
EL ., . • • 
Decision No. 

BlFORE THE PUBLIC UTILITIES COIvl!":rS;::;ION OF THE STATE OF CALIFORNIA 

) 
In th~ Matter of the Application of ) 
CABAZON \'!ATER C01'IPANY, for a uthori ty) Applic.:ltion No. ;0742 
to Increase its R~t~s for Cert",in ) 
~.qater S~rvice. . ) 

----------------------------) 
) 

HANS E. rcECK ~ ED XII. COLLINS, ) 
IRENE CLO\,:ER, MITTIE \-lILLS ~ ) 
DAN I'l. PO~lELL, IvrARGARET PO\IJ'ELL ) 
BERTHA E. TRUBSD'ALE, x-ms. LESTER ) 
BASKETT, CLINTON HAGLER, J. H. ORR } Case No. 5178 
D.nd it. D,. JONES Comp1ain.:l.nts, v. ) 
CABAZON V1ATER COMPANY, a corporation,} 
Defendant. ) 

-----------------------------) 
H. S~encer St. Clair for applicant and defend",nt; 
RedW! ne, Swi tz.cr & Fit zgero.l.d by Earl RedWine 
for certain customers as protestants~ ana for 
complainants; Frank Marino, in propia persona, 
as protestont; ana Melvin Holnsen, in propia . 
persona, as protestant, and as interested party 
in Case No. 5178. 

OPYNION - ... ~~-~-

In App1icati on No. 30742, . C3.bQ.zon :!at~r Company, .:l. corpora­

tion, owning and operating a W<lt~r system st::rving domestic and irriga- . 

tion customers in and about the unincorpor<lted town of Cabazon, 

Riverside County, California, seeks ~uthority to establish an increase~ 

s~hedu1e of irrig~tion r<ltes. 

In Case No. 517S~ a group of 11 water users complain that on 

or about October 1, 1949, Cabczon ivater Company unlawfully cut off <lnd 

discontinued the de1iv~ry of dom.astic \orator to e.lch of them wit!'::O'lt 

C.:luse or reason, and without application to) heo.rinG '!.Jy, o..)r or~ler or­

authority of) the COmmission. 

A public hearing on both the matter of th~ application and 

the complaint was held before EX~lincr ~l.:l.rnt:r, in Banning, on 

F~bruary 24, 1950. 
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C~bazon Wat~r Comp~ny is ~ corporation org~iz~d und~r tho 

l~ws of th~ State of Celiforni~ ~nd w~s granted a certificate of pub­

lic conv~ni~nce and' n~cessity to oper~te ~ public utility water 

ccmp~y by the Commission's Dclcision No. 41241, dat0d February 24, 

1943 •. Prior to that d.:\te J applicant had been operating as Do nonprofit 

mutual wator company since June, 1911. 

Applicant's wat~r su~ply is obtain~d from two sourc~s: , . 
y 

(1) surf.lc~ watt!r from lullard Creek, a tribut.:.ry. o.f' \\'hi tewater River, 

;;..t .:1 point approxim.lt~ly five mileS north of Cab~zon on the south slope 

of the 3·'ln, B-:rnardino I~~ounto.ins, and (2) from 0. well drilled by appli­

c~nt above:: the int~ke structur\.!) from which w:)tcr is siphoned and dis­

charged into the transmission pipe line. From these sources, 20,000 

feet of ccncret~ ~nd 7,000 feet of steel transmission pipe line carries 

th~ \'latcr approxim:\tely five mileS to c. division box and sand trap 

ncar t ~e north boundary'line of the townsite of Cabazon. From this 

point, domestic wolter is distributed through some 10,810 feat of steel' 

m:lins J r.'mging in diamet-=r from 1, to 12 inches, to a portion o.f' 

