
Decision No. __ :i_r_~_!)...;,,;'_.t .... C! __ 

BEFORE THE RAILROAD COMMISSION OF TEE S'1:ArrE OP CALIFORNIA" 

CHARL'ES E. THOMAS, Jr., et al., 

Compla,1ns:o.ts, 
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Elkus" Claude Ro~enberg, and Cha.rles d.e Y. 
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1. 



BY ~ COY.MISSION: 

OPINION 
--. ...., -- ..- -- -- -

This procee~Ilg iuvolve.s a' eompl&1ut by Ch8.rle~ E. Thom.s.3, 

Jr., together With 49 other eouzumer~, ag&1U3t tbo Mouterey County 

Water Works~ alleging that the rate~ chargee ror public utility 
.. " .. 
water service rend&red in the City or Monterey, P&e~ie Grove an4 

Carmel are uujus~ &n~ unrea~onable. 

Mt~r the tiling ot this eompls.1ut the wa.ter ~ystem or 
the Monterey Coun.ty Wator Works 111&5 a.equired by C&l1torui&' Wa.ter & 

'l'ele,phono Co:tpauy, auc;1 a.t tb~ boarings on this matter 'betore Exam1uer 

~l it'was stipulated by counsel that the compla1ut be d1rected . . 

aga1nst the latter eom~y. 

Although the hes.r1ugs developed s. conz1Cte.rs.'ble amount or 
evidence covering tbo 1~sue3 usually involved in rate-f1x1ng eases 

o~ th1~ character, there is here preeented the distinct and d~t1eult 

Q,uestion as to just 'Wbat portion 0: the proport1e~ owed 1:r. u~e4 

anCt useful 1u ren4or1ng & public utility vater service. ~s problem 

arises r~om the !&ot that a considerable part ot tbo tac111t1oz which 

are employed in suppl~ util1ty water zervic~ in tbese cammau1t1es 

is used also ~:D. ru...'"Xl1sh1ng libat 1$ ela1me~ to be 8. pr1 vs.te service 

within the $8me general service area. 

In order to under~t&tLd the various 1sS'tles which h8.ve been 

ra1sed# it is neces3arY to eons14er tbe development or th13 water 

system aud the use to wb.1eb. the var10us ps.:-ts or the l'rope-rty are now 
devoted. 

H1sto17 or tb& 'Water System. 

The early h1stoX7 ot the water system in th1s territory was . . , 
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set forth With some ~eta11 in former dee1s1ons or tb~ Comm1S81on~ 
partieularl~iu Decision No. 1855 or October 8~ 1914 (5 C.R.C. 5,0) 

~ . 
an4 in ~ciziou Xo. ,059 or ~anuary 25~ 1910 (9 C.R.C. 9l). 

. . . 
W&~r serv1ee was begtm 1tL1.tiall:y by the P&eir1e Improvemont 
... .., .. 

Company, a 4ovelopment company w.h1ch eonstructed the original Hotel 

Del Monte. F1n~ng its supply ot wa.ter ~om the wells loea.te4 on 
.. ' 

the hotel grouud:J to 'be ius.doqu&te ~ 1 t pureh&:.ed in 1884 8.boo.t 6000 

s.cr~s or l&.nt! on the up~r Cs.rmel River, mom as the Los Le.ureles 
Rancho .. togetber with eert&1n riparian 18.1lds loea.ted dOw. ;troam. It 

then constructed a diversion dam on the r1ver~ a distribution reservoir 

near Pacifie Grove~ ant! & pipe line to tr~sport the diverted water 

dowu . tho Ce.rmel VaJ.le,., through P&eU'1e Grove aut! )4outerey .. to the 

Rotel Del Monte. Through such newl~ constructed tse1lit1c$, water Yas 
. . 

served genersll~ to consumers in Pac1t1c Grove and Monterey. 
. . .. 

In 1905 the Pacifie Improvement Compauy caused to be· created 
. . . 

8. new corpors.t!ou, the Montere,. County Water Works .. to w1eh were 
. .... .' 

tranzterred both its water storago and tran=m1ssion ~aei11t1es. In 

msJc1ng that eouve:ya.nee~ bowever, the Paeit1c Improvement Comps:o.Y' re-
.,. .. 

30rv04 to itself sufficient water ~or the uee~s o~ the botel an~ 

grounds. For th1s ws.ter it. agreed to pe.y the new corporation a flat 
-

~'OlD. a.uuuslly. . At about the same time 8. second p1~ line was la1d 

t'rom the west line or the Los Ls.urelez Rancho to Mouterey, leav1ug e. 
'. -single line ouly from the point or diversion to tbe west line or the 

Los L&~l~s P.a.ueho. With the except1o'll or the subzequent eonstruet1cro. 

or tbe Forezt Lake 4i$tributio'Zl reservoir and the San. Clemente ztorage 
h • 

roscrvo1r, the water supply system 80S then eomplete~ rems.1nz zul)sta.nt1.al-

ly~eh4nge~·to~&y. 

The tirst proeeediug betore the Commission 1nvol nug the.t 

water service was in the year 1914. ~s resulte~ from & eompl&1ut 
requesting 8. decrease in rates being ebe.rged~ the Comm1ss1ou then ez-
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ta'bl.1:slUng 3ehe~ulez covenug serV1~ both to general COUZUl1lers &1~ 

to the hotel:1.t:seU" ., deolariug the entire ~ernee to be public 

ut1l1t~ iu eb&racter. (5 C.R.C. 5,0.) A pet1t~on w&s ~11e~ tor a 
" . ... 

rehearing ot that ~ee1s1on, the Pae:1.r:1.e Im~rovement Company iuter-

ven1ug to contend that the zerVice rendered to the hotel W&$ :pr1v&te 

1'0. nature- 8.nd not subject to regula.tion. The ut~1t,.., Sot the t.8me 

t1me, pr&s~te~ 8. pet1t1on tor author1t1 to recouvey to the pac1r1c 

Improvement C~y 8. part ot its wa.ter rac111t1e~. ~s petition 

the Comm13s:1.0n granted. on J'at),:t:8.l7 25 .. 1916 (9 C.R.C. 91)., saying 

that its act:1.onwould provide_tor the pr~vate us~ or the hotel,prop-

erties "a 3ubst~t1all~ 1nde~dent system." . . 
Without attemptiug here to &U&lyze in deta11 the termz ot that 

reconveyance.. or to picture the unusual situation thu$ created., it 

may be a&1d 1u briet th&t it agaiu placed in the ~dz ot the Pacific 
.' .. , .. ' 

Improvement Company tl tle to the Carmel d8m snd a. tran~3s1on~' l1ue 
. - . 
tor the cOQ,veyauee or va.ter througll 1ts owo. r~~1l1ties 41rectly to 

the Hotel Del Monte. The Monterey County Water Works ret&~ued the - , . 
. ... .... . .. 

excluSive ownerabip and use or the ~eeond l1ne tram,a. po1nt on the 

westerly border or the Los L&urele~ Ranebo whor& It diverged rrom the 

s1ugJ.e l~ue a.bove,. and reservet! the right to h&ve de11vere~ to it 
, . 

at that point not les:s ths.'ll 65 per cent or the water now ot the . . ' 

Carmel River. In addi t1on.. the ut:U1ty reserved r1gb.ts or va,. t9 
. 

enable 1t,. ~ thereatter des1re~., to construct 1ts own 11ne tor the 
.,' # ~ 

couveyauce or water tram the river. 

Ill. 1919 the P&e1t1e Improvement Company transterred its interests 
. .. -

to the Del Monte Properties Compauy. In 19,0 the l&tter compau,. 
, . 

conve,.ed to Cbester R .. Loveland., who iu turn trs.uzterre,d h1~ r1g.b.ts 
.. ..... • • I 

. . 
and ob11gat10nz to the Cetl.traJ. Cs.l1!'oru1e. Wa.ter Su;p;>lY' Compau:r. Mr. 

'. ,,' ~ 

Loveland theu a.equ1re4 &l~o the eapltal stock or the Mo'C.tere:r County ... - ... ~ 

4. 
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Water Work=, a.n4 in 19~5 he e.u4 h1s a.ssoe1&tos ere&tod the Cali:f"orn1a 

Water'&'Telephone Company, which thereupon.&equ1rcd both the Central 

C'sJ.1.to-rn1a. Water Supply Comps.uy and the Monterey Count,. Water Works. 

~3 the ownership ot. both the, .. utility water. system a.~ tho so:.:e&ll04 

pr1 vate system. u$ed 1'0. de11 verine: wa.ter to the hol41ngs ot the Del 

Monte Propert1es Company ~ the Monterey Feuiuz~ ~O& became ves~ 
in 8,·s1ugleeorpora.t.1on. 

