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Decision No. [

BEFORE THE RAILROAD COMAMISSION
OF THE STATE OF CALIFORNIA

CITY OF EONTEREY,
Complainant,

T . ) Case Xo, 500.

TER MOXTBREY COUNTY WAIER WORKS,
Defendant.,

In the ¥atter of the Application of

the XONTERTY COUNTY WATER WORKS for Application No, 950,
permlqszon to increase rates for water e :
gervice,

Fred A, Treat and Axthur R, Kellej for Cmty of lonterey.
Richard Bayne, J. P. Langhorn and J. P, O‘Brien Tor

The Monterey County Water Works. .- .
H. G. Jorseneen for City of Pacific Grove.

SISELEIAN, Commissicner,
OPIXICYXN

The City of lonterey filed its compﬂainc againét the”ratés’f
of tre Tonterey County Water VWorks, attacking the rates as unaust
and unreasonable ané asking that reasonable rates be gstablished;
Subsequently the lfonterey County Water Works, hereinafter_desigﬁéted'
25 the Water Company, filed its application asking to have its raﬁes”
incressed, By agreenent the two proceedings were carrled on together

ané likewise by stipulation all of the rates of this Water Company

toth in the City of Monterey, City of Pacific Grove and elsewhere, .

were considered in issue in this case,

By reason of the great amonnt of work now before the
water department of tkhis Commission it has been impossible up
to this time for that department to furnish an analysis of thé
techpical testimony presented in this case, Such analysis‘is'noﬁ

completed and the cace is ready for decision.
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Andorporated Hn 1879 “ang-“the wadn - pr poesce"‘ oc'f fhe incorporatioﬁ 1:1

its operaticn dn this vicinity was' t'o“'a' eal /'in
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quent. :t:-o 1879-,° the~ Hotel et Dol Iuonte axrd 8 "N'restauran't and"

w»‘,h, al=To N

on the site: o2 the" S1ty o Pacific Grove.’ e 'Hotel Del Monte,
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when first. congtructed;’ - wag® supﬁi.ie%“wtrth water :t‘rom welle on'the
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premises,’ which prov*ed*inadequafe anc‘i the Improvement Gompany pro- _‘
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ceeded to-the-construstion® during 1883 and 1884 of the dam on the‘
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Carmel-River,-the-Pacffic" Grove~reservolr énd a single pipe line
Nee .. o YA

lesding to thecHoteI Del Montes Th“IB line nassecf“éhrough Paci:fic
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Grove.. From:thatitime water was fu:mi“shed t‘o‘“some consnmera 1n

- Pgelfic Grove and to the Hotel Del Monte. .marlie.-r‘ in i tS hiatory

the Improvement Company purchased the Log I.aureles R*anch
the delivery of water to which is .0one 0f the issues in thie
..z.. ‘
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Subsequent to 1385, the system of the Water-COmpany has
grown gradually as the population in Pacific Grove ana ﬁohterey
increased, The principal exopnse for construction has been ihcurred
in the bulilding of the Clzy Pits Reservoir in 189 - the constructlon
of an additional pipe line from the Clay Pits-Réservozr-to the
Pacific Grove Reservoir in 1892, énd the constructioﬁ of‘a mgin
parallel to tae originél Carmel pipe line from a poinf-near the‘f
Los Laureles Ranch to the Clay Pits Reservoir. This main ﬁég_con;;
structed in 1906 and 1907, The Carmel distritb_'utijon' syseem S.ézas |
purchased in ‘1913. | .

In addition to the free use of Water to the Los Laureles
Ranch, there are sewveral other consumers along ﬁhe righx~6f ﬁéy'of
tae vipe line who likxewise are glven free water or waxer at reduced
rates, Also, a contract nas been entered inbto wqerebv the Eotel h
Del ionte and grounds receive water under a flat rate of“$lQ,OOO;
per year, wnich is very much less than the prevaiiingvra£é cEéfééd

0 the otaer consumers from this systen,

It is the contention of the City that the Water Company

Was«brought into being as a side-issueland was used £0r*theypu#ﬁosg"'
of selling the property of the Improvezent Compény in P&éifié:ér6§é f
and elsewhere in this vicinity, and that thevaprdvement Conpany;"
the owaer unrouﬁh stock of the Water Company, has actualxy recelved

a return for its expendiiure by an enhanced value of real estate.

The abuses incident to the operation of ‘land and water compé.nies‘
‘ooge‘chef have been often pointed owt In other cases, - The ‘t.‘e'ndenc‘y‘:,'
of course, always is to value tue properties owned by the part-_i:és't.‘“"
who own the water works, and in the present case admittédly a
lecrxmlnat*on nas been worked in favor of the Jotel Del Monte, and*
it is my opinion taat a dlscrlmlnatlon is worked in favor of! the
Los Laureles Ranch,

Tnere was considerable contention in regard to the émoﬁhtsf

of water consumed by the Los Lauréles'Ranch‘and thewother'users q§}~-'




water who make no psyments; likewise, whether the ambunt-of’watér,
consumed under these free uses in arriving st the proPer'inbomexbf
this Company should be considered as though paid for st the pre~
veiling rates and then this smount deducted from the revénns'éotual-
1y aliowed from the remaining consumers, or whe ther fhis amount of
water should be considered as & payment for the rights of way and
the water rights that have been obtained and be bbnsidered a3;repe
resenting a pert of the cost of the'systems In conimentiing”ﬁpbﬁ "a”.
similer situvation sffecting the Cuyamaca Water Comnany (2 C.R.C. 464)
it was pointed omnt that the necessity of that company to deliver
vater free to the Indian Reservation in return for a right of way
was in effect e servitude upon the property and made.xt by‘BOvmuoh
the lees valugble. It is my belief that When free use of any com—
modity is furnished in return for property used by a publio utility,
which free use is a continuous use, the ultimate end final,valna‘of
which cennot be determined any more then the t_o_tal‘c_ost of the ‘1'>'1'."o..p-‘
erty acquired cam be determined, & velue should be plaéed upon thé' 
property or privilege acquired by the utility indepenﬁedt of apd
not affected by the srrangement for such comtinmuing ﬁsefin_péyﬁeﬁt
for such property or such privilege. When such valne is‘oﬁtained,
if the properties or the privileges involved are neédful anGJhec-
escery to the overstion of the uxillty they should be considered as
a pert of the total determining the entire valume of the utility, |
ther trhe amount of the commodity delivered or the service-rendered
anguelly uwnder such arrangement should be computed and consideréd‘f
as besring the ssme rate as other services of like neture in deter-
mining the total amount the utility shall be permitted-fo €8TNe
Further in this opinion will be shown an anslysis of ﬁhe
amounts actually paid for the properties here unae:.diacussidﬁ énd

