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E~O?3 TEE !U .. IL?O.AD COre.:ISSION OF TZ8 STATE OF CA1IFOaNIA. 

In the ~atter of the A~plication ) 
of TliS MONTS-~3Y COUNTY :VATE?. ) 
:'!O?KS for Permission to Increase ) 
Rates for Water Service. ) 

A-o'Olication No. 3952 • .. ~ 

E~l lie Pier, for a'O'Olicant. 
Fred W. Treat, for blty of Xonterey. 
lie G. Jorgensen, for City of ?s.cific Grove. 
A. P. Fraz0r, for Carmel-by the Sea. 

G~~ON, Commissioner. 

OPINION 
-----~--

\ 
~h0 app~icant h~rein, ong~ge~ in tho busines~ o~ 3c~ling 

wator £or domest10, industrial and munio1pal ~urposos to residents 

of Monterey, Pacific Grove, Carmel-by-the-Sea ana the adjacent 

unincorporated territory, asks permiss10n to increase rates • 

.A. public hearing in this matter was held in Monteroy. 

on October 18, 1918. 

Applicant alleges, in effect, that the net revenue for 

1917 gave s. return of only 4.035 per cent upon the value of its 

water system, and asks that rates be increased so as to yield 

six :p er c e:::l t. 

At tho he$ring, applicant "asked permission to enter into 

a contract with the Psci~ic Improvement Company, under the terms 

of which the Improvement Company proposes to construct a dsm and 

reservoir, to store 1540 $cre feot o~ water, and ~greez to deliver 

to the applicant 65 por cent of the stored w3ter, provided app1i-

cant pays annually 10 per cent of 65/per cent of the cost of con­

struction. This annual payment is estimated. as $8800. 
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In 1913, th~ Oi ty of li!onterey filed. a complaint against 

the rates of the Monterey County 11s.ter Works and subsequently, the 

!:onterey County 7;rater Works ~i10d an applies.tioD ~$kiD5 that its 

rates be inoreased.. By agreo::lon"::, the two, proceedings were COr.:l-

bi~ed for hearing and decision. ]y its order in DocisionNo.1855 

the Com:ission established rates to be charged. by tho Monterey 

County Water Works, but suosequently, by order in Decision No.3057, 

the r~tes previously established were modif1ed and such modified 

rates ha.ve been in fore'o and. effect since Fobruary 14·, 1916. 

In 1915, The liontorey County "Jlater 'Norks filed applica­

tion with the Commission asking pormiszion to transfer part,of 

its property to tho PaCific Improvement Company_ Tho property 

involved consisto~ of the dam on the Carmel Rivor, the "Carmel 

Mainn, the PaCific Grove Reservoir, tho ~16 inch main~, various 

w~t0r rights, rights of way, bu;t'ldings, Venturi meters, etc.. The 

value of the property to be transferred, as estimated' by the Co~­

mission's engineers, was $551,570, and the value of the ~roperty 

to be retained. was estimated as ::~842,119, inc1udir.g $11,3~7 of 

~Current Construction for year 1914." 

This application was granted by :Dccision !~o. 3059. 

It should 'be not'cd. ths.t tho ~aciiio Improvement Compa.ny 

Ow:lS all the stock of the llJ.onterey Co®ty Water ~7orks excopt '8,. 

few qualifying shares. 

~or further det~ils of these various proceed.ings before 

the o ommlssior:., in wh lcb. the applica.nt has 'boon invol vccl', ~efel"­

once ma.y be bad to Decisions lIos. 1855, 3057 e.:nd 3059 .. (Vol. 5, 

Opinions and Orders of the Railroad Co~issio~ of Ca11fornia,p.5Z0, 

and Vol. 9, pp. 66 and 91.) 

Tho rates now in effect and those asked for arc 



~1rst ~OO cu. ft. per 100 cu. ft. 
ZOO to 1000 n n n 

R~ te S!lQ'1f,' 
in eff~'ct 

1.:oovo 1000" " " 
Monthly minimum 1/2" f.\D.d. 3/4" Services 

" If 1" n 

;~0.30 
0.25 
0.21 
0.90 
1.25 
1.75 
2..25 
3.00 
2.50 
0.21 

" 1~" 
to '>" n ... 
It rT Sf! and It:l.l''sor It 

Pire Service, per month ~er hydrant 
Sprin~ins ~oads and St~ccts per 100 
2" and sm~11cr privata firo ~orvices 
3~ "n" 
4" """ 
?rcsiuio ~t ~onterey as per contract 

with ~nited States ~ovcrrunBnt 

cu.ft. 

