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3ZFCRE TEE RAILIVAD COMRIISSION OF THEE STATE OF CALIFORITIA
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In the Matter of the Application of

R. G. XKANN, as Trustee for the former
stockholders of T=Z CALIFORNIA COMPANY,
for an QOrder Permittiag Abendomment

of Pudlic Service of water from Selt
Springs Valley Reservoir.

Application To. 23603

e e e P e et e

A. L. Cowell, for Applicant.
CRAZNZR, COMMISSICONER:
10

G. Xann, es Trustee for the former
stockholders of The C a Compeny, asks the Railroad Commission
for pormission to ebandon and discontinue ell public utility service
of water from Selt Springs Valley Resexrvoir in Celaveras County.

The application sets forth the following ellegations for the pro-

posed sbandonwment:

That for many yeers the revenues derived froz the
weter distrivuted from the reservoir through North
Till Diteh have been insulficicat to pay the cost
of wmaintaining and overeting sald diteh.

That revenues recelived during recent yeers for
rater delivered from the North Hill Diteh for
dredging orerations will cease tecause, 1t Iis
alleged o information and beliel, all ground
within the territory servod By said ditch which
can be werked profitadly hes now beon dredged.

That tias azriculturel lend which can be irrigated
from the North Hill Ditch is extremely linmited
end the future ravenues will be ncager.




That the territory in-the vicinity of the North

®ill Diteh is rolling, foothill land and used

principally for grazing end is unsuiteble for

generel Termimg purposes.

That the said diteh includes about 1200 feet of

wooden flumes, the expense of mainteining which

hes beea end will B¢ greater than the reveaue

which ¢ould be derived from water sexved fronm

the diteh for all purposes.

The applicetion further zets forth that the total expenses
for texes on said reservoir and ditek and for the oparation and
maintenance thereol for the five-year »eriod from 1935 to 1939,
imelusive, heve deen $10,194 compared with the total revenuss for
the seame period of only £7,5%0. Applicent offers to selil water
hereafter ot the reservoir under coatract to any water users along
the Noxth Hill Ditch provided they will esaree to naintein and
operate said diteh and the distridbution of water therefrom.

A public hearing in 4this metter was held in San Andreas,

in Calaveras County.

Selt Springs Velley Reservolr, loceted some six nlles

eest of Milton in Caleveras County, is formed by an carthen dem
across Rock Creek with & cutchmunt arca of approximetely 25 squarc
miles. The original dam was built edout 1857 with subsequent
additions and enlergements so thet its cepecity is 10,900 acxre

feet at the spillwey level, elevation, 1074 feet above sea level.
The North Till Ditch extends aslong the foothills ebout 12-1/2 miles
northwesterly from the dam toward Jeany Lind and was originally
built to furnish water for hydraulic nining »urposes. he
Californie Company(l) ves e New York corporation organized for e
life of SC years in 1683 about which time it accuired possecssiorn of

the Salt Svrings Valley Reservoir, the North ¥111 Diteh end other

(1) Eereinafter generally referred to as the Company.
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propertios in the viciaity. ‘hen hvdraulic mining wes stopped, the
water from the reservoir was nut to egriculiural uses, watering
3tock end incidentael mining cperations.

though contondinz that 1t was not e pudblic utility, the
Company asked for guthority %o issue a certain note. In Decision
No. 5986, rendered December 156, 1918, the Cormission declered the
Comparny to be & dpudblic utility for the purposes of that proceeding.
In 1919 Ivey Lewils 3Bordexn filed = complaint, Case lo. 1302, to the
effect that the Compary had refused him weter after furnishing him
service for several yeers during which time he pald rates veryiag
from S¢ to 10¢ per miner's imeh. The Company then filed Appli-
ecaetion No. 8334 for permission to discontizuc service of water,
neintaining that it 2ad never intonded te bYeecome a public utility.
In Decision No. 9939, renderced Decomber 29, 19621, the Cormission
refused t0 allow the Cozpany to discontinue and ordered it to file
the following rate for all weter service rendered to its consumers

subsequent to Januery 31, 1522, which rete was filed under protest:

