineers agree that the height of La lMesa Dam ought
gravity sources, fogether with pumping, of 572 9-months miner's = ng £

to be rasised as soon as possible.
inches if the period of pumping does not exceed 100 dgys; 6512 i

I shall now proceed to a discussion of the value of
9-months miner's inches if the period does not exceed 300 days;

he property of Cuyamaca imter Company herein under consideration
and 508 9-months miner's inches 1if the pumping does not exceed o] b bty .

under the following heads:

le Physical structures.
Le M pmp@t Ve
De Water rights.

4 Going concern
5: Origsinal cost, additions and betterments.

6o Special oconsiderations.

600 dgys and if the necessary eir 1ift or other means of raising
vater from the wells is installed. These computations are all
based on the sssumption that the amount of water to be pumped,
under Mr, Lee's computstions, could be pumped without sucocessful
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le - PHYSICAL STRUCTURES,

Estimates of the cost to reproduce new the physical
structures of Cuyamaca Company herein under consideration and
estimates of the deprecisted repdoduction velue thereof were
presented on behalf of cu&amm Company by Fulton Lane, on behslf
of the Irrigstism Distriot by J. H, Dockweiler, on behalf of tie
City of.Sa.n Diego by H. A. Whitmey, and on behalf of the Railroad
Commission by Jgmes Armstrong. A sumnary of the estimates of
these engineers, as they stood on April 12, 1915, was prepared by
Mr, James Armstrong and appears in Rgilroad Commission's Exhibit
Ho. "H". This summary appears in the following table:
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-+ VIII . :
(E MIOH OB' VABUAI IONS BY.' OUYAM.AOA WATER COMP ANY

[ 11 C [}

" COMPARATIVE

N DIEGO AND nun TNVRA 18 ot () -n INEERS
-..88..83.3’.:ﬂ.ﬂ.“ﬂ.ﬂ...a-I.':l.8l..--.-...-.-..ﬂ.--.-"-.I.-.ﬂ....“ﬂ"'ﬂﬂ-.-..---.-.-...'-I-B-'Iﬂ-.-ﬂ-ﬂﬂﬂﬂﬂ...ﬂﬂ.ﬂ.ﬂl.ﬂ-
REPRODUCTION COST WITH OVERHEAD . DEPREC IATED anomcm ION CQOST o
s CUYAMACA A MESA CITY OF tA LLROZ ¢« CUYAMACA LA MESA CITY OF tAILROAL .
13 : FATER CO. DISTRICT SAN DIEGO COM. MIGBS. : WATER CO. DISTRIGT _SAN DIBGO  COMM, ENGRS. :
COLLECTION SYSTEM
Uyamace Reservo $ 46926 § 49384 @ 45901 $ 46986 $ 42647 $ 46761 § 31144 S 32691
Diverting Dam 49199 52217 44112 49026 44367 26839 30680 37361
Pump Station No. 4 665 611 697 5656 537 586 567 b37
Sand Creek Pump station 4325 3786 4310 4326 4095 3631 4094 40956
Chocolate W 8247 90 56 6629 8247 7851 8763 3905 7851
Monte Pump Station 51007 388267 279184 43433 17212 14379 4188 16109
Total Collection System 50268 DB TS °94 6 318 1 166965 D979 3 i 986 4
TRANSMISSION SYSTEM
ume=-- ctions 867670 840677 714266 782616 471493 132088 227813 306638
Murrey 36" Supply Line Y 6907 6379 7117 6968 6720 6187 6916
La Mesg Ditch Line 12948 9840 8703 o722 9142 6442 1740 6746 et
Total Transmission System
DISTRIBUTION SYSTEM
Webstar Reservoir 497 309 293 497 478 166 386 248
Grossmont Reservoirs 6914 4793 4664 8060 5437 4482 4449 4737
w Pump Station 217 2436 2322 217 1726 1949 1744 1726
Miles Reservoir No. 1 N 4024 3622 aN3L 2687 2873 2994 2687
- Pump Station 2030 2031 2166 2030 1196 1285 1077 1196
» Reservoir No. 2 993 664 1086 993 716 399 931 716
Murrsy Reservoir 23061 £1689 14243 198856 23006 21 604 13674 19838
» Eucalyptus Siphon 16288 14019 12836 16074 16040 13645 12449 14671
Eucalyptus Reservoir 9678 11197 10471 8927 8364 10039 7368 7703
La Mesg Reservoir 275629 27312 18767 22939 26231 26641 14694 £1432
La Mesa Dgm Pump Station 2043 1747 2268 . 2043 1734 1638 1136 1734
w ©m Pipe ILine 143564 12968 12477 14364 4364 6183 3494 4364
" " Pump Station No.,l 6292 68356 5383 6292 5024 6621 6067 6024
Distribution Mains ' 167149 184639 154226 167149 1286527 14 3211 1136056 128627
Totel Distribution Eydtem 2806% 29444¢ P44 "7C F-4s POY6LE 3O06E 21 460
MISC : _
ssion Cable Sta. 3b 39 144 3b ' 36 128 al
Telephone Lines 3274 3639 2721 Se74 3110 3300 2630 3110
Total Miscellaneous 459 Bt J:] 4 - T T
2OTAL-~- §138192¢ $1209428 §less §1226520 $851960 3497905 $496128 $636676
Add =AddiTioml Meters,
Pipe, eto, 11957 11967 11661 11661
GRAND TOTAL - - - - $1343891 §1237287 $843611 $647137

# = District and City have not computed cost on latest and most complete schedule.
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In order to complete this tahle to the date of
submission herein, it is necessary to make certain corrections and
additions, as follows:
(a) Cuyameca Water Company.
The following subtractions and additions should be meade:
Subtractions:

From the reproduction cost of
Monte Pumping Plant ........ $56362.00
From the reproduction cost of
200 LIS c.ccccccscscscnses - 12000.00
From the reproduction cost of
the distridbuting mains .....  3640.00
Totel subtractions ... $20,002.00

Additions:
To reproduction cost of La Mesa
mtoh T E R EE N B N A N R B A A N A 1941.00
To reproduction cost additionsal

meters ..... e 109.00
To omitted items, FNormal Heights
BhOPB ® e a e 0w 0 2% S 0 e e e e e 532000
To omitted item--Materisls on
hand @ 8 ® & s 8 " % " O " " " E e e e NN 20900'00
Total additions ...... $23,482.00

These chenges result in a net addition of $ 3,480.00

to the Cuyamaca Company's estimate of reproduction value new,
BAEIRg & oML Of ..ccccsiviviinnsasnsnnseses. § L 00Y N1 .00

Similar corrections should be made in the Cuyamaca

Company's estimate of reproduction cost less depreciation, result-

ing in a f£inal estimate of ....c.ccc0ceeesce. § 850,791.00
(b) Irrigetion District.
To the estimated reproduction cost as estimated by

the Irrigation District there should be 2dded the item of
addi{tional meters and pipes, which Mr. Lane estimates at $12,066.00,
the FNormal Heights shops, estimated by Mr. ILarve at ..... § 532.00

the maeterisls and supplies on hend, estimated by Mr.Lene $20,900.00
Mking a total addition of et s e ssssssesREsRsssssRRBOS ”8"98000

n§d e final estimate of reprodusction cost amounting to $1,342,921.00

-~
'
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The appr0p£1ate additions must also be made to the
Irrigetion District's estimate of depreciated reproduction value,
gshown on the above teble to be $497,905.00.
(o) Oilty of Sen Diego.
The City of Sen Diego did not include &n allowance for

the Normel Heights shops or for materiasls and supplies on hand.
It will be necessary, in order to present & final estimate, to
meke the necessary additions to the City's estimate of reproduc-
tion value new, amounting 0 e..ecececsccasacss $1,106,381.00

If Mr. ILene's estimate for these two items is accepted, it will
result in the addition of the sum of .......... § 21,432.00

meking & total estimated reproduction value &s
estimaeted by the City of Sen Diego, 0f ..c..... $1,127,813.00.

A similar change in the depreciated reproduction velue
estimate of the City of San Diego would result in increasing
the estimate from $496,138.00 to $512,138.00.

(d) Railroed Commission's Hydraulic Department.

To the estimated reproduction cost presented by kr.
Armstrong should be added the necessary allowance for the two
omitted items of Normal Heights shops and materiels and supplies,
thus totalling $1,258,719.00.

A corresponding change in the Hydraulic Department's
estimate of depreciated reprodustion cost would result in an
increase of the estimate from $647,137.00 to $663,137.00.

Baéh of the foregoing estimates was prepared with
thoroughness and ability and clearly represents & consoientious
effort on the part of the respective engineers to reach a fair
oonoigaionﬁ as to the estimated cost to reproduce the property new
and the estimated depreciated reprodustion cost, on the theories
respectively adopted by these engineers. The point of greatest
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difference is the depreciated reprodustion value of the flume .
In its decision in Application No. 118, the Railroad Commission
found as & faot that this flume has entirely passed its usefuml
1ife and should at once be remewed. Subsequent to the deocisionm,
the Cuyemaca Company lined the entire flume with rubberoid roof-

igg pasper. The testimony seems to gshow that this roofing may reason-

ably be expected to last four or five years, and that during this
period of time the flume will remain reasonably water tight.

Mr. Dockweiler and Mr. BEarle, testifying in behalf of the
Irrigation Distriet, stated that the flume could not be expected

to remein in service longer than four years more. Mr. Lene

essumed & remeining life of seven years. Mr. Armstrong assumed
that the flume box and trestle could possibly be made to hold
together eight or nine years longer, but because of the practiceally
untried use of the rubberoid roofing for flume lining, he estimated
an aggregate remaining 1ife of five years.

Mr. Dockweiler, starting with the assumption that the
preseyt flume is far more costly than necessary for the uses to
which it is devoted, estimated the cost of a substitutional sys-
tem of equal carrying capacity, consisting of a 36 inch wood stave
pipe line, and tunnels of & size sufficient to ocarry at least

30 second feet of water. He estimated a reproduction cost of the

pipe 1line asmounting to $479,002.00 and of the tunnels of $68,221.00,

being a total estimated reproduction cost of the substitutional
system amounting to $547,223.00. Assuming a remeining life of
four years for such wood stave pipe and no depreciation for the
tunnels, he reached a conclusion that it would be necessary to
subtract the sum of $415,135.00 for depreciation, leaving & present
value, under the substitutional system of §132,088.00, as con-
trasted with $471,493.00 estimated by the Cuyamaoce Compaeny,

#305.588.00 estimated by Mr. Armetrong end $227,813.00 estimated
by Mr. Whitney. Without saying that one of these engineers is
right and the others wrong, I entirely agree with Mr. Doockweiler
that, viewed from the kmowledge which we at present have.‘tho
oonatruction of this flume was & ﬁia%akn becguse it waé entirely
too large and is very expensive to maintain, and also that whoever
takes this system takes it subject to the 1liability of expending
& large sum of money within & few years for the purpose of entire-
ly replacing the flume. That this fact is & very material element

to be considered in determining the value of the system will, of
course, be admitted.

2. REAL PROPERTY.

Testimony with reference to the value of the Cuyamsca
Company's real property was presented on behelf of the Cuyamaocsa
Company by Ed Fletcher and on behalf of the Irrigation District
by Thomas O'Halloren and C. C. MoCutchen. Testimony as fo the
value of the lands in the Cuyamaca Reservoir was also presented
on behalf of the Cuyamaca Company by C. W. Potter, F. E. Feeler,
Frank T. Hill and W. L. Detrick, residents of Julian.

The following teble shows the estimates of land values
presented by Colonel Fletcher and Thomas O'Halloran:
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LAND VALUZS - FLETCHER AND O'HALLORAN.

Cuyamaca Reservoir

na Ilesa Hesaervoir

La ilesa Klowage Hights
Murray Hill Heservoir
Eucalyptus Reservoir eni

HZight of weay

Xuehner Pro perty

Toverty Gulch Heservoir
webster Heservoir -
iiles Reservoir iNo. 1
diles Heservoir [o. 2

Groscsmont Heservoir and
Zunping Stetion

IIiles Zunmp Stetion
¥onteo “umping Z2lant
¥1lume Kight of way

La Zesa bUitch

Yurrey zZucalyptus Siphon

La iesa Fipe Line

Acres Fletcher

1074 $134,250.00

83 16 ,600,.00
15.16 4,848.00
6443 2,250.00

37

O'Halloran

$63,800,00
4,980.00
60 .00
1,616.00

643,00

Reservoir-s160 =

160 $200 per acre

2,400.00

Hillside $6 - $£10

per acre
120 - 2,875.00
.14 35.00
5.68 1,104.00
42 210.00
41 820.00
e25 87 .50
7.85 2,147,62
229.26 12,684,756
22«25 5,562,560
1.19 476 .00
2.05 615 .00

600 .00
200.00

1,000.00
200,00

2,365,400
148a.7,330,00
1,335.00

per acre
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Neither witness testified as to the value of the Zelly

. Ditech right of way, containing 7 acres, and estimated in the

Lane appraisal at $50.00 per ecre; the land at the diverting
dam with flowage rights, consisting of 8 acres, and estimated
in the Lane appraisal at $100.00 per acre; one scre of land &t
Sand Creek Pumping Station, estimated in the Lane appraisel at
$100.00 per ascre; right of way from flume to Ilurray Hill Reservoir
for 36 inch supply line, conteining .47 of an ecre, estimated in
the Lene appraisel at $350.00 per acre; nor the lormel Heights
shops, conteining .273 acres, snd estimated in the Lene eppraisal
at $£2000.00 per acre.

The flowege rights and land for the keeper's house at
the diverting dam, the land on which Send Creek Fumping Station
is located and the right of way for the main flume from the di-
verting dam to the northerly line of section 9, in Township 15

south, Renge 2 xast, S.B.l., as well &s the diverting dam in the
South Fork of the San Diego River and the right of way for the

flume end pipe line through sSections 3 end 10, in the same town=-
ship and renge, are all located in Cepiten Gronde Indlen Heservas
tion. The fee is in the United States Government ani the Cuyamaca
Company has only an easement.

Mr. B4 Fletcher testified, at page 462 of the transcript,
that he velued the‘lands in the tuyamaoca <eservoir at {125 per
acre, but that since he heard the testimony of the Julisn witnesses,
he asked that the value be raised to {200 per acre. "his second
value was clearly an afterthought. The Julisn witnesses testified
that the 1aﬁd'was worth about $2650.00 per acre for the purpose of

raising apples. These same witnesses testified on the hearing in
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Application lo. 118 that the entire 1675 acre was worth between
3100 and $150 per acre. The net result of their testimony in the
present case would be to assign to a portion of the Cuyamaca lands
a velue considerebly in excess of the value of the entire tract,
téstified to by them in the hearing on ALpplication 118. Commissione
or Sshlemen found on the former hearing thet the sum of $144,000.00
would be at least empls and, if enything, in excess of the real}
velue of the 1675 acres which constitute the entire tract, Colonel
wletcher testified that he had paid between $6,000 and S7,000 for
the 160 acres which constitute the Xuehner property. The La llesa

vitch right of way on which Colonel ¥letcher placed & velue of
3250 .00 per acre, was ecquired by condemmetion in August, 1914, at
$150.00 per scre for three parcels, anl £185.,80 per acre for the

fourth percel.

8. WATER RIGHTS.

In the Lane resport, filed as Cuyamace Compeny's Exhibit
Io. 5, the Cuyamaca Company cleimed en item of £999,000 for water

rights, consisting of 333 9-months miner's inches, being the net
géfe yield of the system &8s determined st that time by Hr. Lee,

at $1500.00 per miner's inch, emounting %o 5499,500.,00, end =n
gdditional item in the same amount for 333 9-months miner's

inches as representing an average flo0d yield which the system
was suppoéed to be sble to cerry. lr. Lane stated that these

were not his values snd that he was unwilling to testify as to
velues to be assigned in this ﬁroceeding to water rights. ‘hen 1t
ig remenbered that all the water rights owned by the Cuyamaca
Company were traan%rred to the company, together with nearly

a1l the lands end physical property now owned by it, all for the
gum of £1650,000.00, lir. Lene's hesitancy to stami sponsor for the

amount ¢laimed in his report for pator_rightp oan readily be under= |
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stood. "The figure thus presented is simply enother illustration
of the extreme optimism with reference to water right values which
e number of utilities have recently shown in cases pending before
the Heilroad Commission. The water compenies can &cquire title to
water rights and that these water rights may have velue is, of

course, clear. San Joaguin end Kings River Cemel end Irrigetion

Company vs. tounty of stenislaus, 233 U. 5. 454, decided on April

27, 1914. To say that water rights which are acouired together
with & weter system should thereaifter suddenly have & value 1in ex-
cess of six times what was paid for the entire system, including |
the water rights, is 8 dif ferent thing.

Later in the hearing, the Cuyamaca Companyypresented‘two |
distinet lines of testimony with reference to water right vealues.
The first line of testimony Wwas presented by IiT. A. %, Chendler
and the second by Mr. . S. Post, in reliance on data supplied
largely by iir. C. H. Lee. |

1ir. chandler testified thet the water diverted through
the Cuyamaca system is worth at least $1000 per 9-months miner's
inch, regardless of owvnership, with certain iaportant cualificetions.
e Gnandler testified that 1f, after the evidence had been o
pleted, it should eppear to the commission that the jrrigation rate
which would result would be unreasonably high for the irrigators,
then his value of $1000 per miner's inch should be cut down. He
testified furtnef thelr a water right value is en intangible, and
thet if, after detormining the fair velue of the physical items of
the property end meking reasoneble allowances for maintenance &and
operating expenses and depreciation, the the rate which would re-

sult fromitheso computations would be such thet an addition thereto
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by reason of water right values would result in a rate which the

irrigators "could not reasonably afford to pay, no allowance should
be made for any water right value. Apparently acting on this theory,
the Cuyamaca vompany has claimed no water right value in connec-

tion with the water used for irrigation, in

L~

80 far as ooncerns the esteblishment of rates. The Cuyamaca

company, however, does claim & value tor this seme water for the

purpose of seale. “This position ot the vuyemace uompsny seems en-
tirely illogicel. I1f a purcneser or this system must pay for these
water rights, he would later olaim the right %o establish rates
high enough  -to yield him a return on the entire purchase price, in-
cluding the price paid for the water rights. But if the irrigators
cannot reasonably pay & rate including en allowance for water rights,
the purchaser would at once find himself in the position of having
bought a property the value of which, from his point of view, was
depreciated by reason of the fact that he could not charge rates
high enough to yiel& a return on water right value. Hence, it would
geem t0 follow that if the vuyameca Company can not cherge a rete
high enough to return a value on any water right, for ifrigation
purposes, it can not consistently ask that value be allowed for
these water rights for purposes of sale.