an endeavor will be made to supply proper valustions to'be placed

on the property secured in return for free water or weter:furniaheﬁk

at & reduced rsate.




Valuztions of the nroperty of the Water-compaﬂy\wéie
prepared by Hunter and Hudson for the water COmpany, by Go Chester
Brown for the City'ox Monterey, and by the Hydraulic Department of
this Commissidn. Just as in enother ocase affecting~valuations of
utility propexrty in the City of Monterey, much tOrmy regret, it o
became necessary for me to comment upon the~inf1§ted valuations
urged not by‘the ergineer making the report but by the finéndiai"
engineers figuring the overhead, in this case I’féelfit proper |

that I likewise comment mpon the sttitude of the engineer and to

compliment lir. Bunter, engineer for the Water Company, fbr'his
very fair and ressoneble valustion. I was impressed that while
this engineer desired to secuwre for his company all that 1& oould
legitinstely claim, vet this desire dild not lead him to un-
regsoneble loadings and exsggersatiouns. |
The following tadle shows tbe valnations fonnd by-the
three engineers of the physicel nrOperty° o
HYDRAULIC - L
DEPT. RoRe CONle . Water Works = - CITY -
Streight &% ~B% Simk-. straiéﬂt
Depreciation by Line Selle 1gg Fund o Line
Reproduction-cost, $1202691 $1302691 $1408875~ §1155765

Tresert Value 1040710 1196546 1219888: - 888?54
Arnuel Deyprecietion 19024 AL .10756: ‘.‘ 21091

The rights of way are almost insepara"]vly combined :'.n |
the report of the engineer for the ate* Company. This is pre-‘j~ ‘”
 sented by Mr. Eunter st $114,727, (Defendant s »xhibit 1, xable 39}
and stated to be the actusl cost of diversion righxs riparian _
rights on Csarmel River snd rights of way for pine lines. This in—j
cludes the $75,000 transferred on the books from thﬁgggmrovegent

Compeny for rights derived through the nurohase of the/ aure1e$; ~

~Ranch, glready discussed.




The prower cost to be assigned the riparisn right33 :
diversion rights and rights of way isla‘complicatéd:matter.
First, there is the arbitrary charge of w75 000 covering a iarge
pert of these properties, s psrt of which was the proPerty of the
Improvement Company &irect and a pert that hed been obtalne&‘by_-
the Improvement Compsny from individuels and devoted to publiév
use; second, the partial payments for these rights under'coverf
of free water contrects; and, third, thet s large part of‘thé |
right of wsy of the 22-inch main was already provide&'thrbugh
the Cermel main. ?able 39 in De*endant‘s uxhibit 1, lists a purchaae
of right of vay for the 22-inch pipe line at the prioe of @358.10.
This purchease is not complicated by any free water oontract. It
ig shown on the map to be sbout intermediste between the Carmel
dzm and the town served by this Compeny, and is shcwn to be 1n nart
cultiveted property. It ceems Tair to sssume the unit price |

estadlished by this purchase &s g falr nrice t0 be charged against _3W‘"

g1l the rights of way on this line and the Carmel pipe llne.. The  wH.

total of all lengths of mein is a8 follows:' |
22 inCh m&in l..“..l.....t..'. 56 775 fee‘t o

Carmel main .‘............... 102 5‘99

" By—pass 12 inch and 16 inch
‘ ‘ meins 14 963

| . ;otal-.l&& 357 |
This at the unit price of 11 2/10 cents per foot, established hy:*f
the purchese sssumed to be average, amounts to $20 640.‘ !he o
width of right of way established by this purchase is only'lo feet
while the Improvement Comn&ny s ownership ordinarily secuxed 30
40 and 50 foot rights of wsy. It is shown that generally syeaking
pot more than ter feet are necessary for thzs pipe lina,-especiallyﬂ
through lands thet heve sgricultursl use, and évnn'tﬂis wi&fhu‘”
is not disturbed for many yesrs during the nseful life of‘the

pipe.




The excessive cost of the right of way for the 22-inch
main through'Carmel listed at $12, 000, is-dieailowed”beeaﬁse fﬁe )
amount allowed as tne vaeue of the Caxmel Water eystem is greater
tnan the payment for rzgnt of way and for tne ymy51cal property

comblned

The actual aﬁounts paid for‘water-rigﬁfé{afené.thé‘Caﬁméi*e*;ﬂf”'

River, in a nuwmber of instances, have been determ;ned Appljiné,v
A

the unii cost per river front foot, as determlned by actual pur—

chages, to the entire river fronua e controlled or. clazmed to be

controlled by this uompany of 168, 252 feet we get an: estlmated

total cost of £$53,200.
The amount of $85,000 is presented by the enginner for

the Watexr Compa.ny as the coe't: of developl% the bus:.nese. I\To clalm .
is made for going concern value or any other of the 1nteng1ble

values usually urged by engineers representing utilitiee;~ Thie-\‘

Gevelopment cost is-based upon such. ‘book records as are in existence,\V' a

as shown graphically on Plat 1, page 47 of Defendant‘e Ewnlblt l

In this it 13 shown that the sum of all surplaeage amounte to
$45,000, and tne sum of all de;lCItS-tQ $304, 500, leavxng_a net;
deficit of $259,500. It is admitted by the company;tﬁé.e thé; Del ‘,
Honte properties do not pay to the Water Company a proper rate,‘

and that there is some free use of water where payment ought properly
have deen rendered The engineer, taere;ore, places a dharge that o
he considers nmight properly have been borne tnroughout the<perzod -
by the Del Monte Hotel at @42,000‘per year, oT $32 000~more:than-
was actually charged in recent years, and by applymng this rate e