3~ction 16, Township 2 South, Rance 2 East, SBB & r'i, . and to that por­

tion of the E~st H~lf of Section 7, Township 2 South, Range 2 East, 

.3BB & M, lying north of U .. S. Highway 99, ~neluding Desert Hills Sub­

division ~nd H~nst:n Subdivision. Irrieation wat~r is d:f.stributed 

t.hrough $6,390 f~(;t of steel and concrete pipe lines, ranging in dirune­

tl:;:r from eight to 14 inches, to SGcticms 15,16, o.nd 17, TO''I14shlp 2 

South, Range 2 East, SBE &. (i!~ 

Th\; ~vidence in C<lSC No. 5178 indicD.t~s that irrigD.ti.':m 

w(.;.t(::r h.:1d been served tv some 11 residential cust~mers in the irri-

~~ted ~rea and used as dom~~tic water for sever~l y~ars prior to 

0ctob~r 1, 1949; on which dcit~ it was cut off because of danger of 

f.:ontrunination. 

Inn~ C=::l.b~zon :!ater Comp::my has 1ldjudicated right s to divert a. total 
of 7.17 cubic fect of.' wat.er p\:lr second from !.al1.lrd Cr~ek priori- . 
ti~s> 19S5· (4.67 sec'. ft.) and 1915 (2.50 sec. ft .• ). 
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Tho:: unincorpor~t0d town of Cabazon is located on U .. S.High­

way No. 99, about seven miles e~st of the City of Banning, ncar the 

S~n Gorgonio P~so on the m~in route from Los Ange~es to Indio and 

Palm Springs. The area serv~d is g~tly sloping desert land formerly 

cove~ed by sage ~nd mesquite but now 1~rge1y cl~~red ~nd subdivided. 

Cabazon is one of the principal Southern Pacific Railroad watering 

stops. Applic~t's domestic custorn~rs comprise service stations, one 

or t110 cafee J one or two motor GOurtB J and" Bmall deBert reBidenceB, 
As o£ tho d~to o£ tho h~ar~ng, th~r~ Wero ~14 eustomcrs conn~¢te~ to 

, , 

th~ domestic w~ter system~ and 26 irrig~tion users. In addition, 

there \'lere 11 cu. stomers ,complainants herein, a tto.ched to the irriga-

tion system using irrig.:ltion water for dom~stic purposes in the irr1;" 

gated area south of the townsite und $,cross the main h,ighway. 

'The evidence shows that during 1949 the regular irrigation 

customers consumed approxim~tely 70% of th~ qu~ntit~ of the water 

sold and produced about 30% of the tot~l revenu~ for th~t y~~r. They 

irrig~ted ~ totul of some 200 acr~s of oliv~s~ peaches and apricots~ 

Applic.::.nt t s present irrigation rate is 20 cents per t.1iner's inch per' 

24-hour run. The proposed r~te is 60 cents p~r miner's inch per 

24-hour run. 

An audit of C~b~zon WD.tur COfllpany's books for the yeo.r 1949, 

introduced by appli,c.:lnt's witnl;;1ss, ?,1ilton D. Goldberg, 3S Exhibit 2, 

tog~ther with ~ report ~f a.pplicant's results of operation for the 

Y0a:r 1949, introduced by' a Commission staff engin~0r as Exhibit 4) 

showed th~ follOwing oV0r-all financicl results of operation: 

-3-



A-30742 Ete 
C-'S17S 

SUMMARY OF EARNINGS 

Itet'l -
OPERATING REVENUES' 

R~venu~ s- Do~ stic Servic e 
Rev~nues - Irrigation Sorvice 

OPERATING EXPENSES 
Source of \'Jolter Supply 
Pumping 
Transmission ~nd Distribution 
General and Misce11ane~us 
Taxes 
Depreciation 

NET OPER~TING'REVENUES 
. 

RATE BASE (Depreciated) 

RATE 0 F RETURN 

(Red Fi.c:ur e) 

Year 1949 

$4;050.71 
, 2,129.95 

, 104.62 
1,206.'43 

'.351.60 
3,96.3.84 

'261.96 
5,300·22 

• 

$ 6,180.66 

11J18~.3g 
( 5,00 .72) . 