Ra.tes 
asked 'for 

$0.41 2/3 
0.30 
0.25 
1.25 
1.50 
2.25 
~.oo 
4.00 
2.50 
0.25 
1.00 
1.S0 
2.00 

l{o change. 

Tho value of the water system retained by the applicant 

:::.ftor the transfer of a. :portion of its !,roperty to the Pacific 

Improvement Compa:c.y is alleged. to 'be ~;829, 918. This C orresponlis 

very closely to the value, on J~~uary 1, 1914, ~s ostimated 'by 

the Com~issLon's engineers. 

Investiga.tion of applicant's accounts shows that the 
I 

, net additions to the ~roperty, from January 1, 1914, to December 

~1, 1917, have cost $29,353, making a total value, es of Dccom-

bar 31, 1917, of ~859,27l. 

1~eintl3nance and operating expense for 1917, as set forth 

in t:b.o ~(:?p1ication and ill Sxhibit No.1, shows a total of ~~41,016. 

This was amended ~t the hoaring to $39,982. 

~rom the testimony introduced at the hearing ~d from 

investigation, 1t develops that the a~plicant's fi;ures are too 

high and the.t several ded.'(;.ctions should be mado 'bofore the actua.l 

maintenance ani oDer~ting expense for 1917 cen be detormined. 

These doductions aro ~z zot forth below: 



Error in charges for tazes~ ••••••••••••••••••••• $1050. 
~eintenance of ?aci!ic Im~rove~cnt Cofs proper-
ty. the cost of which is includ.ed. in a.pplicant's 
~aintenanco ~nd oper~ting expense •••••••••••••••• 1352. 
~cess of ch.arges for San !rrmlcisco office 

e~ense over allowance by Commission in 
Dooision No.1855 ••••••••••.••.••••••••• ~ •••••• 2280~ 

20 per cent of Su~erintendent's sal~ry to cover 
work performed by him for ~acif1c Improvement 

Company and not paid for •• , ............................ 720. 
Book cherges to cover 10% of cost of repairs to ' 

transmission mains, work on which has not 
1et commoncod •••.•••••.•...•••...•....•..•..•• 1000. 

Depreciation annuity shown under oper~t1ng , 
expense and which will be consid.ered 
sCJ?ara tely ......................... ,. . . , .. ., ..... • 6320. 

Totc.l: Doduc ti ons ................ :~14722. 

~he actual maintenance and oper~ting expense for 1917, 

~fter msldng the ded.uctions as outlined above from the total of 

$41.015 is $26,294. 

In Decision No.18SS, under the item o~ maintenance 

and o~erat1ng e~cnse, the Commission included an allowance of 

$l540 per aLnum, for' 10 yoars, for the amortization of certain 

extrsordinary eA~cnsc incurrc~ by the applicant prior to 1914. 

~his is still in effoct. 

The applicant claims that costs of labor and materials 

ha.ve advanced strongly in tho past tew yoa:'s and. o.ro still ad­

vancing. This is due to w~r conditions and the c2aim is sub-

stantiatcd by the increase of maintenance an~ operating o~onse 

for the first eight months of 1918 over the corresponding months 

in 19l7. 

It appears that a maint0n~~ce ~~d operating a11ow~ce 

of $29.000 per year is reasonable and it is found. a3 a fact that 

it is a reasonaole ~ount to be included in annual charges to 

meet this expense. 

~ho a~p11csnt presented evidence showing that on a 

four per cent sinking fund basis, the annuity for depreciation 

is $8Z20. The computations have beon chocked by the Commission's 
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enginoers and appear reasonable. 