RATE SCHIDULZE

Tor water delivered to coasumers at turnouts on

its main or branch ditches, per minerts iach run

for twenty-four hours, which is coulvalent to =

totael delivery of 2160 cUDIC FBCT ceevecesscassss $0.20

The Commissfon in Declaion No. 24434, dested Februery 8,

1932, grented authority for the Compeny *o issue 430,000 worth of
donds e expire February 1, 1652, which “onds arc now understood

to bo ownod entirely vy R. G. Xann. To avoid the nocessity for

reincorporating, authority was roocucsied 4z Aprlication MNo. 18845

to trensfer all of the Compary's mropertr 10 R. &. Xanun es Trustee
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for Ede Xann, Ruth M., Heinemann end R. G. Xann. The transfer was
euthorized by the Commission's Decision No. 25903, dated lay 1,
1933,

Exhibit Yo. 1, filed iz thic proceeding, is a map showing
the location of Selt Springs Talley Reservoir and the North Hill
Diteh in reletion to the Calaveras Riwver and surrournding territory
in Celeveras and Stenislaus Counties. Rock Creek Ilows south-
westerly below the reservoir but is not tridutary to Caleveras
River. North 2ill Diteh extends northwesterly and weter from it
may bo released down ravines and gulches which ultimetely drain
into Calaveras River. Unfortunetely, and perhaps for more or less
obvwious reesons, Applicent failed to locate upon this seme nap the

riginel old pioneer mining canal, running southwesterly Iron
Salt 3Springs Reservoir and generally kanowzn &g the Quall Hill Ditéh,
&8s well as several other more recently coastructed cenals through
whick, together with severel naturel drainaze courses, the major
‘ portion of the water sold to consumers froz Selt Springs Velley
Reservolr is now, and for several years last past has beeQ,trans-
ported.

At the hearing, Applicant filed Exhivit No. 2,whiea Is
e tadbulation of tha revenues from water sales for the years 182¢ o
1939, inclusive, and expenses for the seme period. The table
includes the revenucs derived from sales of purported "surplus
water" end segregates tho revenues Ifrom sales of water delivered
from the North ®ill Diteh upon the assumption thet these latter
are the only revenucs derived from ardbitrerily designeted public
utility operations. The seles clessifiicd as "Pudlic Utility”
range from 5223 to $2,115 per yeer, while the rcecipts dorived

from and dosignated as "Surplus Water Salcs™ range from a low of
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4285 to a maximum of $3,852 in 1938. Applicent testified that the
revenue obtained from water served from the diteh for agricultural
purposes had never exceeded 5250 per vear in eay year. In 1938,
an errengenent was made with X. G. Schwegler to deliver to hinm
from the North ¥ill Diteh for mining purposes Fifty niner's inches
of water for eight montas of the yeer at the rate of ll—l/4¢ ver
miner's inck day, rather than at the established and £iled teriff?
of 204 per mizer's inch day. Applicant testified further that
sinee the above arrangement he has sold water to all other public
utility customers at the seme ll-1/4¢ rate.

Because of the unused weter available in the reservoir
ir normel years over and ebove the amount required by the con-
sumers from the North Fill Diteh, Applicant mede effcrts o
dispose of such cxcess water elsewhere. During the period from
1933 to 1938, water was released from the said ditch to flow into
the Caleveras River cheanmel from which it was recaptured and
purped by various ranckers ownlig lande riperian to the stream.
The rate was $£1.50 per acre-foot of weter meesured at the indi-
vidual pumps, emounting to about 7-1/2¢ ver mizer's iach day.
Yowever, the pumps were 20t operated during the night resulting
in o great waste both of water and revenue exd led to the finel
abandonment of this method of operation.