_ decreases tne deficit to $£83, OOO and suggests a further decreaae

to 73,000 provided the straight line mtthod of- depreciatlon be
applied. He, however, does not admit the conteﬁulonlof engmneer
Brown for the bity and Hewley for the Commission that a part Should
have been vorne byiuhe Los Laureles Ranch and other ueers under the

free water contracte, and that thls should be compuxed and deducted

from tne otherwise deficit,




As is shown by "Table A" in the brief of :‘che.Watér "
Conpany =nd glven below, there is substantlal agreement upon tne
cost estimate of the dzstrlbutzon svstem as a whole, between '
the three estimates of englngers nresented By comparlson wzth ]
o¢1g1nal ook cost of properiy in the un1ncorpora$ed terrltory,
tae es*imates are nxgh due p*lncipally to uhe fact that the
Cazmel svstem wa.s purdhased at a pr;ce de01dedly below the eatio
mate for thls pronerty. N -

Table ®B* in the Water Comnany 8 §iief shows the przn-;. 
cipal items in waica there is a dlfference of oplnlon. In tne _—
Carmel dam the difference is in the use by Hunter of an abstract-
sngrogatlon of incomplete reports and accoants, by Brown of
strict reproduction cost at one time of constructlon, and. by
Qawley'of an est$mate of cost by alleged reasonable methode '1_"
out constructed plecemeal. | o

| The body of the dam was built in or about 1884 but

not carried to a. proper deptn and did not 1ntercept all the
flow, tnere;ore a curtaln wall was sunk vo bedrock at tne up-

gtrean face of the dam in 1913, This reguired anuexcavatiqnz’

deeper than in the initial dbuilding, due to the raising of -

the‘strezm bed by tre dam itself,

The 22—1nch main was assumed at . the cost a8 shown
by Eunter's aer;vaulon from books -of that company I have no-
doudbt upon investigation that the recoxrds are reasoqably accurate
or that the company made other than the best ef;ort'to.prosecute:f
their plans economically. qu overaead not then carrled to |

this account was added by Hunter at 107 and by-Hawley at 6&’

The items are only




for ove*head value to this work, or service rendered it, by the San
Francisco office of the Improvement Company, and interest during cor-
struction. All other overhead is included in the book coets.‘
| A yeer and a half, the time used by the Commission's

engineera, seems an adequate length of time for‘the completieh*of?
the works as the average time the money was- invested befcre com—-"
pletion, 2nd 2ﬂ of the cost or &+423 seems adequate to cover all ir—-
direct eervice of the San Frarcisco office.. It 13 a fact. on con-'
struction work generzlly that it ia carried on after acceptance of
plans entlrely wnder the direction of the engineer and all charges
placed directly. This is true of purchasea, bookkeeping and '
pfep“retion of vouchers. The accounta show that there waa |
a very consieerable part of otherwise overhead carried in the unit o
costa. _ . _ | .‘e

Iters 3¢ o 45; Table 4,‘Exhibitg#1'of‘Utility-apﬁear‘fe.be&
overhzad accounts and these total-%l},#O? 71i. Above the book,coets |
Bawley added $14,13%; in =2ll for all ove rhead $27 542. In this manner‘
the unloaded cost is $20%, 041 and overhead 13 Sm‘. While this may
eeem low, anything in the form of continge cies is already 1ncluded
cther ther the known delay, and any contract, profit or parallel
expenge for eupervieion, tool and camp cost is aleo inc*uded in the
separate iteme. | |

Hunter on page 1l of his brief aia not use items 39—42
as overhesad. Overhead comparison, ueing theee‘lteme.ie then,‘ .

Funter, o

Sromn’ 336 f{%,gi

| (# Assuming‘saﬁe value) |

The Ce:mel main was constrncted eccordiﬁg’to,ineombletee

records in about the same length of time, 1f Yea53-33'assumed heie{ﬁ“

very o L
and cost fearly one and one-half times the amount of the 22-inch

main. The work was in 1284 whencheater'difficultiea‘might}reaaon;.

ably have been nmet.




In refeiring t0 the Carmel main, the bxief cf'the utility
admits that the Hewley valuation of this item‘*repreéenta‘&‘re&soné‘
able cost of this ripe line." The estimate by Brown.is much lower
butizs nct ccrrect in thav ¢ teavier pipe 1ine was. constructed
actually and this fact was adzitted by Brown, also Hunter;andfﬁawicy
each included road conatructior necessary in ccnstructiigvtbéfiinewi
weich was oritted vy Brown. R

In the veluation of the Clay Pits reserveir the correctionm
referred to in the Utilify Brief on page 13, changing the.Hcﬁley~_ 
report on tais item from $169,535 to $176,999 I beliévé-ia propex;-
this being correction of a cleric 1 erxor. This, as ncted, checks
closely with the so-called book coat, and I cannot ses that this
vook cost does not contain overhead charzges. _

The unit cost of earth in embankment is placed by Eunter
at 60¢, by Brown at 25¢ end 20¢ anci by Hawley at 50¢. ‘.,'B.rown assumed
the use of gstear shovel for pert and scraper fcr‘part cf«théfwcfk;