Mr. Chandler also testified that if a water system is al-
ready burdened with servitudes to the publioc up to the extent of
its capacity and that if water rights under & system havs been
g80ld to the consumers, they belong to the consumers and the water

company is not entitled to receive peyment & second time when the

- company undertakes to sell its system.

Referring now to domestic water, ir. Chandler gqualified
his value of 31000 per 9-months miner's inch by saying that if
the use of a value of $1000 per 9-months miner's inch should re-
sult in a rate for domestic consumers higher than the rate hither-
to established by the keilroad Commission to be charged by the
City of San Diego for consumers in outside territory under similar



conditions, his value of $1000 per miner's inch would have to be

pared down accordingly. Aas the rates charged by Cuyamaca Company

for domestic consumers are already higher than the rates establish-

ed by the Kailroad vommission to be charged by the vity of San
Diego for outside domestic consumers, and as these rates charged by
the Cuysmaca Company can not be reduced, it would follow on ir.
Chandler's analysis, that no value can be allowed to the Cuyamaca |
Company for its water sold for domestic consumption.

Hr, Chandler testified that he had no suggestion to make
with reference to the value of the surplus water which the Cuyamaca
Company claims to have.

The second line of testimony presented by the Cuyamaca
Company in connection with its claim to values for water rights was
presented in connection with ité xxhibit No. 51, in which exhibit
the following claim is made for smn allowance for water right value;

"263 9-months miner's inches, being 24 miner's inches
continuous domestic use plus 239 miner's inches excess
flood water at $2960.,00 per miner's inches, being the
capitalized value of the difference between a rate of -
15.1 cents per 1000 gallons which is also the cost deliver-
ed at the city limits of the San Diego system, and the
corresponding cost of the Cuyamaca water which is 10.9
coents per 1000 gallons, both fixed on capital at 5 per cent
interest--3778,480.,00."

The Company then adds the following note:

"The inclusion of no value for water rights on
account of water now in use for irrigation for the
purpose of rate fixing is not to be comsidered as
& waiver of the right to compensation for such rights
for purposes of sale. ¥or the purpose of sale, such
additional valuation on account of water rights for
water used for irrigation as to the Commission may
seem proper is asked."

This valuation is based on a capitalization of the assumed
difference in the cost of delivering water at the gates of San
Diego between the Uity of San Liego's system on the one hand and

the Cuyamaca system on the other. The entire claim is ‘bau.d on

( b

\

the assumption that it coste 16.1 cents per 1000 gallons to
deliver water at the city limits of san Diego through the City
of San Viego's graviﬁy_aystem and that it costs only 10.9 cents
per 1000 gallons to deliver weter at the city limits of San Liego
through the Uuyamaca Compeny's system. ‘The assumption thet it

costs the uity of Sen Diego 15.1 cents per 1000 gellons to deliver

water from its gravity system at the gates of Sen biego is based

on certain computations presented by iir, Lee in Cuyamaca Compny's
Exhibit No. 44. In determining this cost to the City of San Diego,
Mr. Lee used a capital investment of $4,700,000, although as &
matter of fact, the City of sSan Diego paid $4,000,000 for the
system end has expended subsequently only $260,000, EHr. lLee
assumed an annual allowan&e for depreciation of $36,777.00 al-
though the xeilroad Commission in its Deoision Ho. 1465, rendered
on April 28, 1914, in aApplication No. 547, being the application
of/_g_::y])gggo for an order establishing the rates to be charged by
said City for the delivery of water to consumers outside of the
boundaries of said City (Vol. 4, Opinions ani Orders of the Xeil-
road Commission of valifornia, p. 902), found that & reasonable
sllowance for annual depreciation would be $27,826.00. Hr. Lee
allowed $66,169.00 as the annusl expenditure for maintenance and
operation, He took this amount from the records supplied by one
of thé employees of the hydraulic department of san bLiego, with-
out meking any oﬁook as to whether these sums included amounts
properly chargeable to oapital expenditures instead of to mainte-
nance and operation and without reterence to the fact that the
Reilroad Uommission in its decision on the tity of San Diego's
application had pointed out the faot that such had been the

practice smd that a reasonable allowance for maintenance and



operation for the impounding system would be $27,500.00, Mr,

H. A. Whitney, hydraulic engineer of the City of San Diego, testi-
fied that he had made a careful examination of the maintenance and
operating expenses actually incurred by the City of San Diego in
its impounding system and that his results check very oclosely with
the amount of §27,500,00 allowed by the xailroad commission.

lir. Lee assumed a net safe yield from the City of San Diego’'s ime
pounding system of only 6.1 million gallons per day wjen that sys-
tem shall have been completed. Mr., H. A, Whitney, who has had an
intimate knowledge of every detail of the system during the last
three or four years, estimated that under the most adverse con-
ditions, it is reasonable to assume that the City of San Diego,
with the addition of the Zine Creek Dsm, which Hr. Lee 8ls0 ine
cluded in his computations, would hawe & net safe yield of 7.5 mil-
lion gellons daily from the impounding system. 1t is evident that
nearly every assumption used by !r. Lee in his computation is
erroneous, and that no weight whatsoever can be given to it.

In said Application Ho. 547, the Kailroad Commission
found that the aversge cost of the delivery of water at the gates
of the City of San Diego from its impounding system is 9,73 cents
per 1000 gallons. This figure must be compared with the 10.9 cents
per 1000 gallons which the Cuyamaca Company clsims as the cost of
delivering water from its system at the gates of San Diego. On
this basis, it follows that on the second line of evidence sub-
nitted by the Cuyamaca Company to prove the value of its water
rizhts, namely, the next available source theory, the water rights
0f the Cuyamaca Company have no value.

After Mr. Lee presented his computations, Hr. H. A.

Whitney, hydraulic engineer of the City of San Diego, presented
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in Oity of Sen Diego's Exhibit No. 24, & computation as to the
cost of the delivery of water from the City of San Diego's im=-
pounding system snd also from the pumps now beipg omrafed by
the City of Sem Diego in the San Viego Kiver, This exhibit
shows that on the basis of 7.5 million gellons delivered daily
from the impounding system amd 2.75 million gallons delivered
daily from the sands of the San Viego River, or a totel net
safe yield of 10.25 million gallons daily, the cost to the City
of San Diego of the delivery of its water in the University
Heights Reservoilr amounts to 8.72 cents per 1000 gellons. On
onua-amnation by the Cuyamaca Company, lir. Whitney testified
that if the pumped water is entirely eliminated from his com=-
putations, the cost of water delivered from the impounding sys-
tem, on the net safe yield assumed by him and on the basis of
four million dollars expended by the City of San Diego for the
properties of sSouthern Californis ilountain Water compaﬁy in-
gstead of the $3,500,000 found to be their fair value in this
Commission's decision on Application No. 547, the cost of water

delivered from the impounding system alone at the gates of Sem

":D:I.ego is 10.4 cents per 1000 gallons as contrasted with the

Cuyamaca Company's cost of 10.9 cents per 1000 gallons under
its system in its preeant. condition and its cost of 10.7 cents
wﬁen its system is fully developed in accordance with lir. Lee's
suggestions. |

Mr, Whitney also made an estimate of the cost of pump-
ing water from the sands of the San Diego River and delivering i%
in University Heights Reservoir, and found this cost to be 4.62
cents per 1000 gallons. He also reported that the cost of pump-
ing water from the sand of Tia Juana River and of delivering three

million gallons per day at the Lower otay Rpeservoir at an
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elevation of 450 feet above the sea level would be 5.26 cents
per 1000 gallons, In order to ascertain the cost of de-
livering the water at the gates of San Diego, it will be

necessary to addl to this cost an amount whieh i'epreeente a

proper proportion of the cost, operating expenses and deprecia-
tion of the Lower Otay Reservoir and of the pipe line or pipe

lines leading therefrom fo the University Heights Keservoir.

There was also introduced in evidence a report presented
Jointly to the City of sSen Diego and to the Valcen Land & VWater
Company by Hir. P. E. Harroun, dated August, 1914, in which report
ar, ﬂeﬁoun finds that upon the basis of 4 1/2 per cent interest on
the value of the property, together with annual depreciation,
maintenance and operaeting vost and the delivery of 23 million
gallons daily, water could be delivered at the gates of San Diego
from the properties now owned by Volcan Land & Vater Company
on the San Iuis Rey Kiver at Warnmer's Hanch for the sum of 5.26¢
per 1000 gallons. Disregarding for the moment the comparisons
02 the cost of pumping water from the San Diego River, of pumping
water from the Tia Juana River and of bringing water from the
properties of Volean Land & Water Company, and confining our
attention entirely to the cost of water delivered by gravity at
the city limits of San Diego from the City's impounding system,
it appears conclusively, on the CUuyamaca Company's own theory,
that no substantial value can be assigned to its water rights.

Before leaving this particular branch of the subject,
1l desire to draw attention to the fact that whether or not the
City of San Diego continues to buy from the Cuyamace Company any
surplus water, is entirely problematical. with the exception of

insignificent amounts sold to ranchers, the Cuyamaca Company has

never sold surplus water to any customer other than the City of
San Diego. No such water was sold to the City for a period in
excess of five years befween 1906 and 1914. Less than two years
have expired since the sale of surplus water to the City hes been
resumed., i'hether the uvuyamaca Company will continue to find a
purchaser for these surplus waters and whether it will be able to
re-esteblish rights as against the riparian owners owning lands
below the diverting dam are matters which largely lie beyond the
control of Cuyamace Compsny and as to which no definite finding
can be made on the evidence presented in this proceeding.

I now desire to draw attention to a further matter
having a material bearing on the cuestion &8s to what allowance
shoukd be made in this proceeding for water rights. Heference
has slready been made to the water right contracts entered inmto
by San Diego Flume Company, I shall now refer to these
contracts, under the different type forms, for the purpose of
drawing attention to the language therein with reference to the
granting of water rights or sgreements to supply water,

1. b.om HO. 1"‘ 58051 Id.;l_.

*

In this form of contract Sen biego Flumebompeny‘?er
itself, its successors and assigns, doth sell and convey and agree
to furnish in perpetuity, for the purpose of irrigation and use
upon, and in connection with the following land, situated in
the County of San Diego. State of California, to-wit (deseribing
land) a water right of and to ( ) inches of water, miners
measure, under & four-inoh pressure, being equivalent to 12960
standard gallons of water in every 24 hours for each and every

inch hereby so0ld, under a four-inoh pressure, as aforeseid.”
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In this form of contract San Diego Flume Company,
referred to as the owner of certain water and water righta,
end a system for the delivery of'ﬁater fo 6onaumers. "agrees
to and does hereby sell and convey to the consumer a water right
to ( ) miners inches of water (being equivalent to 12960 |
stenderd gallons of water in every 24 hours for each and every .
inch), to be delivered through the distributing system of the
party of the fir#t part at a suitable point on its main flume
line for deliveries above the flume terminus, or at a suitable _
~point on its main pipe line for deliveries below the flume terminuse*

It is provided that "said water right is sold for the
use of, and to be appurtenant to, the following described real
estate, now owned by the consumer, in the vounty of Sen viego,
state of california, to-wit: (Describing land).”

The contract further provides that "it is expressly
unaerstood and agreed that the water right hereby sold shall be-
long to said described resl estate and be used thereon and not
diverted therefrom, or used on any other land.”

Of the 40%.835 miners inches covered by this form of
contract 150 miners inches &are covered by contract entere@ into
on February 7, 1908 between San Uiego ¥lume Company and La Mesa
Development Company, in which contrect it is provided thet in
consideration for the sum of $120,000.,00 the ilume Company "does
hereby grant, bargain, sell and convey unto the said party of
the second part a water right to 1560 inches of water, miners
measure, under & four-inch pressure from the center of the opening,
being equivalent to 12960 standard gallons of water in every 24
hours for each snd every inch, to be delivered from or through

*
-
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the mein flume lines end pipe linee of the party of the

first part. 1t is provided that "said water right is sold

for the use of and to be appurtenant to eny lsnd within the
flow of the water system" of the ¥lume Company owned by La llesa
Vevelopment Compeny, its successors or assigns. 7Thie contract
differs from the others of this type particulerly in that it
provides thet La liesa Development Compeny mey have twenty yesers
within which to ettach the water covered by the contract to
designated tracts of land. The Flume Company sgreéd that |
upon the designation of any particuler parcel of land it wouid
execute & water right contract atteching & specific cuentity
of water to the designated parcel of lend, such water right
contract to be of type No. 2. One miners inch of water has
been attached to land under this contraset =nd is being used
but the remaining 149 miners inches have not been ettached,

A suit for specific performence of this contract brought by La
Mesa Development Company ageinst Jemes A. Murray and kd
Fletcher was filed in the Superior vourt of San Diego County
on Kebruary 16, 1912, and is still pending.

3. FOI-@_ HO. 3“ 67.33 EC-I_.

In thig form of contract Bryant Howerd and x. A%
Thomas, trustees of Lé liesa Colony Tract and San Diego Flume
Company, convey & lot or lote in "ILa llesa Colony,"™ also
& lot or lots in the town of La lesa "together with the right
to teke water from the pipes or flumes of said company at the
rate of one miners inch measured under a four-inch pressure
(for irrigation and domestio purposes) for said trect.* The
¥lume Uompany agreed to convey water in its pipes or flumes
to the edge of saild traot "within 2 reasonsble time sfter the

L S
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completion of its mein flume line to its reservoir ebout 8

miles east of the city of sSan Diego, and near gsaid 'La Mesa

Colony.'"
On March 1, 1912, the FKlume Uompany, qlaiming that

o0 miners inches under this type of contract had not been ap=-
plied for "within e reasonable time" after the completion

of its mein flume line, elimineted this number of miners
inches from its list of outstanding contracts, thus reduocing
the number to 67.33 miners inches.

4, _.l'."tom No. 4= 3.62 R.le

In this form of contract, originally entered into
with Tereltas lend and water Company, San Diego Flume Company
bound itself as long as the covenants %o be performed by the
purchaser were kept, "to furnish snnuelly for the lands herein-
sbove described, snd none other, water as follows" (specifying
number of miners inches) with certain provisos to whiech it is

unnecessery here to refer.

5. HForm No. 5- 9.875 HM.I.

In this form of contract entered into between San
Diego #lume Company end Columbien Realty Compeny, the Klume
Company agrees"to sell, furnish and supply to the party of
the second part, not to exceed 9-7/8 inches of water, miners
measure (under a four-inch pressure from the center of the
opening), being equivalent %o 12960 standard gallons of water
in every 24 hours for each and every inch, or total per each

24 hours of 127,980 gallons,” The agreement speci fies

the territory for the use of which the water is sgreed to
be sold, furnished and supplied. A% the time this oontraot.

was entered into Columbian Healty Company surrendered certain

{
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contrects covering approximately 6.8 miners inches, a part of
vhich had been secured through Teralta Land snd iater Compeny's
contract (Form No. 4). Columbian Kealty Company was selling
off lots in this territory amnd was distributing water to its
purchasers for domestic purposes. Kairmont Zater Company,
distributing water to isast San Diego is the successor of
Columbian Realty Company under this contract.

6o ¥orm No., 6= 14,5 H.I.

In this fomm of contract, entered into between Sen
Diego Flume Company snd k1l Cerrito Park iater Company, the
Flume Company sgrees "to sell, furnish and supply to seid
party of the second part not to exceed 14-1/2 inches ofw ater,
miners measure, u nder a four-inch pressure from the center of
the opening or the equivelent of 12960 standard- gallons of water

for each 24 hours for each and every inch, or & total per eech

24 hours of 187,920 gallons,." The agreement provides that the

water is to be sold, furnished ani supplied for use upon a
certain territory specifically described in the contracte.

70 Form I\'OQ 7“"‘ 20 .::..I.

In this form of contract, entered into between San
Diego Klume Company end La Mese liutual iiater Company, the Flume
Company "does hereby agree to sell, furnish snd supply to the party
of the second par!;" 6 inches of water, miners measure, with the
option on the part of ILa iesa llutual Water Compsny to take 15
additional inches within the time specified in the contreet, which

option seems to have been exercised. The contract specifiecally

describes the territory in which the water is to be used.



8. Form ilo. 8- 2.250 M.I.

In this form of contresot, entered into be tween San
Diego Flume Company snd Levi Chase, the Flume Compa&ny agrees -
that it "will convey to the party of the second part a water
right of 2-1/4 inches of water, miners measure, under & four-
inch pressure, to be taken and used as hereinafter provided,
snd subject to the conditions usual with said party of the
first part in the sale of water rights to other psrties.”

9. Form NO. Te- 16 M.1.

In this fomm of contrasct, San Diego Flume Company
‘"agrees to and does hereby sell ami convey to the consumer
a waeter right to miners inches of water (being equivalent to
12960 stenderd gellons of water in every 24 hours for each
end every inch}, to be delivered through the distributing sys-
tem of the perty of the first part at a suiteble point on its
mein line flume for deliveries above the flume terminus, or at
a suitsble point on its main pipe for deliveries below the
f£lume terminus.” The contrect further provides that "said
weter right is sold for the use of, and to be appurtenant to,
the following described real estate (describing real estate).”
The foregoing type forms of contract appear in full
jn Heilrosd Commission's £xhibit "E" in this proceeding.
rweference has elresdy been made to the rentals to be paid under
these verious forme of contract snd to the fsct that in each
cage considerstion was peid to the Klume Company for entering
into the contrect. HKHeference has also been made to the water

which the Cuyamace Compeny is obligated to supply to the Indians

end to the water supplied fpr domestic use on Normel Heights,
Bonnie Bree, leralte Heights and Kensington Park.

M, C. Healion, president of San Diego Flume Company
et the time of the sale of the property to James A. Hurrey on
June 1, 1910, testified that the ¥lume Compeny hed recognized
the obligetions of all these contracts up to the time of the
sale of the property. T"he sgreement for the sale of the
property entered into on April 20, 1910, between San Diego
¥lume Company and James A. liurray, specifically provides that
"said water delivered is sold, subject to all water right con-
tracte hitherto made by the party of the first part with con-
sumers under its water system.” 1t further provides as follows:
"It is understood and agreed that there ere now in existence
contreets to supply weter to consumers covering ebout 625
miners inches of weter &t verious annuel rentels."” - Attech-
ed to the sgreement is a statement showing gross earnings as of
ifay, 1910 on existing water right contracts and extre énpply
end enumersting the water contracts, showing outstending obliga-
tions of 625.08 if.I. 'he deed from San Diego #lume Company %o
Jemes A. llurray deted June 1, 1910, provides in part as follows:

"This property, water system, frenchises, easements,
et cetera, are sold, subject to all water right contracts,
or contrects to rent, sell, supply or distribute water
hitherto mede by the party of the first part, whether
such contracts refer to water already furnished or
hereinafter to be furnished."