In 1935, Applicant exntered into a 20-yesr agreement with
Tinden Irrigetion District (see Zxhidbit XNo. 8) to sell to seld
District "all water impounded in said reservolr in eny season in
excess of the amount required for service to such other water
ueers as the Trustee may have or may become obligated 1o serve.”
The District agreed to pay for water measured at the outlet gate

of the reservoir at the rate of 55¢ per acrc-foot, boing aquivalent
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to about 2-3/4¢ per miner's ineh day. JAmong other things, the
District also agreed to enlarge the capacity of the North Hill

Ditch to 75 cublc feet per second and 0 make certain other lmprove-
ments et the dam to increase the storage cepacity of the reservoir.
Water was purchased by the Linden Irrigetion District during 1936,
1937 exd 1938 dut there wes 10 extra water aveilable during the.
extremely dry seeson of 1939 with the result thet the agreement,
togethor with modifications thereto, has bdeen virtually, 1f not
actuelly, cancelled.

Annual revenues varying froa $300 to $400 are reported
for the yeer 1930 and for the years 1934 to 1938, inmclusive, for
so-called "surplus water” released into the natural channel of
Rock Creek for the purpose of wetering cattle on renches riparien
t0 the stream. Three ranchers buy stock-water uinder writien or

el agreecments. Ia general, the Applicant is required to mainteln
in Rock Creek a supply of water sufficlent for the livestock during
the irrigation seaseia.

Under date of March 20, 19386, R. C. Kann entered into
what he termed and desigueted a "water right agreement®™ with Annie
Moran for the irxrigetion of Ladino clover or other crops on not
to exceed 250 acres at a rate of $4.50 per acre with a meximum
requirement of 3-1/2 acre-Teet per acre. Water supplied under this
agreement is discharged from the reservoir into Rock Creek and
thereafter diverted by Anzie MMoran at her own expense. The
eviderce shows that other similar agrecments have been made as
follows:

(&) Contract dated Fevruery 17, 1935 with Xete Greenlegh
for irrigation of not to excced 90 acres.
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(») Contract dated April 21, 1933 with Merguerite A. Rhodes
for irrigetion of znot to exceed 250 acres.

{c) Coatract dated August 26, 1635 with Albert L. Groves

for Iirrigation of 20t %o exceed 150 acres.

Still anctaer "weter right agreemext™ was nade by
R. G. Xenn on Novembder 3, 1937 with Mery Ada Orvis and W. S. Orvis
and Marguerite A. Rhodes, whersia seid R, G. Xenn agreed to
furnish weter for the irrigation of Ledino clover or other ¢rops
on not more theazn 250 acres of lend owned or leased by seald
Mary Ade Orvis end/or W. S. O»vis, and on not more than 300 acres
owned or leased by MNarguerite A. Rhodes. The rate specified was
$4.50 per acre, with e meximum requirsment of 4 acre-feet peor
ecre. This agreement also provided that Applicant night enter
into similar contrects with Cherles 3. Rhodes for the irrigetion
of not more then 200 acres and wita Amnie Moran Tor vthe irrigation
of not more then 150 acres. The water was to be delivered lronm
the roservolr %0 the lands to be irrigated by means of & main
ditch %o be constructed along the general course of the Quail Hill
Diteh for a distance of about 15,820 feet, theace By natural
drainege channels and throuzh another ditch to be constructed for
ebout 1600 feet. The construction cocts were to be peld by the
irrigators, oue-half thercof to %e refundadle in kind. Upon com-
pletion, the diteh and tie right of wey therefor were 1o become
the property of Applicent and he opereted end meintsined by him.
The new Quail ®ill Diteh was constructed in 1937 and 1938 at &
totel cost of £8,150.

Tollowing is a teduletion suwmarizing tke revenues and
expenses as presented by Applicent for the eleven-year period

1929 to 1939 in Exhibit No. 2 as corrected:
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T dotal
1Ravenue

: Public @ Surnlus VWatexr

:Utility*:Cela- :Linden:

: - sveres :Irri- @ :

: North :River :gation:Rock :Rock

 HiLY iRanch-:Dis- :Creek :Croek
:Yezr: Ditech : ers :triect :Cettle:Clover

o 2o Y
2]
I
w®
1]
*

s

Total
Axpenses:

1928 & 878 % s & -« 4 5 -~ § 878 82,77
1620 1,062 390 390 1,452 2,240
1931 741 - - 741 3,967
1532 507 - - 807  2;170
1933 223 - 285 508 1,828
1934 551 350 651 1,202 2,210
1935 1,437 300 707 2,144 2,024
1936  2;115 400 2,030 4,145 2,373
1837 1,557 400 1, 2,832 4,389 2,331
1938 1,526 400 3,852 5,378 2,393
1939 894 aox * ok *K 17897

Water
Sales

" S8 40 "0 38 3

ALl @

Totel

s
0 0

[ 7o M{s]

1 SO ¢ ¢ttt

Clagsification artiterily essumed and adopted dy
Apdlicant.
Yot reported - incomplete.