Without going into an anaiyaia of the teetimoni'ofcthe.
various engineers upor this peint, it should be noted that there are
nuzerous irstances of similar structures built at ve'y nearly the
estirate presented by the Commlcslon 3 engineers- The brief of;.
the defendant calls perticular attention to the statement'cfixr;
Hunter thet the road work of the Improvement Company coét~&bcﬁf o
684. This I do not thinx = prorer conrarison; as'the”condiiicha-

under whick a construction outfit would work iﬂ conatructing.the ,
roads would be in no way comparable to the BYSuem to be followed

in constructing this dem, Eere there is but a 91ngle camp and a.

definite method fcr the handlingz of matnrials and the opportunity to

obtain the materials best Iitted for the purpcse under probably
toe moat satisfactory conditions. The site of the reservoir ie on
a saddle but algo is essentiaiJX depression where probably ‘the
material excavated from the reservoir basin, did not hecessaxiij“
extend into hard materials. The borrow pits once opened would
excavate much more easily than the &verage of matpriala-along the

~1l-




roads where there would be a continmous opening ofifreeh-borrqw_
pite snd the diffieculty of encountering‘roots‘and,bduldqrs._VOn‘:

this verticuler point there is no exacf me thod bffdeterminingt,

the reasonsble cost, and it resolves'itse1f 1érge1y_to jﬁdgﬁéﬁfi,_

'H ‘me Ver1oWs Witngsses.

Very nearly the same difference of o;pin..on‘ existé :Ln 't:ho
estimates of cost mpon the Pseific Grove reservoir. The actual
¢cost showm by Hunter is not a psrticulerly safe guide, there
having beex e comnlication iptroduced through the work done
jointly by outside partles and the Water Oompany in enlarging
this reservoir in 1912 and 1913. '

‘The estimate vresented by the‘commission's.qngiheera
does not mske any dedvetion for the amount received,ﬁy'the:‘
Water Compasny, eitbher in assistance or in funds, froﬁ the'u86 
by outside partieé of this materiel for street ballast. The.
total estimete $75,284.00 is purely the messure 6f”redsonable
cost of the work ss 1t stands, using tre asreed amounts of
“aterials snd class ifxcation. Axtention ic called in the brief
of the Company to the fact that the water works peid &bout
fifty cents per cublc yard for moving.materlals in 1905 for a
part only of the materisl then moved. However, it might be
relevant thst the materiel taken from the reservolir at,that 
time was rock snd was used Largely for roaed ballast. 4n |
equivalent increassed capscity could probebly hsve been Obtsined
witoout cutting into the rock, and would probably hsve cost
n¢ more then, had the company borne all the expense.

The lends, other than rights of way, are placed by the
engineers for the City arnd Commiséion at epproximately cosf-- -
vrice, and by Hunter at sn estimate of present value. Ihe 

several witnesses brought on to estsblish a present market

velue differ very mxmstdermbiyxxxxi® consid-

-12~




eradbly. - The brief for the defendant agrees: thet the original cost
shounld be nsed provided the sinking fund method wero adoPted.
Reverting to the cueetion of development of busxness ooat
the amounts thet would be added to the total ircome from the beginning
of operstions to tkhe present day, sccording to the estimate of the )
Commission's engineer, would be $124, 250. Ehe eetimate'nnder the
same hesed of Brown for the City of honterey would be very mnch,in
-ozcess of this smount, but in either case this would e snfficienm
to eliminate the same estimate by Hunter. Hunter‘did not include B
in this statement any amount for sinking fnnd whidh according to
Hunter's determination, should smownt to very nearly $89 OOO.:‘xt
is ststed that the amount sctuslly in this fund on depo&it with the '
Internstional Banking Corporstion on Jenuery l@t 1914 emounted
to $110,157. | -
The guestior of the propriety of a 1erge portion of‘the
prooerty as copstruoted, was rsaised dnrlng the hesring, snd Hewley
snd Brown eech p*oposed either elimination or Substitution of the
ressonable cost of other stractures. IThis &lso would have & direot '
beering upon the determination of the reasonable "development of o
‘ bnsiness cost. The following is the recommended eetimate of reeson—‘f«v
able cost or probedble Investment in the existing syetmn, wlthont;thez

rossibde eliminations or substitutions:

DISTRIBUDION SYSTEM cosT 4% smme FUMD

Honterey, _ . $136,872 61,703 j““"\"
Paciflec. Grove ' 130,163 = 1,789 .
Unincorporated ‘ - 45,266 o l »250.
12-inch ain ‘ ls 876 . 178

Carried Forward : %528,577; fj“' &4 9205?*?[




DISTRIBUTION SYSIEAK COS8T - 47 SIYKIN
o ' FUTD A:\UITY
Brought Forward,$ 328,577 ‘ $ 4,920
16-inch Main 96,102 _ 94
Buildings,. 8,363 : 96
Tanks, ' - e 227 : [ - S
Dumping Loulpmeno, o ' 9,547 Co1ee
Fentura lleters, 2,838 S ke
General Stock, Etc., 31,064 " e
Tularcitors Surveys, | 2,950
Carmel Dam, ' 20,500
22-inch Mzin, 231,582
Carmel Main, 313,900
C’ay ‘Pits Reservoir, 176,999-
Pacific Grove Reservoir, 75,284f
“1gh*s o ,ay, , 20,646
Riparian and Diversion Rights, 53,200
Lands. ovher ‘than above, 10;471

&1.,382, 5‘2J | $ 7 702

In Brown's report, complamnant's exhlblt #? on pages 65
to 70, ure llstea the proverties which anlneer Brown consxders to
te no% used and usef ful, and these include the Laureles Dumolnq Plant%"
site, Wither's addition pumping plant site, Jonnson Add1t1on pumplng '
rlant site, the 22-inch main entire wmtn rlghufo vay, tne PaCIflC
Grovg Reserveir entire with lands andé supply linés; vhe onterey |
Heignts Pumping plant site and ‘oui].‘ding, va.r-io.‘us'lolt‘s'«‘.anc;‘:b‘ullalngs :
on the QlSurlbuthﬂ system; in all, tﬁe totai Uhat lt 1s recomwended 
be decducted from the valuation otnerwlse estab¢1¢hed 10, reproauctlon
- cosT,. “288 014 present value, ?052 119 and from the annual cepre-*”
ciation‘allowance $5,192. The Comm;ssmon's enclneer wgrees 1n uhe
e’lmlnatlon of ithe Lzureles FPumping Plant smte anc. of tne'ﬂbnte*ey
nelcnts Pumping Plant entire, and recomﬂendea reducxrﬂ tne valué of

the Carmel River Pumnwna Plant and trAnsm1q31on ma¢n to scrap value;“

but é&id not agree that the 22-1nch main and the Pa01 1c(ﬁrovereser- “~-

‘VOir, the itens which the englneer for the Gltj nronoses to e'lmlnatg
could e withdrawn from service OUurlth.