The party of thelsecond part "assumes, and sgrees 1O perform
all such ocontracts to the same extent and in the same mamnner

as the party of the first part is now bound to perform the
same.," The deed further provides as follows:

(% ¥



"It is further understood and agreed that there
are now in existence contracts to supply water oovering
about 625. miners inches of water at various rentals.”
The agresment dated November 17, 1914, between James
A. Hurrey and kd Fletcher and La liesa, Lemon Grove and Spring
Valley Irrigation Distriet, hereinbefore referred to, provides,
as already indicated, that the property is to be sold and ao-
guired "subject to 21l water right contrects or contrects to
rent, sell, supply or distribute water hitherto made by San
Diego ¥lume Compeny (formerly the owvmer of the said water system),
whether such cmtracts refer to water already furnished, or
ﬁereafter to be furnished.
A1l weter sold by the Uuysmece Company for irrigation
purposes is sold under some one of these contracts. Out of
24 miners inches of weter sold by the Cuyameca Company in 1914
for domestiec purposes, Hr. #. 3. Post testified thet all except
8.3 miners inches is also supplied under some one of these con-
tracts. “These 8.3 miners inches appear to be supplied to
certein portions of Normal Heights, Xensington Park snd other
territory lying outside of the territory described in any of
these contrects.
yeference has already been made to the fact that the
San Viego ¥lume Company received considerstion for each of these
contrects. Ln some of the earlier contracts the consideration
was either the grant of right of way or the grent of right of
way plus the payment of cash. In most cases, however, the
conpeny received cash payments renging from £600,00 to $1,000.00
per miners inche. <The sums usually paid were either $600.00 or
£800.00 per miners inch. After December, 1898, no water rights

were s0ld for less than £800.00 per miners inche The evidence

(f

seems to show that the Sen Diego ¥lume Company received from the
sale of weter rights in the neighborhood of $368,000.00 in cash
together with rights of wey of indefinite value.

In the present proceeding Cuyemaca Compeny tekes the
position that all these contrects sre void and that the company
is under no obligation with reference to eny of them. The com-
pany further tekes the position that it will not return the money
which was paid for water rights as distinguished from the rentels
specified in these contracts and that it will meke no gllowence
for the seme. It is unnecessery for me at this time to comment .
upon the ecuity ot such & claim.

The Uuyemaca Uompeny's position thet these contracts
are 211 void is founded upon the principle thet & public utility
water compsny hes no right to grent preferences to eny persons
within the aree ot the territory to the service of vhich its
water has been dediceted. The Cuyemece tompsny claims that
these contreets violate this principle in that they purport to
grant to the owners of certain of the lends within the territory
to the service of which the compeny's water has been dedicated
rights to the use of the water over end above the rights enjoyed
by other lend owners by virtue of their status as persons ovning
1and within the territory to the service of which the water has
been dediceted. "he company relies on a number of decisions of
the Supreme Court of this state and also of the rederal vourts

sitting in valifornia. Chief among these cases are Hildreth

ve. lMontecito Ureek Water Compeny, 139 Ual. 22; Leavitt vs. Lassen

Irrigation Company, 167 Cal. 82; Lassen Irrigation Compeny vs. Long,
167 Cal. 94; BSoise City I. & L. Co. vs. Clerk, 131 Yed. 415;

end Imperisl Water Company No. b vs. Holabird, 179 Xed. 4.




The consumers under this system take the position that
these contracts are all valid and enforcible. *They reply on a
number of decisions in whioch certain of these very contraots were
under consideration by the Supreme Court of this State and by the
Federal Courts, and in which the contracts were directly or by

inference sustained for the purposes of those cases. These cases

are San Diego Tlume Company vs. LChese, 87 Cal. 661; Sen Diego

Flume Compeny va. Souther,?0 Fed. 164; San Diego ¥lume Company

vs. Souther 104 Fed. 706; Souther vs. San Diego Flume Company,

112 Fed. 228, In the last case, Judge Ross, in enforcing one

of the type No. 3 contracts, bowed to the deoision of the uUnited
Stetes Circuit Court of Appeals in 104 Federal, although he believed
it to be wrong.

These authorities and all the other decisions which seem
to bear on the guestion were elaborately discussed by Commissioner
“shleman in this Commission's decision in Application Ho. 118, and
it is unnecessary to sgsin cover the field.

The difficulty experienced by the courts in passing upon
the validity of such contracts arises from the fact that at the
time they were entered into the parties apparently had in mind
only the ordinary laws of contract and real property and did not
reslize thet an entirely different body of law applies to the
rights and obligations of & public utility and its consumers.
Particular reliance is placed by the contract holders on section

562 of the civil Code, enacted in 1875, reading as follows:

"{fhenever any corporation, organized under the laws
of this State, furnishes water to irrigate lands which
said corporation has sold, the right to the flow ani use
of said water is and shall remain a perpetual easement to
the land s0 so0ld, at such rates and terms as may be
esteblished by said corporation in pursuance of law.
And whenever any person who is cultiveting land, on the
line and within the flow of any ditch owned by such corpoea-
tion, has been furnished water by it, with which to irrigste
his lend, such person shall be entitled to the continmed
use of said water, upon the same terms as those who have
purchased their land of the corporation.”

The consumers reply on this section amd on the decisions
construing the same in support of their contention that the
ordinary rules of real property end of contract obligations apply
and that they have secured through their contraéts a "perpetuel
easement” as such easements are known in real property law,
Without passing upon the validity of this claim, I desire simply
to draw attention to the decision of the Supreme Court of Celi-

fornie in lLeavitt vs. Lassen, supra. In this case, kr., Justice

Henshaw, at page 79 says:

"The fundamental and 211 importent proposition then
in this, that a public service water company which is
appropriating water under the constitution of 1879,
for the purpose of rental, distribution and sale, cannot
confer upon & consumer any preferential right to the use
of any of its water (citing cases).”

'Again. at page 90, lir. Justice Henshaw says:

"The right of an individual to a public use of the
water is in the nature of a public right possessed by
reason of his status as a person of the class for whose

benefit the water is appropriated or dedicated. All
who enter the class may demand the use of the water,

regariless of whether they have previously enjoyed it or not."
Referring then to section 562 of the Civil Code,

Mr., Justice Henshaw, at page 93, says:

"Permanent rights in a limited sense, such consumers
may acquire. That is to say, having once been supplied
by the company, they are entitled to & continuation of such
supply, unless their guantum shall be dinished by & short-

age for which the water company is not responsible, or a
shortage by reason of the increased demand of added consumsIrs.



In such cases, the duty of the water company is to supply such
water as it has, fairly apportioned between its consumers. If
it be conceived that section 522 of the Civil Code is designed
to confer upon any particular consumer any especial, pexrmanent
snd preferentiel right above what is here stated, that effort,
being plainly violative o? the constitution, would be held void."

Mr. Justice Henshaw then continues and holds that the
same declaration spplies to the provisions of the Act of llarch
12, 1885, and the amendment of ilarch 2, 1897.

If the position of the consumers with reference to the

vaelidity of thsse contracts is correct, and if it be held that
perpetusl easements on the system have been established there-
ander, on vhich contention jt is unnecessary herein to pass,
it follows that the Cuyamaca Company's system is burdened with
a1l these easenents and thet the value of the system for the pur-
pose of sale is accordingly diminished to this extent. Under
this view, the company having gsold these water rights once, can=-
not own them for the purpose of selling them egaine

On the other hand, if the consumers are not correct in
their contention, it becomes necessary to consider the effect to
be given to their transactions with the #lume Company, &8 bearing

on the velue of the Cuyamaca Compsny's property for the purpose

of sale. It has been suggested that these contracts have &t least

the effect of bringing the lends therein described within the
ares 02 the territory for the bene?it of which the water is ap-
propriated or dedicated and tO establish its atatus as land
pormanently entitled to share in the public use. It eppeears
clearly, however, from the evidence in this proceeding thet all
these lands were alreedy within the area to which the water ap-
propriated by San Diego ¥lume Company was dedicated and that it
sccordingly was unnecessary to pay'any'consideration to0 bring

these lends within the area within vhich they already found theme

selves. The notices of appropriation of water by sen Diego Flume

Company all show thaet the lands of all the contrect holders were

withiq the area’fo? the service of which the water was appropristed,

On liay 28, 1886, Ssn Viego ¥lume Company filed & notice
appropriating 2ll the waters of the Sen Diego Ziver at the he=zd

of Boulder Creek to the extent of 6,000 miners inches measured

unier & four-inch pressurs. The notice states that the water

"
is eppropriated, claimed and intended for irrigetion end domestic

use and mechanical purposes.” The notice continues as follows:

"The places where it is intended to use seid water are the City
of San Viego, Ex Ilission Rancho, end Rancho of X1 Cejon."

On June 29, 1886, San Viego Klume Compeany posted &
notice appropriating all the waters of the South Fork of the

San Diego River to the extent of 4,000 miners inches measured under

& four-inch pressure. The notice of eppropriation stetes that

"said water is appropriated, cleimed and intended for irrigation

and domestic use and mechanical purposes.” The notice continues

as follows: "The places where it is intended to use seid

water are the City of San Viego, Ex iiission Rancho, Rancho of
El Cajon and other places between the point of diversion and the
seaboard."

On July 31, 1886, San Viego Flume Company posted a notice
approprieting all the waters of Boulder Creek to the extent of
2,000 miners inches measured under & four-inch pressure. The
notice states that "said water is appropriated, claimed &nd in-
tended for irrigation and domestic use and mechanical purposes.”
The notice continues in part as follows: "The places where it is

intended to use said water are the City of San Diego, Xx liission
Rancho and Rancho Xl Cajon."



The notices of appropriation filsd in behalf of Murray

and Fletcher after they acquired the property on June 1, 1910,
wers posted subsecsuent to the dates of all the contracts Herein
referred to, but were of similar tenor with reference to the ap-

propriation for public use and the place of intended wuse.

s

As gll the lands covered by the contracts were already
within the area to the service of which the witer had been ap-
propriated and dediecated, their owners, if they had understood %
their legel rights, could have demanded service upon the payment

of the established rates. ZFrice vs. The Riverside lLand an

Irrigating Company, 56 Cal. 431; lcCrary vs. Beaudry, 67 val. 120;

Fellows vs. City of Los Angeles, 151 Cal. 52; Leavitt vs. Lassen

Irrigetion Compeny, 157 Cal. 82; Byington vs. Sacramento Valley

%est Side Canal Compeny, decided by the Supreme Court of Cali=-
fornie on April 29, 1915,

It is well established now that a water utility hes no
right to charge & weter right in addition to the established

rates as & condition precedent to service. Sean Diego Land and |

Town Company vs. National City, 74 ¥ed. 79, 86; Lanning vs.Osborme,
76 Fed. 319, 329, 333; Boise City I. & L. Co. VS, Clark, 131 Fed.,

415, 420; San Joacuin and Eings River Canal snd Irrigation Company

vs. Stanislaus County, 191 Fed. 875, 891. ihatever question

there may have been in this matter hes been definitely set at rest

in this state by the recent decision of the Supreme Court of , {1

celifornie in Byington vs. Sacramento Velley West Side Cenal Companyig
supre, decided on April 29, 1915. |

The cuestion then arises as to what effect can be given :
to the psyments mede for these so-called water rights. If these E

moneys could be recovered by those who paid them or their successors,

|

|
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a serious cuestion might arise as to whether the value of the
water system would not be deprecisted in the hands of whoever

may own it. On the other hand, in the absence of & decision by
the Supreme tourt of this state holding that these moneys can be
recovered, the Keilroad Commission would be inclined, in so fer
as it could, on the facts of this case, to give effect, in equity,
to the moneys thus paid end to regard'thévqin so far as it can do
consistently with the establishment of uniform rates and the

prevention of discriminetion, as advance paynents on retes, S0

thet the consumers holding under these contracts will heve the

normal rates which they otherwise would be compelled to p&y, re-
duced to the extent of reasonsble interest on the moneys_ﬂhich
they have paid. By reason of the inebility to colleect such rates
as otherwise would be collected from these consumers, the value

of the weter system would, of course, be pro tento deprecisted.

¥rom vhet has been herein seid, and necessarily said
as bearing on the question of a feir sale price of this property,
the consumers under the system who have been using water under
their contracts, should not hawve the slightest fear as to the
permanency of their rights to receive water under this systeme.
Having once received water from this system end continued the

use thereof, they are entitled, as was held by the Supreme

Court of this state in leavitt vs. Lassen, supra, "to 8 con-

tinuation of such supply, unless their quantum shall be diminished
by & shortege for which the water company is not responsibdle,

or & shortage by reason of the inereased demend of edded con-

sumers.,” Healizing the diffioculties which mizht arise from the
demand of additional consumers in &n area specified in the notices

of appropriation larger than the area which can reasonably be
gerved, the Legislature of this state, in 1913, enacted Chaptier 8o,



providing in pert that wheflever the Reilroad Commission, after &
hearing, shall find that any water company vhich is a publio
utility operating within this state haes reasched the limit of ita
cepacity to supply water and that no further consumers of water
cen be supplied from the system of such utility without injurious-
1y withdrawing the supply wholly or in part from those who have
theretofore been supplied by such corporation, the Heilroad Cormmige
sion mey order end recuire that no such corporation shall furnish
water to sny new or additionel consumers until such order is

vacated or modified by the Commission. Acting under this

prineipls, although prior t0 the time this particuler statute was
enscted, the Zeilroad Uommission in its decision in Application
Jlo. 118 provided in part that "no additionel consumers shall be
added to this system except domestlc consumers under the terms
nereinbefore in this opinion and order set out.,” As long as
the =eilroed vommission continues t0 have jurisdiction over this
particular weter system it will continue to protect the rights oI
those who have heretofore enjoyed the use of the water from the
system against the taking on of additidnal consumers for irriga-
tion purposes beyond the extent to which the system can reasonably
supply such aiditional consumers. A4S far as domestic consumption
is concerned, there will be mo danger for & long time from addition-
a1l consumers of this class, for the reason thet the Uuyamaca
compeny system, 1if prOperly‘deVBIOPGd, can take care of large
gdditione]l amounts of domestic consumption.

I1n its zxhibit Jo. 51, Cuyamacs Compeny &lso cleims
en allowence of $250,000.00 for weter rights under rermit No. 1

02 the state Weter Commicsion of valifornia, issued on March 12,

1914, This permit suthorizes the appropriation of not to exceed

~ tion of power. .

50 oubic feet per second of Boulder Creek for irrigation and power,
end the Uuyamsoe Company intents to use this waeter for the genera-
'he evidence does'not_show thet eny coneideretion

wes peid to the State of valifornie in conre ction vith this ap-
proprietion. tThe Cuyamacae compeny presents a teble of contempleted
cost of developing & plent for the generetion of hydro-electric
energy by meens of the weter thus approprieted, of total opersting
and fixed cherges, of depreciation end of revenue, end reaches the
conslusion thet it will secure by this means & surplus profit of
$20,000,00 vhich sum cepitalized &t 8 per cent, gives & cleimed
power right velue of ©250,000.,00. this project is so vegue,
problematicel, speculative end uncertein as not to justify the
addition of eny meteriel sum to the ssle price in this proceeding.
the evidence shows thet only one-helf mile of ditch hes been
completed, thet the estimetes of construction cost, operating ex- .
pense end depreciation are purely speculative, snd thet no contract
has been entered into for the sale of gower. NO estimete of opératé
ing end meintenance eXpenses in connection vith this project hed
sver been mede prior to the presentation of the evidence in this

case. "The case seems to a1l clearly within the rule amounced by

the supreme Court of this state in Sen Diego Iend and Town COmpEmMy

vs. Neale, 88 tal. 50, in which the court, at page 66, says:

"phe condition of the property, the uses to which

it mey be put, having regard to the existing ad-
ventages for making & practical use of the property,
and such edveantages as may be reesonably expected

in the immediete future, are 21l matters for ocon-
gideration in estimeting the velue of the lends
(Boom Compeny V8. Patterson, 98 U.S. 403,); but to
attenm o ascerts s velue by estimating the
cost of works necesBary for its use for & partioular
purpose, the cost of operation, prospective sales
and estimated profits, inoreased demends through
growth of population, eta., requires 'a degree of re-
Pinement in the measure of values which seems 1o us
totally incompatible with the gross estimates of
common life... the gross estimates of conmon 1life
are all that the court and juries have skill enough

t0 use &8 & mMesasure of valus. All other measures



are necessarily arbitrery and fanciful' (Searle vs.
L. &B. B. R. R. Co., 33 Pa. St. 44)."

4. +@GOING CONCERN VALUE,

The Cuyamece Compeny also presents a oleim for going
concern velue. ‘“hat such value must be allowed in proper cases
is well established. But when it is remembered that in the
present case the Cuysmaca Company end its predecessor, the
san Diego Flume Company, have been unable for more than three

or four years during the entire period of 26 years of operation
to pay even maintenance and operating expenses, it must be &p-
parent thet this system has no very great velue a&s & "going con-
cern” in sddition to the value of its tangible properties. It
must be remembered also that when Jemes A Nurray purchased this
property on June 1, 1910 for £150,000 he bought it as & going
concern vhich hed been in operation andi doing business for some
21 yeers end the purchase price included &s one of the elementeg
of the props rty purchased its value as & going concerne.

5. ORIGINAL COST,; ADDITIONS AND BETTERMENTS.

The sgreement of April 20, 1910, by which San Diego

#lume Company agreed to sell its gystem to Jemes A. lurray for

£150,000.00, had attached thereto as Exhibit "A", & list of the
properties trensferred, which property includes nearly &ll the
sroperties now owned by the Cuysmace compeny. The deed dated
June 1, 1910 from sen Diego rlume Compeny to Jemes A. Murray con-

veyed all these properties, jneluding all the water rights owned

by the company and ite velue as & going concerne.