Counsel for Apvylicent has evolved a rather startling
method of reclassifying service obligations whereln the entire
group of weter deliveries yielding heavy end substantial reveaues

re unreported and placed ia the category of non-overative business
upon an arvltrarily assumed vrivate coatractual status dealing with
alleged "surplus water™ only. To the rogular public wtility
sorvico has been rolegated tho obviously unprofiteble and unre-
munerative deliveries to the twe remaining consuners on the North
Zill Ditch. No logical or seticfactory roason has beon advenced

by counsel jJustifying the tainly disguised attemnt to carve
privete contractuel rights fron ;’wator supnly which hes in its
entircty becn dedicated to tho public uso for over halfl a century.
Since as early eas 1918, The Celifornia Company volunterily sub~
mitted itself to the jurisdiction of the Railrecad Cormission whick

therevpon essumed this compeny vo be a public utility, at least

as to the extent of the issues then involved, Decision No. 5986,

i% C.R.C. 285. 1Im 1921, with the actual status of The California

-8-
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Company under direct attack, the Comaission in the following
unequivocadble lenguese declared the entire operations of said
conpany to be public utility in cherecter without any exception

whatsoever, Decision Mo. 9835, 21 C.R.C. 23-26,

"he nost important issue raised herein ig whether
or not defendant, The Celifornis Company, is a pudblic
utility as t0 tae operation of its wavter systen.

The evidence shows, and it is an adnmitted fact, that
for over 30 years past ¢Ae Californis Company has operated
its water systom continuously end hes delivered water
to varicus individusls who nave applied for service and
nes collected reszuler rates therefor. 1Mut:’:ear sizce
1889, when the compeny ceased to mine, 1t has en saged
solely iz +the business of the sele and distridution
of water to its consumers. The Califormia Company has
f*led it3 ennual renorts with thls Commission, and

therein are set out, emong other things, the 1umbe*
of consuzers and the quantity of water delivered for
i*risauion end mining use, together with operating
revenues from the water sales.

After carefully considering ell of the evidence
relative to the »udblic utility status of this company's
activities, ezd particularly the facts set out ebove,
it is evi de 2t that seid company owns, contrels and
operatés & water systom within this state and that 1t is
distrivuting water to the public for compexzsation. The
Commission therefore finds as & facv that The California
Company is & public utility.”

The facts are clear and Indisputable. The record herein
conclusively shows thet ell sales end distridbution of all water
from Salt Springs Velley Reservolr are public utility in characte
end as such are fully and completely under the control and juris-
diection of the Reilromd Commission. This bYeing a fact, tae
evidence indicates that upon the vasis of all revenues recoived,
disregarding all arbitraerily assumed classifications, this utility
is not operating at an out-of-pocket loss but, on the contrary,
is even realizing some return upon its cepltel investment. It
furthermore anpears tiaet for a considerable nunder of yeers last

past, this utility kes disregarded tho filed tariffs which hereto-

NP
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fore had been establisaed by the Railrocad Comuission upon 2

uniform basis for all water deliveries. Service has been rendered

for zining, egricultural, stoclt water end other purpcses at

varying ané non-uniform rates, all of which were considerable

less then the rates heretofore estadlished. Ia eddition to these
P

depertures from the officially fixed schedule of charzes, a large

nuaber of priwate agreenents have deexn entered into rroviding

for the sale and distribvution of water for various purposes wherein

the specified retes were highly proferentisl in favor of the

contrectual water users and excossively discriminatory against

regular water users.