. The C&litorc.1a Water 8: .Telephone .Comps.uy, vhj.ch 'We m&'1 here-

&tter ,r~ter . to merely &s the'"Compauy, ~ claims 1"0. thisra.te proceed-

ing th&t the COlZIDI!.ss10n must ~ontinue. to reeogz:.1z,e. the. eXistence or 
twod1st1net water serVices, oue admittedly public in cbaracter and 

~he other wholly private. It1s ela1med th&t the'tae11.1t1es· em-

ployed in the latter serV1ee never.hI!I.ve'beeu ~e<ll.e&ted to the ~11c 

use or, at les-st, not. s1nee 19l6··when th& Commission authorized. the 

partition or thopropert1es 1~to d1st~et systems, oue pub11e,an4 

the ,other· .pr1 vate 'in eb&raeter. 
Representatives' ot the eities receiVing utllity service, 

. sithOugh seemingly eonee~ng th&t parts or the property are not, 

~ec11eated to the :public use, eo'O.teu~ tb.a.t thertt' 1$ uo pra.ctie&l ,,' 
. , 

bas13 upon wh1ch the7 m&7 be segregated into ut~1~y ananon-uti~ty 

uses, an~ urge# there~ore, that the entire water properties be eou-

s14ered &3 & unit. Whatever ma.y be the true tact as ~o tho ~re3eut 

<1e~e&t1on o"r all th~'·ws.tert&e1l1t1e$, it cannot 'be s&1d tb.&t this 

issue. is presenteG uuder the ple&41ngs in the instant ease. We 

must here &ecept the COmpan7~$ contention th&t not all or its w&ters 

&U~ rac1~it1es now owned are 1mPe33e~ with 8. publie use. 

The pr1mal7 problem presented, theretore, involves the segre-

ga.tion ot the.so jointly owned propert1oz 1uto the1r.:publie end 

private u.ses. ~epro'ble12Lis eompl1es.ted "07 the tact that, .1n spite 

ot the eVident intent ot the Commission and the original operators 

in 1916, v.nen earv1ng out & praetieslly iude~~ent 3yst~ ~or the 
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purpo~e or serving the Hotel. Del Monto, thoro ha.:s since been onJ..,. 
. . 

a vague adherence to the agreement then executed. Not only has 

thore been 8. gra4ua.l. oollllUugl1ug or the use and operation or the 

so-called pr1vate ~ystem with tho utllity system, but now agreements 

have been made between the pre~eeessor corporations which consider-

ablY' alter the eontraett18l. rela.t1on.ship thou e~ta.bl1sb.ed~ It 3houl4 
. 

be borne 1ll. lIl1ud that all or 3ueh agreements s:a.d conveyances were 

between eorporations, oue or ~ch completely he14 th~ :stock o~ the 

other. 

Deser1~t1on ot the Present Syst~. 

The San Clemente Dam OU the carmel River,. completed· 1u tho 
. '. . 

year 1921 'With So eapae1t"1 or about 2000 a.ere teet" attord:s the Com.-

pa~ 8. suppl"1or stored vater t03Upplemeut the nor.mal stream tl~w. 

To Monterey, a. d.1s~ee or. about .. 26 m:Uos, the vater 13 eonveyed 

tirst through 8. 24-1uch p1pe to the old C&.rmel Dam below" thence tor 

a 41stanee ot about 8 miles througll s:o. l8-inch ma1n to a p01ut reter-
. red to &s the ~yn on the vest 11ne or the Los Laureles Rancho. 

- .. 
. All or the vater users below, bO.th publiC auc1 private" are o-r couree 
depetl.d~t upon the resources aua taellities thus tar described. 

Looking at the ownership or these properties a.s the,. appea.red 1n 

1935 just prior to the1%" a.equ1s1tion by the pre~eut Compan,." ve rind, 
however, that the l8-inch ma1u erossing the Los Laureles Raneho vas 

- . 
wholl"1 Qwne4,b"1 th& Central ca11fornia Water Supply Campan"1" ,the 

. ... ,. 

pr1vate concern, wh1le the reservoir, ~, watershed land3" and 

r1parian rights on the river" together with the conneeting 24-11lch 

~n" were j01ut17 ovne6" a 65 per cent interest 1n these rac1l1t1es 

being vested in the Montere~ Co~t7W&ter Works and a 35 per cent 
, . . 

interest in the. Central California Water Supply CompaU7. 

From the "y" on the westerly l1ne or the Los Laureles 
, . - -

Rancho there are two trausm1ss1on 11ues, onepr&et1e&lly parallel-
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ing the other. The one commonly referred to as the 22-1uoh ma1n, 

whieh lla~ ·alwa,.s 'been. wholly utili t:y owned, serv&~ "t1rst to ~ppl,. 

'tlt1l1ty cons=ers along such line a.ud in Carmel and vie1u1tYi then, 

'&!ter di~charge .1'D.to the Forest Lake Reservoir, continues 1'0. var1-
- . 

ous 41ameters to su:pply Ps.e!.t1c Gro.,e e:c.d Montero:r.' The other ma.1n, 

va..:t71ng :1.u d:1.ameteor 'b-om"12 t'o l.6 ~nehez, an4 vh!.ch bofore 1.9~5 V&$ 

notl.-utllit:r owned, served t1rst the Pe"b'ble Beach &rea, "by-p&s~es 
.,.... , 

'but C01l1lects nth the Forest Lake and Pacific Grovo reseM'o1rs, and 
. .. 

then continues to tbe Hotel D&l MontfJ' and gl'"OUUds. Betore eom1ng 
. . . 

:1.nto tbe posse~sio'C. ot the pre~t Company, the Forest Lake Reservo1r 
... ,- - , . . ... 

was wholly utllity owned aud tbe Pa.e1.t1e Grove Re:sel'Vo1r wholly non-

ut1lity owned. 

These parallel1ug tranw.ss1on ma.1n.s boloW' , the Lo~ Laureles 

Rancho are ~tereonneeted at various pOints, po~tt1ng tbe use or 
, . 

bot~ in e1~her ut11.ity or nou-utlli~y serv1ce. Iu taet~ there ~e 

ut1l1ty eousumer$' service lines wh1ch take d1reetl.y or~, the no'D.-

utllity main, and likeWise thero are some so-called private services 
, ' 

whieh eOU'llect directly nth the ut1litY' Qf'C.fJ'd main. 

Tbe soeo'D.d&l7 mains and serv1eo:s use'" in the actual dis-

tribution ot vater m&~ more easily be 3egroga~ into utility e:d 

non-utility categories. 'lhe d1,st~'but1on system or the utility 

includes those t&eil1t1e~ ~101eQ d1reetly 1n supplYing, 1t~ 6700 . . 
re:sideut1&l a.n6 eommercial eonsumers iu carmel, Pa.eit1c Grove and 

Monterey, wllile the onlydistr1but10n tae1l1t1es whieh are private-

lyowned are tho$e 0: the Del Monte Properties Company located on 
. . .. 

the various pr.>rt1ons ot 1t~ owu real. estate hol<Ungs, namely, the . 
Aotel'Del NO,ute sud grounds, ineluding the golt 1iulcs au(1 polo 

-
tield, the Pebble Beach ~ and golt links, its sand plant near 

. . - ,. -
Asilomar, the Monterey Country Club, and the C:r.press, Point Golr 

Club. Tbe last m~t1oued Pl':opert:r w&s tor & time served With 

water by the public ut11.it:r ~4 yielded areveuueot about $l2,000 
", 
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annually, but when repo3sessed later ~1 the Del Konte Properties 
Company, the service theueo!orth was considered priV&te in ebar&eter 
&lthougb the phYSical r&e111t1~s used in rendering the service re-
ma.1ned uncbang"od. 

A summarization ot those portions 0: the total property 

which the record indicates are used jo1utly 1u rendering & dual ser-

Vice mFJ::r be made 83 tOllows: 
. Jointly Used "Jl&ter PrOaert1es 

"K.' l~~ owned" by predecessor utllity, the Monterey 
County W~ter Wo~ks. 

- .. "' ... 
22-1ncb tr8.tLsmissiou line s.nct ~1gbt ot way ~om 
the· ·"Y" on Lo::r. L8.u:'elez Rsneb.o to Forest LaJce " 
Reservoir; _Forest Lake Reservo1rJl .au4 laud; 30-
inch' t~&usm1ss10u l1ne ~rom Porest Lake Reservoir 
to Valve House below P&e1~~c_Qrove Reservoir; 
d1str1butiou"lD&11l.s iu .. M'ontere:r P'en1u~ Country' 
Club; meters on tr&nsm13s1~ line; certain general 
equipment. " , 

B. lO~ owned by predecessor" pr1 va.te- company, the" 
Cent~&l Californi& Water Supply Company. 

18- &ud 22-1nco tra.nsm1ss1on 11n& across Los L&ureles 
Rancho; 15- and 14-l/2-1nch tr&nsm1ssion:11ne tr~ 
"y" on Los La.urele s Rancho to Ptlm~ing Plant !1' o. 5 
below Forest L&lr:::e ReM)'rvo1l"; l2-1uch 'tra:Q.=1'~siou 
line from Pmnp1ug Pls.nt No.5 to the Valve House be- " 
low the Pac1t1c Grove'Reservo1r; 20-1ueh tran~3s10n 
line rr~ the Pacitic Grove Reservoir to Valve Rouse; 
Pacif!c Grove Reserv01r'i and.lau4; 16-iueh trans-
mission line rr~ Valve House to Hotel Del Monte; 
rights of way tor above trausmission lines. " 

c. Jointly owned by utility and private eomP!Aiez. 

