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In this applicetion The Monterey County Water Works asks

BY THE COMMISSION:

permission to execute & mortgage or deed of trust and to issue
$700,000.00 of Pfirat mortgage six percent thirty\ year bonds, secured
thereby, for the purpose of purchasing from Del Monte Properties
Company a sixty-five percent interest in certain atmctueb, lands
and reservoir sites, of reimbursing 1t§ treasury on account of surplus
earnings invested in properties and of providing the cost of financing
fature additions and betterments.

The Monterey County Watexr Works is engaged in opérating
8 water distributing system supplying consumers in amd about
Yonterey, acific Grove and Carmel. The system was first installed
by Pacific Improvement Company primarily for use in connection with
the oPemtidn of the Del Monte Hotel and &8 an adjunct to & real
estate develorment in the vicinity. In 1907, however, The Monterey
Comty Weter Works, applicant herein, was orgenized and received
from Prcific Improvement Company & diverting dam on the Carmel River,
the source of supply, and all pipe lines and appartenanccq neces-




8ary for the purpose of conveylng water from the river and distri~-
bueting it throughont the service area, together with certsim rights
0% way scross the ranches end grounds of the Hotel Del Monte. In
this deed of conveyamee the improvement company reserved for itsels
sufficient water Zor domestic snd stock uses of the hotel and the
grounds end drives in comnection therewlth snmd for certain irri~
gation usaé upon its ranches. |

Thereafter it wes decided to divide the water system and iﬁ
1916 an agreement was entered inte between the water compeny end
the improvement company, by the terms of which the water company
deeded to the improvement company the diverting dam snd damsite
ead surrownding iands, together with certain pipe lines, it being
agreed that the improvement company could teke up to 35'percent
of The total Llow of the river for its oWn uses and the water com~
Pany uwp to 65 percent for pudlic burposes, the total flow of the
river, according to the record, being owned and controlled by the

two companies.

The effect of the agreement was to provide fbr each company

s substantially irndependent System except that the water compeny
was dependent upon the other to divert the water and carry it a
short distance to its mains, which service the improvement company
wndertook to de. In this comnection it wmight be stated that the
waler compeny wes organized and controlled through stock ownership
b7 the improvement CONMPENY o

The agroement was approved by the Commission by'Decision
No. 3059, dated Jemuery 25, 1916, in dpplication No. 1657 (Volume 9
Cpinions and Orders of the Railroad Commission of Celifornia, page 91).
Taereaftor, in 1919, Del Monte 2Properties Company succeeded ?acific
Improvement Company &s ome of the parties mnder the agreement and

&8s the owner:'of all of applicant’s outstanding stock.




In 1920, in order to meet the increassing demamds for
water and to prevent shortage, Del Monte Properties Company com-
menced the construction of a storage dam, known as the San
Clemente Dam, Iocated sbout 2,000 feet above the diversion. Gam,

Just below the Junctionr of the San Clemente and Carmel rivers,

The record herein shows that applicant has been receiving water from
this atorage free of charge since 1922 and that although it is
entitled, by the agreement of 1916, to 65 percent of the Tlow of

the river, it has not paid any portion of the cost of constructing
the dame

The structure is of the constant angle type of comerete

arch construction, with & crest length of sbout 300 feet, and hasm
an impounding capacity of approximately 2,000 acre feet, if filled
to the crest, about 85 feet above the stream bed. The spill
gates are at an elevation of 75 :feet above stresm bed gnd at this
point the resexrvoir impounds 1,425 acre feet. It is reported
that it wmas necessary for the cperation of this dam to purchase
1,083.39 acres of land.