153,485.00, 

In ~xp1.'lining Exhibit 2, r'ir .. Goldberg st2.ted that pumping 

exp~ns~s would be subst~ntially reduced in 1950 due to 'the withdrAwal 

of the pump from the well during 1949. The pump woos withdrawn upon 

the substitution of the syphoning system, the cost of operating the, 

pump ho.ving been found to be exc~ssive. He expla,ined tho.t no salary 

had been p.lid loir. Johnson, president of the company, and that audit 

expenses during 1949 were unusually large due to his having had to 

prepare two prior years' .:ludi ts .lnd Co special o.udi t arising f'roman 

over-issue of stock. He estimated that n~rmal audit expense would be 

$.300 per y~ar. App1ic~tts witn~ss, H. Sp~ncer St. Cl~ir, testified 

tho.t, inasmuch as there were 10 law, suits panding in which the company 

w:.s a party either ilS defendant or plaintiff, it was difficult to 

estirote the amount nf la"" a.nd audit expense which could be considered' 

normal. 

The CommiSSion sta~f ongineer estimated that had the proposed 

j.rrig.::>.tion rate been in effect during 1949, and the same <lmount of 

wat~r sold, the revenue w~uld ,have increased $4,260.. This increased 

revenue w(,uld not h!lve been suffici ent to produce any return on 

invested capital. 
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A rl3port on the present v.:>.lu.:>.tion of the :physical operative 

properties of applic~nt w~s introduced by protcst~nts' Witness, 

Phil K. Stephens, ~s Exhibi~ ), purporting to show such value to be 
. . 

$92,162. This apprais.ll was b.:lscd on what the witness t~rmed "present 

considered" or "1oan lf value and excluded applicant's property in the 

Desert Hills subdivision amounting to approxillW.tely :~25,352, on the 

ground tholt its installation had been undertaken imprudently. This' 

extenSion, hcwev~r) W:lS .authorized by Decision No. 41241, .and the 

~oney for its construction W.:l.S ~dv&nced'by the subdivider under 

Rule 19-B. The only other substan'ti.ll difference between the ,Ste'phens 

valuoltion and the valuation showr .. in Exhibit 2, is thi! item of land.' 

L~nd was appraised for, and included in, Decision No. 41241 in the 

amount of $32,500. This land D.ppraisement, as included in Exhibit 4, 

will be udopted for the rate base of $153,4$5 bas~d on historical 

cost less depreciation. 

Consic:l,er~ble evidi)ncc was adduced Jot th:3 h~aring regarding 

the e~rnings Qf the proper'ty owners whose lands were irrigated, and 

it was shown that the gross inco~e during 1949 from peaches~ apricots, 

~nd olives, which c,)nsti tute the bulk of the incf.)m~ from these irri­

gated properties, WJ.S at a v~ry low ebb c.uring thrl't yeo.r and that any 

r.l~jor increase in the irrigation r~te wntlld be a burden upon such 

growers. Howcv~r, it appc~rs that the present irrig~tion rate is,not 

p~ying its waYI ~id it is evident th~t ~p,licant is in need of f1nan-

ci.:ll relief. 

This wat~r system,~s conceived origin~lly was designed to 

serve a land development embro.cing 2, 800 acres primarily for agricul­

tural irrigation, but it also provided domestic Wrlter service for the 

h?mes within the townsite of Cabazon. Although th~re ~re three irri-. 