The SuDSultuulon in the valuptlon upon walch coneumeré
should pay rates, of a storage and . transm;ssxon system that 13 capabh
£ giving servxce‘equlvalenu +0 taat possxble witn the bre°ent plant

wés suggested by the Commiseion'S'englneer, Foa WnlCﬂ 1t was asuumed

that 1nsteaa of oullalng the Clay Pmtq re°erv01r in 189 aareserv01r

—lb=




eoual or greater capacity shou'd que been bul;t above tne 1an
take of the Carmel main. The cost of this reservoxr shoulc not have
been more than tna* of tae Clay Dlts reservoir, anc it would nave"
been possibie to uvuseé the Carwmel main to full canac*ty or +o 1ncrease
the capacity by ertendlng this main up. rlver and connec 1ng d:rect
with tae reservoi: £0 that the main could be oneraued at capac ty at
all times. 7 ‘ |

During 1913 there was a period of sevefaifﬁoﬁthsﬁaufingfﬁ

wnicn practically no water supply was ava_lable froa Carmel Rlver._
P*evzous Lo thau period it was essential that a reater capacuxy uhan
that furnished by the Carmel main be in exlstence to ;111 the CTay
Pits reservoir, which through the combined ca naczty o; the Carmel
and itne 22-inch mains, was actually fu*l at the beglnn;ng oxfﬁhé

-

veriod of &

\

ught.' Tith the roservolr consuructed above tne Carmel

k) v

daem, there would have been no reason‘fo“ the constructlon of uée,22
inch main,  and vhe entire 1nvestmenv estlmatea at $231 582 “as gzven
asowe, would hnave been unnecessary. At ulme, for about seven
miles above the Clay Pits rese:ﬁoir, tnere are in eYLStence a 22
and 2 l2-incn pipe line. One 24-iﬁcV pipe line WOhLd have t e capacity o
5% the two, and vou_d cost very con31aenab13 lesa thun the sum of‘tne
two l;ngs, or as is stated in the evmdence of e°srs Erovn und Hawiey,
a singlé 18~inch line throughont the eniire length of tne Carmel maln;.
would ve adequate fdr the present service. Had thls been buxlt of
tne same material as tnzat used in the upper end, between the Carmel
CGam and the Loé Laureles Ranch, the-iniﬁial cost would nave been con—5
s*cerably lecs than for the pres ent vipe line o; varylng 51ze and
character of materials. The average cost of the lB—lnch maln per
foot by the Cormission's engineers' estimate was $2. 76'_.Tne‘tota1 N
lehgth 0f this main, bdeing 102,599 feei, the aéprbximate‘tdtalfdost
of +he line would z=pparently have been $283, 153;: nls however, 1s
‘n.etcess o; the oprotatle actual cost as the 18 1rch nlpe acuually

laid was tne nost remote snd ¢if 1cult nortlon of t e vork. Tnla :

shows = possible recuction in cost from the actual Carmel maln of about”“

~18- : 226




$30,000. However, there would be a elight increaae in the annuity
necessary for the replacemert of this wailn, due t0 the shorter life :
of the riveted iron pipe then of the l2-inch cast 1ron, ;t.i:«prqbgblg.;
that the two items would practically couﬁterﬁ&lanCe'-that‘ia;“théf .
intereat or the reduction of cost wemld about egual the increase in
annuity.  Although very improbable, 1t is possible that the reservoir
in the caryon would have cost more than the Clay.Pita reeeryoir,nthere*”.
fore, irnstead of suggesting the eliminatioh of. thé entiié“céat‘of“fhe |
22=inch main, a reduction of $200,000 Vas prcposed &uring the heaxing,l‘
with the further elimination from the sinking fund annuity of $1 200,
this being practically 4/5tne of the addition tq.this fupd set oyg:_“
against tke 22—1nch maic. | S

. While it seens propcr that the Monterey Feighta Pumping |
Plant arnd the Johnson Addition Pumping,Plants ehould be eliminated,it
wag glated during the hearing tc be the plan of the Water Company to
erect a tenk of adequate capacity orn the Wither's tract to the noxth
and Monterey Heights to the south of the United. States Militaxy
Reservation for the service of these,tracts. The investment in thia
additional equipment will rot be far from the amountavcuarged‘againatju
Shese pumping piants snd plant sites. The instailatidninbﬁvﬁrdpoaed"
and probablyunder way seems & reasonable and‘proper iﬁstailétibu:td
provide for emergencies, wheress the smallisepaxate'puﬁﬁingﬂpianta
end szell tanks installed and available for eﬁeigéncy Opérétioﬁ,ﬁdo'
rot seem proyer. Toe amount that will have to be set asiae in Iateﬂ
will Ye practically the same in either case, ang, therefore, I will
net eliminate these Pproperties. | | ' ‘ |

' The possible reduction from vhe. tabulation of values and

ainxing fund annuiiies wigl then be

Itewm - Cost . Ammitx

 Carmel Pumping Plant,etc., ¢ 7,000 $ 15oy¢ﬂ‘7
o -G@=inokiMgin, _ EOOCOOOA_ o :
Toval - EgTyOQQT

