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Decision No. & ORKH

BEFORE TEE

it i e eand

In the NMetter of the Application of 7/
The kontersy County Water Works for Application No. 13212.
an increase in retes. -

Orrick, Pelmer & Dehleuist, by T.W. Dohlquist,
for Applicant.

Argyll Compbdell, City Attormey, and W.G. Eudson, Meyor,
of the City of Monterey, for the City of Monterey,
anéd Argyll Comnbell, for the Clty of Carmel,
Protestants.

H.G. Jorgensen, City attormey, for the Clty of Pecific
Grove, Protestant.

C.M. Browx, for the Monterey Sardine Canacries Assocla-
tion, Protestent.

Perry Xewberry, in propric persona, Protvesiont.
L.G. Metz, in propris personc, Protestant.

Edwerd Robling, in propris persona, Protestant.
LOUTTIT, COMMISSIONER:
0P

In this vprocoeding, The Monterey Counvly Water Viorks, 2
corporation, engaged in the dusiness of storing and distridbuting
ster to the imhebitants of the citles of Monterey, Pacific Gibve_
ond Carmel end ©o the wnincorporatory territory in the vieinity,
in Monterey County, aske the Railroad Commicsionu fTor authority to
increase its ratec.

The application alleges in effect that the company hos

scently scquired, at & cost of $%28,043., o sixty-five per cent
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interest in cortain water-producing and transmission pioPerties
horetofore owned by Del Monte Properties Company, & corporation:
tﬁat the fadr value of all its property devoted to public use es
of ey 31, 1926, wac at least $1,500,000.; that the revenues re-
ceived during the twelve-months' perlod ending Mey 21, 1926, ro~
sulted in a net return of 4.76% upon the said sum of $1,500,000.,
which return I1s alleged to be inedeguate and less ther the gmount
applicent is ertitled to recoive. It it further clleged thet ap-
plicant will be recuired o install additional facili;ies in or~
der that adequate service may be rendered to 1ts consumérs and
this expernditure will Lncercase the investment in physical prop=-
erty. The Comeission therefore ls requested to authorize ar in-
creased schedule of rates.

Public hecarings in this procceding were held at Monterey.

The rates at present in effect were established by this
Cormissior in its Decision No. 5997, daoteld Decembder 21, 1818,
(16 C.R.C. 283), and cre az follows:

MCNT=LY MINIMUW, PAYMENTS

1/2-1nch and 3/4=-inch SEIVLCES-mmmsmsmmcmecmemmm—mewsf], 10

l-inch servicegems~emmccoccccncccan ~== 1.50
li=inch sexvicetmmmenccmmcrcanennncce~— 2.2
2=inch 5ervicoSmmmemwermanmcncccnena. ~= 3.00

J=inch serviclte~rmmrmmnmncacancnnmeaw 4,00

VONTHLY METER RATES

First 300 cubic fee?, or lesg~=-~=a mememe =] 10
Next 700 cubic feet, per 100 cubic feQtm——m—=m———ea .30
Cver 1,000 cubic feet, per 100 cudic feotememw-- #25

PUBLIC TSE

Fire service, per month per hydrant---------—--------$3.00
FTor spriankling streots and roadc, per 100 cublie feet=. .25
ther use a2t meter ratec. .
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"‘\ O O
Deoision No. ¢ INKS

PEFORE THE RAILROAD COMMISSION OF

In the Matter of the Application OF
The Monterey County Water Worxs for
an increace in retes.

Orx»ick, Palmer & Dadblquist, by T.W. Dahlguis?,
for Applicant.

Arzyvll Compbell, City Attormey, and W.G. Hudson, Mayor,
of the City of lMonterey, for the City of Monterey,
and Areyll Cammpbell, for the City of Carmel,
Protestonts.

E.G. Jorgensen, City iAttormey, for the City of Pacific
Grove, Protestant.

C.)M. Brown, for the Monterey Sardine Canaries Associz-
tion, Protestont.

Perzy Newberry, in propric persona, Protestent.
4.,G. Metz, in propric personz, Protestont.

Fdward Robling, in propria persona, Frotestont.
LOUTTIT, COMMISSIONER:

PINLIOX

In this procceding, Trhe Mozterey County Waler Works, a
corporation, engaged in the business of =ztoring anéd distriduting
water to the inhebitants of the citles of Monterey, Pacific GEovem
and Carmel and to the unincorporaiory territory in the vicinity,
4n Monterey County, asks the Railroad Commission for authority to
increase its rates.

e applicatior alleges in effect that the company has

mecently acguired, at a cost of $¥28,043., & slxty-rive per. cent
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interost in cortain water-producing and trapsmission pfoperties
heretofore owned by Del Monte Properties Company, o corporation;
tﬁat the falr volue of 2ll its property devoted to pudblic use as
of May 31, 1926, was at least $1,500,000.; that the revenues re-
ceived during the twelve-months' perlod ending Moy 3L, 1926, ro-
sulted in a net return of 4.76% upon the said sum of $1,500,000.,
which return is alleged to be inedeguzte and less then the emount
applicant is entitled to receive. It is further alleged that ap~
plicant will de regquired to instell zdditional facili;ies in or-
der that adequase zervice mey be rendered to its consumers aznd
this expenditure will increase the investment in physicel prop=~
ervy. The Commission therefore is requested to\auﬁhoriie aﬁ-inr
creasel schedule of rates.