- -
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1he evidence shows that for 8 years, from 1900 until

1908, the Sen Diego Flume Compeny tried to sell its ez_;tira hold-
ings, but without success. In 1908, the lands not used end use-

ful in connection with the operation of the system, being 1400

-

aocres valued at $30.00 per acre, were segregated from the
system and the property was offered for sale at $150,000.00.
It was not until 1910 thet the company waé able to realize this
price. !Mr, Healion, president of the Sen Diego #lume Compeny,
testified that the compeny hed been willing for & long time to
take $150,000.00 and thet it took the first opportunity to sell
at that price. I am convinced from the evidence thet the sum
of $150,000.,00 may ressonsbly be taken as representing the fair
value of the property at the time of its sele by the San Viego
Flume Compasny to James A llurraye. |

subsequent to the sceuisition of the property by
Kurray the Cuyemace Compeny has made numerous improvements as
well as acquiring some sdditionel property. MNr. W. - . Post,
the company's chief engineer, teatii’iedlthat the principal
jmprovements and additions have been the plecing of an eddi-

tionel sideboerd on the flume, &n increese in the size of the

South Fork feeder, the replscement of 12 wooden flumes by steel
£lumes, the construction of additionel bents in the remeining
wooden trestles, the construction of a number of concrete con-
duits, the construction of siphons at Send Creek, sSouth Fork

and Chocolete to replece long snd dangeIrous wooden trestles, the
lining of the entire flume =ith rubberoid roofing paper, &n in-
crease in the height of the diverting dan, the construction of
an additional pipe line on ¥l Cajon Avenue, the deepening and
enlerging of the La liesa ditch esnd the purchase asnd better eguip-
ment of the Kl Monte pumping plant property. In addition, cer-
tain smell reservoirs and pumping plents have been constructed by

Murray and Fletcher in their individusl cepscities for the pur-
pose primarily of distributing water to their privete land hold-

ings in snd about Grossmont and array Hill snd are now to be



permsnently added to the water utility system.

Cuyamaca Company presented &s its Exhibit lo. 39,
g statement showing the alleged cost of the water system to the
Cuyemaca Company from June 1, 1910 to January 1, 1915, end
enother stetement marked "Cuyameca Company's Exhibit llo. 58"
showing the alleged cost of the system from June 1; 1910 to
March 1, 1915. Subsecguent to the hearing, the company filed
a statement chowing the alleged cost of the system from Jurs
1, 1910 to April 1, 1915 with an estimate of probeble cost to
July 1, 1915. These stetements are subject to numerous
gserious objections. The rate of interest of 10 per cent on
all moneys expended for comstruction as well as deficits in
ms intenance and.Oparating expenses is used throughout these
tables. The Cuysmace Uompeny's counsel steted at the hearing
that "we thought we would put it high enough and put it up
to the Commission.” Thet this raete of interest is too high
ander the circumstances of this case is too apparent for comment.
Furtaer, efter sllowing interest at the rate of 10 per cent per
annum on &ll the construction costs and 8ll the deficits in opera-

tion, the compeny adds in 1its Fxhibit No. 39 the sum of $150,230.00,
being the gross esrnings during the period from June 1, 1910 to
Jsmuery 1, 1915. On this besis the more money & utility earms

the larger is the amount as t0 which the utility is out of

pocket. Of course, no such allowance can be mede. Thecompany

also presents a statement of the "velue" of the property

accuired by Jemes A Murray end X4 Fletcher individually and

which 4s to go with the system, totalling $48,948.00. This
statement egein includes interest at the rate of 10 per cent

per ennum. It is not a atetement of actual cost of the property

- -
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end hence is not presented on the theory of actual expenditures
which is supposed to underlie the exhibit. The velues of most
of the real property therein conteined &re in excees even
of the values testified to by Colonel Fletcher and meterielly in
excess of the values testified to by lr. O'Halloran, Kor in-
stence, the Murray Hill Keservoir lands ere given & velue of
$6,335.00 while Colonel Fletcher testified to & value of $4,848.00
and lir, O'Halloran to 2 vglue of $1,616.00; liiles Heservoir Zo. 1
is given 2 value of §1,443.00 although Colonel Fletcher testified
to a velue of $1,104.00 end Iir. O'Halloren to a‘vglue of &1,000.00,
the lurrey-Hill Eucelyptus sdiphon right-of-wey is given & value of
$685.00 while Colonel Fletcher testified to a value of $476.00 and
the present value of the Grossmont Reservois is given a8 $£5,437.00
ag contraested with §4,737.00 estimeted by this Cormission's
hydreulic department. I believe that full justice will be done
to the company if it be assumed that these properties originally
cost, before the addition of interest, £30,000 instead of
€40,789.00 claimed by the company in this Xxhibit.

Furthermore, the Exhibit contains the full claims of
the compeny for meintenance and operating expenses, although
these operating expenses have been shown to0 include unduly large
amounts for selaries of general officers and items properly
chargeeble to the proposed sale of the property and other items
not proper to bs included.

Reilroad Commission EZxhibit IHo. "F" conteins & summary
of construotion and capitel expenditures, as agreed upon between
the Commission's auditor and the Cuyanaca Company between June 1,

1910 and Jenuary 1, 1916, without the addition of interest except
an item of $2,631.98 as follows:



TABLE NO. X.

SULTIARY OF CONSTRUCTION AND CAPITAL EXPENDITURES

June 1lst, 1910 to January lst, 191b.

Purchase of physical property of San Diego Flume Co.

Legel and other expense in connection with purchase

Purchase snd collection of unpeid accounts

Purchase and protecting water rights

Ingineering for proposed reconstruction, etoc.,

Equipment

Interest :

Lends and rights of way $

3oulder Creek, Conejos,Pverty Gulch and bl -Captbﬂ
Reservoirs

Bnildings :

Lurrey Hill Reservoir, pipe lines and tunnel

Cuyameace Reservoir

Le Messa Reservoir

Suecelyptus Reservoir

Diverting Dam
Flume construcetion,including wood flume,steel flume

$150,000 .00
592 .70
2,368.04
3,462 .92
2,029.31
5,472,652
2,531.98
3,231.99

.10,248.91
188,77
41,788,.91
13.10

98 .37

76 ,00
12,050.46

conepete flume, steel end concrete siphons,liningetc 134,980.40

Pipe Lines

Yetoers and services

Pumping plants

Telephone line

Measuring weirs, gauging stations, etc.
¥4 scellaneous expense

Casnelty insurence

Commissary - net cost

La liess Dithh

Total,

98,328,256
17,671.09
30,405 .50
2,209 .57
1,356.54
217,90
1,163.30
905 .40
137 .40

$621,428,.33

The sums thus expended are distributed over the years

1910 to 1914, inclusive, as follows:=

1910 £ 155,390.32
1911 51,815.20
1912 53,902 .63
1913 89,908 .33
1914 170,411.85

In addition to these amounts the Cuyamaca Company re-
ports capitel expenditures for Jenuery, Februaryrand.mardh;
1916 amounting to $31,241.00 snd estimated additional cepitel
expenditures from April 1 to July 1, 1915, amounting to
$2,500.00.

These statements do not include the properties ac-
oguired by Hurrey snd letcher individually, which properties
are to go with the system, and which have hereinﬁefore been
assigned & reasonsble cost of $30,000,00 without the addition
of interest.

The following teble shows the cepitel expenditures in-
curred during eadh year, together with interest thereon,

at the rate of 8 per cent per annum from the middle of the

year to July 1, 1915.



TABLE NO. IXI.

CAPITAL BXPENDITURBS, WITH INTEREST.

June 1, 1910 to June 30, 1916.

-
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ital Expenditures
8% intsrest for 5 years

o

Cap

Capital Expenditures
8% interest for 2 years

1914

Capital Expenditures
inferest for 1 year

1915

Capital Expenditures
interest for 3 months

Properties heretofore owned
individually by Nurray and
Fletcher, sssumed cost

Interest at 8% for 2 years

66,390.32
62,156.13

$ 51,815.20
16,580.66

$ 53,902.63
12,936.63

$ 89,908.83
14,385.83

$170,411.85
_13,632.96

33,741.00
674.82

30,000.00
4,800.00

$217,546.45

68,396.86

66,839.26

104,293.66

184,044.80

34,416.82

34,800.00
$ 710,335.85

The Cuyamaos Company olaims surplus and deficits in

. earnings over maintenance and operating expenses in the years

1910 to 1915, inclusive, &s follows:

TABLE NO. XII.
EARNINGS VS. MAINTENANCE AND OFERATING EXPENSES,
AS CLATMED BY CUYAMACA COMPANY

1910 Surplus in earnings over maintenance

and operating expenses $ 3,943.00
1911 Deficit in earnings over meintenance

and operating expenses 5,818.00
1912 Deficit in earnings over mesintenance

and operating expenses 11,830.00
1913 Deficit in earnings over maintenance

and operating expenses 13,707.00
1914 Deficit in earnings over meintenance

and operating expenses 7,604.00
1916 Surplus in earnings over maintenance and

operating expenses,

Januery 1, to April 1, 3,814.00

The evidence in this proceeding shows that the Cuyamsoa
Compeny's maintenance and operating expenses have been unnecessarily
heavy. Reference has already been made to salsries peid to general
officers and to the inclusion of expenses which are not properly
meintenance and operating expenses. As pointed out at the hearing,
the expenses for hearings before the ﬁaﬂroad Commission have been
As typical of
this condition, I desire to refer to Railroad Commission's Exhibit

abnormally high and far greater than necessary.

E». "J", in which appears the Company's olaim for maintenance and
operating expenses for the year 1914, amounting to $57,902.88.

‘.
¢\)



There appears in the same exhibit, Mr. Armstrong's eastimate of
whet would have been reasonable maintenance and operating .xpénus
during this year, asmounting to #M.'?OG.H. The only ochanges of
importance are & reduction in the salary of general officers, and
the assignment to this year of the proper pro rata of Railroad
Commission expenses, which should be spread over a m_mbor of years.
On the basis of Mr. Armstrong's report, the deficit of 37,604.00
reported by the Cuyamaca Company for 1914 is converted into a
surplus of $7,693.00 of earnings over reasonable maintenamce gnd
operating expenses.

I find as & fect that an allowance of $25,000.00 to
cover reasonsable deficits in maintenance and operating expenses
from June 1, 1910 to July 1, 1915, with interest at the rate of
8 per cent per annum, is reasonable.

Before leaving the guestion of original cost, with
additions and betterments, I desire to draw attention to the fact
that the Cuyamaca Company is retaining 601 acres of land in the
vicinity of Cuyamace Reservoir, which land was testified to by
Colonel Fletcher as having & value of about $265.00 per acre, or
a total value of $15,005.00.

e
s WD

pow

SPEOTAL CONSITERATIONS.

Before meking my findings as to the fair value of the
Cuyameca Company's property for the pmmpose of sele 1i: this
proceeding, I deaire to draw attention to & number of additional
matters which have bearing on the question of value.

The evidence clearly shows that the flume is largely
overbuilt and that throughout most of its extent it is from four
to 8ix times as large &8s necessary to carry the water which 1t
has hitherto supplied. The evidence also shows that this excess
capacity can not be availed of prior to the necessity of ta]ring"
down the flume and substituting & more efficient and economical
carrier.

The evidence further shows that water properties in
and about Grossmont and adjoining lands, which must have cost
Isom'horo in the neighborhood of $50,000.00 and which were

constructed primarily for the purpose of serving the lands owned

by Hurray and Fletcher and being sold by them, serve but & relative-
The total number of custom-

ers thus served probably does not exceed two dozen. The revenues

ly few cumtomers at the present time.

to be derived from these customers and those Who mey be expected
to be 2dded within the near future, will be but a small part of
the maintenance and operating expenses necessary to serve these
oustomers. That these properties constitute & burden on the

system and depreciate its value, is clesar.

Attention must also be drawn to the ability of the

consumers to pay rates, as bearing on the value of the property.

The Cuyamaos Company itself, in this prinoiple, hes eliminated
any value for water rights in so far as concerns the establishment
of rates for irrigation. Mr. 0. H. Lee, a witness for the Cuyamsos
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is made is ddsoribed in Exhibit No. 1, which is hereto atteched
and made & part hereof.

company, testified that there was no future in San Diego County for the
irrigation of oitrus orops and that Sen Diego County producers

While this amount is in excess of the amount which would
cannot compete with the growers in the vioinity of Whittier and _

be allowed for rate fixing purposes, the public canm afford to be

generous in taking from the owners of the Cuyamaca Company's system
their property.

Ventura, where lemon orops were claimed by Mr. Lee to be two or
three times as great as those produced by consumers under the
Cuyameca Company's system. Colonel Fletcher testified that tho_

F oay |
b

I am of the ppinion that Cuyamsoca Weter Company should

tor under the Cuyamecs Company's system will be so high
v x pfnd & be aukthoriged to convey its said property to La lMesa, Lemon Grove

that 1t canmmot be uged for irrigation purposes under any condition.

and Spring Valley Irrigation Distriot at the price herein found to
Nevertheless, 92 1/2 per cent of the water under this system,

be reasonable, and recommend that the Railroad Commission meke.
except surplus waters, is being used for irrigation and the lands -

its order authorizing such conveyancs.
£0 which this water has been applied are entitled to have the

I submit the following form of order:
continued use thereof.

.~ Pinally, I desire to draw attention, in this connection, ORDER

as bearing on the value of the system, to Colonel Fletcher's testi- JAMES A. MURRAY and ED FIETCHER, doing business under the
mony thet for 26 years this system has been mnable to pay even firm neme and style of CUYAMACA WATER COMPANY, and LA MRSA, LEMON
maintenance and operating expenses. This testimony should be GROVE AND SPRING VAILLEY IRRIGATION DISTRICT having filed their
modified by the fact that on the basis of reasonable maintenance petition asking the Railroad Commission to determine the fair
and operating expenses, the system has probably paid such expenses value of the property of Cuyamaca Water Company to be transferred
during three of the last five years. to the Irrigation District under contrast dated November 17, 1914,

After a careful consideration of all the evidence in snd to suthorize the conveyance of seid property by Cuyameos Water
this proceeding, I find as & fact that the fair wvalue of the Company to the Irrigation District at the value thus fixed and
property of Cuyamaca Water Company, referred to in the contraot determined,
dated November 17, 1914, between James A. Murray and Ed Fletcher, 3 THE RAILROAD COMMISSION HEREBY FINDS AS A FAGT that the
doing business under the firm name and style of Cuyamaca Water feir value of the property of Cuyamsoa Water Company to be trans-
Compeny, and Le Mesa, Lemon Grove and Spring Valley Irrigation ferred to La Mesa, Lemon Grove and Spring Valley Irrigation Distriet,
Distriot, and to be transferred by the Cuyamaca Company to the &8 desoribed in Exhibit No. 1, attached hereto, is the sum of
Irrigation Distriot, inoluding property to be added to that par- seven h_und.rod and forty-five thousand dollars ($745,000.00).
ticularly desoribed in the contract, as hereinbefore set forth, Basing its order on the foregoing finding of fact and
is the sum of $745,000.00. The property as to whioh this f£inding on the other findings which are contained in the opinion which

precedes this order,



IT IS HEREBY ORIERED that JAMES A. MURRAY{ ED FIBTOHER
and W. 6. HENSHAW, doing business under the firm name éd style
of CUYAMACA WATER COMPANY be and the same are hereby authorised
to convey to LA MBSA, IEMON GROVE AND SPRING VALLEY IRRIGATION
DISTRICT, the property partiocularly desoribed in Exhibit No. 1 which
is attached hereto and made & part hereof.

The foregoing findings and order are hereby &pproved
and ordered filed as the findings and order of the Railroad
Commission of the State of California.

Dated at San Francisco, Oalifornia, this 26th day

of June, 1915.

A True Copy

H. G. Mathewson

Assigtant Secretary
Railroad Chrmission
State of Californis.

(Seal)

Max Thelen

H. D. Lovelend

Alex. Gordon

Edwin 0. Edgerton !
Frank R. Devlin

Commissioners.
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EXEIBI® No.1

CUYAMACA RESERVOIR AND GROUNDS AT KEEPER'S HOUSE.

All that portion of lote "D" WE™ gnd "G™ of the C
as set out in the deocree of Partition of

Bancho in said County
309 et Beq in

said Rancho recorded in Book 43 of Deeds at page
the County Recorder'’s 0ffice of said County, particularly

deadxribed as follows:

Beginning at a point north 89°25' east, 448.8 f£%.

SCHEDULE "A"
BEAL PROPERTY

Paroel No. 1.

DESCRIPTION.

from Corner 6 of ssid Lot “E":

thence I 21° 12°

thence N 4° 20°!
thence N 32° 18"
thence K 10° 87°*
thence N 53° 42°
thence N 2° b2!
thence N 40° 06!
thence N 69° 26°
thence H 65 11!
thence S 37° bH2*
thence N 62°f 08°
thence N 37° 67?
thence 8 76f 00"
thence 3 89 13°
thence 3 79 40°!
thenoce N 74° b7°
thence 8 80° 07!
thence F 36° 13°
thence N b54° 30!
thence N 40* 30°
thence N 62° 06°*
thence N 22° 00°
thence 8 41° 00°
thence N 46° 00°
thence S 83° 15*
thence N 20* 15’
thence N 61° 30°
thence N 10* 30°
thence N 18° 45'
thence N 1°* 3®?
thence ¥ 53° 15'
thence N 14f 30¢
thence 8 68° 15"

"~
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1094 feet;

995.6 f@@t;
607.6 feet:
866.5 taet;
43.0 foet;
141.3 :.“;
536.1 feet;
193.4 feet;
671.1 r‘et;
9.3 feet;
64005 toet; ;

1028.0 feet:
1048.0 Peet:

504.8 feet;
880.7 feet;
408.5 f‘“;
451.5 feet:
11.21 chains;
17.88 chains;
11.82 chains;
9.47 chains;
17.68 chsins;
12.75 chains:
11.74 chelns;
5.53 chains;
12.35 chains;
13.03 ohains;
10.30 ohains;

@



thence South
thence S 26°
thence 8 16°
thence 8 27°
thence N 82°
thence S 32°*
thence S 62°
thence S 26°
thence S5 33°
thence N 89°
thence South
thence S 48°
thence N 52-
thence ¥ 32

thence S 69

301
15!
45!
20*
45!
00!
16
0o0?
g9t

20!
15!
16
o7t
16
291
156
211
AQ?
24!
53!
44!
27"
22"
25!
291

2T

08*
156
15°
46!
156’
zZ0"
00?
00?
00?
00!
30°¢
16°*

deessEgEgENEE N NN SN NN SN

7.60 chains;
7.87 chains;
21,67 chains;
10.45 chains;
6.97 chains;
7.20 chaine;
6.76 chains;
6.45 chains;
8.64 chains;
5.91 chains;
11.69 chains;
12.23 chains:
13.82 chains;
5.20 ch-ains;
7.67 ohains:
6.92 chains;
20.00 chains;
5.12 ohsins:
6.58 omna;
5.20 chains;
2.42 chains;
6.97 Mnﬂ;
8.33 chains:
5.03 chains;
4.56 Ohaina;
8.33 chains;
4.92 chains;
7.58 chains;
7.58 chains;
4.98 chains;
4,56 chains;
4.05 chains;
7.8 chains;
3.79 chaina;
6.97 shains;
3.03 chains;
10.61 chains;
1.2l ochsins;
9.09 M“;
3.99 chains;
Bow Mn.;
65.07 M“;
7.14 Mn';
2.68 chainsg;

10,00 chains; |
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Sub jeot to the reversionary interest in favor of
R. W. Waterman to the property described in deed from R. W. Water-
man to San Diego Flume Oompany, recorded in Book 168, page 141
of Deeds, Records of San Diego County, Celifornia.