Total cost. actual plant




The meintenance and operation expense was made the subject
of special Investigstion by Accountaht-Burns of the Commission;_whoaé7
report 1s filed with the Commission se its Zxhidit FL. The years B
1911 to 1913 inclusive, were considered in detail, and the expenses
of these yeare analyzed. It wes found diffioult to 3egregéte the_ 
sctual meintenance from replscement of portions of the property,‘par-'
ticulsrly in the distribution systems in lMonterey, Pséific'Gtove 
and Cermel. According to the testimony there has been consider-
able expense thrust upon tore company'by the final establishment‘of‘
street grades snd lines, requiring the shifting of & nnmber”df mains
and connections. Undounbtedly & large part of the lines.changed-have
been rerewed or repleced with larger sizes, but 1t is 1mpossiblo to
get details of what hss actually been sccomplished. £Ln estimete of
the expense actually incurred snd to be inourred under this head,
will be included in the estimate of proper maintensance and‘OPeratibn
account, snd this will dbe cerried as ax exfraordinary expénse to‘be_
distributed over & period of yesrs. ZFhe e;pense‘of pumping nndef-
deduction of what the sccountent has cslled ext;aofdinarj meintenance,
shows a comparstively uniform amount.  The extraordinary pumping ex-
pense was found to be in part due to the esteblishment of thejﬁaureiea
Pumping Plenb below the £lood level of Carmel River, and in 1913 this
plant wes much damaged. Ir 1914, the plant was éntirel& &eaétroyﬁa.'
It does not seem proper, due to the location of this plant antho:£he
faet thst this point was known to be endangered, that ény‘pérticuiar:.
sum should be allowed for past repaifs‘ There is a& poséiﬁilify‘of’
recurrence of dry yesrs such s8 1912 and 1913,.and it is velieved
thet the $6500 sllowed for pumping expense ﬁill de enxiraiy_a&equaté.
to cover botkh the excess pumping in recurring dry perilods, éndvail |
répairs that are necessary upon the pumping plants. There is some
doubt in my mind whether so great & sum should be allowed.

The only expense for pumping, necessary with.adequate .

storasge supply, is in 1ifting water st Plant #1 for use in‘thé_ﬁithar‘s:

tract, Monterey Heigh#s and the higher portion of the Preaid;ic_hx;grotn@s.}_"fj

L s
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The gene:al expense found on the books‘of‘the company
includes $285 per month charged by the Inmprovement bdmpany for
services at its principal office. This is arbitfaxy ahd seéms '
placed at too high a value, and I will use‘$100‘per mdnth as an.
estimate of the expense through the meetings.of the Board'of Directors..
The general superintendent, ¥r, Shepard, gives the servzce in the
actual opération and conduct of the dbusiness of nxg-company;thax-‘f
would be given by & resident manager onératingsthisvéoﬁﬁaﬁy aéﬁaiately,
and, as established in testimony, 2ll the books are xept at Monterey
and all collections made by employves of the Jonterej ofAice Durlng
construction work there may have been some pnrtlcular advantage in .
having a purchasing agent at the San Francisco office of" the Improve—t B
nent Comnany Eowever, during recent years, there has been li tle |
constructlon work, snd under no condltzoas should this be charged
against the maintenance and operatlon accoant. _

There 2also is some portion of the time of‘eﬁ@lb&esfax‘thé
Yonterey office actually emploved upon the business of the Improvement
Company direct. Im part, this is covered by %he payment of $25 00
on the salary of ir, Olmsted, uperzntendnnt of the Wﬁter Cmmoamy by

Improvemen* Company, and the statement 1n testimonj of the of—\

ficers of both companies that the Improvement Company maxes payment to '

the Water Company for any services rendered, Thxs does not show defi-‘:

nitely on the books of the utility company.

The following is the final estlmate of a ?roner m@;qten@nce

and Yperation account-

OFERATION
Punning Zxpenses
Distxribution Expenses
Commercial Expenses
Certral Plant Maintenance
GZEXERAL: ‘
Officers and clerks
Salariegs and expenses.
Insurance
Tazes




Brought forward . $28,100

EXTRAORDIWARY '
Water Analysis (1913) $812
Fighting fire (1913) 106
Acc, Street changes,

(based on Mean 1911413) 5000 .
Expensge vefore Commission ///
28 per statement, 5479

$15397

One tenth per year, _ _ l 540

Total Uzinvenance and Operation, S $29 640

Total annusl revenues actually obtalnea by the Water Company

have been in lQll $67,272, in 1912 $72 763 and in 1913 $81 325
This amount saould properly be lncreased by $32 000 1n each year by
vhe amount admlttnd by the wtility to be a proner addltlon to the{ff
SlO 000 already paid by Hotel Del Wonte and groands. There would o
also be some further vayment properly added for water delivered freel
ol charge, al*aoaqn not to the extent clazmed by the Clty.. Assumlng
the total additional charge that might properly nave been collected
to be 303,000; the income for the three yearS‘becomee,,lQll,L.
$100,272; 1912, $105,763; and 1913, &114 323. - |

| The actual revenue that will be recelved durzng 1914
cannot be forecast by that of 1913, first, because of" the natural
growsn of the communities, and second, due to the fact thax the
Carmel‘system_was 6btaiﬁea by tnxs company durlng the year, and its'f
rates were collected for only the last six montns of. the year. .The
rates suggested will be based upon. the amounts actually used in
1913 and before; +the use at Carmel being estlmatedloy the recqrds .ﬁ“
cvtained for the last halfof 1913 ind the first half of 1914.
The rate of increase in water use is shown by tne recorde of lncome
set forta aoove, in part only. The pomnt at whzdh the use occnrredf
and the rate at waich the increasing amounts may Thave been delivered