W&t~r'r1Shts; vater-she6 and San Clemente> Dam"lan4$; 
San Clem6nteDw=; Carmel Dam; 24-~uCh tr&usmiss1on 
"liue trom'·SatLClemente Dam. to Carmel Ds.m; 18-inch 
trs.n=1ss1on 11ne trom Carmel Dam. to east line or 
Los La.ureles Raneho; purU'iea.t10n equ1l)ment; :Booster 
Plaut li'o. 10# and build1ng; p't1mp1ng equ1:pmout OD. 
Scarlett ~4 R&tlon ~anches; r1ghte or way tor above 
transmiss10n 11ues. 



. The record. cOllt&i~ a. gre~t amount ot tost1mony relative 

to the respective uses to whieh the various portions, or the ,Com-
:;;>&t23", s ::>roperty are now devoted. '!he ts.e-; that there is act'C1&ll:r 

- 8. jOint use,made or much or the property 13 not disputed, the'pro-

bl~ con-~ont1ng all the witnesses being to rind the most reason-

~bl& basiS tor the se~eg&t1on or ~th capital and the expenses or 
opera.t10n • 

.. , -. ~... _.. ,.. 

The CompanY', through its W1 tncss Mr. 3'euzel.. 84vaneed the 

theorY' that as'to those port1~s ot the prope~y &dm1ttedly used 

jo1ntl:r,ll' Mv1s1on shoul4 be ma.de ou the ba.sis ot'the relative 

quantity ot ws.ter' ~el,ivere4 aUU'OAll,-, ll8lZ1ely, 75 per' een.t to the 

publiC utility-serVice and 25 per cent to the nOll-utllity serV1ce. 

The Comm1s~ion f s' engineers presented exh1bi ts settiug' torth a segre-
, . . 

gatioll. on the ba.sis o! prior utility a.ud non-utility ownership, name-
·'1·... '" , • 

1y, 65 per"cent to one and '5 3)Cr 'eent to the other, the basiS 1Ib1eh 

the prc'deeessor eorpor&tionz ·had &4opted in the keeping ot' ·tbea 
, , 

aeeounts and a. segrega.tionstil1 reneeted on. ,the books or the::>re!!oent' .. . ..' " 

Compe.tz.:r. )1::-. Ar:mstrong,P the ~ueer tor the e1t1e~: iuvolVe4, 

adol)te<! 11ke l'ercent&ges. 

Tho legal theories underlying the Com~'s el&1m are not 

app11e<i nth eut1re eO'Q.s1:stenc:r. li'1r:s.t, it insists that there bas 
.. . 

never been &fl"1 <1ed1oatio11 to public use or tho~ properties s.u4 
facilities which before 1935 were-held ~u private 'ownership sue-

eessivel:r by the va.r10us p::-ivS.'te corporations. The .ta.ct that 8Ueh 

properties are now owc.ed 1>,. the same corpora.tion ,wh1eh owns the 
It, • .. 

pu~lie utility prop&rt1&s# it is els.1=ed, does not alter their pr1-

vs.te status iu the 1es.s~. 

Although thus eonten<!1ng tl:l&t 8. large pa.rt ot the whole 

pro:perty'1s held 'tor a pUl"elY' private use just a.s though 1 t were 

:st11l rems1n1ug 1n the ownership ,ot & :separate private eorpor&t1ou,P 
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the Compauy conteuds, uevertheles3, tb.&t ~or ro.te-:'1X1ng pul"poses 

the Commission must adopt & rate bo.se reflect1ng the uti11ti's' 

actual use or tb~ entire property. And the basis adVanC0d ~or ob-

ts.1U1ug that portion or the total value to be :~.331gned &5 & rate 

base tor the utility is & diVision or the totnl jo1ntly~sedeo.p1tal 

1n the ~roport1on wh1ch' the quantity or vater used in utility ser-

vice bears. to th$ tots.l qa.a:c.tit,. delivered. An ~cel>t1on 13 made, 

howover, &3 to the cla~ed value or the w&ter rights, the Co~y 

arriving at the ut1lity's portion or total cl&1me~ value tor this 

item using 8. 65 per e~t owuer3h1p·~3is. 
We e&mlot accept the COm.p&Uyl.S re~ts thus obtained. I~ 

it is eorrect in its first and fundamental premise·th&t none or"the 

properties or interests' owned by its predecessor, the Central 

C8J.1torn18. Water Supply Company', have been dedj,ea.ted to the :public . 
n,.. •. use, 1 t has no legal right to have those properties tully valued. 

tor ut11~t7 ro.te-t~ug purposes merely because' oue ar.m or the Co~~ 
pany, theut1lit7 arm, may bo aeco~ded by the other the use o~ 

propert1e:s novel' ded1es.te~ to the publiC se%WV1co. We do not mea: to 

s&7 that were the utility to show that it has 8. de~1U1te legal r1gct 

to the use or the pr1v8.to property tor ~ubl1C ut1l1t 7 purPOse5 it would 

not be en.title~ to ba.ve a ta1r value -aecorded to ~ch· & right.. _.But 

the Compe.:a.7 bas in these proceed1:ogs expressly cu.selaimed tb.&t the 

ut1l1ty bas 's.uytb.1ng m.ore thau s. ::ere perm1s:s1ve: right to use tbAt 

part o!'the property cons14ered'~r1vate, & use rev~ble at any time. 

P'ossib17, 1'0. this -respect the Compau7 b3.s concode4 too much. 

The vt'J%7' 'Q.&tur~ or the ws.ter system' thus 4evelope4 over the· years' 

bas compelled the joint owners, now a :single owner, to roeognize 
ill some degree the advantages to be, 4erived. trom its- jo1nt use· auc1 

operation. Were the Compsny to d1se&rd'tho tict10u tbat & large 

10. 



~t or th~ pro~rt,. 1s not d.e4iee.ted to the pu'bllc use" aud 'Were it 

to aeknowledge that the ut:1.11t,. parot hs.s a l"1ght to the use or the 

'Whole, 1 ts argamMlt that the clogree of aetus.l u~e 3houl4 be t8Jcen 

&3 the sole ba31s or vSlo.at10tl 'Would carr,. mOM persuasion. 

~eretore, in $ccept1ug the Com~y~s tun4amental prem1~e 
. , 

that onlY' eel-ta1n ~ts or this water pro,ert:r have been dedicated to 

the public use, the Commiss;on in valU1ng the property &etually us~ 

in the.util1ty serviee is compelled to g1ve due eaQs1der&t1~ to the 

Compauyfs admission ths.t the ut11.ity use 0: som.e pa.rteis b:r ~:te:t'&Uee .. . 
alone.. and tbat they do not b.s.ve s. der1u1te st&tus 80S used and usetul. 

property in the render1ng or 8. public.utility w&terserv1ee~ 
oJ 

With this a:ppro&eh.. we mA'1 tu.~ now to an exam1n&t1ou. or . the 

eVideuce presented l'ela.tiug to t1le question or prope~,.value. 

Estimates of Value • • 
. " . The :Compa,u,. cla.1ms tha.t the ta1%' value or its property used 

tor utility purposes 1s not less tha.u $2,568,15'. . It &do,ts the 

term ~operat1ve pro,ert:r, tr and wb&t it·'inelUdes under this head .. as 
'""" . . ~cly expl&1necl, is all the pro~rty exclusively used tor utility 

" . 

p~ses~ plu~ 75 per .cent or sJ.l· jOintly u:sed' Pl"opo;ty, l"egar41e$:S 
. , 

or prior non-utility ownerShip or ~ed1e&t1ou, except that 1t~ pror~ 

t10n or water rights to ut1l1ty use 1:5 65 per cent or the tot&l value 

el~e~ to~ that item. 

The exh1b1t~ presented by the CO~'3 Witnesses ~o not show 

the d1 vi sion or' total 1uvezted capital.: by the two predecessor' eor-' 

pors.tiou3~ nor de> they 3how either the aetual co:st or ,the cla1med 

vaJ.ue or' thosepart1cuJ.a.r trc.1ts or the s:rst«D.proport:r 'llhieh are 

partly utility used but not owe4. 'The join.tl:r used propert1e:s are 

elearly deseribed .. however .. an<1 the value ot those un1ts .. at loe.st~ 

on. au historical cost baSiS, can rea41lY'be assisn~<1. 

