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Decision No. s

BEFORE THE RAILROAD COMIZISSION OF TAE STATE OF CALIFORNIA

In the Latter of the Apoplication of
CARMEL DEVELOPMENT COMPANY, 2 cor-
poratlion, and CARMEL EIGHLANDS VATER
COMPANY, 2 corporation, for (a) =
certificate of public convenience and
necessity to operate a public utility
weter system at Carmel Highlends, Monterey
County, Celiforniz; (b) an order authorizing
Caermel Develonment Commany to sell and
transfer iUs water system to Carmel Elgh-
lands Water Company; a2nd (¢) an order
authorizing Issue of stock and &
promissory note or notes (and z deed of
trust in commection with szidé note or
notes) by Carmel Zighlands Water Company;
(d) an order authorizing an increzse in
the rates chnerged water users at Carmel
Highlands and fixing szid rates; ané (e)
in the alternctive, for an order
authorizing the discontinuance of water
service at Carmel Eighlends.

Application
No. 21625.
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Yorrison, Honfeld, Forster, Shumen & Clark,
by Zdward Hohfeld, and Garrett E. Elmore,
for applicant.

Dumn & St. Clalr, by Orla St. Clair, for

Carmel Eighlands VWater Users Associztion
end for certain consumers.

WAXEFIELD, COMMISSIONER:

PRELININARY OPINION AND ORDER
PENDING FINAL DECISION

Carmel Pevelopment Company, a corporation engaged in
‘the business, among others, of producing, cdilstributing and selling
water for domestic purposes at Carmel Highlands, Monterey County,
has filed an application for a general reorganization of its
utility business as entitled above. A4 supplementzl applicztion

was flled subsequently asking the Commission to Increase the




rates immediately or to permit the company to discontinue service
upon the allegation that the coxmpany ls now operating at 2 serious
out-of-pocket loss with no funds available to continue.

Pubiic hearings in this proceeding were neld at Carmel
Eighlends and the matter was submittved on briefs which are not
as yet due and nhave not been filed.

In the supplementary avplication and at the hearing
applicant requested the establishment of an Interim rate In order
to vrovide funds to maintain service pending final decision.

roel Development Company installed 2 water system about
the year 1919 to serve 2 high-class subdivision xnown as Carmel
Highlands located approximately five miles down the coast below
Carmel-by~the Sea. The tract consists of 802 zeres, of which
482 zeres have been subdivided into 222 lots. There are 130
property owners on the tract, 88 residences and two inns.

Water l1c obtained at present from two sources, namely,
San Joce Canyon end Gibson Creek. The water from San Jose Canyon

is pumped from a well and requires a transmission main of 3,419

feet of 3- and 32-inch pipe to reach the distribution systen.

Water is pumped from wells zlong Gibson Creek, the natural flow
of which also 1s diverted and delivered by gravity.

The principzl business of Carmel Development Company
is real estate operatlons. Carmel Highlands Tract was put on the
amerket by this company about 1919, whlich hos since continued to
operate the water system, sexving 2ll consumers upon demand.
Heretofore, it has contencded that its operations have not been
public utllity in character but wholly private, but tals con-
tention was zbandoned at the nearing. The controlling interest

irn the conpany has been held by J. F. Devendorf axd since his




demlse his estate, holding 19/20ths of the company's stock,

is being administered by ir. Edward Honfeld ancd Crocker First
National Bank of San Francisco, as trustees. On benalfl of
applicent, Mr. Honfeld has testiflied that the water system ls
overating a2t 2 very substantizl loss, that he Is willing that
operations be placed under tane jurisdiction and control oi the
Railroad Commlssion, and taat a certificate of public convenience
and necessity be granted for *tnis purpose. He has caused to

be formed a corporation novm as Carmel Eighlands Water Company,
in whiech it is intended to trunsfer all water properties and
pertinent rignts provided a certificate of public convenience
ané necessity to operate the public utility water systex Iis
granted and approved by the Railroad Commission.

The evidence presented in this proceeding shows that
the company has expenced since 1919 Iin water development, water
production ané distribution facilities the swm of §87,060 and
that the present operative fixed capital is approximately
$57,980, of which #20,608 is attributable to the Gibson Creek
water production facilities. The average annuel revenues obtained
from water sales for the veriod 1929-1937, inclusive, are
$4,888; the revenue for 1937 is §$4,473; and the annuzl average
operating expenses, exclusive of depreciation, for the above
9-year periocd are $8,098, and for tae yeer 1937 amounted to
$12,167. Depreciation based upon the sinking fund method at
five vercent amounts to &1,287, exclusive of the Gibson Creck
properties, and $1,700, inciuding this part of the system. The
operating expenses for the year 1937 Inciuded several ltems
walch properly should bhe amortized over a perioG of years &s
being non-recurring cmnuclly. The operating expenses for the
year 1937 may be characterized as including 2 nunber of ltems
unrezsonably extravogant and nct strictly necessary to normal
and efficient operating recuirements. Nevertheless, in making

-3




due allowance for 2ll reasonzble deductlions from operating expenses,
it is apparent that the revenues are far less than the ectual
bare cocts of production and distribution.

