
Decision No. Ib ltD' 

In the lr!&tter of the Appl.1cat1on of) 
'mE' MO:N'l!ll!R!X COtmTY WATER WORKS ) 

to 1ea:a.f1 bonds. 1 
Appl1eatio.n Xo. l2385 

Bao18alupi ana. Elkus9 

by C'has. De Y. Ellats,. for applicant. 

Br TEE COMKISSIO:tl: 

In this applies. t1o:'}. The Monterey Co'tlItt;y We. ter Worka «8lca 

pem18sion to emeute a mortge.ge or deed of trust and to i,ssu. 

$700,.000.00 of first mortgage si~ percent thirty year bonds. secure4 

thereb'7~ for the purpo8& ot purchasing :from: Del Mont .. PrOperti ... 
, ' 

Com~ & s1xty-t1ft percent interest in certa1n atra.ctur&8 9 lands 

and reservoir Sites,. of reimbursing its treasury on acco'1m.t of 8t1rplue 

eam1ngs' invested in prOPElrt1eB end ot providing the c08t o~ finlmc1ng 

~tur .. additions and b&tterments. 

!!!he- 1!ont&1"e7 C'ounty Water Works is engaged 1n operating 

a water distributing sr8tem supplying consumera 1». and ab<n:r.t 

ltonterey,. Pacific Grove- and Carmel. 1'h& system waa first inata1.l.e4 

b:v Pao1:!ic Improvement C'omPaDJ primarily for use 1n connection nth 

the operation. ot the Del Monte Rotel and aa an ad~unct to a real 

In 1907,. however.. 1'he- Monterey 

C'ouuty Water Works. applicant herein,. was organized and recei Teet 

:trom: Paoif1e Improvement eo:nl?~ a diverting dam. on the Carmel R1 ve:r~ 

the source of SUllPly. and al:t p1p!8 linea and appa.rtenanc •• neo ..... 
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ssr,r for the purpose of conveying water from the river and distri-

bt'.t1ng it throughout the serVice area. together With certs.1n rights 

of way across the ranches and grounds of the Hotel Del Monte. In 

this deed of conveyance the improvement company reserved for itself 
suffiCient water for do~est1c and stock uses of the hotel and the 

grounds end. dxi'res in cOlmection therewith and fOr certain irri-
gation uses upon its ranches. 

~hereafter it was decided to divide the water system and in 
1916 an agreement wsa entered into betwe~ the water company and 

the improvement company.by the terms of w~ch the water compan7 

deeded to the imprOVement company the diverting dam and dsms1te 

and surrounding ~a~ds. together with oertain p1pa lines. it being 

agreed that the improvement comp~ could take up to 35 percent 

of the total ~ow of t~e river for its own uses and the water com-

ps.:oy up to 65 percent for public purposes. the total flow of the 

river. according to the record. being ovr.ned and controlled by the 
two companies. 

Tho effect of the agreement was to provide :for each compa:ay 
$ substantially independent system except that the water company 

was dependent upon the other to divert the water and carr,v it a 

short distanoe to its mains. which serVio& the improvemont comp~ 

undertook to do. In this connection it might be stated that the 

water compsny was orgaDi~ed and controlled through stock ow.nars~p 
bj the improvement compan7. 

The agreement was approved b~ the COmmission by DGoision 
No. 3059~ dated Jenuar~ 25. 1916~ in Application No. 1651 (Volume 9 

Op1nions and Orders of the Railroad Commiss1on of Cal1fornia.. paee. 91). 
~~ereafter, in 1919 p Del Monte Properties Company sucoeeded Pacific 

Improvement Comp~ as one of the parties under the agreement and 
as the oVl.ner'of all of applicant's outstanding stock. 
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In 1920'. in order to meet the increasing demands for 

water and to prevent Shortage-,. Del Monte- Propertiea Comp8.Xl1' com-

menced the- oonatruction of· a storage- clam,. knOWxt a8 the San 

Clemente Dam,. looated about 2,.000 fe-et above- the diversion clem. 

just below the junot1on o~ the San C~emente and carmel rivers. 

~e record herein shon that applioant haa been reoeiving water from 

this atorage tre-e- of charge sinee 1922 and that although it is 

entitled,. br the agreement of 1916,. t~ 6S percent of th~ flow o~ 

the r1 va;,:',. it has not paid arr.y portion of the cost of oonstruct1Ilg 

the dam. 