11. 
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~ererore, to aid in the pre~nt&tion or figures 'Which Will 

retlect,the rel&t1on~ip between the value or the system property and 

. t~t part 'Wbich hs.s previously been util1tY' owned, aud. sJ.so to :show 

. the amount or the jo1lltly used pro~rt:r upon wh1ch the Compauy applies 
~ 

a 75 per cent factor ,to obt&1u the value,or the part eons14ered ~&-

tive, t~e. folloWing Ta.ble I is pre~ted to 1ndie&te ~eh divisions. 
, . 

Thet1gures 1nd1ea.t1ug the historical cost or the non-larlded es.:;>itsJ., 

a.s well as the appr&1seCl v&lue or system lands &nd rights ot 'W&'1', are 

thosepresenteo by the Comm1ss1on~s engineers. ~e C~anyfs esti-

mate tor l&nds and rights or way is $10,767 in excess ot the CQmm1s-
, .. 

sion',s figure, an4 ror non-la.nded capital its historical cost est1ma.te 

W&S $bout $45,000 1u excess or th~ amount ~ere shown. The t1gares 
" 

1u~ea.t1ng tbe reST>ect1 vo uses to 'Wb.1ch the :!I,1stempl"opel"ties are ap-

plied, exeept 80s to those a.eeounts speeially n.oted, may ts.irly ~ 
taken.:to-:reneet,:the jU<1gment expressed by all the 'W1t'C.esses in the pro-

ceeding. 
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TABLE NO.1 ..------ -..-.... 

JfI§-IYRI~~ f:!>ST OF S'l'RIJOIVRAl.!...E.~jU'~.,l.; 
n_'I1t}.!~lT MA~ V~A90'l DEO~ffilm 3~, • .!.~~ 

I, I - Prior 6~liel'ahlp I "RJ(olusivo and JOint Use" 1 
SIt r~n~&ro'y J Cenfl\ll ".Exol. Use, Exol. Use I :Joint Use I 

I I I ,Co~blil-ed I C®nty .• Calif. 1(ater, Pl'ivate J uUIUy I UUltty& I 
11\00\. J Olassification SystOTIl I J!ate.r llks. " Suppl,y Co.', I •• se~ice I Se17ic~ I Prlvat! , 

Coo 6 
C.. 5 

0- 6 
0- 7 
C-12 
0-14 
0-16 
C-l'1 
0-1(l 
0-19 
C-20 
0-21 
C-22 
0-23 
C-24 
0-25 

T~"nIBL-g lAllDID O.~I1~ 

Lend 
Rights of Way 

Sub-total 

'l'A.~()IBL-g S'ffiUOOVAAT~ NJl1-LA!IDID OAPITAL ... ___ I _. • •• •• • 

Buildings 
ImpOunding Darns & Reservoirs 
COlleotlng Rese~{oil~ 
PUmp_ gqulI'n~nt . 
Purification Equlprr~nt 
Trananission l~ins 
Distribution l~itis 
DistrIbution Resel~oil~ & Tanka 
Hydl'6nts 
SOl'vicos 
}~Otol'8 

Mlso. Distribution Equl1~nt 
09n&r81 Xqul~ent 
Undistributed Overheads 

Sub-total 

'1.\)1't\L TNK)IBLR Sl'RU01URAL OAPI'rAL 

$ 126,167 $ l03i203 ~ 22;964 $ ~ $ 2;118 ~ 124;049 
48,206 22.161 26,~55 6J~U 41.3;65 • 

$ 174,373 $ 125,354 $ 49,019 $ .. $ 6,959 $ 165,414 

$ 13;643 $ 13;178 $ '465 $ - $ 1,6?O t llj9'l3, 
310i8'l2 2Q2;141 100;731 310.872 

9,635 6;891 2,744 9;055 
24,969 24;049 ~20 .. 22,456 2;513 
' 2,100 li860 "338 2,198 
'l53~293 354;331 398,956 '103,293 
'160;714- ?OO;714 '105,772 54;942 
261;409' 192;400 68,921 21;856 239,~3 
29j4'1o 29,4-76 .. .- . 29;4'16 
93;161 91;009 2;092 2;092 91.0$9 

130,072 " 128,365 7,707 7, '10'1 126,261 2,104 
"' '258 '258 .. 268 
33,$53 32j9?5 818 878 32; 975. 
24-1008 231993 515 .. 24 t 508* . . 

" " 

$2,454,001 $1,801,614- $592,26'1 $10,6'17 0 998,638 $1,444,666 . ..•. 

$2.620,454- $1~981.16a $641,286 $10,67'1 $1,00?797 $1,609,980 
I. 

• These a..IOOunts ore subjoot to proi'ation- b,otweo·n th&" pr~pel>tles~ 
~t The bssl0 t1gu~s are those settortb in O.R.O. Exhibits Nos. :30. 32 and 33 adjusted as per NCOI'd. 

-o(\)-

... 
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The Compauy's stu~y ot system property historical cost, ex-

elusive or organization, W1th tee lands s:d rights or W&y eppr&ised 

at th~ir present value, is $2,745,098. For non-lan4ed capital it .. ~. 

pres~ts 8. cost ~1gure or $2,499,958, vb1ch eorrespon4s c1oso17 with 
" 

th&t given. bY' the Comm1ss1on's eng1ueors &ud S.ppea.r1ug in the rore-

go1Ug ts.ble in the amount or $2,454,081. The Compau7mt1m&tes the 
'. 

cost- to reproduce new the same propert,. at $}".154,8}7. ThU8~ tor 
" . 

the structural properties it cla1m3 8. reproduction cost or appr~te-
1,. 16 per cent &bovo the1r h1storie&l cost. Theretore, ~ & eomp.a.ri-

. , 

sou is to be made between tho elaimed reproduction costs or the separate-

ly used and jointl,. used properties to corrospond With the segregations 

made 'in th&' table above, the amounts' there ill41eated _y be 11lcres.sod· 

by·epproX1mately·16·per cent. 

Table. II rolloW1ng'~'mm8rize~ the Compauy's cost stud1e~ cover-

ing the property de~d used and usetul in' the"utilitY· serVice. The· 

ftuse bas1sft or segregation or the jo1ntly used properties" &s here-
, . 
torore expl&1ned, as~es th&t 75 per cent 1~ assignAble to the ut1l1ty 

serv1eol wheres.~ the "prior oWllersh1p 'b8.s1s" re:tleets the 65 per ceut 
. " . , 

own$r~h1p ot the ut1l1t7 in the ~e properties berore their &eqais1-
~ ~ 

tion by the Compauy. 

14. . ~. 
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TABLE NO. II ----~ .. --_ ... .-... 
COMPAUY lS'l'n!AT~ ----....---- .... --------

". ~ . 
!!I.S:~RlOAL._~J~JrrI.9l!~"IS AS _o.!. _~~.!B-~lt..A9~ 

,---' _ .. -.. I • UNDEPR80"TATED • . .. DSPRY'o'iATRD "--. 
I ,---&\!O'n"81'ey ~un\y",--c·entrif-6a1Tt~s . ,. ,--w,t:font'orey countifcentre.l. Oaif£:", 
'_. __ , . . .... ,_ .. _ .. ~t __ ~!!~ __ -.i_1!~ter ltorks sWator ~~!U!X_<!O". ~~&..! _...L..\lator Works. t\iater SuP-e1l Co. r 

(a) HISroRIOAL COS'1' 
-(use~-sTsr·-

Land and Rights of Way 
Struotural Property 

'l\)tal 

(b) RKPROOOOl'IO:{ OOS"1' l®f --[use -Ba8f8T-~ 
te.nd 
RIghts of Way 

Sub-total 
struotural ~~per\y 

TOtal 

(0) REPROOJOl'ION COS1' liEU 
(Pifor O'f\n"erablp Basts) 

Le.nd 
Rights of ifay 

Sub .. total 
Struotural Property 

Total 

$ '129,893 $ "101;822 $- 28iO?& $ $> $ 
2,499,958 2,139t.~9L. . MO,?64 _. __ .::-.. _____ ," . _~ 

" . . 