The neoessary annuaJ. ch~rges to zupport tho property 

~re as follows: 

6 per oent interest on $859,271 
Maintenanoe and Operating Expense 
Depracia.tion a,nr;.uity 

Total, 

$51,556 
29,000 
8~320 

$88,876 

Tho ap~licant's annual report for 1917 shows e gross 

revenuo from operation amounting to .77,383, whioh includes 

$1~52 billed against the ~aoifio Improvement Company for main-

tenance of property. Deducting t~is last item gives $76,031 

as the gross revenue derived from operstion of the applicant's 

OVn'J. :prop erty. 

Based upon tho foregoing annual charges and gross 

revenue, the doficit from opor~tion in 1917 was ~12,845. Tho 

applicant is therefore ontitled to an increase in rates. 

Tho rates fixe~ in the accompanying order are just 

and reasonable rates and will provide suffioient revenue to yield 

the necessary increase. 

The matter of the proposed contr~ct with the P~c1tie 

Improvement Company for the construction of a dam and reservoir 

on the Carmel Siver has been carefully considered. As it appears 

froe the testimony that for many years to come the full capaoity 

of the proposed improvements will not be required, I deem it 

unfair e.t this time to burden the applicant's consumers with the 

proposed annual charges. I suggest th~t arrangements be mado 

with the Pacific Improvement Com~any whereby applicant pays for 

only such water as i: required, or that the construction of a 

smaller dam, which coula later be raised to tho full height, will 

till all requir0~ents for some time to come. 

I submit the follOWing form of order: 
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O "P"'i.'R --::'~';:;::... 

TEI'~ MONTEREY COU~TY ~A~SR WORAS having mado. application 

for permission to incroase rates charged by said Monterey County 

:later ';Vork~ to its consumers. a public he:J.ring having been held. 

thereon, and the Co~ission being fully apprised in' the premises, 

rates noVi charged. by MONTEaEY COUl~~Y WATE..~ WOru.:s. a.re unjust and 

unreasonablo in so far as they differ from tho rates ~eroin es-

tablished and that the rates heroin established are just gnd 

reasonable rates to be ch~rged by Montere1 County ~ater Works. 

Easing its order upon the foregoing finding of fact 

ana upon the findings o! tact which are contained in the o~1nion 

whiCh precedes this order,' 

IT IS EF .... ":t3BY 03.D3RZD that the MOll terey OO'llnt1 Ws. ter 

Works be and the same is hereby authorized to file with the 

Railroad Oommission within twenty days from the date of this 

order, ~~ thereafter to charse the folloWins rates for water 

sorvod to tho inhabitants of Monterey, Psoi~io Grovo, tlnd 

vicinity: ....... .....---' " 
RAT'3 SCESDULE .. 

General Use, to ApplY to All Users on 
~epara.te ..::'rern1ses, In iihatever Owner8hip 

}'lonthly 'Minimum PA.ymonts: 

1/2~ and Z/4" Services •••••••••••••••••••••• ~l.lO 
l" Services ••••••••••••••••••••••••.••••••• 1.50 
1 liZ" Services ••••.•.••.••••••••••••••.••• 2.25 
2" n •••••••••••• " • ., •••••• '. " • .. .. •• 3.00 
3" tt a.;.e.l~:r~or •••. ......... ' •••••••• 4.00 

Monthly Meter ?~tes: 

ZOO cubic foot or lees •••••••••••••••••••••• 1.10 
~oxt 700 cubic feet, per 100 cubic foot ••••• o.~o 
Over 1000"" " " ••••• 0.25 
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Private Pire Service: 

2" and. 
3" 

s:na.ller ................................ $2.00 per mO:Q.th 
............................... 2.50 " 

4" ......... ~ ..•...............•. 3.00 " 

Public Use: 

Firo Sorvice - per month pcr hydrant •••••••• S.OO 
~or Spr1nkling stroets and roads-por 100 cu. ft. $0.25 
Othor Uses at motor rates. 

ProsidiO at Monterey: 

Rates as per contract with the United. Statos Govornment. 

~he forogOing opinion and order arc hereby ap~rovea 

end or~ered filed as the opinion an~ order of the Railroad Commis-

sion of the State o! C81ifornia. 

,/J Dated c.t Jon F::-anc1sco, California, this,2 /..r/dS.Y 
~~ 

o~ .t\e",er1ilj 11'), 1918. 

Commissioners. 
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