gJ.tion consumers using water en not to exceed 10 acres of lands 

located north of the State Highway and the Southern Pacific Railro,,"d, 
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the main irrigat~~ are~,li~s south of the rnilroncl right-of-w~y. From 

th~ ~rigin.:ll consider;lble irrig.:lt~d 3Cre.lge, thi;) total now taking water 

has dd~linQd t~ the n~ighborhood of 200 acres. This reduction is the 

result of sev~r~l advers~ f~ctors refl~cting ch~nged conditions and 

s0riously affects nJt only the utility's financi.:ll p03itir.'llt but the 

c~ns~ors' ~bility to pay, as well. Obviously, it would b~ unf~ir to 

exp~ct th~ f~w remaining irrig~tion consumers to pay an excessive rate 

undi::r such circumstances. Th,:) bUrc.'3n in this ccse should be shar~d by 

the utility ~d consuocr ulik~ until b~neral and loc~l conditions 

The r~cord shows that cert~inp~st and current expenses such 

as auditing and legal ft.!cs, 'hhill".:! p:lrticul.:lrly heavy at present, arc . 
in fact nonrecurring .:lnnually .:lnd, as such, should b~ .:lmortized'over a 

l'"e~son.:lble period of y~.:lrs. Fumpinc; expenses have been oliminated' 

thr"ugh improved oper.:ltine ::1ethods. After due consideration is given' 

to these factors, it .:lpl"ec.rs th.:lt for the immediate future .:lnd under 

normal operations, the annu~l expenses properly m~y be considered to 

~vcro.ge $.3,000 10ss than for last year. With the establishme'nt of .:l 

rate of 40 cents p~r miner's inch, increased revenu~s to the extent of 

$2,180 should be r~3.1ized. This would wipe out the present operating 

ci~ficit of $5;009, reported for th~ y~Qr 1949, and, furthermore, should 

eliminate furth~r out-o£-pockclt loss. 

In Case No. 5178, a group of 11 residents living in the i"'or­

tionof the service 'area south of Highway 99 sh~wed that for cany years 

pricr.to the certification of Cabazon Wator Company on February 24, 

1948, they had b'een receiving wcter from Cabazon :'vater Comp.:lny for use _ 

in their homes. This water, it w~s not dcni~e, c~e from the irriga­

tion pipe lines of the w~t~r company through concrete pipes, many of' 

which were porous and le~king badly and delivered the irrigation, water 

through open weir boxes. The evidence shows that these customers were . 
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billad :It the domc,sticfl~t rolte of $2.50 per month up to October l~' 

1949, when s~rvice w~s disc.;)ntinued by the wilter c')mpany. l'hey h.lve 

be~n without water service since that date. 

Compl:lin.:mts contend. that they have been r~ceivinb domestic 

water service through the c·)ncrete irrigation pipe lines for many 

y~ars. Defendant clai~s that w~ter furnish~d through the concrete 

irrigation pipe lines at present is contaminated o.nd is subject to 

still further dangerous contamination by reasC'n of broken pipe, o:;>en 

j!')ints and weir boxes; c.nd, furthar~ that in order to protect itself 

~rom liability from a ,ossible epidemic ariSing from water borne 

\1iseo.se ·')r any c)ther sorious danger fr.om local contamination in this 

portion of its irrigation service area, it cut off all domestic serv­

ice to com,lainants' from said irrigation lines. 

Complainants' witness, Leonard R. Miller, Riverside County' 

Health Der.artm~nt Sanitation Director, testified that tests conducted 

by his department showed cont:.'l.minati~n of the entire system over a 

period of D.t least the last two years up to the 13.test date, Feb­

ruary 21, 1950. He st~ted that defendant had been notified of the 

result of these tests at regular periods. Defendont s~<lted that steps 

had be~n to.k~n to prdvent c(mtnmination at theinto.ke by construction 

of ~; fence to keep out horses) cows t and otht;r animals but th.!lt 

chlorination would cost about $2,800. 

The ~vid~nce in this proceeding shows that in th~ are<l south 

of the Southern Pacific R~ilroad right-of-way~ d~m~stic water service 

is supplied by o.pplicant to a considerable group of consumers from a 

1,- 3:nd a 2 -inch steel pipe 1 ine. No discontinuance of service has 

been made to these c(,nsumers. However) complainants herein, also 

residing oouth 0:£ th e said r3i lroad, he. ve been recei ving water l-m.ich 

they have used for domestic purposes' for some years last PilSt from- the 

concrete irrigation lin~s which ncver were designed ,for such use. 
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Fro~ a st~ndpoint of public health, it is not saf~ to continue so 

-using this irrigflti:on lint; water, ~t any tiod, wi.thout proper boiling 

or other dep~ndable st~rilization. 