$2,629,656 $2,231,016 $398,840 $ $ ~ 

$ 156;090 $ 116.268 $ 40.832 $ 166.090 ~ 115.258 $ 40.833 
89;050 66;974 22;076 69,050 66i974 22;076 

1 "245,140 . t "182.232" - , 62,908 J ' 245.140 t '162.232 - .... 62;008 
~1909 •• ~~7 .. , 2 •. 4?3t.~9 ____ -!3?,338 2,364,9~~., 2,020,921 ~,?O5 

$3,ltj.i,S37 $2,655,591 &499',246 t2,610,066 $2,203,163 $400,913 

~ 166;090 $ 115.258 $ 40;832 $ 166;090 $ 115.258 ~ 40;832 
69;050 66"914 22"076 69"050 66'974 22"076 

J "245;i'iO t" 1"82:232' .. $ 62:900 J" ··2-(5ti4'O t "162:232 • ij 62!908 
2,909,697. ,2.16?,~L ?5?.J.621, 2,364,926, 1,816,482 MS,«4 

'& • • 

$3,154,637 ~2,339,308 ta16,629 $2,610.006 $1,998,714 $&11,Z52 
::::::.:s-_~:::&:::::&:::&;:::z:::a:::::s::~ '= • ·f' I ~tT"1'"'7 , -.~ a:a:a:a a ' • J:" 

Note, Figures fro:n h'xblbits liOSt 20 and 23, adjusted as pel', recoro. - . . 
-000-

• 
~ 



Iu further expl&natio~ ot th~ Compauyfs elatme4 utility 

property value o~ $2,568,l5~ ~or r&te-~1Xjng pnrposes~ it may here 

be noted merely thst this ~igure is its e3t1m&te o~ the cost to re-

~roduce the structural properties new ($2,473,'59), less accrued 

~ depreciation ($452.,4}8) .. aucl with ls.udS' e:o.d rights 'ot va.y at their 
~ " . 

apprained value ($l82,2,2) .. estimated organization expense ($15,000), 

water rights ($l30,000)" going eo'O.ce:-n ($200,,000), a.nd work1~ e&sh 
.. f, 

capital ($20,000) a4ded. 
'. *'. -The C1t1o$ st&te in theirbr1e~ that the t&1r value o~ the 

property &etually devoted to the public use does not exeee~ $l,900,000. 

"'n.1s t1gure 1= s.rr.1ved at" as we take it .. pr1nci;p.9.J.ly by the ad<1:1.t10n 

ot'the net ad41tious and betterments to the rate base use~ by·the 

Commission in the 1926 rate proceeMug. 
A deter.m1n&t1ou &s to the most re&sonable basis ot segrogating 

those properties jointly used iu the util1ty and non-utility zerviee 

necessitates 8. ~-ther exa=1nat1on or the meth~ adopted by the 

C'ompa.n7 based upon the wa.ter use in each part or its service. 

Wa.ter Use 8.U~ SaJ.es. 

Ir the' wa.ter delivered by the Compa.uy !os in rult1llment ot 
. .. 

a continuing oblig&t1on on its part to recognize the existenee' ~t a 

pr1v&t~ right to'th1rty-!ive per. cent or the total ~nt1ty or vater 

delivered, we mnst first iu~re into the boundar1ez ot the ~r1v&te 

service a.rea.s or the ps.rt1euls.r 'W&ter uses to wb.1ch the pr1vate ser-

Vice mfJ::r be said to be atta.ehe~. Re:t'ereuee 3hould. here 'be m&C1e to 
the :::nost r'eeeut contractual agreement upon this subject. 

In the conveyauce or April 22, 19~O, by the Del Monte Prop-

erties Company to Che:ster :s:. Lovelan~ (nov succeede<1' by the Co%npan:r) ... 

the grantee beeame" obligated tor s. period or 50 years 'to :turU1l5h 

the'grautor all the vs.ter require(1 ... not e:z:e~ec11ng 35 pel" cent or the 
~ 

total ~upply dovelopee on the Carmel ~ver ... tor the pre~ent sn~ 

l6. 
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future u~ed3 or tbe grautor tor use on tbe ls.uds it then owue~ or 

that it might therea.!'terown .. lease or operate, at 8. rued e~ge 

b&sed upon tho aetual quantity o~ we.ter ~o del1vored. ~& COUV6ysnCO 

provided, however, that the character and n&ture or tbe uses to 

whicb the' grantor should s.1.'pl3' the wa.ter so ctell vered shoul<! b$ :sub-

~.rt.aut1&J.ly",the 38me a: then cX1zt1ug. Aud'tbe right to thou=e o! 

such wa.ter wa.s'ma.cte a.ppurtens.nt only to eerta.1u portions or the 

gra:c.tor's hol<:'1'C.gz .. ne.mely .. the hotel and ro:sol""t properties a.t Del 
. 

Monte ~ud,Peb'ble ,Bea.ch, including the!.r grOUll~S, golf courses, etc .. , 
,.. . . 

together:with1ts sa.uC!. plaut at Asilomar. The iustrtUl1eut expressly 

. provided that 8.3 portions or the gr8.ntort~ real e3tate hold1ug3 other 

tbsn the three just'meutione~ were dieposed or .. ' tho right to receive 

private , water tbereon should cease. 

W8.t~r 30 delivere6 is metered at several pOints or distri-

bution.-, Other than the three properties above mentiot'Led to whicb 

pr1vs:to' water is a.:ppurteus.nt, 'the princ1pa.l 'Water use '13 at the 

Monterey",?eu1usula Golf Club s.n~ the Cypress Point 'Gol!' Club. the 

latter zerv1ce i~ claimed to be private beca.use the club grouuc1s are 
" 

now' 'owued'by 'the Del Jt:onte Properties Company, altboughror ~ver&l 

years pri~~ to lS}2 they were served with ut~lity water. Some 

private water is sl:o delivered ~oc or Charge to, the Prezid1~ at 
, , 

, . 
Monterey-

Au &Uomalous situatiOn. 1$ thus :presented... It is not at all 

certain that tbe water use at the Cypress Point Go~'Clu1:> should ~ 

eousic1ere4 as & pr1vate use.. Aud it is clear tb8.t the water which 

the De~ Monte Properties Company purports 'to deliver 'Without charge 
.' ".. ." 

to the Presidio 13 not & part or its private supply. Aside ~rQm 
, . , 

the question whether or not such tree water service can be just1r1ed~ 

it must be cous1dere~ a.$ a. service or the utility rether than ono or 
," . . " . 

tho private uses re3erve~ to tho Del Monte Properties Comp~y. 

( I 



BY' so segregating the water use between. the publiC an~ 
. 

privato 3Y3t~$~ the relative ~t1t1e5 ~e11vere4 to each ~or a rive-

year peri04 are shown in the t'olloWiug .. ,t8.bula t1ou. 

1'1A'I'RR DELIVERIES 
(In lOOO,eub1e.feet,) 

10tal .. .. .. .. Total .. .. .. .. .. .. .. .. .. Util1ty .. Private .. .. .. .. .. .. Public Ut!litt Service 
: Year .. .. Ser'11ee .. Service .. .. ISome::e!c : IUdus-r:ta:r : Pub!Ic .. .. .. 

- 85;595 19,1 ~2 .. 529 12,O~ 993 29,653 
19~2 ? .. 458 8 .. 299 ,,126 74 .. ~ 26,l9l 
19" 58~129 lO~19~ 2 .. 9}2 7l .. 254 24,09l 
1934- 62 .. 320 1.5,605 2,795 80,725 25 .. 817 
1935 60,784 10,216 2,641 79,700 26J 44o 

5-Ir. 
Avorage 63 .. 445 12,489 2,491 18,431 26,444 
. 
Per cent or tot&l - public an~ private 75~ 25~ 

It 13 upon theze perce1ltages ths.t the Compau,. ma.1111" re~ts 
. . 
its claim that So reasonable Begregation or the total jointly U3ed 

:propertiee between utility and non-utility U30S shoald. be approXi-

ma.tely 15 and 25 per cen.t respectivoly. Oppo~ec! to tb1s cl&1m, 

the eities point out that the percentage: are derive~ by co~ug 
the total annual water ~elivery in eaCh class or serVice, w.oereas, 

the actual burden resting upon the system property Which arise~ rram 

the obligation to deliver to the private user at &11 t1me~ & tall 

'5 per cent or the total quantity develope4 hS3 in the' :past be'en 

exceeded during the month:s ot peak dem&'O.c1. 

Tbe objection or the Cities to tho Company~s contention is 
. . 

well taken. The rigc.ros pre~ented in the rocord :.hoW1ng the total 

water deliveries by month:s or each year over & 5-year period iud1e&te 

that the delivery tor private use varies rram & m1~ or approXimato-

lY' 4 per ceut to a ~ or approXimAtely 40 per cent. The 

eVidence :5how:s &130 tMt the ratiO 1>etweeu the max1mum and m1ll1mum 

18. 



monthly use o~ the private system varies to a gre&ter degree than 

on the utility 3yst~. For exampl~, the average 4eliverie:s in Jul7 
- . 

~or priv&te use over a 5-yoar per104 were l3 t1me~ the aversge ~or 

the month o~ Feb~, whereas the ut12~t7 deliveries 1n JulY' were 

only 1-3/4 times tho~e in lI'ebru&l7. This lesser sea.sonal ~luctua-
- . 

t10u in the utility use. results in large aegree fr~ the st&bilizing . , 

e~~ect ot ~he groatly increased water con~ptionby the fish C8nD1ng 

industry during the' Winter months S:ter the domestic load 41JUm.zhes. 