At present the major supply is obtalned by pumping from
the Allan well, for which an anmual royalty of $1,500 must be paid
for the mere privilege of obtaining the water. All pumping and
transportation costs must be vorne by the company. There appears
to be no possibility of eliminating this and other pumping expenses

under the present methods of operatlion. There are plans under

consideration at the present time which embrace the possibdle

development of woter from other sources, the most promising of
which provides for the fnstallation of 2 transmission main
approximately 25,000 feet in length, receiving it:c supply from
the Cormel Valley pipe line owmed and opersted by the California
Water and Telephone Company, & public utility supplylne water in
the lMonterey peninsula, embracing the cities of Monterey, Pacific
Grove and Carmel. EHowever, this project will be rather costly ané
the difficulties of financing it have not 2s yet been solved- In
the meantize, it is clear that this utility must have immediately
an increase in 1ts revenues if it can rezsonably be expected to
continue the distribution of water to i1ts consumers.

ased upon the flgures set out above, it appecrs thet
an interim order should de issuved granting a certificate of
Public convenlence and necessity ot this time to the Carmel
Development Company and authorizing it 4o n»lace in effect an
exergency schequle of rates vending final decision in this matter.

The rates at present in effect are the same a5 those

formerly charged in the Monterey Division of the Californila Water
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and Telephone Company and are as follows:

Vonthlv Minimum Pavments

1/2 and 3/4-inch £eIViCESs ~mmmmucmaa —————
l-inch services -

services

sexrvices

First 300 cubic feet Or 188 —mremmmccmmmncccman <&

Next 700 cubic feet, ner 100 cuble feet ———e————

Over 1,000 cuble feet, per 100 cubic feet wem—mwne
In th;s schedule no charges are set forth for fire protection service.
There zre several hydrants served by this water systenr and there is
a duly organizec county fire protection district operating in and
throughout the entire Carmel Highlands service area. It is proper,
therefore, that a reasonable payment for phis sexrvice should be
made to the company by the fire district. Such & rate will be
established in the emergency schedule set forth in the following

oréer.

The following form of Order is recommended.

QRDER

Carmel Development Comvany, & corporation, nhaving filed
an application as entitled above, public hearirgs having been held
thereon, and the Commission deing fully informeéd in the preomises,

The Rallroacd Commission of the State of California hereby
declares tpnat public convenience and nocessity require that Cormel

Development Company, 2 corporation, operate 2 water system in the

e
tract and parcels of real proverty &t and in the vicinlity of Carmel

Highlands, ionterey County, whickh are now, or formerly were, owned
by Carmel Development Company or by Carmel Villas Company, a
corporation, and

IT IS HEREBY ORDERED that a certificate of public con-
venlence and neccssity be and it is aerevy granted to Carmel

Development Company, a corporztion, to operate a water system in
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the tract and porcels of real property at and in the vicinity of
Carmel Highlands, Monterey County, which are now, or formerly
were, owned dy Cermel Development Company or by Carmel Villas
Company, 2 corporation.

I7 IS EEREBY FURTEER ORDERED that Carmel Development
Compery be and it is hereby directed to file with this Commission,
within thirty (30) days from the date ¢of this Qrder, the following
schedule of interim rates to be charged for all service rendered
subsequent to the 31st day of May, 1938, and to be effective until
otherwlise changed or modified by further order of this Commission:

BASIC ANNUAL CHARGE PAYABLE IN ADVANCE
DUE JANUARY lst OF BACE YEAR

VETER RATES

Monthl
Annuzl Minimun Meter Cherges Tntitlenent

cupic IFeet

1/2 ard 3/4-~inch meter 300
l-inch meter 400

14-inch meter 700

2=inch meter 900

The foregoing ennuel ninimum meter charges
will entitle the consumer each moath to

the maximum quantity of water set out above
under column Miornthly Entitlement." Tse

in excess of above "onthly Entitlements™
shall be charged each month under the fol=
lowizng Meter Quantity Rates:

Meter Quartity Retes

First 300 cubic feet or less-
Next 700 cubic feet, per 100 cublic feet
Over 1,000 cubic feet, per 100 cudic feet

Fire Hydrants

Each fire hydrant, per moitl=—we-ee—- - ————————— $2.00

*Note: Durirg the remainder of the year
1938 payments will be billed
monthly, prorated upon the basis
of the remaining months of the
yeer.
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The rates set out 2hove snhall be subject to surcharges
as follows:

Annual Minfmpum Meter Charges

1/2 and 3/4-inch meter 12.00
l1-inch meter 18.00

le-inch meter 27.00

2-inch meter - 36.00

The above surcharge udy be pald in ecual monthly
installments by the consumer.

Meter Ouantitv Rates

Fifty per cent (50%)
This surcharge is nayavle monthly.
Fire Zydrants
Bach hydrant, per zonth
-0Q0~
IT IS EEREBY FURTEER ORDERED that Carmel Development
Compeny, & corporation, be and it is hereby directed to submit
to the Railroad Commission of the State of Californicz, within
thirty (30) days from the date of this Order, rules and regulations
governing relations with 1ts consuwers for approval bty tae Rail-
road Commlssion.
For all other purvoses, the effective date of this
Order shall be twenty (20) days from ané after the cate hereof.
The foregoing Opinion ané Order are hereby approved
and ordered filed as the Opinion and Ordexr of the Reilroad

Commission of the State of Celifornic.

A
Dated at San TFrancisco, Californis, this 4( a

am , 1938.
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