Applicant now proposes to purchase a 6I5 percent
interest in the San Clemente Dam for $297,669.00, this amount, it
iz 82id, being 65 percent of the cost to Del M onte Properties
Company of the dam and reservoir lands. In addition it proposes
to purchese, for $30,374.00, & sixty-five percent interest im
snother reservoin site and in riparian lends, Mmown &8 the Syndicate
Canp Reservoir Site. This site snd these lands include about
1,722,016 acres, the estimated present value of which, according
to applicant’s engineers, is $27,13 an acre, making a total value
of sbout $46,721. The $30,374. is epproximately 65 percent of
the totel estimasted value of these additionsl lands apd regervoir




sites. The purchase of & sixty-five percent interest in these

properties at a cost of $328,043.00 will, it is thought, insure an
sdeguate supply of water to applicant to take cere of present apd

future consumers,

In ordexr to obtain the moneys necessary to accuire &
sixty-five percent interest in the properties and to Linsnce the
cost of other adlitions and betterments, applicant proposes to
execute a mortgege and issue and sell $700,000.00:0f first mortgage
8ix percent thirty year boxds. The Del Monte Properties
Coxrpany bas sgreed to accept Iin exchange for ita interest in the .
properties referred to herein such amouwnt (about $348,000.00) of
bords which at 94 and scerued interest will equal the sux o:z‘

$328,043.00. £11 coupons that h:éve matured before the actual

date of delivery of said bonds s% be removed ard cancelled, and
any fractionsl amount less than $1,000.00 shsll be adjusted between
the parties by & cash settlement. The Del Monte Properties -
Company furthexr agreea to purchase &t 94 and sccrued interest
$85,000.00 of $700,000.0C of bonds as soonr as the issume and Bale of
gzid bends is asuthorized by the Commission, snd further aéreca to
purchase at 94 and sccrued Interest the remainder of said
$700,000.00 of bonds (about §267,000.00} within two yesrs from the-
date of the Commission®s order authorizing the issue and sale of
said bonds. Applicant asks permission to use $80,000.00 of the
proceeds to reimburge its treasury on sccount of surplue earnings
invested in properties and to use the balance, amounting to adout
$250,000.00 fo pey for additions and betterments to ite wuter
system.

In support of the request to use $80,000.00 of bond
yroceeds to reimburse 1:1:'3 treasury, applicant reports that during




the 128t two years it has had surplus earnings of about $160,000.00
whick have been invested in additions to the system, the cost of
whick has not heretofore been permanentldy finsnced. After reim=
bursement the compeny proposes to use $65,000.00 to pay outstanding
indebtedness and $15,000.00 for working ocapital.

The additions snd betterments applicant proposes to
install during the next two yesrs aggregate $540,'000.00,' a.nd' are
degcridbed in Exhibit D=2, filed with the application as follows:-

24-inch cast iron pipe from Clay Pits Reservoir

to Pacific Grove Valve Eouse, aspproximately

11,000 feet lorng, also large mains in other

varts of syatem . . . . . . . .. . e . . . - . -5129,000.00

Now mains and other facilities in Oak Grove . . . . 20,000.00

New mains and other facilities in Monterey,
New Monteray and Pacific Grove . « . . . « + « « . 106,000.00

Hew mains and other facilities in Pebble Beach ‘
&rﬂa......-.......--....... 20’000000

Hew mains and other facilitles in Carmel . . . . . 20,000.00
Pumping Plant at Pacific Grove Valve House . . . . 8,000.00
New Meters and Services . . . . . . . . . . . . . . 19,000.00
Discharge line for high pressure system . . . . . . _18,000.00
Total estimated oost............$340,000.00

The company is asking permission to use about
$250,000.00 of bord proceeds to finance in part these costs whick
are said to be necessary for the company to operate satisfactorily
its water sysitem and to render adequate Bervice. Some of the
construction work, as indicated sbove, will extend ovex a period of
two years. The record shows that Del Monte Properties Company |
will purchase applicant®s bonds when and as applicant requiree money
for comstruetion purposes and that the purchaser has no right to
demand the delivery of the bonds wnless spplicant has need for funds




to pay for additions and betterments. Applicant at pressnt has
no bouds or notes outstanding.

Ite zssete and liabilities as of September 30, 1925, are
reported as follows:-

Fixed capital . . .

c& - L] » - . - - -
Special deposits. .
Accounts receivable
¥aterials and supplies.
Sinking fonds . . . . .
Prepayments . . . . . .
Monanmortized discomnt. .
Suspente. . .
Construction work in progresa . .