~ our conclusion &s to the fair value or the pr~erty used 

in. the public ut11it:r service :ruJ.l consideration W1l1 be given to the 

degree to Which the propert:r is used 1u·that serv1ce. 

Reasou&ble Rate Base. 

Tho'Commission's valuation witness recommended the exclusion 

ot $87,2~1 o~ Mstor1eal..eapit&l covering eerta1u property.be11eve4· 

to be uon-usetul because or extensions projected into prezeutly.,uou-

prot1table real estate subdiV1sions. To the extent that such d1s-

tr1bution m&1ns have aJ.rea.d:r been classif1ed as jOintly used property 

·lJ.'O.4 are to be prorated to utility use OU 8. vater use baSiS" . such 
.' , 

deductions 'Would be unwarrauted.. Some contention W&e ms.4e &l~o 'tb&t 

the Paciric Grove ReservOir, representing about $69,000, served no 
.' ~ -. 

useful util~ty purposo. Howover, t~s too is ela=~1f104 as jo1ut17 

used propert7 and, although ot value tor stand-by purposes only, 

~houla not be ent1rely eliminated rrom the rate 'b8.se. 

It is our conclusion, atter gLv1ng !'all consideration to all 

the cl~s or property value presented" including all intangible 

elemmlts or value, that the t&1r value of the utility ueed property 

to be talcen tor the t1X1ug ot l"a.te~ 1n this proeeecUug, 1ueluMug a 

proper allowauce tor working eap~tal but without deduet~ou tor accruod 



a.nnuity W1l1 'be &<1opt~<1, no de<!uctiotl need be me.ele trom this 3'Um to 

retlect the accrued depreciation iu the property. 

Gl'O~~ !evenues. 

~e witnes8es preseut~ &~t1m&tes ot normal water sales 
", 

tor uti11ty uses each projected tho tren~ or gro~h 1n the P&~t, but 

d1trered considerably in their t1nal conclusions. ~e actual revenue 

received over $ 5-year per10d 1u both the pub11c snd'priv&te services 

are :set out &:s tolloW's: 

GROSS REVENUES 

~o!1e ~t1!1tZ service .. .. .. .. .. .. 
: Domeatie .. .. .. Total .. Total .. .. .. .. .. and: : .. Utility .. Pr1vate .. . .. .. 

Year :~~eell&n~ou:s:Iudu~tr1&l: Public .. serv1ce .. serv1ce .. .. 
1931 $218~911 $,2,,02l '$i1~Oo8 $261,940 $30;l17 
19}2 ·,l94,,399 ,21,,809 .,l9 .. 897 .2}6,lO5 ',26,,~9 
1933 182,,097 26,559 19,,753 228,409 24, 0 
19}4 187,,067 40,m 18,,310 245,,710 26,265 

, 19}5 187,,400 41, 1 17,111 240,372 27,018 

The Comps.uyl s est1lZl&te or &verage :!"uture revenues tor the 

years 1930 to 19Zi-O 1s $256,,820. The c1ties' witness .est1m&te<1 

aver&g~ rove'C,'o.es over a }-yea.r )'er1od ot $296~915~, while the ·Com-
" 

, , 

missiou's oug:tueer eOllclu4ec! that ~or the tvo future '1ee.rs the,.' 
would average $260~lOO. Althougb the ut1l1t'1 zsl~s tor domeztic 

. ~ 

:purpoz~s mAY vtJ.r'1 considerably trom year to year 'boca'll" o~ varia-

.. . .. . .. .. .. .. 

tious in ra1ut~l and consequent water uso tor gar4en purposes" the 

above t1gar03 po1nt to the obVious fact th&t there WSoS So marlce4 

restriction or water use durtng the Gepress10n years. The Comp~ 

reports actual rovenuez or $267,178 ~ 19,6" &U~ although we are 
" 

eogo.!%Aut or the tact tbAt 19,6 ws.s s.n a.bnormal year boca-use or tho 

lateno33, or the zeazonal r~1n3> the eVi~euco clearly !ndie&tez 
, ' 

~t there ~l be 8. continued increase in water con~t~ou, ~ot 
only tor 4omest1epur,poses 'but also tor industr~al purposes in the 

fish canning 1ndustry. 
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Someth!.ng should ~ sa16 a.t this point eoncern1ng the 

water serV1ee rendere~ to th~ Presidio &~ £reo or reduced rates and 
al~o to the City or Pacific Grove tor its mun!e!~&l golt 11Uk:s. In 

each or these services the Co~an7 has received & revenue or ap-

prOX1matel~ one-halt or its'regularl~ publiShed rates. Although the 

Commission would not suggest that the Company d1scont~uue'&eeord1ug 

a,rea30~ble preference to such governmental ag~eiesl it 1$ reeom-- .'. . 

mouded th8.t such discounts as are a.ccorded be &p~11ed on a UU1torm 

ba.sis to all ws.ter delivered and that the eb.&rges 'be sut't1cient to 

at le&3t meet the eost or the service rendered. 
, 'It"i~ 'concluded that at the ra.tes presently oe1ug cha:-ged the 

Company's s.v~ra.g& gr03s revenue rea.son.a.bl,. to be s:o.tie1;pa.ted trom.' 
ut111t'::·Ws.ter ~les., "'exclud1ng the deliveries to the C,pres~ 'Po1nt 

Golt Cl:'lb, nll be -o.ot less tMn $270,000 8.unuall,.. 
" 

Ooerat1ns ExoonS8S. 

. ._c;om1~ now to ,au exrun1nat1on or .the expense,s !.ncurred .1n ,..,. "' ... ~ 6.....~ . . 
m&1Ut&1n1ug and. " opors.t1ug,. the ,l)l'Opert1&3 eons1<1or~d ,u5ed &ll(1 u~ral . 

in re%l.c:ier1ng utillty. sery:tee.,. it. l':lllst, ·be. bOl."lle 111.m11:l.4 that the eosts 

111e1c1ent to .. the properties employeci jointly ;1n,pub11e 4ud priva.te, 

serv1ce$ are 3U'Oject toe.lloeat10tl..,on sO~,,l-ea.sOIl.&ble ,:'0&313 eonsistent 

W!.tb. that adopted '£or. the 3egregat1on otthose pro,Pel"t1es,thexuelve:s. 

Cert&,in items or insurauee, .te.xfJS, .e.nt.1 annual 4e~rec~t1oD.·eha.rges 

s.repart1eula.r .' exampl.e 3. 

Since its a.equ1sit:1.01l ot the property" the.,Co~y bAs segregs.teO 

its total exp~3e3 or operation between utility an~ -o.ou-ut1l1ty ser-
vice to ,retlect &3 nearly, as possible the actual eX,Pen3e3 or each, 
but tb.ose. 1ueurred 1n,ms.1:o.t&in11lg s.n4 0,Pera.t1'!lg the ,jOintly U3~ 

property h&~e been spl"eo.C1.,on the ~31s. or pr.!o1' ow.rah1p. ItwoulC1 

be impossible here to set out.1n det&11, &11 t:e expense·· accounts 

upon wll1eb. & judgment must 'be exercised. in Ilss1gn1ug tbem Wholly or 
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partially to,the utility ~ction. Apart ~rom the item or,acnusl 
. , 

4eprec1at1ou.c~ense, the c~t~te3 pre~tod bj the w1tuezzesof 

rcasouable utility o~er~tiug'eo~te and the aver~ge aetual reporte~ 

expenses over a 5-year per106 are as follows: 

.. . .. . .. 
'OO 

~ 

: : :Comm1sS1otL. : 
: Reported : Compauy :Eng1n~r' s : Cities' · · .. · · · : . Average . : .Est1m&te : Est1m&te :Est1m&te" 

~: ______________ :_1~9~2~1-_1~92~B~:~1~~,6_-~19~4~0_:_1~~~~19~2~! __ :~19~2~~_1.2~~~: 
Source otSupply 

Pwupiug 
PurUiea.t10n 
Trans •. & D1str. 
Commercial 
General 
Taxes 

~otal 

$ 1,405 
" 3,57f-

'. 

1,,212 
l2,508 
15,228 
25,644 
18,7§3 

$ 1,515 
", 9,,800 

1,,}87 
14,lOO 
15,580 
26,600 
30,466 

$100,108 
" " 

. . 
$ 1,200 
" 8,,500 

1,,}00 
12,500 

'14,500 
27,000 
31,466 

" 

$ 1,,00 
" 8,250 

1,}00 
12,500 
14,180 
23,129· 
31 ;466 

~e expenses eb.8.rged b:r the Company to 1 ts private water 

se~1~e ,d~iug the.ssme S-year per104 averaged $9,056 por year. 
" 

", Thu3, oritz.total 5-J'ear a.verage expenses or $9',370 ,~ueu:rred·in 
" 

both serV1ces, about 90 per eent ha.z'been·s,ssigned on .. 1ts'books to 

the ,public utility oper~tions. 