Parcel No. 2.
POVERTY GULCH RESERVOIR SITE.
ESCRIPTIOB

NE} of SW 1/4 and §§ of SE 1/4 of Section 3, Township
15 South, Range 3 Bast, S. B. M., conteining 120 aores.

Parcel FNo. 3.
RUEHNVER PROFERTY, UPON WHICHE CHOCOLATE PUMPING PLANT
AND EL CAPITAN RESERVOIR SITE ARE LOCATED.
IESCRIPTION .
SE 1/4 of NE 1/4 of Section 7 and S 1/2 of NW 1/4 and
SW 1/4 of EE 1/4 of Section 8, in Township 156 Soufh, Range 2 Best,
S. B. M., containing 160 aores.

Parcel No. 4.
NEBSTER RESERVOIR
mSCRIP!Iq_!

Block 9 of Villa Caro Heights per map thereof No. 1345
of Records of San Diego County, Californis, containing 0.14

&0res more Or less.



Parcel No. 5
NURRAY HILL RESERVOIR
IESCRIPTION
All that portion of Lot 136 of Murray Hill per map
thereof No. 1342 filed in the County Recordsr's Office of
San Diego County, Californie, lying eest of & straight line,
between the west corner of Lot 80 of Hurray Hill and the west
corner of Lot 125 of Murray Hill, and ocontaining 165.4 acres

more Or less.

Parcel No. 6
PARK RESERVOIR ( ALSO ENOWN AS MITLES RESERVOIR !(_)_.11
TESCRIPTION

The Park Reservoir site and the reservoir built thereon
situate in Lots 1 end 2 Blook 29, El Cajon Heights, aw per license

survey mep No. 50, records of San Diego County, and more partiomn-
larly desoribed as follows, to-wit:

Commencing at the southwest cornmer of Lot 4, Blook 29,
El Cajon Heights, thence south 70 degrees 52'30™ E along the
northeast line of the County Road 178 feet; thence N 79 degrees
52' east along said County Road 1150 feet; thence continuing
N 79 degrees 53" E 16.1 feet to the point of begiyming of the
traverse of_said reservoir; thence N 10 degrees 57' B 548.8 feet:
thence ¥ 17° 11' W 100.5 feet; thence ¥ 320 11' W 50 feet; thence
§ 29° 08" B'100 feet more or less to the southerly line of the
San Diegg Flume right of way; thence a.‘.l.ong gaid southerly line
south 60" 52" E 472 feet; thence S 320 45' W 216.5 feet: thence
S 89 15" W 263 feet more or less to the northerly line of said
County Road; thence along said northerly line of said County Road
S 79° 023" W 200 feet to the point of beginning.
Containing 3.42 acres more or less.

]

Parcel No. 7
EUCALYPTUS RESERVOIR
IESCRIPTION
That portion of Lot 4 in Section 17, Township 16
South, Range 1 West, 8. B. M., in the County of San Diego, State
of California, more particularly described as follows:

Commencing at & point 541 feet north 759°36' ezst
from the southwest corner of said Lot 4,

thence N 750 36' E 60 feet to cormer No. 1,
thence N 710 06' B 163.2 feet to cormer No. 2,
thence N 88° 01' E 26.9 feet to corner FNo. 3,
thence S 790 29' E 143.5 feet to cormer No. 4,
thence S 66° 23' E 106.9 feet to cornmer No. b,
thence S 580 41' E 177.0 feet to corner No. 6,
thence ¥ 3° 03' B 70.7 feet to cormer Fo. 7,
thence N 450 17' W 101.6 feet to cormer N¥o. 8,
thence N 520 51' W 280.2 feet to corner No 9.
thence N 450 29' W 179.4 feet to corner No.lO,
thence S 840 O7' W 130.1 feet to cormer FNo.ll,
thence S 720 33' W 238.0 feet to cormer No.l2, -
thence S 160 26' E 278.0 feet to point of begimning

Also that certaih other tract of land bounded and
partiocularly described as follows, to-wit: :

Commencing &t a point 108.2 ¥ 45° 9' W from

corner No. 9 of the above described tract,

thence N 200 21' E 360.0 faet,

thence N 690 39' W 110.0 feet, to east side of right
of way of San Diego
Flume Company,

344.0 feet along east side of said
right of way,

62.0 feet,

71.2 feet to point of beginning.

thence S 30° 00' W

thenoce N 840 07' E
thence 8 450 29' B



Parcel No. 8
LA MESA RESERVOIR.

IESCRIPTION

That portion of La Mesa Colony in the Rancho Mission of
San Diego, according to the map thereof filed in the County
Recorder's Office of said San Diego Oonnﬁ. September 4th, 1901,
0

and numbered 876 of the msps filed in sa ffice, partioularly
desdribed as follows:

Begimning at & point 855 feet north 36° 32' eamt of

the northwest cormer of the southwest quarter of Section 13,

Township 16, South, Range 2 Nest, S. B. M. at a stake met in the

stone mound, thence N 36° 32' E on boundary line of Lot 19 of

Rancho Mission of San Diego, according to the partition mép thereof

on file in the office ¢2 the Clerk of the Superior Court of the

County of San Diego, California, and elso on file in the office

of the Recorder of said County, which boundary line of Lot 19 of

said Bancho Mission is as marked and delineated on seid smended
map of La Mesa Colony, to the cornmer of said Lot 19, which lies
west of the North boundary of Lot 196 of said La Mess Colony,
thence east on the north boundary of said Lot 19 of said Ex

Mission Rancho to the northwest cormer of said Lot 196 of Le Mesa

Colony, thence south, southerly agd southeasterly along the

westerly line of said Lot 196 of La Mesa Colony and along the

southerly boundary line of lots 195 and 194 of said La Mess

Colony, and continuing along the westerly and northerly boundary

lines of the County Road, as marked on ssid amended map of La Mesa

Colony, to the easterly line of Lot 157 of said La Mesea Colony,

thence north on the east boundary line of said lot 157 of Ia Mesa
Colony to the northwast corner thereof,

thence west on the north boundary line of said lot 157 to the
curved boundary line on the west side thereof,

thence southwest, southerly and southeasterly along said curved
west boundary line of said lot 157 to an intersection
of said line with the section line,

fthence east on the south boundary line of said lot 157 to the
southeast corner thereof,

Shence southwesterly along the boundary line of the county road
as shown on map of La Mesga Colony to a point where said
road deflects west,

Thence along sei1d road following the deflection of the same around
the north side and west side of lot 155 of 8aid Ia Mesa
Colony to a point where the south line of said lot 155

protruded across the county road is intersected,

thence along the northerly boundary of said county road,follo
the detour thersof to a point where & line drawn parsllel
with and 190.7 feet at right angles southwesterly from

La Meosa Dam interseots the west boundary line of said
County Road,

thence north 60° 46' west parallel with seid Ie Mesa Dam, 847.
to the point of begimning. ’ o ““.

Parcel No. 9
MONTE PUMPING PLANT
IESCRIPTION

Beginning at the intersection of the northerly line of Julian
AVenue, and the east boundary line of El Cajon Valley Company's
land as ghown on Map 289, filed in the office of the County Recorder
of said San Diego County December 30, 1886, which point is 40.33
feet north of the intersedtion of the center line of Julisn Avenue
énd said boundary line; thence north 1173.5 feet slong s2id boundary
line to the San Diego River; thence north 60° 51' west 57 feet:
thence south 1248 feet to the northerly line of ssid Julian Avenus;
thence north 48° 03' east along the line of Julien Avenue to plece
of beginning.

Beginning at a point on the Bast boundary line of El Cajon
Valley Company's lénd as shown on said Map 289, 1213.83 feet morth
0f the intersection of the center line of Julian Avenue and said
boundary line; thence nomth along said boundary line 500 feet:
thence north 60° 31' west 57 feet; thenge south parallel to said
boundary line 500 feet; thence south 60° 31' ezst 57 feet to point
of beginning.

Beginning at & point on the northerly line of Jul Avenue and
60 feet west of the point of intersection of the centdr line of
said Julian Avenue with the east 1ine of El Cejon ExXXmy ¥alley
Company's land es shown on said Mep 289; thence south 48° 03' west
along the northerly side of said Julian Avenue 80.7 feet; thence
north 1332 feet; thence south 60° 31' east 68.92 feet; thence south
1248 feet to nmortherly line of Julian Avenue and plzce of beginning.

Beginning at the intersection of the southerly line of Julisn
Avenue with the east boundary line of El Cajon Valley Company's
lands as shown on seid Map 289 whioh point is 40.33 feet south of
the intersection of the center lige of sesid Julian Avenue &nd said
boundary line; themce along the south line of said Julien Avenmue
south 48° 3' weat 190 feet; thence at right angles south 41° 57°
east 213 feet to a point on seid boundary line 2685.4 feet south
of the place of beginning; thence north to place of beginning.

Beginning at & point on the east boundary line of El Cajon
Valley Company's land as shown on said Map 289, 550.73 feet south
of the point of intersedtion of the center line of said Juliasn
Avenue and said boundary line; thence west 569.7 feet to the
southerly line of Julian Avenue; thence north 480 03' east along
southerly line of said Julian Avenue 574.7 feet:; thence &t right
angles south 41° 57' east 213 @eet to point on said boundary line:

thenoce south along said boundary line 225 feet to point of
beginning.

Together with wells, pumps, pumping plant, o0il tanks,
storehouses and all other struotures or personal property now
8ituate lying or stored thereon.

SUBJECT, HOWEVER, to the reservations and encumbrances of
various deeds of record.
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SCHEIULE "B"
RIGHTS OF WAY, U. S. RIGEPS GRANTED AND PENDING,
FLOODAGE RIGHTS AND RIPARIAN RIGHTS.
No. 1 - Right of Way.
Permit issued by United States Department of Agrioulture,
Forest Service, for a canal upon Boulder Creek; dated July 2, 1914.
No. 2 - Right of Way.

Application to United States Department of Agriculture,
Foreat Service, for final powsr permmit on Boulder Creek, filed
June 6th, 1914. Temporary permit to proceed with construction
issued July 3rd, 1914; final stipulation signed August 3, 1914.

No 3.

Contract to ocoupy lands and right of way for flume

within the El1 Capitan Indian Reservation, with United States
Department of the Interior, originally made with the San Diego
Flume Company, as recorded in the office of the Commissioner of
Indian Affairs at Weshington,D. C. per letter from Department
of Interior to Commissioner of Indian Affairs, dated September
16th, 1892.

FNo 4.

Amended right of way for conorete pipe line at Sand
Creek over land in the El Capitan Indian Reservation, approved

by United States Indian Service June 25, 1913, as per Departmental

letter of July 29, 1913.
Ho b.

Amended right of way for steel pipe line &t South Fork
Canyon, over the El Capiten Indian Reservatibn granted in 1912.

_—
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No. 6.

Application for lands for reservoir purposes and ease-
ments for Cone Jos Reservoir, pending; filed with the United States
Department of the Interior in May, 1912. Stipulations signed for
a payment of $2,600.00 for lands to the Indian Buresun, in 1914.

Ho. 7.

Permit for use of public land for reservoir purposes in
Poverty Gulch Reservoir Site July 26, 1913.

In SW 1/4 of SB 1 /4 and SB 1/4 of NE 1/4, Section 3,
Township 156 South, Range 3 East, S.B.M. Approximately 40 acres.

No. 8.

Permit to occupy lands within the El Capitan Indian
Reservation for pumping purposes, granted by United States Depart-
ment of Interior, dated September 12, 1913.

No. 9.

Right of way for the San Diego Flume from the west
boundary of El Capitan Indian Reservation to the Eucalyptus
Reservoir, traversing Secotion 12, Township 156 South, Range 1 Bast,
El Cajon Rancho, Sections 17 and 18 of Township 16 South, Range 1
East, through Section 24, Township 16 South, Range 1 West and
through Soo'tion 17, Township 16 South, Range 1 West.

No. 10.
'Right of way for La Mesa D:ltch and pipe line through
Section 17, Township 16 South, Range 1 West and tlrough Ls Mess

Colony to ILa Mesa Reservoir.



No. 11l1.

A general right of way for pipe lines through all lots
in La Mesa Colony.

No. 12.

Franchige of the County of San Diego granted December 22,
1913, as per resolution of the Board of Supervisors, upon
El Cajon Avenue, Monbtoe Street, Monroe Way, Isabella Street,
Remona Street and Lincoln Street.

No. 13.

Franchise for pipe line granted by the City of Le Mesa

upon El1 Ca;'ion Avenue by ordinajyee dated December 26, 1913.
No. 14.

Franchise for pipe line granted by the City of East

San Diego upon El Cajon Avenue dated February 9, 1914.
No. 15.

The lease of parcel of land for pumping station in

the northwest cormer of Lot "K", La Mesa Colony.
No. 16.

Eagements and rights of way acquired by condemmation
proceedings in the Superior Court in an asction of Murray and
Fletcher ve. Lea Mesa Development Company, Judgment rendered on
July 30, 1914.

No. 17.

Floodage rights over lands in La Mesa Reservoir, to
& maximum height of reservoir of 100 feet granted by Junipero
Land & Water Company to San Diego Flume Company May 14, 1887,

and recorded in Book of Deeds 99, page 466, racords of Sam Diego
County, California.
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SCHEDULE "C"
PHYSICAL S!ERUOTURES A¥YD IMPROVEMENTS.
_ No. 1.
DAMS USED IN THE OPERATION OF THE WATER SYSTEM AS FOLLOWS:
The Cuyamaca DIam.
The Diverting Dem upon the San Diego River.
The Euocalyptus Dam located at the end of the flume.
The Murray Hill Dam.
The La Mesa Dam.

No. 2.
CONVEYING SYSTEM.

Flume, siphons, tunnels and conduits 33 miles in length,
constituting the San Diego Flume, and flume kmown as South Fork
Feeder.

No. 3.
PUMPING PLANTS DESCRIEED AS FOLLOWS:
Pumping Plant No. 1.

The pumping plant known &8s No. 1 is located at the comer
of Vietoria Street and Ramona Avenue, in La Mesa Colony.
Pumping Plant No.Z2.

East 10 aores of SW 1/4 of NB 1/4 of Seotion 8, Town-
ghip 15 South, Range 2 East, S.B.M., end right of way for pipe
1line over lands of Robert Alvord in EW 1/4 of SE 1/4 of satd
Seotion 8, to the flume of Murray and Fletcher; including pumping
plant, wells and pipes on said lands.

Pumping Plant FNo.3.

Pumping plant known as Plant No. 3 is located upon
El Capitan Indian Reservation by permit of United States Depart-
ment of Interior, located as follows:

In the SW 1/4 of SW 1/4 of Seotion 22, Township 14
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South, Range 2 Bast, S.B.M., whence southwest ocorner of said
Seotion 22 bears from center of said pumping plant house South 380
West, 1,000 feet approximately; also wells and suotion pipe lines
ocoupying & strip of land 25 feet wide extending from ocenter of
gaid pumping' plant house North 46° Weat, 400 feet approximately,
and & discharge line occupying & strip of land 6 feet wide extend-
ing from said South 40° East, 350 feet eapproximately to the flume
of Murray and Fletcher.
No. 4.
DISTRIBUTING PIFE LINES AS FOLLOWS:

The City of El Oajon system partly inastalled and under
construction.

The Grossmont Park system consisting of & reservoir in
Lot 469 and & reservoir in Lot 449 in Grossmont Park, Sub-division
No. 3, and & reservoir in Lot 21 and a reservoir near Lot 75 of
Grossmont Park Sub-division No. 1; all pipe lines connecting these
regservoirs and other distributing lines laid upon the private ways
within these sub-divisions up to and including meters of the con-
gumers and the pipe line known as the Helix Pipe Line.

The water system in the streets of Murray Hill.

The water system in the streets of Hawley Heights.

The 36™ pipe line connecting the flume and Murrey
Hi1l1l Reservoir.

The 24" pipe line conmecting Murray Hill and
Eucalyptus Reservoirs.

The ditch and pipe line known as La Mesa Ditoh oon-
necting the flume and La Mesa Reservoir.

The 24" Redwood pipe connecting La Messa Reservoir
with the main distributing pipe 2t the cormer of Viotoria Street
and Ramona Avenue, in La Mesa Colony.

Wood stave pipe supplying North La Mesa, approximately

8,000 feet long.

The main distributing system beginning at the Eucelyp-
tue Reservoir and rumnihg thence along E1l Cejon Avenue, through
the citids of La Mese and Eapt San Diego end-all branches owned
by Murrey and Fletcher, consisting of:

PIPE LIN. PT.
4 inch Riveted Stesl 7500
§:. " » " 1200
g v » » 5000
1 T . e 156920
8 X ” ” 24760
3 " Sorew Casing 56966
4 w ” 3296
6 n n 1 334
8 n n n 2_84
10 o w " 3560
11 . g b 339
iR - ® - » 927
) 8 " Standerd Socrew 9898
13 " " " 2395
2 " w w 88919
- TN " Py - 10042
N » ” 4516
4 " Cast Iron 1681
- . » » 7422
12 114 n n 51
No b.

BUILDINGS AS FOLLOWS:

Buildings at Cuyamaca Reservoir, La Mesa Reservoir
and Eucalyptus Reservoir.
Section houses at Diverting Dam, Choocolate Canyon,
Los Coches, Los Coches Trestle and Section No. b.
No 6.
WAGONS AND TOOLS, now in use by Company.




SCHEDULE "D
WATER APPROPRIATIONS.

Fo. 1

Appropriation by San Diego Flume Company of the
diverting dam on San Diego River for 6,000 miner's inches,
dated May 28, 1886, and recorded in Book of Water Claims No. 1,
Page 146.