The history of the orth Zill Diteh shows a rather dis-
heertening decline in productive ectivities. In 1920 some 16
consumers took water from this diteh. AU times, considerable
water was run for nining purposes. Now only two ranchers depend
upor this ditch for water, Willard 3. Tower, a sheep raiser,
and Smile Pacheco, a catileman, who also is superintendent end
operator of this utility's irrigation system. Ir. Pacheco lives
at the extreme end of the 12-mile Worti HZill Ditch eand has
gebsolutely no other means of obtaining stock and pesturage water
except from +he Compeny's canal. owewer, the entire gross
revenues from both of the showe users do not exceed 100 for the
entire year. Without a doudt, this presents a desperste situation
not only from the utility's operating standpoint but, nost
sexrious of all, to Smile Pasieco. Loss of this weter means the
loss and abandonment of his entire ranch. There appears To be
little hope for eny new revenues along this diteh in the future

except, verhans, frox »ossidle gold dredging operations on this
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fore hed been establiszed by the Railrcad Cormmission upon a
uniform bYasis for all water deliveries. Service has been rendered
for mining, agricultural, cstock water end other vurpeses at
varving and aon-uaiform rates, all of which were considerable

less then the rates heretofore esteblisned. In eaddition to these
departures from the officielly fixed schedule of charges, a large
numbher of nrivete agreemexnts heve boexn entered into rroviding

for the sale and distrivution of weter for various purposes wherein
the specified retes were hiphly preferential in favor of the
contractual weter users and excossively discriminatory against
regular water users.

The history of the orth Fill Ditch shows a rather dis-
heartening decline in nroductive activities. In 1620 some 16
consumers took water from this ditch. At times, consideredle
water was run for mining purposes. Now only two ranchers depend
upor this diteh for water, Willerd 3. Tower, a sheep raiser,
and Smile Pacheco, a cattleman, who elso is superintendent eand
operator of tiais utility's irrigation system. 1. Pachece lives
at the extreme end of the 1l2-mile Norta Hill Ditel and Las
eksolutely no other meeans of obtaining stock and »esturage water
except from the Compeny's canel. However, the entlire gross
revenues from both of the above users 4o not exceed $L00 for the
entire yeer. Without a doudt, +ais presents a desperste situation
not only from the utility's overating stendpoint dut, nost
sexious of all, to Salle Pectheco. Loss ¢of this waeter means tae
loss and adandonment of his entire ranch. There appears o be
little hope for any new revenues along this diteh in the future

except, pechaps, from »ossidle gold dredpging operatiocas on this

=10~
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same Pecheco rench end at this time suck venture appears to be Hot
remote and too highly speculative %o warrent further considerstion
at this time.

Ordinerily, uader suech conditions and circumstences,
avandonment of further water deliveries through the North Hill
Ditek rmight be in order. w%ve., present service demends have
undergone a considerable change, heving shifted to new arcas not
undoer or cepadle of deinzg supplied By the Noxth XHill Ditch.

Testimony indicates that there is now an insistent

cmand for the irrization of lerge areas of lands lying generslly
in tho lower Rock Creck Vaelley, primarily for the raising of Ledino
clover, alfalfa and other forege crops for vasturage purvoses. It
appeers that the entire production of weter from the Salt Springs
Velley Reservoir is insufficilent to ¢ the increasing demands
in this territory for o i s of aversge rainfell. In
order to ortain water is & many laad owaers therein have
agreed to and have getuelly constructed, mainly at thelir ow
expense, several miles of ditches end many structurss for the
transportaetion of water to =thelr respective reanches. Thexe is 20
108s o2 merket for Applicant's weter supply, iz Pact, so important