Public hearinge in this proceeding were held ét Monterey.

The rates et present in effect were esteblished by thic
Commissiorn in its Decizion No. 5997, dated December 21, 1918,
(16 C.R.C. 293), and axe asz follows:

MONT=LY MINIMUN, PAYMENTS

1/2-1nch 6nd 3/4-inch services~s=—mcmrummmo—mmmceme—eaf] 10
I~inch servicesm~mmmmamos—co= S e
li=inch serviceimmmmme—mrrcsmmencmnnnes 3,25
2=ineh ¢
J=inch Zervicelemmmmommrmcemmanssensmn 4,00

VONTELY METED RATES

Tirst 300 cubic feet, Or lesSSe——mm—m=--
Next 700 cubic feet, per 100 cubic fect-wm===-- ———
Cver 1,000 cublec Lfeet, per 100 cuble fect

PUBLIC USE

Tire service, per month per hydranteessm=-m=-===e==esf?,00
Tor sprinkling streots and rocds, per 100 cublic feet~. .25
Other use at meter rates. .




R PRESIDIO AT MONTEREY
(Rates ac per coatract with United States GCovermment)

Tor water delivered by gravity %0.17 per 1000 gallons
Tor water delivered into TOsErVOir~--=-- -~= .27 per 1000 gallons

Thiz company has appesrcd before this Commigsion in
other »rocecdings and reference is made to the following decisions
for & more detalileld deseription of the system, its Listory and

metkod of operation:

: : Nature
:Decision: ot
: Noo. Date Citation sProceceding:

1885 Qctober 8, Ratecs
3089 Januvary 25, Transfer
5997 December 21, Rates
14193 October &3, Stocks
16450 April 9, 4 Bonds

Tater is obtained from the Carmel River by diversion ot
San Clemente Dam, which elzo provides for storage of approximately
2,000 acre feet ol water. Transm;ssion nzeins, varying from thirty
to twelve inches in dismeter, convey the water Irom thé diversion

point to Forest Lake Reservoir, located on the highland nesr

Pacific Grovo. The distribution systenm consisté of 603,114 linecsld

feet of rains,. renging Zrom sixteen to one ineh In éizmeter. There
are cobout 6,087 sorvices, practically ell of whickh are meteied.

The water company owns & 65/100 interest in the weter
»ights on tae Carmel River, San Clemente Dam and the thirty and
cighteen-ineh portions of the transmission main, thé remainder of
these proveriies being owped by the Del Monte Properities Compeny,
which owas all of the stock of the weler company and elso owns
and operates an independent trensmission and distribution.systmn
sexving certain of its own properties, including the Del lionte

Hotel.
Bstimates of the historical cost of applicant's proy—

-
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erties and also the cost of weproduction new less accrued de~
preciation were submitted by engineers for the applicant and
the Coxmission. In the estimates based upon historical cost,

the lands were appraised at the present fair market value. 4

sumery of this evidence is set out Iin the following table:

: s Vater s Poysical s

: z
:0reanization: Rizhts : :  Property Total :

Original Cost:

Co.'s Engrs. 38,000 $92,500 $111,843 $1,511,469 $1,72%7,812
Conm.’s Engxs. 5,000 Sy 580 96,762% 1,471,342 1,567,684

Reproduction Cost:

. C0u?s. Egrs. 8,000 92,500 172,209 2,084,121 2,356,930
Couma's Engrs. 8,000 34,560 91,061 1,893,007 2,026,648

Reproduction Cost
. Aess Dopreciation:

Coe's Exngrs. 8,000 92,500 172,309 1,749,304 2,022,113

Comme's Exngrs. '
Inspection 8,000 54,580 91,061 1,354,586 1,528,227
5% Sinking Pund 8,000 34,580 91,061 1,583,681 1,717,322

*Includes 85,701. as portion of ¥61,458. interest and maintenance
charge allocated to lands.

The evidence also shows that the following items should
ve deducted from the above estimates of historical ¢ost and Tepro-
duetion cost foxr the purpose of arriving at & reasonsble rate base

for the purpose of this proceeding:

:0ricinal CostrRenroduction Cost:

Overbuilt Facilities . % 88,600. $ 82,600.
Carmel Dam 13,325, 25,739,
San Clemente Dam Charges

for 4.2 years 61,458, -
Viscellaneous pumping equipment 1,329, -

—————————

Totel Deductions $164,712. $114,3%9.




The overbuflt facilities include o complete Aistribu=~
tion system installed to serve the Peninsula Cowntry Club prop-
exty. This distridbution system was given outxight to the com-
pany but practically the only service performed by it at present
is the supplying of 2 golf and country club project and an ad~
Joining subdivided area owned and now being developed by the Del
Monte Properties Company. There is also included under this 1tem
cervain comsuxers' advances covering extensions to serve tracts
and projects only recently subdivided ard very sparsely inhadbited
or built~up. These overduilt facllities do not represent any .

pregsent actual cost to The company. It would bde wnfelr to reguire

the remeining consumers on the system to pay a return upon these

overbuilt facilities installed in terrilory as yet practically
urdeveloped and from which negligibdly small revenues are being
received.