No. 2.

Appropriatiog by San Diego Flume Company on south
Fork of Sen Diego River, for 4,000 miner's inches, dated
June 29, 1886, and recorded in Book of Wgter Claims No. 1,
page 152.

No. 3.

Appropriation by San Diego Flume Compeny on Boulder
Creek (at Cuyamaca Reservoir), for 2,000 miner's inches,
dated Aungust 4, 1886, and recorded in Book 1, page 159.

No. 4.

Appropriation by B. Otterstedt (assigned to Ed Fletoher)
at diverting dem of San Diego River, for 100,000 miner's inches,
dated June 1, 1910 and recorded in Book 4 of water Claims,
page 5l.

No. 5.

Appropriation by W. B. Keenan (assigned to Ed Fletcher)
in the southwest quarter of Section 22, Township 14 South,

Range 2 East, for 50 miner's inches of water, dated June 12,1914,
and recorded in Book 4, page 218 et seq of Water Claims.

No. 6.
Appropriation by L. A. Olmsen (aesigned to Ed Pletcher)
for 500 miner's inches in the northwest quarter of Section 8,
Township 15 South, Range 2 Eaat, (El Capitan Dam site), dated
June 12, 1914, and recorded in Book of Water Claims FNo. 4, page
217 et seq.
No. 7.
Permit for appropriation of water for power purposes

to State Water Commission on Boulder Creek in Section 10,

Township 14 South, Range 3 East, for 50 cubic feet per second,

filed May 9, 1913, granted March 12, 1914, and recorded in Book of
Water Claims No. 4, page 208.

SCHEDULE "E"
SUPPLEMENTAL SEEEDULE

The following properties referred to in the 6pinion
herein, and added by the Railroad Commission in &ccordance with
provision in contract dated November 17, 1914, between James A.
Murray and Ed Fletcher, co-partners doing business under the
firm name and style of Cuyameca Water Company, and La Mese,
Lemon Grove and Spring Valley Irrigation Company, in accordance
with stipulation at hearing:

l. Shops located at Normal Heights, with real property
on which they are located.

2. Materials and supplies on hand, including office
equipment, supplies, maps, schedules, charts, drawings and other
data collected by Cuyamaca Company.

3. Pumping Plant No. 4.
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b.
6.
7.
8.

9.
10.

12.

13.

14.

16.

16.

17.

18.

19.

Miles Pumping Plant.

Grossmont Pumping Plant.

La Mesa Dam Pumping Plant.

Telephone lines.

Miles Reservoir No. 2, with real property on
which it is located.

Measuring station below diverting dam.

Me2suring station at 014 Mission Dem.

Boulder Creek weir.

Sand Oreek cement shed.

Metemrologiocal instruments.

South Fork cook shack.

Right of way for flowage and keseper's house at
diverting dam.

Kelly Ditch and right of way therefor, being a
ditch and right of way located above the
Cuyamace damsite and used for the purpose
of diverting water into Cuyamaoca Reservoir.

All riparian rights and rights to diversion on
and along San Diego River owned and controlled
by James A. Murray, Bd Fletcher or William G.
Henshaw, as more partiocularly shown and de-

scribed in Cuyamacea Company's Bxhibit No.30
herein. '

All pipe, casings and fittings located in Cajon
Avenue and installed during the years 1914 and

1916 for the purpose of delivering flood waters
of the San Diego River to the City of San Diego.

266 meters, varying in size from 5/8 inch to 3 inches.

-16-
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' In the Matter of the Application of

. pany, & public utility, and La Messa,

- distrioct, for an order Establishing the

. Water Company to convey said property
- o said district.

“BEFORE THE RATLROAD COMMISSION OF THE STATE OF CALIFORNIA.

James A. Murray and Ed.Fletoher, co~-
partners doing business under the firm ’
name and style of Cuyamace Water Com-

DECISION NO., 2631.
APPLICATION NO. 1432.

Lemon Grove and Spring Valley Irrige-
tion District, a pu‘blio irrigetion

)
)
|
value of the property of the Ouyamaca )
Water Compeny and suthorizing Cuyamsce %

)

PETITION FOR REHEARING.

i A g A

- TO THE HONORABI:E; THE RAIIIRQAD COMMISSION OF THE STATE OF GALIFORHIA

Your petitioners,James A.Murray,\m.G.Henshaw end Ed.Fletc.her,i
: vl
co-partners doing business under the fimm neme and style of Cuyeamece

- Water Compeny, and b eing three of the applicants named in the abové

the : ;g‘rin

entitled application, reai:eotfully petition your Honoreble Board
thet the decision and order in seid ebove entitled matter be set
aside and that 8 rehearing be grented your petitioners. *

i S i < i W 3

This petition is made under the sincere belief that in
the opinion and order heretoforgfendered in this matter substan-
tiel justice has not been done to your petitioners. That in plao-;
ing & value of $745,000 upon the property involved in this appli-
cation the Commission has undervalued the property, hes overlookedi
and failed to put eny value at all upon certain property and hes
considered ocertain matters as depreciating the sale value of the =
property which should not in fact be so considered. That the valuef‘ |
80 plasced upon their property is utterly insufficient, does not |
repreaent' the present market walue of the property and amounts to 1'
a oonf:laoation of the pmporty. That to compel your petitioners to'
aell a.nd convey the property a.t the value so fixdd amounts to &
'ba.k:lns of your petitioncra proPerty without Just oompeneation and
wi‘thout dno prooeae of law. end & denial to your petitioners of

E

|

|

;

l

¥
tha oqull proteotion of the :law. mt in such 0p1nion end order i |
pr:lnoiplaa a:re 1aid down ﬂhioh a.ro 1n d:lreot oontradiotion o:t’ i E

ujloa : os,ta.'bl:lahed ‘by the Laaoiaion ot thin Honora'ble Vo

''''''
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oision so far as these petitioners and their property are con-
cerned, ought in Justice and right to b e considered and treated
as a rule of property to be followed in subsequent decisions of
the Commiesion involving the seme property and similar questions.
FIRST: SO=CALIED "WATER RIGHT CONTRACTS."

It is8 evident from & reading of the opinion in this matter
that these so-called contracts have been considered by the COnnniseidn
as en importent element in fixing the sele price of the property end
that by reason of these contracte the value of the property has been
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depreciated. In this, we submit, the opinion is in error and there-

by a great injustice has been done these peti‘bioners.

In the first part of the opinion the lesarned Commissioner
writing the opinion expressly disavows any intention of passing
upon the legal obligations of these contracts. At page 23 of the
typewritten copy of the opinion it is seld: "In meking these
computations, I do not intend to pass upon the question of the legeal
obligetions of any of these contracts or the right of the Cuyameca
Company to eliminate any of these contracts from its list."

Later on in the opinion, however, the lesrned Commissioner
reviews at length the contentions of the various parties as to the

status of these contracts, and says at page b5b:

"If the position of the consumers with reference to the
velidity of these contraots is correct, and if it be held that
perpetual easements on the system have been established thereunder,
on vhich contention it is unnecessary herein to pass, it follows
that the Cuyesmeca Company's system is burdened with all these ease-
ments end that the velue of the system for the purpose of seale is
accordingly diminished to this extent.” -

Again on pages 57 and 68 it is sald:

"The question then arises as to what effect can be given
to the psymente made for these so-called water rights. If these
moneys could be recovered by those who peid them or thelr success-
ors, a serious question might arise as to whether the value of the
water system would not be depreciated in the hands of whoever may
~ovn it. On the other hemnd, in the absence of & deocision by the
Supreme Court of this state holding that these moneys ocan be
' recovered, the Reilroad Commission would be inclined, 4&nsofar as
it oould, on the facts of this case, to give effect, in equity,
't0 the moneys thus paid and to regard them, insofar as it cen do
‘consistently with the establishment of uniform rates and the pre-
~vention of discrimination, as sdvence payments on rates, so that
.the consumers holding under those contrascts will have thé normal
. rates which they otherwise would be compelled to pay, reduced
. to the extent of reasonable interest on the moneys which they

, have paids By rg@_abn of the inabllity to colleot such rates as

i
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otherwise would be colleoted from these consumers, the velue of
the water system would of course be pro tento depreciated.”

It is, we submit, perfeotly apparent from the foregoing
quotatiome that these so-oalled water right comntreots were held
by the Commission tobe an importent element in depreciating the
valus of the property upon which & value was to be fixed. In this,
we submit, an error was committed which works & grave injustice
upon these petitioners.

In the first part of the opinion in this matter the
Commission exprsssly disavow any intention of pessing upon the
velidity of these contracts, but notwithstending this express dis- '
avowal these very contracts whose legelity is not psssed upon
ere held to diminish and depreciate the value of the property.

The velidity of these very contracts has, however, been
expressly pessed upon by this Commission in Application No. 118,
where these self ssme contracts were relied upon by the consumers
under this seame system as esteblishing the rates which these pe-
tit ioners could charge and colléct. Mr. Commissioner Eshelmen,sfter
an exhaustive review of &ll the suthorities, held that notwith-
dtending the fact that these very contracts attempted to fix and
determine the rate at which water wes to be supplied to the
obnsumers, the contrects were ineffective and void for that purpose
and the Commission in the exercise of the Jurisdiction conferred upn
it by the constitution and laws of the state had full authority to
fix and detemmine the rates at which water should be furnished. In
‘this opinion, which was concurred in by all the then oommiea:loners.'
the Railroed Commission proceeded, notwithstanding the fect that in
and by these very contracts the rates to be charged for water fur-

nished were Pixed end determined, irrespective of these cmtracts,

to find and establish the rates at jrhioh these very petitioners

- should supplywater. ' The rates 80 ﬁxed'by the Commission were in

~ good faith accepted and eoted upon by your petitioners, and ghe de=-

' oision of this Commission in Application No. 118 wes accepted snd

acted upon as e‘.l.im:lnating the system from the effectes of these

_oontrao'ba.f Upon the ﬁ.:lth of 'bhat deocision these potitiomra

£y -:I : .:, by ‘-: ., 1
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bhave expended since the middle of the year 1912, over $320,000

in cash in improvements end betterments to its system. In that

‘decision where the effeot of these contraots on rates was the

very point considered and determined, nothing wvas said about the

rates being reduced to the extent of reamoneble interest on moneys

‘pedd under these void omtracts. Is it fair, et this late date,

after these petitioners, relying as they had & perfect right to

do upon the solemn determination of this very tribunal, heve spent
large sums of money upon their water system, to introduce this new
element of interest upon the moneys paid for these contracts? Can
it be considered as falr and just that when one decision of this
Commission has fairly and squarely held these contraets void so

far at least as rates are concermed, for another decision, more
than two years a.fte:'u"vards, to hold that these very contracts so iielci
void can be used to depreciste the value of the property, beceuse,
forsooth, by reason of the contracts the rates to be collected for
water will be reduced? If the contracts sare void as fixing rates,
end this Commission has so held, it is difficult to perceive how
they can be used for the purpose of reducing rates, or depreciating
the walue of the property. In other words, the effect of these two
decisions is evidently to hold the contracts void so far at least
as fixing rates are oconcerned, and valid for the purpose of depre-

- clating the value of the property, and this for the reason that the

existence of the contrasmts will affect the rates which the owner of
the system will collect. It is respectfully mubmitted that there

is a manifest inconsistenoy in this line of reasoning.

Vhen these petitioners male the large expenditures of

money in improving their system, which the evidence shows they have

made sinece 1912, they did so on the falth of the decision in

!

:' Application No. 118, and upon the theory that these contraots W0r5
. 0ot to be considered in the future a8 affeoting rates, and throush

rates the value of the property. It does not seem that this |
Honora,ble Oomiaaion wuld be willing to induce these petitioners ﬂo

so o:pond thia money on ﬂae faith of a decision and thereafter so ?
!

i
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that petiti_onera would not have made such expenditures if they
had any means of knowing in advance that such modii’ioa.tion was to
be made. |

It 18, we submit, of vital importance to all public
utilities in the state that ocapital should be encouraged to in-
vest in their seourities. Without such oapité.l the absolutely
necessary extensions, improvements and betterments cannot be msade.
If such-eapital is to be secured it must be on the faith that prin-
oiples once established by the decision of this Honorable
Commission will be at least substantially adhered to in subsequent
decisions. Any éther policy cannot dut work havoec with all of our
utility securities. Ve do not for a moment believe that it is the
intention of this Commission to depart from the rules and prin-
ciples préviously established by its own decisions and ye'f., we
respectfully submit, such is the effect of the decision in this
proceeding. On the faith of the decision in Application No, 118,
that these contracts were void, that they could not be considered
in fixing rates, these petitioners went ahsad and expended large
sums of money on their wate2 system. They relied upon the prin-
ciples established in that decision as establishing the poltdy of
this Commission. It is, therefore, Vo earnestly submit, a great
injustice to these petitioners over two years later to learn that
they cannot safely rely upon the principles estébliahed by the
decision in Application No. 118. That instead of these contracts
being eliminated and of no effect in fixing rates they are to be
used for the purpose of decreasing the rates they will be allowed
%o colleot and thereby diminishing the wvalue of their property.
'_Wha.t ensouragement under such ciroumstances is there for the ex-
pendimre of cepi al, brains and energy in milding up & utility
l property? We do not delieve that it is the purpose and intent of

*.' this Commission after having held out to utility owners the hope

‘that a certain course would be followed, end after, r elying upon
*auoh G.ooisim. money in larse sums has bean expended to take &

,poaition. mioh. had it been sssumed in the boginning, would have
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prevented the expenditure of this money. Yet, we submit, such
is the pwrport and effeot of the deoision in the present case
if gllowed to stand. ThHe decision in Application Ho. 118 has
stood for over two years. No petition for s rehearing was made,
no appreal to the courts was taken. Under such cirocumstances, it
is respeoctfully submitted, petitioners were fuliy Justified in
assuming that it was and would be considered by this Gommission
and by all parties to have established the rule which would be
followed in 811 future proceedings where these contrects were
involved, In short, that it hed, so far as these nmatters were
concermed, becage finsl,

Again, in oonsidéring these contracts the opinion at page
63 points out that these contracts were entered into under the
theory that only the ordinary laws of contract and real property
governed and did not realize that an entirely different body of
law applies to the rights and obligations of a public utility.
In other words, the contrasts were entered into under e mistake of

law, It is not even suggested that there were any elements of
fraud, oppression, duress, misrepresentation or other circum-
stances of a like nature attending their execution. Yet the
opinion saym that the Commission in equity will give effect to
contracta thus executed under a plain mistake of law, by reduocing
the rates charged to consumers holding them and thbre'by depreciate
the welue of the yroperty. It is to be borne in mind thet in

the vast majority of instamses, as shown by the testimony, these
contracts are not held by the persons who originally secured
them. A comparison of Railroad Commission's Exhibit "A"™ giving an
abatraot of original water right contraots with Cuyamaca Oompany's
Bxhibit No. 48 showing present holders of so-called water rights
;ull demonstrate that in only & very £ew instancew are the original :'
;holdora of the contracts and the present holders the seme persons.
?G‘or :lnata‘.noe. the Pacific Coast Lanl Bureau ordginally obtained
150 inghes of water which was attempted to be attached to a large

;ftraot. !h:ln tnot m anbaoqnently subdivided into many mn

. . ‘l. ! v
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tracts and the 160 inches subdivided anl applied to these various
smell traots. This is only one instance out of many where similar
subdivisions were made. There is nothing in the eﬁdenoe. so far
as we are aware, to show that the present owners of these contracts
reid anything extra for the so-ocalled water rights, even if the
original contract holders did. Agein, the contreots were mede

by the San Diego Flume Qompany. not by Messrs. Murray ani Fletcher., |
If the conmtracts were mede under s mistske of law, it was the mis-
take of the original contraot holders agd the San Diego

Flume Gompany. not of the present contract holders srmi lessrs.
Murray and Fletcher.

The general rule of law is that equity will not relieve
parties from & mistake of lew in the absence of some circumstances
showing oppression, undue influence, framd or other like conditions.

Xenyon vs. Wilty, 20 Csl. 637

faraons v8. Fairbanka. 22 Cgl. #3

Guy vs. Du @rey. 16 Cal. 196

Even under section 1578 of the Civil Code it must appear

:’that the misteke arose from & misapprehension of the law by all
parties, all supposing that they knew and understood it, and all
meking substentially the same mistske. In the present case the

hol ders of the contracts,are, in' most instances, not the parties
who made the mistake, nor are these petitiohers tlie other party to
these contracts. Under these circumstamses it is, we submit, at
least very doubtful if a court of equity would be justified in
érmting any relief. 7Yet, before any sdjudication of this question
by the courts, and without any opportunity for a hearing on the
question, for that question was not raised at the hearing, the op-
inion smnounces that in equity the Qommission will be inolined to
'reduce the rates of these present oontraot holders anl that there-
-fore on ascount of this inclination on the part of the Commission |
the velue of the property of these petitioners, who are not the onoa
rho made these contracts, will be pro tanto deprecisted. |
~ We moat rpgpgct_‘tql'ly submit that until the courts have |

i
!
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passed on the validity of these contracts, until at least these
petitioners have had an opportunity in a rate case to present

the question whether the contrast holders' rates should be rBduced
to the extent of reasonsble interest on the moneys, not, we sub-

mit, that they paid, but that some other  person in most instances

peid, this inclination of the Commission should not be used to de-
preciate the velue of petitioners property. This contention is
still furth;r s8trengthened by the fact that in the Supplementary
Opinion in Decision No. 118 rendered on the same day that the

© 00 a4 O O = L N =

opinion in this' mgtter was handed down the Commission 8gys referring
10 %o one of these very contracts: "Fhether the contract of February

11 7, 1908 is velid or not is & matter for the determination of the

12 sourtw. I8 it feir or Just that until this metter has been so

13 determined the mere fact that the Commission would be inclined
14

15
16
17
18

to reduce rates to contract holders should be used as & reason
for depreciating the velue of this water system?