S the demend for water in this area become that steps have beex
takon from time %o time iz tho pest, es well s at the present
time, fox the formation of irrigetion distxict wider and by
virtue of the laws of the State of California with the ultimate
end in view of acquiring by »urchase or othexwise all of the water
production facilities owned by Apnliceznt in this territory. It 1s
this water which hes beex lendled eatirely by aad through wriltien

agreements under the gulse of "surplus water.”
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Az analysis of the revenues and expenditures submitted
in this proceeding indicetes that with a comprelensive reorgeniz-
etion of opereting dractices and proceduwre and with the proper
allocation of reveaues and e¢xponditures, tiac full developnont of
The business opportunitivcs presented in the lower Rock Croek
district should casily place this utility in the position of
cerning a fair and ressonable return unoa its iavestment over end
above the necessery snd prover costs of operation. To date,
Applicent Zas extended his efforts nmot toward the latural develop-
ment of this new dbusiness end more efficient plant menagenent,
dut rether to the avandomment and seversnce of all public uwtility
obligations and liabilities to0 continue service to these entitled
thereto. Applicent for meny vears st past has abendoned and
departed from his regzularly e rate schedule eand hes
followed 2 nlan of bargalinizng with each iadividual water user upon
whetever terms could be mutually agrced to. If it Is a fect en
could be shown that Applicant is not receiving an adequate return,
the proper remeldy lies in en epneel to this Commission for the
fixing of compensatory aad uniform rates, rules and regulations.
Jo such action tas been taken. Until Applicant las exhausted the
sinple and inexpensive remedies dictated by good business judgment
and as provided by law for such rehebilit on of this svsten es
may be necessary, it would be aighly improver snd wunwarrented for
“his Commission upon the evidence in this vroceeding to autiorize
the gbandonment and discontiauansce of water service on all or any
part of the existing system. The prosont record indicates at this
time thet it is 2o longor reasonable o roouire this utility to
carry the ourden of meintaining o) miles of ditches togetaer

with the appurtenant structures . North Hill Ditch.
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It now appears just and proper that service as heretofore ve con-

tinued 0 any and =21) consumers along this ditch who mey desire

water with the edditionel understending, however, thet such upkeep,
repairs end maintenence es may ve recuired thereon shall be done
solely and entirely at the expense of esach and overy such weter
user and that the utility horeafter stard relieved from this
latter rosponsipility, unless end until chenged conditions should
warrent or it otaerwise te ordered by this Commission. This method
is somewhat in line with the plan proposed by Applicant of placing
all further water service from the North Fill Diteh upon a private
contractual hesis, selling all weter at & fixed price measured end
delivered at the Salt Springs Velley Dem. However, besides adding
to the already surfeit of unnecessary contracts, Applicant's
roposal has the additional éisadventages of forcing the consumers
%0 bear the whole durden of the heavy seepage losses throughout

the entire 12 miles of canal, which, coupled with the cxpense of

diteh, tumnel, flume and structure maintenance, would make the cost

of water prohibditive end force abandonment through csonomic
neeessity.

The following form of Order is recommended:

Applicetion as entitled above having teen filed with the
Reilrosd Commission, a pudblic hearing having been held thereon, the
metter having been duly submitted, and the Comuission being 2ow
fully advised in the vpremises,

I7 IS IZREZY CRDIRED that R. G. Xann, as Trustee for the
former stockholders of The Califorzia Company, be and ke is hereby

authorized 0 deliver water Hy esd through the FNorta Hill Diteh
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upon regular coasumer vasis, provided, however, thet seid R. C. Xann
ray demend the edditional requirement that eech anéd every such
consuner assume his full share of the responsidility of meintaining
said North Hill Ditcz in reesoneble state of repair lor the trans-
portation of water.

IT IS FERZ3Y FURTZER ORDERID thaet the application of
R. G. Xaan, as Trustee for the former stockholélers of The
Celifornia Compeny, in so far as it pertalns to the recuest for
permission to abeadon sudblic cervice of weter from Selt Springs
Velley Reservolr inm the County of Calaveras, State of Celiforanie,
be and it 1s heredy denied without prejudice.

For all other purposes, the effective dete of this Oxder
shell bYe %tweaty (20) deys fronm and after the date hereofl.

The foregoing Opinioz and Oxder ere heredy approved and
ordered filed as the Opinion end Order of the Reilroad Cermission
of the State of Califorais. ' 1249

Dated at /@,3;;;@ oy e, COlifornia,,this ﬁ &

day of Czﬂaagﬂ,éi , 1941.
7

Comissioners.