The structure is of the- constant angle type of ooncre-te 

aroh constra.ct1on,. with a crest length of about 300 fe-.t,. and haa: 

an 1mpou:nd1:ng o apa c1 tr of approxima te17 2,.000 acre- feet. if fille4 

to the crest. about 85 feet above the stream bed. The sp1ll 

gate. are- at an ele-vs.t1on of 75 feet above: stream be.d ~d at this 

point the reservoir impottQ.ds 1,.4Z5 aere- feet. It is reported 

that it was necesB8.l7 for the operation of this dam. to pta'Chaee 

1,.083.39 aere8 of land. 

Applicant now propose.s to purchase 8 65 percent 

interest in the San crlemente' Dam fo~ $297,.669.00,. this amo~t. it 

is. 8S.1d,. be1llg 65 percent of the cost to Del II ont. Pl'opertie8 

ComP8Xl7 o'!' the- dam and reservoir lands. In addition it propos •• 

to purch88&,. for $30'.3'14.00,. a. sixty-five percent 1nterest 1It 

another re8ervoi~: site- and in riparian land8,. mown as the Syndicate 

~ia 6i te and these lands include ab0":2.t 

l.122.016 acres,. the· eat1mate4 present value of which. according 

to. app11cant"s. engineers. is $27,.l3 an aare,. making So tota.l value-

'J!he $30.3'74. is apprOximately' 65 percent of 

the total e-at1ma.ted. value of these additional land. and reaervoir 



'If 

Sitea .. The purchase of a sixty-f1v& peroent interest ~ thea. 

properties at a cost of $,328,,04.3.00 w111.,. it is thought. 1.'oSt1re au 

adequate supply of water to applioant to take <l8.re of prasent anA 

ftttaze. consamers. 

In order to obtain the mone;ya necessary to aoC!u1r. a 

sixty-f1ve peroent tnter&st in the properties and to t~ce the 

coat of other addi t10ns and be-tterments .• applicant proposes: to 

e'X&eute a mortgage- and issue- and sell $'lOO .. OOO.OO~of f1rat mortgage 

six percent thirt~ ~es.r b,OMS. !!!he :Del Monte- ?ropert1ea 

Con:paxq 'has agreed. to aceept in exchange for 1 ts 1nterect 1n thft . 

properties rete:rred to herein sa.eh $JD.O'Q:l'lt Cabout· $34rs"OOO.OO} o~ 

bonds which at· 94 and accrued interest will. equal the sum of' 

$32S.~.OO. All. coupons that bave maturK before the> actual 
......,:.s..~ 

date: of deli very of ssid bonds s'lall be removed 8lld oanoelled. and 

8.n7 fract1C1.n8l. amount less than $1,.000.00 shall ~& adjusted between 

the parties b7 a cash settlement. ~e Del Mont .. Properties 

Comp~ :f'a.rther agreea to plU'Chase- at 94r and sooned interest 

$85,.000.00 of t'tOO,.OOo-.OO of bonds as soon 808 the 1SSUft and sale of 

said banda 18 authorized by the Commission" and :f'a.rther &are43'S to 

purchase at 94': and aecned interest the- remainder- at said 

$'7.'00.000.00 o~ bonds (about fiU7,,000.00) wi thin two years :trom :the-' 

elate- ~ the Commission's order a.uthorizing the iSh" and Be.J.e o~ 

sa.1d. bOMB. Appl.1cant 8sk8' perm18810n to use $80,,000.00 of the 

proceede to reimburse 1 ts treasury on ace oant of surpl.ue eal'rlings 

invested in properties and to use the balance, amo'Dll.t1ng to about 

$250,.000.00 fo pay for ad~ition8 and betterments to ita Wtiter 

878tem. 

In support of the requeat to USe $8Q"OOO.OO o'f bond 

proceeds to reimburse 1 t's treasUX7 to appUcant reports that during 



the last two yeara it has had surplus earnings of about $160.000.00 

which have b~en 1nveated 1n add1 tiona to the BY'atem. the co at o:t 

which bas not haret afore been permanently f1nanced. Uter ra1m-

buraement the company propoS&8 to use $65.000 .. 00 to pe.:y out8tan41Xlg 

indebtedness and $15,000.00 for workfng oapital. 
The adcU tiona and betterments applicant proposes to . " install dur1Jlg the next two years aggregate $340,000.00, and are 

described in EXhibit D-2. filed With the application aa follo .. :-

24-1neh ~8t iron pipe :from Cls.,- Pits Re-Bervoir 
to Pacific Grove Valve ROU8~, approximately 
ll,.OOO feet long,. also large: mains 1n other 
parta of system • • .. .. .. .. .. . • .. .. .. .. • .. • • .$l.2.9' ,000.00 

liew mains and other facilities in Oak Grove •• 

lite". ma.1ns and other faoil1 ties in lrontere,-,. 
XeyKonter«r and Paoific Grove ........ . 