Undoubtedly, most, or tho operating costs 1ncurre4 are cbarge-

3.ble directly or in la.rge. pa:ot to the utility serv1ce. ~s roz1:l ts 

trom the,~aet tbAt the operation ot & utility system, With its~. , 

eo'C.~rs a.ud exteue1ve 4istr1'bu.tion. ta.e1l1t1ez, "C.eee~s1t&to:s &n. 

annual outlay'tor bothm41uten&nce and commereial expense tar iu 

excess ¢t the cost-to serve & Single consumer t~oUSh·t&cllit1ez wh1eh 

represent a mntmUDlot distribution ell.p1t&1. . Arter ea.retully exam1u-

ins· all the ~xpeuse 1 tems covering both the utrii t7 a.nd uon.-utll:1.ty 

sorvice,- we conclude th&t the total ~'wh1eh.hBve annually been 

&ss1gc.ed to- -the· utility s.p;pro~te the :re&son&ble charges incurred" 

&l tbough the> Compa:o.,,' s a.J.loeat1o'O" 0: -particular accounts, a.ro. uot in. 

&ll ¢3.~S s.ecept&ble. 
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It 1$ reasonable to conclude that ~or 4 future year the 
.' . 

Co~y1$ erpenses~ Without depreciation, will be $98,000, & sum 
vh1eh Will allow ror iucrea.~ed operating costs and··1'Q.crea~ed water 

. . 
del1veries heretorore indicated. 

The annusJ. &llowanee tor deproc1&tion lmst '!:>e ~ded.. !he 
I " ~ • ,'" •• 

eng1neers ror both the Company au~ the COmmis$1on computed their 

OSt1m&t03 on 8. siuk1ng tuud basis, the C~~3ioufs enSineor &rr1Viug 
• ." • • •• ', • '" ,.', ~. 'or .,. • .. • .. ." ...' " ~ ... 

at au annUity relatively bigher than tbAt or the Comp~~ how~er, 
. . 

because or the use or somewhat Sborter lives. This was approX1m&tely 

$16,400, ror use With a depreeiable pro~erty value at book cost or 
'. 
ap~ro~tely $1,952,000. Adjusted to the valUation herein aeeordee, .' '...., ,.... ./ 

. ~ 

a reasonable allowance tor depreciation expense, tor use with an un-
de~reci&ted rat$ base, Will be $17,000 • 

.... ".'. :.',', .' . 0 .. " .... " 

Result·ofOperat10ns. 

OUr· discussion thus tar or the major problems preseuted in 

this . rete proceeding "must maJce 'it clearly ev1<1eut tl:l3.t the' net' 

- result· O~' ·the' utUityf. 3 operat10Q.s is dependent 1'0. a.u uuusual degree 

UpOtl. ·.t'actors. or uncert&1nty. The pr1m&ry' test 0: the reasonableo.oz3 

or rate3 ebArged~ the Comps.uy aesort:!., 13 a. t'a1r ~eturn upon the' 
~. 

value or its property, 'butthe.t value a.dm.1ttedl.y is governed 'largely 

by th~extent ot its, use 1~·the utility service.' It rate~ were' to 

be either decrea:!.e<1·or 1ueree3ed zurrieiently to m&ter1ally'1n!lu-

euee ~ter consumption by utility· petrou3, or tor any other reason 

there~e~~ve quant1tY'or ~ter ~elivered'1u the' utility zorv1ce 

:shoul<1':be increased o~ deereased, the value ot theut111ty prop-

erty would be s1m1larly 1n.t.""lueuced. The t1x&tion or'rates upon 

:such uncert&in't'a.etors may e8.311,..-les.<1' to au ineqU1'tll.blo're:ralt un-

less more tangible gu1des tor testing the ro&sooablouess ot rates 
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One such test wa3 employe6 by the Camm1esion'3 eng1noer, 

Mr. Stava,iu,presentiug h13 study ot the reeults ot o~oration, 

he having poiute6 out the practical uece3sity ot inqn1r1ng into the 

re~ts ot an &s~e4 utility operation or the entire property. He 

tou:c.~ the actual net es.rn1ngs available to the Compauy upon its en-

t1l"o property, but because its :sales or wator to tho ~l Moute Prop-
erties Compau,. were at rates greatl,. less than thoso applies.blo"· to 

the ut111t7 service, he co~ute4 also t~e assumed revenues trom all 

water s&les at t~e eXisting ut1lity rate schedules. He conceded, 

however, the possibility tb&t, were rates to be tixe4 by t~e Comm1s-

sion tor the ~tire service, the present utility seale or charges 

m1ght not be deemed J:'es.sona.ble tor the l&l"ge quantity ot water 6e-
l1vered the single customer. 

The uti11. ty rs.te Which Mr. Sta.va ap~lied to the pr1 va.te 

wa.ter deli,veries.is 25- cent3 per hun~ed cubic toet tor monthly 

quantities 1uexcess or 1000 cubic teet, the lowest rate now avail-

able to utility consumers. The rate accorded the Del Monte Properties 
. .., 

Company1s' 10 c~tsper hundred'cubic teet tor monthly use in exc~ss 

or ,0,000 cubiC teet. Its·actual average use monthly h&~been about 

2,000,000 cubic' teet, wherea~ only a'r~ or the largest utility eon-

sum~rs use as much as '30,000 cubiC teet. It would tbus 4p'pear that 

the application or 25 cents as the ut1l1ty rate to the ec.t1.ro 'private 

w&ter delivery would not retlect & re3Ult'reasonably to be expected 

were·t~e ent1ro service under the Commission's rate-tixing authority. 

Consideration must also be given to the' teet that the large quantity 

ot water 4e11vered,to this single consumer reqUires & m1~um ot 1u-

voztmOllt ill. cl1str1but1011 te.c111t1es,- 'such as sernce p1pes &U(l mot~s. 

It is regretta.ble tha.t there" 13 not aVailable more complete 

data upon which toprem1se & stu4y,ot the actual'cost ot water pr04uc-

tion and trans=1s31on to that point where the respective utility and 

non-utll!ty distribution.facilities .begin, tor were such cost &rr~ve4 
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at, j.t coul~ .. be taken to measure the :m1u1mu:m vb.ole~le rs.te wh1eh 

the ·Comps.uy ~ould. charge to each 'branch ot its s~rvice. Upon the 

recor~ bet¢re U~, it cannot be said tbat the so-ealled private water 

service rendered to the-Del Monte Pro~ert1es Co~~ yields 8. net 

retu..."'U so :ar 'beloW' the range 0: res.so'Oab1euess &3 to re~ul t 1.ll s.c. 

unf&1r discr1m1n&t1on 8.g~1n3t util1ty consumers. It =nst be COtl-

clude<!, t?leretore, that tbe test applied by Mr. Sts.vs., sud urged also 

'I 'by the cit1es, serves only to show the range betwee'C. the ms.xjmmn and 
,"" . \ 
:m1~ net revenue which m1Sht be assumed !r~ a ut1l1ty operation 

or the entire pro~erty. 
,0 these conclus1ons, the net result or 

. 
the Co~pe.~·s utility water operations reasonably to be antiCipated 

under enst1ng ra.tes is here shown .. 

Result of Ooern.t1o:c.s 

Annual Gros3 Revenue • .. .. • .. .. .. .. .. • .. .. .. .. .. • .. .. .. 4; 270,000 
Expense of Op$rat1otl. .. .. .. .. .. .. .. .. • • • .. .. • .. • .. .. .. '. ll2LOOO' 

j' ,,,' 

Net Revenue .................................... $.155~OOO' 
" .. ' . . ' ................... . .. .$2,215,,000 

'. 
Rs.te ot Return .. . . . . ... .. .. .. .. • • • • • • • • • • .. . 

-000-

The Cities contend that & rate o~ return or 5-l/2 per cent 

is adequate. The Compsny, on tbe other haud" dem&nd3 & return o~ 

7-1/2 per cent. We are o~ the opiU1o~ that neither extreme is 

jU$t1t1ed. A retUrn or &ppro~tely 6-1/2 per cent upon tho prop-
. -

erty value herein toun4 will amply protect the Compsny'~ credit and 

will be tully eammeu3ur~te With the return es-wned by comparable 

bU3~ess undertakings. 

The evidence 1ud1C&te3# theretore# that the cousumers are 

entitled to 8. reasonablo ~educt1on iu tbe rates prosently being 

che.rged. But wbS.t 13 equally important to the Company's ps.troZlS 13 

tb&t in revising ex1st1'Cg rate schedules au attempt be made to more 
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equ1tably reflect the eo~t au4 value of the service rendcre4 to 

cl&~ses of consumers and at the samc't1me to pro:ote ,the maximUm use 

or water eon~1steut With the eeouom1eal 4evelopment or the CO=p~yls 

supply. Someth1ng more sb.ow.d be ss.14 upon th1s point. 