2lg0 have a direct 1:»ea,:c':m,_1 and in establlsnlng a unllorm rate j

this is to be considered,




In computing e rate, it is assumed that the safe yiold

of the system is adegunate for all precent and immedlate future de-

mands, sund that this condition would not be changed had the projectedﬁ ‘

substitution of a reservoir supply sbove the Intake oP the Carmel
mein been constructed. The vresent rate in effect is expressed on‘:_
vart of‘the system in gellons, and on nert in cubic feet.. It seems o
desirable thet either ore unit or the otker be used. exolusively,,
and as the meters in use by this company snd mannfactnred-for“thq.‘
general marxet read in cubic feet, that uwnit of messure wilifbe;QSed;
Very considerable fluotustion in use hes beéﬁ‘fécbr&é&"
on the Del Monte prounds and ¢t the Eresi&io. Tre amount of water
used for street sprinkling sad for use on the County roads 13 not
possible of close enough determinstion to give an exact measure
0f the consumption to be expected in the future, and the ammnnxs
set forth in the tadulation sre based npon>the evidence of the : o
last two years rather than extendﬂng furthexr into the past¢~ Qheff‘  -
use gt Del MOnte In the last seven years nas varied betmeen __;ﬁ'
26,200,000 cubic feet and 15,700,000 cubic feet the latter amOunt
being the use of 1913. _ o R
In the yesr 1906, the use was about 13,000, ooo c'abio feet
but there is no resson %o suppose thet it will sgein fall to that
figu*e. The free uSe of water in the canyonm, other than that on ft
the Los Laureles Ranch, has been estimgsted on the basiS*nresentad
by engineer Brown for the City, and modified in amount of use
somerhat in accordance with thet shown by uhe Company's testimony

of actuel smounts used in 1910 in some of these places. This is

included in the general tabulstion of individual use of water. The

use by the towns for public purposes is alao inclnded with the ’
assumption that each building and psrk ccnnection will pay 1ts reg—
ular rate just as would an individusl. The rate for water for atreat~ 
sprinkling, however, which is-taken’from.the public hydr&nta, 

on which it is presumed that rextal will be paid, and.measuré&'by] |

tank measurement without nec~ -20




esslty for s meter can ],Perbef-_u_ed at a flat wholelsale"

price witkout payment of . - fne wster used &% 105
‘ round figure of

Lsureles Rwnch for irrigs,ni's sgkzen &t the
spd the

5, OOO OOO cubic feet or 3943 000 gallons per snnum,
rate per hundred cumbic :feeolced gt avout whet can reas onably be

peid for irrigstion wster iered thmmgh s pipe systexm,

and presumes that a Some: wha Wer rate may be sroper on ac-

cownt of the shorter dlztamesie water 18 carried, snd be-
cense fthere is no storage proted. The rate of three cents
yer hurndred c'a'ciic' feet is equijent to four cents per
thousend gellons or 2.2 cemts y miner's inez TOUT »

£ fire hydrsst rentsl 3§11 be pleced tentatively
at $1.00 per month ver hydrmt fere there is DOW 1O peyment

established. It ie esteblishred.n testimony thet tre towns

of Pacific Grove and Monterey hre esch coziributed SRS to.
the instellstion of fire hydreay, snd of certai‘n' naingy

These, however, are now in the ¢ntrol of the company and cen
rsrdly be corsidered other than‘ts propertye-—Should the company'
be lmproperly in possession of pvhperty or funds for the pﬂrpose
of iretslling thie-equipmert, these should be returned 0 the B

municipalities, or peymeat made tgerefor.
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a ﬂat wholesele

essity for a meter can. Lper'” fix-ed at
price without payment ofnp’-i fne water used at Los .
Laureles Rsnch for irrigqne tsken st the round f:.gure of

5,000, OOO cubic feet or 3.39,000 gallons Dper annum and the -
te per hunired cubic feeﬂced ot spbout wast cen Teas onably be

peid for irrigetion woter Lered thpongh & pipe syste,

end presumes that a somewnt fer rate WAY B¢ proper on ec-

cownt of the shorter distme 1e weter ie cerried, and \be-

ceuse there is no ‘storage mmga . fhe rate of three cents |

per hundred cudic feet is uiuent to four cents per
thoussnd gallons or 2.2 ces .;- miner s inch houre
A fire hydrant res’ vill be placed tentativeLV

8t §$1.00 per month ver hyar where the\Km now 1O Payment

established. It is establied in testimony that the towns

of Pacific Grove snd 'onte,j nave each contributed sums to

the installetion of Fire hiranta, and of certain mainSv

These, however, sre now i:the cintrol of the company 8nﬁ 0811

bardly be considered otnerthau its pronerty.\Should the oompanY‘
be improverly in possessiciof prbperty or fards for the PM‘POSé‘ |

of installing thla“‘eqnipme:t these shoula be re'tnrned to the
MCiPaliﬁe{ or paymentmade therefor.




I have gone somew). &euail in discussing the
evidence in »::izs ca‘nfd a.ll fix a ra.te w::.:xch in nw
- View, wzll pay all ofe 1ebltm3'te expenses of thms
-comany, provide a suf n.en'b mount for deprecmahon and
a reasonable return umothe 'y‘a,lu.e of the property. 4 ' _
It has not bees ossble. of course, to declde defi"‘l"'
nitely the ef ect of m\ rse oOF def:.m.teﬂ the return
because it 13 1mpoc-sl oleo aa.ke a. dlrect ..ompar:,son ’oetween
e.ae return whlc‘r* wﬂ. e rcelved dar:mg the next year a.nd |
th:-z.t which has been receid darmg the past year . These

comunities are growmg althe gurroundlnb country develop-‘ L

J.ng, several Jears past h& been qulte dv-y and the consump-

. the - - ;
tion of water not normal;. ;/order, however, I shall flx s

:r:a:tes whick will yield, if;.pbl:.ed Pr operly to the Eotel Del

.ﬁonte ana the free uses whzm. m;a.y be 1eglt3.mately requxred to G

bear tnelr proporhon of the burden of conductlng; th:.s System»

‘an adeQuate revenue for this company from \vmc.h 11> may rece ‘:ve‘

3 return upon J.ts property,‘contmnue l‘ts erref:latmn :f.‘und'._

ana pay all of"- 1ts o*oeratmg and ot.aer legltzmate expenses. S

If, a:fter trial, it be found *cna.t these ra.te'c do no*t substan—

e tlall.'r’ meet m‘ch oy expec«.&tlons, wmc:n are based upon th

endence in tais ca.se, the Commzssxon wﬂ.1 be very glad
on the matter ‘nemg hrou&ht to 1’cs a.ttentlon, elther 'by
tae company /oa/ie crby, agan.n to mvestmgate and revise them

lf fo md necessa:rv

the present basis of

As hag alreaay ‘oeen suggestea

rates is both per taousand gallons and per nundred cubic

feet brlngme, a‘oout mconsxsten\ga.es in the ra.tes. The

rates imposed Wlll ve stated in cubic feet applying to all

users .