The record shows, that the princi,al scurce of existing 

contamination comes i'r:>M the o.rea o.rcund the s'::;urcc of supply in and 

ab':lut MiIl:lrd C~yon. h'hil~ s.nl'; steps have been taken by defendant, 

t~ ~rotect 0. ~orti~nof its open watershed by means of fencing, it is' 

cl~.:.r that such measures are insufficient and ineffective·. The con-

ta-::ination referred to Cll'parcntly comes m~nly froe animals and stock 

D.'1d it 1'oo.y be assumed is not such .:I.S to be too greo.t a menace to pub­

lic h~alth, for otherwise the locsl county health authorities would 

have ordered disccntinuance o~ all domestic water service throughout 

the ant ire system. To date, this has not been done. Neverth,aless, 

there exists a ~ost serious menace to the community, which cannot be 

ignored by this Commission and must be corrected forthwith. Although 

th~ testimony indicates that a certain ty?e of chlorinating apparatus, 

wbich would eliminate the ?res~nt haz~rds threatening the public 

h~alth, would cost in the neighborhood of $2,SOO, yet in the light of 

the rresenteI:l~rgency and the financj,al status of this utility, a much 

simpler and less co stly tyl'~ of insto.llati on can rec.di ly be provided 

;;.nd should be made iDlI •• ediately availD.bl~ for t~cpor:l.ry use pend1ng the 

installation of a core r.;li.9.ble and permanent apparatus.. The following 

order will !'rovide that such installation be made wi thin 30 days from. 

th~ date of the order herein. 

Th;; records show thc.t the condition of the concrete pipe, 

lines through wh ich co m:->lcinants received domestic water service prior. 

to discontinuance is such that these concrete lines are subject to 

l~cal contaminati~n, in adcliti~n to that affecting the ,supply at its 

source.· In the light or this situation, it does not appear (ldvisable 

to. the Commission to order thi~ coopany to resume domestic service 
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through these concrete pipe lines except ~s a temporary me~sure only, 

pt:nding such time DoS arron gem ent S C:\n be m:l.de by said compl£l.1n3.nts 

with the water company for the inst~llationJ unde~ its regular ext~n­

sion rule, for the instD.llation of steel, iron or other suitable type 

of domestic water mains. 

The resuInp'cion of water service for domestic purposl3s to ' 

complo.inants through s'uch concrete pipe lines will '0-: permitted by 

the Commission only Diter the installation of the temporary chlorinat'­

ing equipment, ~nd provided that local health authorities permit the 

U5~ of such W:lter ror d.omestic purposes_') ,The testimony indicates thZlt . 
the installation of steel pipe lines capable of serving complainants 

would cost in the neighborhood of $12,000. It is boli~ved that 

eccnomies can be effected so that a much lesser cost can be arrived 

~t. Eventually, howev~r, in order to provide, such service as ordered 

by this CommiSSion, it will be necessary for defendant water company 

t" install D. lCirger capacity steel main underneath the State HighWay 

and the right-of-w~y of the Southern Pacific Railro~d, which installa­

tion unquestionably will be an expensive item of cost in the required 

improvement. ~:e trust that the consumers involved herein and the 

utility will cooperate tully in the financing 01" the required improve'­

m~nts under the rules, without which it is cleor that tha problem o~ 

Public hearings having been held in the ~bove-entitled 

proceedin;s, the matters h~vine been duly submitted
l 

the Commdssion 

'ooing ,tully .:ldvised in the premises and hAving found the facts to be· 

~s set forth in the opinion hereinabove, 

-9-



• • , . ;.\.-)0742 EL * 
C-5l78 

IT IS HERlBY FOUND AS A FACT tha.t the increases in rzrtes 

and charges authorized herein are justified; ther~fore, 

IT IS HEREBY ORDERED that applicant is authorized to,file 

in quadruplicate with this Commission after the effective d.:lte' of' this 

ord~r, in conformity with the Commission's General Order No. 96, a 

schedule of' irrigation rates shown in Exhibit A att~ched hereto and 

on not less than fi vc (5) d~ys' notice to the Commission and the public 

to make. SD.id rates effective for service rendered on a.nd after Nay 1, 
\ 

, 1950 .. 