Rate Schedules .. 

The rates at ,resent in er~ect were established b~ the Com-

mission in its Dee1~1on No. 5997~ dated December 21, 1918 (16 C.R.Coo 
. 

29') and are &S tollows: 

MON'rHLY MINIMUM PAYMENTS 

1/2 and 3!4-1uch services .. • • .. .. .. • .. .. .. .. .. .. • • .. .$l.10 
-l-iuch "services • • .. .. .. • .. . .. • • . .. .. .. .. .. ,! .50 

1-1/2-1ueh $erv1eo~, ............ ~ ......... 2 .. 25 
.. 2-incb. zerv1ces • • • .. .. • .. • .. • .. .. • .. .. • .. ,.00 
3--iuch servicos • • • .. .. .. .. • • .. • • .. • • • .. 4.00 

MONTHLY QUANTITY RATES 
, . 

First 300 cubic ~eot, or less .. • .. • • • .. • .. • • .. • .$1.10 
Next 700 cubic t'eet" per 100 cubic toot ........... oo' .:;0 
Over 1,000 cubic teet, per 100 cubiC teot .............. .25 

PRIVATE FIRE SERVICE 
.. .. .... 

2-inch and ~ler 
3-inCh • • • .. .. .. 
4-1uch • • .. .. .. • 

.. .. 

.. . .. . 
• • • • • • • • • • · .. . . .. . . . . . 
• • .. . . . . . . . 

PUBLIC USE 

• • .. .. • $2.00 per month .. . • ... ,,2.50 per month 
• • • .... :; .00' per montb 

.... .. ~ ... 
F1ro service, per month per hydrant ............. $:;.00* 
For sprinkling 3treets and roads, per 100 cubic teot ' .• 25· 
Other use at meter rates. 

*Xhe $:;.00 tire hrdrsnt rate was re~ucod iu 
_ Me.:l" or 19}4 to ;2.50 per mouth. 

-000-

Repre$$utat1ve$ o~ the eanntng 1u4ustry couteuded that the-

~re~eut rate sebe4ule does not provi~e an industrial rate tor large 

water users and 'they are compelled to pay the eamo rates charged tbe 

damcet1e user with no eou~1derat1ou being given to tho lower C03t 

or de11ver7 or large quant1t1es or water to singlo user~. It w.az 

also pOinted out that the canning 1n4ustry ~emaud tor water OCCur3 

26. 



~ur1ng the fall and wiuter months wben the domestic reqUirements 

are greatly reduced. For these various reasons the canners eou-
" 

tended that they were entitled to an industrial rate that would be 

eomp&ra~le to tbe'r&te~ charged unGer the Private Serv1co. 
... .., 

Aside !rom the que:tion o~ the reasonableness of the net earn-

ings derived., it 15 eV1clent tlls.t the Compe.ny' 5 existing rate scbedule 

nee~s some revision to er~ect a more eqUitable an~ uou-d1~er~uatory 

spread in the rate structure. The re~peet1ve classes or water 

users are ont1tled to rates commensurate with the cost or service to 

each., but for the larger users the schedule abould prOVide ~or ade-

quate m1u1mum monthly cbArge$ to assure tbe Company a reasonable re-

turn upon tbe more costly meters and services re~u1red. 

Conclusion 
We have felt compelled in th1sproceed1ng to accept tbe con-

tentiou tbat not all of tbe Compauy' s property employed 1n rendering 

water service to the Monterey Pen1u~la communitie3 has boon ~e4ie&ted 

to & public use. It would be uuts.ir to pree1pi tate the Compa.ny . 
into l1t1gat1~ upon tbat i$SU~ 1r such a result ~ be ~v01de4. 

Yet, the'pre~ent situ$t1o~ 1s an untortunate one., conducive to sus-

picion upon the p~t or utility consumers tbat tber are compelled to 

bear unneces~ costs or oper&t1ou7 and creating au unneces~ bur-

~en and eXl)e'Q.se upon both the Company &ud the Commission ill the pre-

paration ot dat~ covering the results or its utility operations tor 

rste cousider&t1o~ ~urposes. The Company shou1~, therefore, take 

all steps legally possible to bring ite eut1re 'Wster service into the 

utility field and until that is accomplished abould endeavor to so 
-. keep its records and accounts as to clearly distinguish b&tW&6n oue 

br~ch or 1ts operations an4 tbe other. Its pub11c consumers are 

entitled to iutormat1ou through annual reports covering both branCbes 

or,its service, &n~ our Order herein Will direct tbe Compauy here-

atter to ~1le such reports. 
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ORDER 
-~ .... -~ 

Compl&11l.t h&v1ug been r11e~ With the P.a11rO&d Comm1~$1on 8.$ 

euti tlo4 a.bove, public hes.nuge hs.Viug 'been held thereon, the m.a.tter 

ha.nng . 'been duly suomi tte~ and the Cocm1ssion being now tully a4v13e~ 

in the premisos, 

It 1$ hereby roun~ a3 & ~aet th&t the ~resent rate zehe~ule 
"""M'\!t 

or Calito~a Water & ~elephone Company (ro~erly Monterey' County 

Water Worke), in so tar as it d1~rer~ trom tbe schedule or ratee 
herein establisbe4, 13 uutair an~ unreaeonable and that the ratez 

herein e3t&b11sbe~ &re just sn~ re&soneble ratez to be charged tor 

the service rendered, and 

B&S1ug this Or~er upo~ the roreg01ng r1ndiug or taet and on 
the turther statements or tact eont&1ued in the Opin1on ~hieh 

preee~es this Order, 

IT IS :8ERE:sY ORDERED by the Ra.1lroa.~ Commls31on or the St&te 
or Calitornia thAt' Cal1i6ru1aW&ter'& ~elephoue Company be and it 13 

hereby authorized and d1reeted"to rile'with the Railroad COmmission, 

Within tweuty (20) da.ys trom the date or tb.!$ Order, the rollow1ug 
.. 

sChedule or rate~ ~or water 4el~vered to its eonscmers 1n aud iu the 

viCiU1ty or Monter811 p&e1r1e Grovo &u~ C4r.mel, said rates to be 

ebarge~ tor all 3erv1ce reu4ered subsequent to the ~ day ot ~tember, 

MONTELY MInMOM CHARGES 

1/2-1ueh and ,/4-1ueh 3e~ee • • • • • • • • • • • • • • $ l.20 
·1-1ueh service • • • • • • • • • • • • • • '. 1.50 

1-1/2-1uch serVice • • • • • • • • • • • • •• 2.25 
··2-1Uch service • • • • •. • •• • •••• .4.50 
'~1uch 3erv1~ • • • • • • • • • • •• 8.00 
4-1ueh service • • • • • • • • • • • • •• 12.00 
6-1uch aerv1ce • • • • • • • • • • • • •• 16.00 
8-1neh serVice • • • • • • • • .• • • • •• 24.00 
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First· 300 cubic teet, or less • • • . · . · · Non 700 cubic reet, pel" 100 cubic teot • • Next 9,000 cubic teet, per 100 cubic teet • • Next 20,000 cubic teet, per 100 cubic tee~ • • OVer 30,000 cubic teet, POI" 100 cubic teet • • 
PRIV~TE FIRE S3RVICE CO~'1:ECTIONS 

• • • 
• • • 
· · • 
• • • 
• · • 

., . 
· .. 
• · • • 
• · 

• • ~1.10 
... .28 
•• .24 
•• .22 
•• .19 

2-inch and smaller, per month ••• • • 
3-inch, per month • •• •••••••• 
4-inch, per month • •• •••••••• 

• • • • • • • • • • • $2.00 
• • • •• 2.50 

· • . • . . . . . .• 3.00 

?'O'BLIC USE 

Firo serVice, per hydrant per month ••• • • • • • 
For sprinkling streets and roads, per 100 cubic teet 
Other uses at motel" rates. 

-000-

• • • • • ~2.50 
• • • ••. • 24 

IT IS EEREBY ~ ORDERED that Calitornia Water & Telephone 
· . 

Comp~ be end it is hereby directed to tile with the Railroad Cotltllis-

zion speciel reports tor its ~onterey Di7ision covering its service ot 

water to the Del Monte P:ropert1es CO:np~ in a tOI':l silllilar to the' 

special reports required 'CO be tiled showing the results or operations 

in its various di vis10:lS. 

For cJ.l other :pu..."'":Poses, the e:ctective dc.te ot this Ord.er :;;hall 

be twenty (20) deys trom e:ld atter tho date horeo!. d 
Dated e.t Ss Francisco, Calltorn1e., this / ~- day ot J.llgust, 

1937. 

'eomr:i1ss1oners. 
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