I an mpressed w:.th the .a.act tna.t the mnimum 1s L

too ‘h'igh-_ tn s bemg unduly burdenaome to the small nser. L
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I have gone somewhat into detail in discussing the
evidence in this case and snall Tix a iaxe_which; in my
view, will péy all of the legitimate expenses‘of this
company, provide a sufficient amount for depreciation aﬁd
2 reasonadle return upon the ralue of the property.

It has not been possivle, of course, to decide defi-
nitely the effect of this rase or definitely the return
beCause it is impossidle to nake a direct comparisdn bétween
the return which will be received during the next year and
that waich nas been received during the paét year, ‘These
communities are growing and tae surrounding country deveiop-
ing; several years past haxé been quité dfy and the‘consump-‘
tion of water not normal; in}%ﬁder, nowever, I shall fix
rates wnicn will yield, if applied properly to the Hotel Del
¥Yonte and tre free uses whidh-may be legitimately reQuired to
bear their proportion of the burden of conducting this-syatem;
an adequate revenué for this coﬁpany from waich it may receive
a return upon its property, continue its depreciatiod fund,'
and pey alliof its operating and other legitimate expenses,
If, after %trial, it be found that these rates do not substan?
tially meet wilh oy expectationé, which are based upon the
evidence in this case, the Commission will be very glad,
on the matier being brought to its attention, either by
ﬁhe companx,or“%he city, again to.investigate and'revise‘them,

.

if found necessary. ~

As nhas already been suggested, the present basis of

—_—

rates is both per thousand gallons and ﬁggjhundred cudic:
feet, bfinging sbout inconsisten gies in the rates, The
retes imposed will be stated in cubic feet, applying to 211
users, I an impréssed with the fact thaﬁ the minimﬁm is

too nigh thus being unduly'burdensome to the small user.,




Vaile it may appear that the rate paid by ﬁhe citiéé'fbr‘
Fire hyd:anfs and for street sprinkling is, comparativély‘
speaking, low, yet it is very difficult to figure this
Xind of service, For the present, therefore, this raté
will not be substantially changedj subsequently, if it Sé
fouﬁd necessary this may be the subject of a fuxthér'iﬁg_
veatigation,

I submit the following order;
ORDER

The city of lonterey having filed its complaint
against the ilonterey County Water Works, alleging the |
rates of that company are unjust and unreasonable, and the
Honterey County Water Works naving answered and deniéd the,
material allegations of the complaint and subsequently‘ha#iﬁg
filed an applicatioh to increase the ratesrchargedfby $ai&'
donterey County Water Works t¢ its consumers aﬁd; vy agree-

the two ¢cases being combired and a hearing having been
i an d it being stipulated that the rate3~applyiﬁgiin‘the
of Pacific Grove and within the entire territory
sexved by this utility should ve Iin issue in this case
and being fully apprised in the premises, the Commigsion
neredy finds as a fact:

That tﬁe rates aow chargedvby.the Lonterey County
Yater Works are majust, unreasonadle and diserininatory
agd the Commission further finds 2s a fact that the follow-
ing rates are jusv and reasonadle rates 0 be charged ﬁy

the Monterey Couniy Water Works to its patrons in the

cities of ionterey, Pacific Grove and in other territory

served by said Xonterey County Water Works:




GEXERAL USE, T0 APPLY UPOX ALLiéFaRs OF SEPARATE PREMISES,

IN WHATEVER QIVERSEIP.

For minimﬁm vayment of ninétyrpents per month
300 cubic feet; |
For use between 300 cubic feet and 1,000 cubic feet
pexr month, twenty-fife cents pef hundred cubic feet;
And for 211 use adove 1,000 cubic feet per month,‘

twenty-one cents per auwndred cubdic feet,

SPECIAL USE.

Del ilonte Hotel and grounds,aﬁ twenty-one cents
per hundred cubic feet; |
| The Presidio of Monterey, twenty-one cents per
nundred cubdbic feet;

For spr;nsllng streets and roads, presenz ratee-

Irrigation on the Los Laureles Rancho, ﬁﬁy&ecentsf

nundred cubvic feet;

Fire hydrant renual presenu rates.

The company to install all nmeters and servxce
connections at its own exvense and to extend to all
applicants within the cities of monterej and Pacific
Grove whenever application is made. If in any case
application be made for service and tnose in charge of
this utility think such extension oughx not to be_made on

account of peculiarly expensive comsiruction, the matter

ney be laid before the Commission, -in which event it

will be determined whether or not the extension snall

e made and at whose cost,




3asing this order on+he foregoing findings of fact

‘the findings of fact in the opinion hereto, -=
LT IS HEERESY ORDERED;

1. That the rates found to ve reasonable
herein.are herebvy established to be charged by
the Nonterey Cbﬁnty Water Works to its respectiv’e
classes of patréns as set out in the schedﬁle
found to be reasonabdble,

2. The foregoing rates to become effective

twenty days froxm the date hereof,

The foregoing opinion and order are Tereby approved and:
ordered filed as the opinion and order of the Railroad Com-

rission of the State of California,

Dated at San Francisce, California, this

day of October, 1914.

Commissioners.