lin' mains and other facilities in Pebble Beach 

• • 20,000.00 

• • 

&r'~ • • • • • • • • • • • • .. • • • • • • • • •• 20", 000. ()() 

lieW' mains and other facili tiea in carmel .• • • • • 

:Ea:mp:tng Plant at Paoific G):ove- Valve- Rouse. • •• 8.000.00 

Rew~eters and Servicea ............ . • • • • 19,,000.00 

Di8C:harge line for high pressure sys:tem • • • • • • 18,000.00 

~otal estimated o08t •••••••••••. ~O,OOO.OO 

!!!he company 18. askIng permi8810n to use about 

$250.000.00 of' bond proceeds to :finance- in part the .. ooata which 

are said to be necessar,y :!0X' the compatl.3' to operate ae:ti~actor1l7 
ita water ayatem and to render adequa.t. seX'V1Qe. SOme of the 

oonstruction work. as indicated. above, will extend OTer a periol o:! 

two zreaH. The- record shows that Del Monte Prope-rtiea Comp&n7 

will. purchS8& app~iO'ant" B bonds when and as applioant requires mone,. 

for oonstra.ction pa.:rpo8eta a.nd that the- purcha.ser has no right to 

demand the deliver.v of the bonda 'tUlle8. applicant has need for fUll4&. 



to pay for additions and betterments. 
no bOnda or note. outstanding. 

A.pplicant at prnent has 

Ita assets and liabilities as o~ September 30~ 1925~ are 
reported as folloW8:-

ASSE'TS 

l"1xed capital ............... t1.0l6,Hfr.S6 
Caah. .. .. • .. .. • • .. • .. .. .. .. • 10,,062. '19 
Spec1al deposita. .. • • .. .. • .. • 325.00' 
Accounts receivable .. .. • .. .. ... 9a,851.9S 
lfaterial8 and ea.pp11es. .. .. • .... 52.984.02 
Sinking ~8 • .. • .. .. • .. .. •• 235,,452.06 
Prep~ent8 • • • .. .. .. .. .. • .. .. 1.~.5f 
unamortized discount. .. • .. .. ". 3789 04l.36 
SU8penee. .. • .. .. .. .. • .. • .. • • 4,l66.10 
Conatruat1on work in progre-slS • • 50,973.39 

~otal Ass&ta •••••••••.•••••••••• ~,843,148.08 

LIABILIT'IES 

c:s.p1 tal stock • • .. • .. .. .. .. .. .. 
J.ecounts payable.. .. .. .. • • .. .. .. 
Co.n~er'8 deposita ........ .. 
.l..e e:::rual a. • • • • • • • • • • .. • 
Serv1c·4t billed in advsnce .. • • • 
Consamer-& advances for oonstrue-

t10ll • ~. • • • • • • • • • • • • 
Resene:a • • • • .. .. • • • • • • • 
Sa:rplua. • .. • • • • • • • • • • • 

$1.000,,000.00 
S8:~272.91 

1.228· .. 81 
16,~ .. 2;3 

605.67. 

12,750.00 
283,128.29 
490,316.1'1 

~ota1 Liab111t1.a ••••••••••••••• $1,843.148.08 

The mort~50 or ~ee4 of trust applioant nor ~fO~I.1 to 
e-xeoute w11.1. secure- the- po.:yment o:! an author1.ze4, 1eaue o~ 

$2,,500,.000.00 of boMa,. 1s:auabl& in aeries. the bonde herei.n A;ppl:1e4 

tor to be deSignated Series tt Att • A copy of the propo88d mortgage 
or deed o~ truat wa" ;t':11e4 nth tb.e- Comm:t8S:1on 1:rl this proceeding 

on J'anu8.l7 19~ 1926,. and 8S modified on A.p:r1l. 7. 1.926. 1& 1:0; 

aat18taetor,y form. 