Again, in this connection it might be pc;:l.nted. out that a
reading of Mr. Pabst's testimony, commencing at page 999 of the
transeript, will disclose that it is precticelly impossible in

p—t
Qo

many instences to determins what, if an,vthihg. was paid by the
origingl- holders of these contracts, timt in mehy instances the
consideration expressed was one dollar and the Trecord does‘not dis-
close any other considerstion. It further appears that in numerdus
cases the consideration was & grant of g right of way or of riparian |
rights, and in some instances stock in the Flume Company. Un&er
‘such circumstances the doing of equity in the way of reduced rates
might be a diffioult matter.

| It would, therefore, seem as if it were hardly equity
f;undar these facts to consider the inolination of the Commission
to allow reduced rates to operate as an element 1n depreciating
ithe value of the property.

i" Again. on the theory announced in the opinion on page i

i‘55 and hereto:rore quotod. an exam:lnat:lon of the various forms of

i

goontraota. o.'l.:l. o:t vhioh a.ro :I.n evidenoe. will disoclose that ' :
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‘not all of the contracts by any means creete or purport to create |

casements on the system of petitioners. Form No. 3, covering

67.33 inches; Form No. 4 covering 3.62 inches; Form No. b covering |
9.87b inches; Form No. 6 oovering 14.50 inches; Form No. 7 covering
20 inches, the La Mesa OUolony Lands covering 28 inches, the
Indigns, 12 inches and Urben Traots binches, in all 160.325

inches, do not seem to oreate any easement whatsoever, but are
merely contrects to furnish and supply water at a fixed rete. Out-
side of the 150 inches claimed by the La Mesa Development and the
validity of which olaim is expressly left to the courts by the
opinion of this Commission, the opinion at page 21 shows 475.08
inches covered by these contracts. Deducting the 160.325 inches
which do not seem to be in the nature of easements 1eaves only
314.755 inches which could be considered as burdening the system
with easements which would diminish its ssle value. We csll atten-
tion to this becsuse thet part of the opinion which discusses these.
easements does not attempt to set out the extent of the easements |
merely seaying that if the system "is burdened with all these ease-
ments" the velue for sale purposes is diminished to that extent.

We are unsble therefore to determine what the words ™all these ease-
ments™ mean and feel it our duty to point out the faet thet even
under the consumers contention not all these contracts constitute
easements on the system. In this connection we also desire to csll
the attention of thq Commission to Decision No. 1738 where so-called
water rights were entirely eliminsted for certain tracts and the
Company required to deliver water for domestic purposes thereon st
& rate entirely indépendent of the contracte involved and ﬁithout

any reference thereto.

' SECOND: GOING CONOERN VALUE.

This feature of velue is .dismissed with very few words in

the opinion. It is said that because the system has been unable 'f°’i"

f.moro then 3 or 4 years out of its 26 years of operation to earn eve::n

1 i



!
|

peintenance and operating expenses it can have no going concern valtfw
and that when these petitioners purchased the proPérty they bought ,1

‘a8 & going conoern and that wvalue was included in the purchase pcrioié.
I-( opinion page 61) |
It is respeotfully submitted that the.0p'in:|.on ent irely over-?

looks the contention uwpon which the Cuyamsca Company based its o]a.:l.n;
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‘under this head. The claim made was that since the year 1912 the

joompany hed been operating under rates fixed by the Railroad

Commission. That a practical application of these rates had

|That by resson of these utterly insufficient rates the Company hed

demonstrated that they were utterly insufficient to even pay

maint enance and operating expenses to say nothing of yielding a

fair refurn upon the depreciated value of the property used and

us eful for the public service as fixed by the Railroad Commission.

suffered large losses which it contended should so far es the rate

case was concerned be amortised over & period of years and so far

as the sgle value of its property is concermed should be sdded to

"the price at which the property was to be sold and the purchaser
same

then gllowed to amorti‘s‘ie/out of rates.

fully set out in lMr. ILane's valuation (Cuyamaca Company's Exhibit

This claim was very

'No.5) and in Mr., Lene's testimony, (Trans.pp 528 et seq). These

losses amount, sccording to the evidence to $843,173. In the

overlooked as no mention whatsoever is made of it.

'of going concern velue is

gentences as heretofore 'pointed outi

most summarily disposed of in a few

We most respeoctfully submit

ié-l:ha;l: whether this money be called going concern wvelue or ooat of

devaloping business or by some other name it is something which

r,'l:he Company is entitled to have oonsidered by this Commission.
;mhsao petitioners have submitted themselves to the jurisdiction

lof this Oommission end rates were fixed and determined by the

l

i
]

Commission. Evan though your petitionara thought the rates so

:f.':l.::ed mro antiraly :!.nau:ﬂﬁoient they freely aooepted them anad pnt

e d AT
-  EIT g, i Lk
4

opinion, this contention of the Oompany seems to have been entirely

—_ il S S e . S ——— iy ———— 5.

The whole matter

ity



"into effect. Instead of applying to the Federal Qourts for re-
lief against rates which under all the authorities were so in-
sufficient as to amount to a confiscation of their property they
put the rates into effeot and gave them more than tw years of trial
This preoctical spplication has demonstrated to a certeinty tiat the
‘rates so fixed not only did not yield to petitioners a fair

return on the value of the property used for the public but even
failed by a large amount to pay the necesmary expenses incurred in

© 00 4 O Ot & W N -

maintaining and opersting the property. OCan it now be that the

10 petitioners are to receive no consideration for this loss? Thet

11 they are to be told that they themselves must bear it? I't.: was not
12 their fenlt thet the loss was suffered. The rates wez;e not es-

13 tablished by them but by the Reilroad Commissiom. If & mistake

14 wgs made, if the rates were established on 8 basis which & practiocsal
15 try out has shown to be utterly insufficient, it was mot the mistake
16 of these petitioners but of the rate fixing body over whose actions
17 'they nave mo control. ifust they, the petitioners, be penslized

18 for this mistske of the rate fixing body, must they bear the
19

20
21

‘entire loss? We respectfully submit that we cannot conceive that
‘this is the 'policy which this Honorgble Commission desires to adopt.
If it is, if when & utility suffers a loss through its rulings

‘no compensation is to be made it, then, we submit, there is only
gona course left open to the public utilities of Californis amnmi tist
;ia to #est out every such decision of the Railroad Oommission in
j:'l:he Federal Courts. The utilities cannot afford to wait and try
f;out ir practice the rates so fixed, for if a loss is suffered there
é'ia no way of recouping it and they must apply at once for raief fro |
'the Pederal Courts. Such a poliocy can lesd to but one result,

v !Iunonding litigation, afrife and discord. It ocan but result in f §
. ruln to the utilities, disaster to the state and certainly can f
:; | bring no glory to the GCommission. We most certainly do not believe ‘

& that such is the wish of this Commission, and yet if this decision
: | _ f |
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is to establish the precedent, if these petitioners are to
:reoeive no oconsideration for the losses suffered under the rates as
fixed by the rulings of this Commission, we can see no other result,
| Having accepted the rates fixed by this Commission and
‘having thereby suffered a great loss, are not these petitioners now
;entitled to demand the proteotion of the Commission end on a sale
of their property at a price to be fixed by such Commission should
not the losses so suffered by them be taken into consideration?

It is not sufficient, we submit, to say that the petiti:oners
‘bought the property as going concern and the purchase price in-
'cluﬁed as one of the elements, its value =28 & going coneerm. This
we respectfully submit, is & mere begging of the question. Petition-
ers claim for vglue on this ground was based entirely upon the losses
;suxtained by them by reason of the insufficient rates fixed by the
decision in Application N0.1l18. Because they bought a bankrupt and
run down property for a low price and through their energy, courage
and money have brought it to a state of efficiency are they now to
‘be penalized? Is it an amwer to their contention that they are
‘entitled to a: recoupment of losses suffered through a decision of
‘this Commission to say that the going concern value was included
éin the price you paid for the property? We respectfully submit
that it is not and that this element ié entitled to some consider-
ation at the hands of this Commission.
'FLUME OVERBUILT.
% Under the heading, "Special Considerations™ at page 70
iof the opinion, certain matters claimed to have a bearing upon the
;q;ueatlon of value are adverted to. Among those is the statement that
i"ﬂhe evidence clearly shows that the flume is largely overbuilt and /
that throughout most of its extent it is from four to six times as

large as necessary to carry the water which it has hitherto supplied.
‘The evidence also shows that this excess capacity ocannot be availed‘
of prior to the necessity of taking down the flume and substituting
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e more efficient and economical cerrier.”

If this alleged overbiilt condition of the f£flume was con-

gidered as one of the reasons for depreciating the velue of the
:property of these petitioners, and evidently it was, then we sub-

mit, a grievous injustice has been done them.

The evidenoé submitted, at the hearing conclusively shows
that practically ever since the property was acquired by these
petitioners from the San Diego Flume Compeny, & constant effort
haes been made to improve and devélop the sgme. The work which has
been done and the money which has been expended in carrying out
these efforts is detailed et length in the testimony. The enlerging
of the flume was only one step taken by these petitioners in their
efforts to improve amd develop the system. It is menifest thet |
to bring & system which was in the condition that the ;p;coperty
of the Cuyamaca Water Company was at the time of the purchase to
a state of efficiency-is a task of no small megnitude. It is
further evident that all of the work cannot be done =t one and
the same time and thet the enlarging of the flume by raising the
sideboards was simply one step which was tgken in pursuence with
::tho generel plan for the improvement end development of the system.
?Whifl?e it mey be true that as at present constructed, owing to
;the limiting factors of the South Fork Syphon, the flume may be
larger than is necessary, nevertheless the evidence clearly shows
?tha.t the South Fork Syphon can be duplicated at a cost of between
iﬂve and six thousand dollars, and it is the purpose of these
pretitionera in carrying out their general plan to duplicate this
{Bouth_ Fork Syphon, and then the carrying capacity of the flume will
%not be any larger than is necessary. It seems most unfair
'i‘_bhat these peitioners should be penalized upon a sasle of their
LmoPorty because of the efforts ‘which they have made to improve
gand develop thelr property. It ;Eurthor seems unfair thgt beocause
an;t opportunity fon the sale of the property came before these _
{'pe'b_it‘:l_.cqa‘ra hhd the time or the opportunity to complete their :*
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general plans or development, not only should no credit be allowed

; them for the woxik which they have done, but that their property

g ‘should be depreciasted by reason of the expenditures made by them

4 in their general development plan. In considering the question

5 of the effort mmde by these petitioners in the development . of their'
6 gsystem and the fact that the development is not yet campleted, we

. "submit that the condition under which this syhtem has been operat-
8 ®d ever since it was scquired by these petitioners and particularly
9 during the lsst tlree years when we have been operating under rates
10 fixed by the Railroed Commission, which rates were utterly in-

11 sufficient to even p&y maintenance and operating expenses should be
12 considered. In addition to this it is a well known fact, of which we
13 believe this Commission can tgke judicial notice, that the securing
14 of money for enterprises of this character has been extremely

15 difficult. Under these circumstances it would seem as though the

16 Petitioners should have full credit for the efforts which they have

17 mede to develop the system and should not be penalized because this
18 édevelo;pment has not been completed and one part of the system mey
19 be under present conditions overbuilt, which comiition will not
20 .a_xis'b when the 'l';otal development is completed.
21 Furthermore, we respectfully submit that when the whole
condition of this system is teken into consideration it cannot
ibe gaid that the flume is lsrgely overbuilt. One of the most
‘valuasble asséts owned by the Cuyamaca Company is the La Mesa

22
23
24
25_ %Reaervo:lr. This reservoir, &8 appears from the testimony, is in the
26 ;oen‘ber of the irrigation distriot to which water is supplied by

27 gthe Cuyamaca Water Company and is within six miles of the city

28 :Llim:l.'l:a of the Oity of San Diego. The reservoir and dam has an out-

1let at an elevation of 460 feet atove sea level and from this res-

&

80 ervoir gravity water can be distributed over a large part of the
31 Diatr;l.ot and other lands now furnished with water to the ocean.

i

82 |one very important element of velue in this reservoir is timt it is
38 |off the main water shed of the San Diego River and is, therefore,
‘ ._ f 2
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not subject to silting up. The La Mesa dsm a8 at present constru-
oted is 624 feet high. The Cuyamaca Company, however, have
aoquired the necessary floodage rights and lands to enable them to
.raiaa this dam to & height of 100 feet, and the plans for the
development of the system heretofore referred to contempleted rais-
ing the dam. The La liesa dem a8 at present constructed up to the
spillway hqlds epproximaetely 368,000,000 gellons of water. If the
dem is raised to 100 feet the capacity of the reservoir is increased
to 1,828,000,000 gellons. It is estimated, as shown in the test-
imony, that it will cost approximately $200,000 to build a concrete
dam to & height of 100 feet. This expenditure was to be one of the
next steps to the development of this system, and the raising of the
side boards of the flume was & part of the plan contemplated by |
these petitioners for the development of the system in connection
with the raising of the height of the Ia llesa dam. According to

the testimony by the raising of these sideboerds the extent of water
diversion throughout the entire length of the flume was inereassed
from 10,000,000 gellons to 20,000,000 gellons which can be trens-
ported to the La Mesa Reservoir. With the flume as originally built
with sideboards only 12 inches in height, it took on &n aversge,

as gppears from the testimony, 60 days to fill the ILa liesa Reservoir.
With the inorease in the height of the sideboards of the flume it is
:now rossible to fill the Ia liesa reservoir with flood waters in
iapproxﬁnately 26 dgys. This, we submit, is a wvery important point
;which seems to have been entirely overlooked in meking the statement
;that-the flume is largely overbuilt. It is & well kmow fact &nd
iappaared in the testimony, that during the dry years the flood waters
fo:f the San Diego River did not last over 40 to 60 days. It is
%l:herei’ore. most important to this Company to have & carrier of

!

Eaufﬁoient capacity to enable it to avall itself of and conserve
ievery drop of this flood water. An illustration of this is
??apparent by conditions which existed in 1913. At this time

the sidebosrdgbf the flume had not been raised and slthough all of

| =16~
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waters. The conserving of these flood waters is a matter of

the flood waters of the San Diego River were taken and diverted
through the flume, there wes only enough water transported to the
La Mesa Reservoir to fill the same to & height of 62 feet. At this
'height the reservolr contained approximately 31,000,000 cubic feet
of water. The lake, when full, as at present constructed has &
oapacity of 67,000,000 cubic feet. Had the sideboards of the flume
been raised in 1913 iv would have been possible to have filled the
La liesa Reservoir to its capacity, and the shortege of weter exist-
ing in that year would have been to & great extent at least avoided.
Under these conditions is it fair or reasongble to penelize the
Company becaus® it has raised the sideboards of its flume? As has
already been pointed out, by the expenditure of $200,000 fhe Ls
Mesa reservoir can be raised to 100 feet in height. With the flume
as it is now built, the Ia llesa Reservoir, with the increased
height of the dam could be filled during seassons of normsl reain-
fell, and the storage capacity of the Cuyamaca Company increased

to 1,828,000,000 gallons of water. As shown by the Service
;Exhibits introduced &t the hearing, the total demends on the

system in supply of water annuia.lly used for irrigetion end domestic
ﬁae amoupted to gbout 1,150,000,000 gellons. It is respectfully sub-
mitted, therefore, that the reising of the sideboards of the

flume in connection with the genersl plan for the development

of the system is a fact which should largely tend to increase
}t‘ather than depreciate the value of this system.

| We have searched the transeript in vain for evidence

:whioh shows that the excess capacity of this flume cennot de
Eavailed of prior to the necessity of taking down the flume and

-?Bubsti'bnting & more efficient and economicsgl carrier. By the

construction of & duplicate syphon at South Fork, which is &
matter of practically trifling expense, this emcess capacity
can be availed of at any time during the existence of flood

|

vitel necessity to the Company and the only way in which it ocan
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be done is by inoreasing the capacity of the flume. The evi'cienoe
further shows that these petitioners, immedietely after acquir-
ing the property of the San Diego Flume Company, mede additionsl
weter filings and then prosecuted work to put the water so fil-
ed to & beneficial use. The only way in which these waters could
be taken care of was by enlerging the flume to enable it to carry
off the excess waters so sprropriated. These water filings mede
by these petitioners will inure to the benefit of any person who
purchases the system, and consequently, we respectfully submit,
the enlarging of the capacity of the flume instead of being &
metter which will depreciate its value in the hands of & pur-
@haser is g metter which ought to tend to incresse such value.
In connection with the flume sttention should be cglled
to the fact that in the decision of Application No.l1l8 one
portion of the order of the Reilroad Commission required these
petitioners to begin immediately the construction of & flume in
lieu of the one now used, which flume shall be of é. character
satisfactory to this Commission after the plans therefor have
been submitted to it, but shell in any event be a closed flume
or conduit of suitsble material to be detemined on the submission
of the plans to this Commission. Subsequently this order was
modified and petitioners were allowed to line the existing flume
with rubberoid roofing. Had an entirely new conduit been con-
:stmted the 6oat would have been very great, a8 concrete conduit
probably costing in the neighborhood of $600,000. The evidence
;ahowa that thié. rubberoid roofing costdng only in the neighborhood
;of $60,000 has eliminated the lesks and that the flume is now in
a.n efficient condition. The estilmates of the engineers give from
i':I.’ou:lr tb eight years as the life of this roofing andi Messrs. Nurray
la.m!. Blotoher at the hearing were so confident that it would last
dsht years that they offered to give & bond to the purchasers to
that effect. Mr. Armstrong in his velustion gives nine years as
the remaining 1ife of the timber flume, but says that due to the

L R
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practically untried use of building peper for flume lining and

in arder to be on the safe side, & 1ife of five years was gi ven,

‘When the gweat cost of a new flume is considered and the con-
'sequent additional charge upon consumers, it is, we submit, evident
thet the lining of the flume with rubberoid roofing was a wise
move end that the consumers are more than saved the cost of so
doing in deoreased charges. By reason of the improvements,
petitioners how have a two years supply of water on hand as esppears
Iby the affidavit “of Mr. Post, Chief Engineer of the Company, hereto
attached.

SALE VALUE OF SYSTEM,
It is respectfully submitted that the finding that the

velue of the system for the purpose of sale is $745,000 is arron;
eous and unfgir to these petitionerm and does not sllow them a feir
velue for their property.

This figure does not even represent the zctugl cost of
the system according to the figures submitted by petitioners.