1. 

2. 

J .. 

4. 

5. 

IT IS HEREBY FURTHER ORDERED as follows: 

Cabazon W'atar Compar..y, within ten (10) days from the effective 
date of this order, shall install effec.tive emergency chlor1nat­
ing equipment ~t a suitable location on its transmissi'on mains 
above any service connection to .:lny domestic wAta'r,user"or 
cease ~nd desist from renderir.g any further wat~r service fo,r 
domestic use~until further order of this 0ommission. 

Cabazon Wat~ Company, within sixty (60) days from the effective 
dClte of this ord~r, sh:lll install on its water system permanent 
chlorinating apparatus ~nd equ.~.pml;!nt which will be capablo of 
providing a safe and potabl~ supply of w~ter for domestic pur­
poses at all times, sm.d apparatus and equipment to be installed 
~nd in proper operation, subject to the approval of this 
Commission before the expiration of said date. 

Cabazon l::.l.t~r Compo,ny sh~ll notify this Commission, in writing, of 
tbe date of the completion of the installation ordered installed. 
in above paragraph 2 so th..lt proper insp~ction thereof' may be 
made by a reprcsent<ltive of this Commission. ' 

Cabazon Water Company, wi thin 24 hours after the time the 
emergency chlorinating equipment is, in.stalled and, in proper 
working condition as ordered in paragraph 1 abov~, shall . 
resume domestic water service to consumers heretofore receiv­
ing water from its irrigation lin~s and whose water service 
was discontinued, such servica to be provided for a period of 
ninety (90) days only, after the effecti ve date of this order. 

Each consumer who received water for domestic purpos.es from 
the concrete irrigation lines and who desires to continue to i 

receive water for domestic purposes after ninety (90) days from 
the effective date 0 f thi s order, shall make application .to the 
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company in writing ther~for, ~nd shall com,lcte arrangements 
for such serVice with said company under its regular rules 
and regUlations governing the extension of mains; said arrange­
ments sh'~l be completed by the consumer within thirty (30) 
days from the effective c.::l:te of this order. 

6. C~bazon Water Company, on or before ninety (90) days from the 
~ffective date of this order, shall arrange to provide domestic 
water ...service through st.:lndard domesti c water mains of metal 
or other standard material, under proper pressur~ and in 
adequa~e volume, to all domestie water consumers heretofore 
served through irrigation pipe lines who comply with the terms 
of this order; and, on and after said date, shall discontinue 
the service of all water for dom~stic use and purposes from the 
cement and/or concrete irrigation pipe lines. 

7. That, except as set forth in the order herein, all other matters 
in the abov.e-entitled complaint be and they are hereby . 
dismissed. 

The e£'£'i~c.ti vo d.lte of this order shall be twenty (20) dolYs 

ufter the date hereof. 

Dated at San Franci seo 1 Calii'orn:i.:l. 1 this /~ da.y 

<l 1950. 
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APPLICABIUTY: 

Schedule No.3 

IRRIGATION SERVICE 

Applicable to 811 irrigation servic e rendered. .from low-pre:isure 
irrigation pipe lines. 

TERRITORY: 

In anel in the Vicinity 01: the townsite or Cabazon" Riverside 
County- . 

~: 

For all irrigation water delivered per miner's inch 
per 24-hour run ................... ~ .•.. .. . . ... . . . .. $0.40 

The te:nn "miner's inch;" as used' herein" denotes one­
fiftieth or a second-toot. 

:EXHIBIT A 
Page 1 