O'RDE"R 

!he llontere,- eount:y Water Works haV1ng applied. to the 

~lroad COmmission for permission to execute a mortgage or deed o~ 

1:rttst a.nd to issue- bonds, a public hearing he. V1ng been held befOire 

!)aminer Fanhkauser and the Railroad aommie8ion being o~ th~ 

op1n1on that the application should be granted &8 here:1n provided 

and that the money. property or labor to be procured or paid for 

through the issue- of the bonda is reasonab'17 required by applioant . 
for the purposes speo1fie-d h:ere1n and that the expenditure8 for 

8'a.oh purpose8 are not 1n whole or in part reasonably chargeable- to 

operating expense or to inoome~ 

I~ IS BEREBY ORDERED the. t The- Montere:r C'O'tt'D.ty- Tra t~ 

W'orka be-, and it is hereb7" authori~ed to execute a mortgage- or 

deed of' trust substantially in the same :form: &8 thatf11ed in thia 

proceedillg and rfd'O'n"ed to in the- opinion which precedes this order 

and to 1aaua $'lOO,.OOO.OO of its. first mortgage six percent thirty' 

yn.r bond a and sell and deliver aa1d bonds pursuant to' the termao~ 

the agxeement dated. .I.pr:tl 2,. 1925, be-tw&en said The Monterey' CO'12llV 

Water Worka and De-l. Monte- Properties eomp~ and :t:ll.&d :tn this 

proceeding on: April "l ~ 1926. 

IT' IS :aE:l'CEB! F'O'RTBER OR:DEBED that $80.,.000.00 of the-

proceeda obtained from: the sale of' aa1d bonds shall be: used to 

reimburs& applioant' 8 treasury be-cause: of surplus e8X'Xl1nga expended 

tor addi tiona and be-tterments of' which t65~OOO.OO shall. after sa14 . 

re1mba.raement be used to pay indebtednes8 and' $15,.000.00 for worlt-
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1ng capital. 

I~ IS EEREBY FUR!mER ORDERED that approxtmatel:y 

$250,000.00 o~ the proceeds obta1ne~ from the sale of said bonds 

ehall b.,. used to pay in part the- eo at o:r acqUiring or conatructing 

the adctl tiona and be-ttermenta refe:trH. to on page 5 of the- op1ll1on 

Which precedes th1s order. 

IT IS EEREBY F'OR~ ORDERED tha. t the au thori tl" herem 

granted is sttbject to the following condi tions:-

1. ~e author1t7 heretn granted to execute 8 mortgage 

or deed of trust is for the purpose of this 

proceed1llg onl:v' and. is granted o%ll.y insotar 

8.8 this COmmission has jurisdiction under the-

terms of the ~blic Utilities ~ct and is not' 

intended as 8ll approvsl of suoh mortgage or 

deed. of trust as to such other legal require-

ments to whioh said mortgage or deed of trust 

ma7 be subject. 

2. Within thir~ da:V8 after eXe"Oution of the mortgage-

or deed of trust heretn authorized to be 

e'DOuted applicant shall file with the-

C'omm1s8ion two oertified oopies thereof. 

3. ~e price- at Which applicant aCqD.ires the 65 per-

cent tnteresta in the properties it propoaea 

to> purchase- :from Del Monte Properties 

Company shall not hereafter be ursed before 

this C'ommission or ~ court or public bo47 

hav1:cg 3uri8diet1on ae: a measure of Talae for 

the pa.rpo8ft ot f1xillg rat&8 or :for 8:ll.7 other 

pa.:rpoae. 
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4.. J.pplicant shall. ke-ep sa.oh record of the issue- and sal .. 

of' the bonds herein a:a.thorized and of the dis-

posi t:ton of the proceeds as: Will enable it to 

f11&p on or bdore th& 25th dar o-r eaoh month: a 
verified report as re-qu1red b,. the Rs.1lroact 

Comm1ss1on"s General order No. 24,. which order 

Utsofar- ss appl1ca.ble,. is mad .. a part otthis 

o~der. 

5. The s.utho'ritl" here1D. granted Shall become effect1ft 

when a.pplicant has paid the tee- pre8cribed .b7 

Section 5'7 o~ the- Pu.'hl1c Utili ties .!et, which· 

fee 18 trOO.OO. 

a-LL. DC!ED at San Franoisco,. C'aliforn1ap thi8 __ L_7/fC __ _ 

d8:3' of' AprU,. 1926. 

Commissioners. 