In Cuyemace Compeny's Exhibits Hos. 39 end 58 elaborate
figures are submitted showing that the sctual cost of the system to
Merch 1st, plus acerued losses, amounts to $937,913. This was, how-
ever, on & basis of interest on construction expenditures at the
‘rate of ten per cent. If this interest were figured at eight
.; per cent the amount would still greatly exceed the value as fixed
jb;s;r the decision. These ﬁ_.guras so submitted are however eriticised
lj.n the opinion and in Tgble No. XI the opinion sets out the capitsl
éexpend:lturos with interest as found by the Commission. The amount
;of actual expenditures so found plus interest amount to $710,3555.85
EOn pege 69 the opinion further finds as a fsot that an allowsnoce of
E#BB.OOO with interest at the rate of eight per cent per annum is
Ea. reasoyable figure to cover deficits from June 1, 1910 to July
i,1. 1915. The finding does not specify the term for which the inter-
est is to be sllowed but if for the Pive yesr period we should add

ito the $710,335.85 the $26,000 plus interest at eight per cent for
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Pive yeers or $35,000 which gives a totel of $746,335.85 as the sctual

‘tenance and operetion expenses of the compeny most drasti qally and

f_a‘ble operation and maintenance expenses is $44,706.19 as contrasted

water spstems has been rather limited and'that therefore there is &
'posa:l‘b:llity at least that his figures as to what was a2 reassonable

operagtion and megintenance allowance are not correct. If they are too

the Company's figures are correct it is manifest that the deficit
‘a8 found by the Commission is too low and that the welue of
$745,000 is much too low to cover even the actual cost to

petitioners.

‘element to be considered in srriving &t the value of the property
tand if the other evidence, aside from original cost, as to the

'a.'b 4745,000 becomes, we submit, still more spparent. This is oclear-
;ly shown by the evidence of the Commission's own engineers in this

tI:ort:u:ee:d:lng' and the findings of the Commission itself as to land valuee
%fin the decision in Application No. 118.

cost of the proporty or $336.856 more than is sllowed and fixed as

the price &t which the property must be sold. In arriving at this
figure of {26,000 for deficits the opinion sceles down the main-

says that Mr. Armstrong's estimate of what would have been resson-

with $67,902.88 as shown by the Company for the year 1914. It might
not be out of place to call attention to the fact that in the
decision on Application No. 118 this Commission fixed the reasonsble
operating end meintenance expenses at $28,600. Actual experience

showed the Commission was mistgken in this figure and in this pro-
ceeding the Commission's own engineers rgised the figure from |
$28,600 to $44,706.19. It is at least possible in view of the fore-
going that even the estimate of $44,706.19 is too low. Without de-
siring to criticise lr. Armstrong we might be permitted to call

attention to the faect thet his experience in the actual operstion of

‘low and if the actual cost of operation snd mgintenance as shown by

But &k original cost is under all the decisions only one

value of the property is considered, the error in fixing such value

|

——
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In this proceeding lr. Armstrong found the depreciated
vaelue of the physical structures of the ay'atam to be $663,137. This
inoluded no land .velues at all. All the evidence in Application Ho;
118 was by stipulation considered as being before the Commission in
this prooceeding. In Application Noj liB the Commission found the
value of certain lands owned by the Cuyamaca Company and there is no
evidence that the lands are worth less todsy than they were in 1912.

The value of the 16756 acres in the Cuysmaca Reservoir was
found to be §144,000; only 1074 acres of this lend, however, is
sought to be taken in this proceeding. The evidence shows, however,

that it is the best land and worth more then the rough mountain land
which is left. Hc;wever. assuming all the land to be equally valusble
1074/1675ths of §144,000 would equel $92,332, as the value of the land
embraced in this proceeding. The flume right of wa;/a:alued. in
Application No. 118 at $6510; 96.7 acres in La Mesa Reservoir was
valued at $10,810; Bucalyptus Reservoir lands at $480; Murray Hill
Reservo:ir 16.16/26.2 of $4400, only a portion of the land being
teken in this proceeding, at $2714.

Tabulated these values show;-

Depreciated velue of physical structures, ~--==--=---- $663,137
Ouysmaca Reservoir lands, =----=-=---=c--ce-ccccccca-. 92,332
Jlume right of WAy, -=-----=vecccecccccccncaccccccccna 6,510
Ia Mesa Reservoir lands, 196.7 &0res, =~========-ecceecaa 10,810
Eucalyptus reservoir lands, ----------==--ececcccccecc-- 480

Murray Hill reservoir lands (16.16 80res) =====-=-e-a- 2,714

To this should be added the following land

§not inoluded in the 1912 valuation.

Monte Pumping Plant Lands 7.85 asores -------- $2,460 (d)
Kelley Ditch R of W 7 acres at §26 &e) ----- - 196
Sand Oreek Pumping Plant 1 aore at $88 (e) =-- 28
Chocolate Pumping Plant 0.19 acres at $28 ( B
Murray 36" Supply Line 0.47 acres at 168 ( :f.')- 79
Webster Reservoir 0.1l4 aocres at 168 (f£) ==-== 24
Grossmont Reservoirs & Pump Plant 0.41 acres

s at 168 (£) =-=--==mmmcmcmcemcamcaaaaaaa 69
Elu.lea Reservoirs No. 1 & No. 2, 4.1 aores at

- 168 (f) ------------------------------- 689
fE:I.pe ILine between Miles reservoirs
. O0.26 aores at 168 (f£) ====-----c-c-=ec-a 42
?:nay-moalyptus Siphon 1,19 ac ab 140 (g)-- 167 |
Hesa Reservoir (additiona‘l lands) 103.3 i
(Fakes Bt L1/ (R) Stsutiisaiiicitoccaan 11,670 |
|

Mesa Pipe Line s.os, ao at tna () pccson - 230
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‘besed on either the figures of the Commission's engineers, regard-
;1ng whose estimates it is said in Decision 536 "we should accept, I
‘believe, the report of own engineers, unless on cross examinstion
i-ﬁhey appear to us to have erred either in their ascertainment of
f.:f.'aets or their expert opinion based thereon," or the findings of valu-
ﬁea made by the Commission itselfi Upon these figures the value of the

‘3483 134 (Cal.R.R.Com. p. 518). This value was penalized on
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$775,983

Kuehner Property 160 aores8 ----====-=me-cccecee=x $6,200(1)
' Poverty Guleh Rescrvoir 120 aores, =====-- ——————— 1,460 (1)23,209

To this should also be added the mein-

. tenance and operation losses, taking these losses
T even at the low figure found in the opinion,
925,000 and interest for five years at eight

per ocent and it amounts to, -=--=-~-----=----cccccccrcnn-a 35,000
Total Value -=-=---==-== $834,192

‘Note: This includes no allowance for going concern wvelue, wvater

rights or strategic value. -

(d) velue as fixed by Cuyamece Co. land could not be bought for |
less |

(e) Same cost per scre as used for flume R of W in R.R. Comm. f
veluation of 1912. -

(£) Seme cost per acre as used for Lurray Reservoir lands in
R. R. Comm, valuation of 1912.

(g) Average of cost per scre for liurray & Bucalyptus Reservoir
lands in R.R.Comm. vsluation of 1912.

(h) Seme cost per aore as used for La liese Reservoir Lands in
R. R. Comm., vglugtion of 1912.

(i) Approximete actusl cost to Cuyameca Weter Co.

These values with the two exceptions above noted are gll

property gppears to be $89,192 more than the sale value fixed in the

deois:lon in this case.
In 1912 the depreciated reproduction value of the
pmperty and the land valnes were found by Mr. Harroun to be

p.ooonnt of the inefficiency of the system, which has since been
foorr;oted. to #852. 500, but as that inefficiency has been correct-
.'ed we believe we are entitled to consider $483,134 as the depreoiat-i
od velue at thet time, On this basis plus the sctusl expenses since
June, 1912, as found by the Commission in this proceeding we have a ,
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‘velue greatly in excess of the {745,000 found in the opinion here:ln{
a8 the following tabulation will show. |

Velue of System as of June 1912 as fixed by R.R.
Oommission Deoision No.6536 in Application No.1l18,-- $483,134

Singce that time Depreciation has acorued for 3 years

and certain structures have been completely

replaced. The amount to be deducted is less

than $100,000, but say, =---=====ecccacceccaccaaa. - 100,000

Leaving & value 0f =--=-ceccceccccaanooo. - $383,134.
To which should be sdded 8% interest for 3 years,--- 91,952.

ligking a totel of, =-=-=--e-ceccccomaaa o $475,086.

Actual expenditures by owners since Jume 1,1912
as found in Table XI of opinion herein:

1912 (# emount shown in Table XI) ------==---ceecma- 33,419.63
1913 ===-mmmm e e e e 104,293.66
1914 ~---mmme e 184,044.80
1915 ----------------------------------------------- 34.415.88
Properties owned by lMurray and Fletcher, ~---------- 34,800.00
Deficits in maintenance and operstion as found on

page 69 of opinion herein snd interest, --=----==-= 36,000.00

Total =-=-=----cmccmmcacaan $ 901,059.91

This is $156,059.91 more than the $745,000 velue found in
this proceeding, and mekes no sllowance whetever for going consern
Mne. water right velue or strategic value. |

The great injustice done to these petitioners in ordering a
8ale of their property at $745,000 is further shown by the fset that
imder the contresct with the irrigation distriet they are compelled
to take at par bonds which are nmot worth to exceed 85. In Pfact the
ﬁonds of the Modesto District, & much larger and more wealthy dis-
:triot Than the La Mesa, Lemon Grove and Sprjng Valley Distriot, with
ésaeta of asbout 20,000,000, according to newspaper reports were
only sble to obtain 90 for a few hundred thoussnd dollars per velue
fc)f their bonds a few days ago. If these bonds teken at par are only
!worth 86 these petitioners will actually receive for their property
’;tjmder this Decision #qus.aso or $77,085.85 less than the actual cash
TL:;:&nditnrea made by them, plus interest, as found in Tgble XI
of the opinion.
| In view of all the oircumstances of the Paoct that these

rt:ltiopm took a broken down bankrupt utility at s time when no

|
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?ia besed. It is held in one opinion that no value should be allowed
for these water rights because the Company or its predecessor has
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' Therefore it would be necessery for this Company to limit its

‘one ealse would touch it, and through their energy, courage and monei
‘have built it up to a stete of efficlency is it fair to now compel |
‘them to sell out for over 76,000 less then the system has a.otua.llyé
cast them? I8 their enterprise, their courage x in putting up this
; lerge amorint of money in times such as this country has experienced
for the past four years, their successful work in saving & large
seotion of Sgn Diego obunty from a grave disaster by the complete
‘bresk down of the Flume Compsny's system to be rewarded only by
foroing them to suffer a large pecuniary loss? We cannot and will
not believe that such is the policy of the Ra:l:lroad Commission.

- WATER RIGHTS.
llo velue whatsoever is gllowed to these petitioners by the

decision in this case for their water rights. Yet these very water
rights are a part of the property which the District desires to pub-
- chase and & part of the property described in the Schedules attached
to the order in this case which thé petitioners must convey. If
these water rights have no vsglue, why does the proposed purchaser
desire to sequire them? These rights the order requires petitioners
' to surrender without co.mpensation. If they are valueless to the
Company what velue can thegy have to the purchasers and why does it
desire to acguire them?

Again we submit, there is a decided inconsistency in one of
the theories upon which the finding of no value for these water rights

' seld these rights.  If such is the case the Company certainly has no

}powar to use them, that power must rest solely in the purchasers.

;delivery of water striofly to the lands covered by these contracts.
Ejmhe faots found in the Decision in this case, however, absolutely |
énegative this conolusion. It is shown that water is being supplied"
to domestic oconsumers, amd it is suggested in the opinion that an |

extension of this supply shall be made to other domestic consumers

i
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'in addition to those being already supplied. As to this excess :sl.ntlj
1t appeared cleaerly in the testimony that there were at least £4
inches being supplied to domestic consumers for which no comtracts
were outotanding, the contracts are not effective. Under no theory
could these so-ocalled contracts deprive the Oompany of its owner-
'lhip of this 24 inches of water, even though as to the balance the
ovnershlp under the contracts may have passed from the Company which
petitioners do not by any means concede. In eny event as to this
excess 24 inches the company is entitled to a water right valué. It
should be noted that the only cleim for a water right velue made by
the Compeny was for this domestic water gnd it would dertainly seen
that under any theory petitioners would be entitled to this value.
.Hor, we submit, even under Mr, Chandler's testimony should the mere
fact that the domestic consumers under Cuyamaca Company's system

ere paying higher rates than outside consumers umder the system of
the city of Sgn Diego defeat this right to have a value for these
;24 inches of water. Iir. Chandler's testimony wms simply to the eff-
f_eot thet if the allowance of a water right value brought the amount
upon which the utili'by was entitled to earn a return up to a point
where the rates in order to yield such return would be higher than
:_the consumers could pay, then no sllowance for water right values
;ooulrl be made. We submit that the mere faot that domestie consumers
under this system are paying more than outside consumers wnder the
foity's gystem does not establish the fact that domestic rates with
an allowance for water right velues would be prohibitive and yet that
i:_l.s the only reasbn'aaaignsd in the opinion for not making such all-
jowa.noa. ’

;. Again, in the"Special Considerations™ at page 71 of the
| .

'Opinion.' it is said, "Colonel Fletcher testified that the cost of
Fwa.tor under the Cuyasmaca Company's system will be so high that it
cannot be used for irrigation purposes under any condition. Naverthn
less, 92f per cent of the water under this system, exoept surplus
'rate_re. is being nggc_l for irrigation and the lamis to which this
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- water has been applied are entitled to have the continued use

' thereof." We believe that unintent ionelly the purport of Colonel
 Fletcher's testimony has been misstated. What Colonel Fletcher

testified to wao that all of the land under this system would soon
become too valuable to be used for irrigated ocrops in large tracts.

That it would all be ocut up into smell tracts under a domestic use

and the water be supplied at domestic rates. As & malber of fget -

the revenue from domestic water at the present time is twenty-five
per cent of tﬁe tot el revenue of the Company not including sgles to
the City of San Diego and the per cent is increesing as the large
holdings under the system are being subdivided.

 GROSSMONT ATD ADJOINING ILAHDS.

In the "Special Considerations™ the velue of the system is
depreciated because it is sgid that these properties constitute a
burden on the system. That the Grossmont system was constructed
primarily for the purpose of serving lands owned by Lurray and
Fletcher and being sold by them. It is undisputed that the Gross-
mont tract lies within the territory served by the Cuyamaca Water
Company, that the water system serving that tract is part of the
system and whether the lanis were owned by liurrey and Fletcher or

by John Smith they would be entitled to water from the system. It
:often happens that some parts of a utility system are not as profit~-
'able as others but it is universally held that the profitable parts

mst help support the unprofitable. Grossmont is being developed
and it does not seem fair that because Lurray and Fletcher heppen
t0o own the land at Grossmont and also the Cuyamsca water gystem

' thet this fact should be used to depreciate the value of the system.

In submitting this petition for a rehearing your petitioners
are sotuated by the earnest belief that the price fixed by the
‘Commission in its decision is entirely insufficient. Your

* | petitioners have at all times endeavored to abide by and work in
accordance with the rules and regulations of the Commission. In

*l ‘bhiﬂ par‘bicular case they have evidenced this attigude to the
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full by submitting themselves voluntarily to this Commission

and placing themselves entirely at the mercy of the Commission,
a8 it were, believing always that they would recieve at leest
felr oconsideration at the hands of the Commission. gSubstantiéting
this we beg to cell the Commission's attention to the provision in
the catract of the Is lese District referred to in the opinion
in this case, from which it will be seen that your petitioners
are entirely dependent upon the finding of the Commission as to the
value to be placed upon their property. That they hsel sufficient
confidence in the fairness of this Commission to weive their right
to eppeal from eny decision which might be rendered by the Commission
and thus placing themselves in such & position that the property
could be virtuslly confiscated without any recourse so far as your
petitioners are concerned, if the Gommission so desired. We respect-
fully submit that by resson of this yrovision in the contreet we
are entitled to & more careful study and consideration of the case
then we might otherwise be entitled to, because we have no right to
eppea] from the decision of the Commission. This we desire to
particularly impress upon the Commission, because, without any
intention to offend or without eny desire to be in the slightest
degree disrespectful, it would seem thet the Commission has been
inolined in this opinion to make the valuation of the property
@s small as possible instead of as fair as possible. 4 reading
bf the decision in this case will, we respectfully submit, clearly
g.nﬂioate that it is strongly argumentative in every respect on

: ';I:he disputed points against the position teken by the petitiomers.

ive do not believe fhat this Commission had any intention of resolv-
:;l_.ng all doubts agalnst the petitioners but we cannot refrain from
i}:all:lng your attention to the fact that sll doubts on every disputed

30 point have been resolved against contention of petitioners. In
|
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presenting the case at the hearing it was our intention and purpose
'Eo present the same in a falr memmer and during the hearing we
furnished to the Commission and to the opposing parties every

-26-’-
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scrap of evidence which they ocalled for. The office force end
engineering force of petitioners were working dsy and night in
order to supply information called for by the Commissioner hearing
the case and by counsel for the other parties. This we gladly and
willingly did in order thet every scrap of evidence in any wey bear-
ing upon the veluation of this property might be submitted to the
Commission., Our faith and confidence in the Commission was evidenced
by voluntarily submitting the valuation of this property to the
Commission end it comes entirely &s & surprise to petitioners theat
their contention should be practically given no weight while the
contentions of those desiring to teke the property awesy from us

are glweym found to be correct.

| It is respectfully submitted that & rehearing should be
granted in this case and that either the matter shaell be beard do
novo by the Commission in bank or that at least an opnortunity shall
be afforded to your petitioners to argue the case fully before the
whole Commission at such time and place as may be fixed and _
designated by the Commission. That all petitioners desire in this
case is a fair and reasonable velue for the property to be taken from
them. This we feel we are entitled and thet under the decision
in this case, if it is sllowed to stand, we are not going to get
even ;-.=. feir and reasongble velue for such property.

Respectfully submitted,

and

Yetitioners.

Attorneys for Pevitioners.




STATE OF OALIFORNIA. ; 2
OOUNTY OF SAN DIEGO. )

William S. Post, being duly sworn deposes and
seye that he is the Chief Engineer of the Cuyagace Wigter Com-
pany; that it is his opinion, if next year is one of normsl
ranoff, the use from Cuyemaoce Reserwoir, (draft) and evapora~
tion, will be about 3,850 acre feet, and the runoff in &
normgl yeer will compensate this; that the present volume of
Cuyemaca Leke is 8,540 acre feet; snd that there is in reserve
two years supply in Cuyamace Lake, even for two successive
yeers of slight runoff into Cuyemaca Leke and presuming ordin-
ary winter flow in the San Diego River; and thet there is in
addition an instelled pumping capacity on the Cuyamsca sgystem,
of three million gallons daily, ready for use.

#illiam S. Post

Sworn to before me and subscribed in my pre-
sence this 21st day of July, in the year One Thousand iiine

Hundred and Fifteen.
Iou. B. Mathews

Hotary Public in and for San Diego

(SEAL) County, State of Californis.
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