The Carmel Diversion Dam was rendercd non~operative
through the installation of Sean Clemen;e Dax and the instella-
tion of & pipe line commecting the dem with the tramsmicssion
mein at Cermel Dam. In view of the fact that the exiztence of
this structure under present operating conditions adds nothing
+0 the velue oF the system and is no longer necessary in the
rendition of public utility service, the oot thereof should Ve
excluded from opexative capital.

Tr comnmection With the San Clemente Dam and Reservolir,
the compeny cleims, in addition wo the actual cost of its present
interest therein, the sum of $61,458., which it alleges 0 De
the reasonsble value of the use of szid dam and sitorage facilitiez,
together with the operating cosis +herewitn for a period of 4.2

yeers in the past, prior To acquisition of an actual inverest in
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said properties. However, such a charge does not represent any
value in existing fixed capital property and cannot be properly
included in the rate hase. Considering the reservoir lands at
present market value, the sum of $204,602. is heredy fousd to be
the feir velue of the compeny's interest it said Gam and reser-
voir lands for the purposes of this proceeding and is included
in the rave base hereinafter determincd.

The miccellaneous pumping equipment was shown %0 bde
son-operative and therefore will be excluded from operative prop~
>ty

The company makes & claim for $100,000. for going value.
This amount kes not been included in the rate base herein. The
only evidenco introduceld by applicant 1ln this regard showed merely
an arbitrary end unsupported assumption that the utility's water
»ighte and going value together were equivelent %o ten per cent
of the value of the physical properties, resulting im §100,000.
being allocated to going value. This is unquestionabl& insuf~-

ricient evidence to permit with any reasonable degree of certain-

ty %he establishment of eny amount for this intangidle element.
The figures above stated do not include any allowance
tor meterial and supplies or for working capitel, and the evidence
justified the conclusion that there should De properly inclﬁded
the sums of £26,909. and $12,000. for these items, respectively.
Consideration of the evidence, both orsl and documentary,
"presented in thils proceeding and due weight being given to all of
the verious appraisements of physical and intangible elements of
property value submitted herein, togelber with a study of the many
locel circumstences and conditions affecting sald values, leads 1o
the conmclusion thet the sum of $1,442,000. is a fair and reason~

eble rate base chargeable againét the present consumers of this
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water system.

Somewhat conflicting figures ¢f reveanuves and expenses
were presented, & study of which indicates that the financial
results of operation for the year 1926 may de falrly stated eos
follows:

Operating ROVORUG==m=e=mmmmm~ceceeee= $177,83%0.
Operating EXpensg--—=mo=~a=-= = e e o e g2,58l.
(Including $13,881. Tor
depreciciion computed on
5% sinking fund basis.)
Net Income

Returz on rate dase of §1,442,000.---

The evidenceo clearly shows that the cities and com-
nurities sexved are all in & prosperous and rlourishing condi~
tion and all indications point to a continuation of the past
residential end ipdustrial growth end progress.

That applicent is sharing in the prosperiiy of this
community it serves is shown by the following tabuletion of

growth in business for the past ten years:

= Year : Number ol Consumers : Operatine Revenues :

1916 3,722 % 76,069
1917 z,846 77,383
1918 3,926 79,751
1919 4,064 99,423
1920 4,218 113,635*
1921 4,435 109,753
1922 4,658 . 114,133
1923 4,881 130,404
1924 5,165 147,229
1925 5,529 155,864 - .
1926 6,067 177,830

*nates {incressed~-Decision No. 5997, dated
Docenber 21, 1918.

mw

Lfter full consideration of 211 the evidence subtmitted

<0 this metter relating to value, operating methods and Teguire-
ments, the ares supplied and the various types of service pro~

vided and the meny other elements involved im this proceeling, X

axw of the opinion that applicant Is now enjoying, under iis ng/
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sting schedule of rates, a falr and reasonable return upon the
fair value of its property, reasonadly necessary and useful in
fulfilling ifs public utility dutlies and obligations, and that

said rate of return should be materially increased in the im-
mediate future by reason of the normal growth of the territory
served. The apvlicetion kerein therefore should be denied.

The following Order 1s recommended:

The Monterey County Water Works, a corporation, having
applied to the Railroad Commission for authority to increase its
‘rates, pudlic hearings having deen held thereon, the matier hav-
ixg been submivted and the Commission being now Lfully advised in
the premises,

IT IS EERERY ORDERED that the above entitled proceed-
ing be and is heredby denied.

The effective date of this Order shall bve twenty (20)
days from and after the date hereol. o

The foregoing opinion and order are heredy approved
and ordered filed as the Opinion anmd Order of the Railroad Com-
mission of the State of Californis.

Dated at Sen Fremcisco, Californic, this__zﬁiﬁf:;_gay

o2, /QM,— - , 1928. f CMM
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