L] 0 2 2 9 s 0

08

LIABIILITIES

Capital stock . . . . v .. $2,000,000.00
Acocounts payable. . . o e 38,278,91
Consumexr*s deposits .« .o 1,228.81

Acoruals. . . . . . .« 16,846.23
Service dbilled in advance . 606,67
Consumer*s advances for construc-

tiom ... . . . 12,750.00
Reserves . . . . . £283,128.29
Sorplus. . . . . . 490,316.17

Total Liabilitied....cvvuveee...$1,84%,148.08

The moxtgage or dsed 0f trust applioant mow proponet to

execute will secure the payment of an authorized issue of

@,500,00(}.00 of 'bcml_a, issuable in meries, the bonds herein applied
for to be designated Series ™A™, & copy of the proposéd morteage
or deed of trust wes filed with the Commission in this proceeding

on Janvary 12, 1926, and a8 modified on April 7, 1926, is in
satisfactory form.




The Monterey County Water Works having applied to the
Rallroad Commission for permission to execute a mortgege ‘or deed of
trust apd to issue bonds, & public hearing having been held defore
Examiner Fanhkauser and the Rallroad Commission being of the
opinion that the application should be granted as herein provided
and that the money, proporty or labor to be procured or paid for
through the isasune of the bords is reasonably required by applicant
for the purposes specified herein and that the expenditures for
such purposes are not in whole or in part reasonably chargeadle to

operating expense or to lncome,

IT IS HEREBY CRDERED that The Monterey County Water
Works be, and it is hereby, suthorized to exscute a mortgage or
deed of trust substantially in the same form as that filed in this
prbceeding and referred t¢o in the opinion whioh precedes this order
and to issue $700,000.00 of its Pirst mortgage six percent thirty
Fear bonds and sell and deliver séid bonde pursuant t¢ the terms of
the agreement dated fpril 2, 1926, between said The Monterey County
Water Works and Del Monte Properties Company and f£iled in this
Proceeding on April 7, 1926.

IT IS HEREBY FURTEER ORDERED that $80,000.00 of the
proceeds obtained from the sale of said bomnds shall be used to
. Teimburse applicant's treasury because of surplus earnings expended
for additiona end betterments of which $65,000.00 shsll efter said .

reimbursement be unsed to pay indebtedness and $15,000.00 for worke




ing capital,

IT IS HEREBY FURTEER ORDERED that approximately
$250,000,00 of the proceeds obtained from the sale of 8aid bonds
8hall be used to pay in part the cost of scquiring or constructing
the additions and betterments referred to on page 5 of the opinion
vhich precedes this order.

IT IS HEREBY FURTEER ORDERED that the suthority herein

granted is subject to the following conditions:-

l. The authority herein granted to execute & mortgage
or deed of trust is for the purpose of this
proceeding only and is gia.nted only insofax
as this Commission has jurisdiction under the
terms of the Public Utilitles Lot apnd is mnot .
intended as an approval of such mortgage or
deed of trust as to such other legal require-
monts to which said mortgage or deed of trust
may be sublect.

2. Within thirty days after execution of the mortgage
or deed of trust herein suthorized to be
executed applicant shall file with the
Commission two certified copiles thereof.

3. The price at which applicant scquires the 65 per-
cent interests in the properties it proposes
to purchase from Del Monte Properties
Company shall not hereafter be urged before
this Commiseion or any couxrt or public dody
baving Jurisdiction as a measure of wvalue for
the purpose of fixing ratee or for any othexr

yorpose,




4. Applicant shell keep such record of the issue and sale

of the bonds herein suthorized and of the dis-
position of the proceeds az will enable it po,
file, on or before the 25th day of each month: &
verified report as required by the Railroad
Commisgion’s Genersl Order No. 24, wﬁich ordexr
insofaxr as spplicaedle, is made & part of this
order, ~

S« The authority herein granted shall become effesctive
when applicant has paid the fee prescribed by
Section 57 of the Public Utilities fct, which:
fee is 3700.00.

DATED &t Sen Franeisco, Celifornis, this 7 7%
day of April, 1926.

Commisajioners.




