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SECOND INTERIM OPINTION

Proceedings to Date

On Maxch 17, 1959, the Commission issued an oxrder insti-
tuting an investigation on its own motion into the practices, opera~
tions, comtracts, rules, facilities, and service of the Del Mar

Utilities, a public utility water corforation. This investigation

was instituted as the result of an ammouncement by the respondent

that after April 1, 1959, it would no Iongerfaccepcvapplications
requesting water sexvice to mew customers. The investigation was
instituted for the purpose of determining:

1. Whether the facilities owned or operated by the respondent
are adequate to serve the needs of the public to which its facili-
ties have been dedicated.

2. Whether the respondent has and.in the future will have an
adequate supply of water for furnishing service to present and future
customers.

3. Whether the respondent should be ordered to acquire or

obtain, by the exercise of its right of eminent domain, or otherwise,
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any additional source or sources of water for the purpose of augment-

ing its present water supply.

4, Whether the respondent should be dfdered to continue to
furnish water sexvice to its preseat consumers, and to exténd its
water service to any and all additional members of'the public to
which it has dedicated its servicé and facilities, pursuant to its
tariff rules and regulations, until the further orxder of the
Commission. |

5. Whether any other order or orders should be made.

A public hearing was held on Maxrch 24, 1959 at Del Maxr
before Examiner William L. Cole. At this hearing it developed that
the Commission staff was not, because of the lack of time innolved,y
in a position to present evidence as to the respondent's situation
relative to its sources of and requirements for water. It was stip~
ulated among the various parties at this hearing that the respondent
would accept applications for water sexrvice to mew customers pending
a further hearing and a further order of the Commission. Om
Maxch 31, 1959, the Commission issued an interim decision whereby
the respondent was oxdered to accept applications for édditional
watexr sexrvice commections, pursuant to-the ruleé ‘and regulations set
forth in its existing tariff om file with the Commission,until such
time as further hearings om this mattex have been concluded and 8-
further order of the Commission has been issued.

A second public hearing ﬁas held at Del Mar om Séptcpber 2,
1959 before Examiner Cole, at which time the matter was taken under
submission, subject to the filing of late~filed exhibits. These
exhibits have been filed. Evidence was introduced at this hearing
concerning the respondent's water requirements and the availa'ﬁility

of water to it. For the reasons hereinbelow set forth, the
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Commission has decided to issue a second interim opinion and on its —
own motion to set aside the submission of this matter and reopen the
matter for further hearings in the future.

The Respondent = City of Del Mar
zznd District Agricultural Association

As previously indicated, the respondent is a publis util-
ity water corporation serving primarily the residents of the City of
Del Maxr. The utility's service area comprises approximately 1,000
acres and its boundaries coincide approximately with the city
boundaries.

The City of Del Mar, while having been an established
comunity for some time, is a new municipality. It was incorxporated
as a ¢ity in 1959.

One of the principal consumers served by the respondent
is the 22nd District Agricultural Association. The watexr reqpi;e-“

ments of this association include those of the Del Mar Race Track.

Water Requirements

Any discussion of the respondent's water requirements
must, of course, be divided into the requirements of its present
consumers and the requirements of its comsumers in the future.

As of May 31, 1959, the respondent was serving approxi-
mately 1,040 customexs. Bésed on the growth experience for the
years 1951 through 1958, the average rate of increase in the number

of customers served is 70 per year. BRBased upon the number of cus~

tomers as of May 31, 1959, it is estimated that the maximum annual

water requirements of the respondent would be 670 acre-feet. This
estimate would have to be increased to include new customers served
by the respondent since that date im oxder to arrive at the require-

ments of the company at the present time.
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In addition to the respondent's requirement as to the
total amount of water needed annually, therec also must be taken
into consideration the amount of water needed during the peak month.
At the customer level as of the end of May 1959, this peak month
requirement was estimated at a maximm of 100 acre-feet which is
equivalent to 1.63 second-feet average continuous flow. Again this
estimate would have to be raised to get the present day requirements
because of new customers that are being supplied by the respondent.

The 22nd District Agricultural Association consumes by
far the largest amouat of water of any of the respondent's customers.
Because of the fact that its requirements so far exceed those of
other customers and because of a water reclamation project being
considered by it and the Del Max Tuxrf Club, its requirements must

be stated apart f£rom the over-all requirements'of the respondent.

The total water consumption for this association was approximately

100 acre-feet during 1953. This association's water requirements
are complicated by the fact that such requiremcntS'are‘needed
primaxily during the months f£rom June through Seétember. -

Two estimates were put in evidence as to the water require-
ments of all consumers when all of the land in the respondent's
present service area reaches its fullest development. The
Commission staff estimated that when such a comnditiom comes into
existence, the maximum annual water requirement placed on the
respondent will be 1,100 acre~feet per year. This estimate was
premised upon the assumption that the present zoning in the service
arca would remain the same for the future. The respondent's presi-
dent, on the other hand, estimated that the water requirement will
‘be approximately 1,500 acre-feet per year when full development of

the area is reached. This estimate was premised upon the assumption
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that the present zoning laws would be changed to allow more multi-

story apartments and motels with their higher use of water,

The Commission staff estimated that when full development

of the area is reached, the peak month requirement will be a maximum
of 155 acre-feet which is equivalent to 2.51 second-feet average
continuous flow.

The Commission staff did not estimate when the full
development of the area would be reached; however, the respondent's
general manager estimated that this condition could be reached
within 10 years.

Watexr Availability

Contract with City of San Diego. At the present time,

the respondent's sole source of water is the water it purchases from
the City of San Diego pursuant to a water comtract emtered into in
1925 and amended in 1955. Under the terms of this contract, the
respoadent, during yearsvwhen noxrmal water conditions prevail, is
entitled to purchase up to 724 acre~feet of water during any ome
water year., Under the terms of the comtract, & watex yéar is the
period of time commencing on November lst of ome year and extending
to October 3lst of the succeeding year.

Prior to its amendment in 1955, the contract provided
that during periods of drought, the amount of water that the
respondent can purchase during any water year would be reduced to an
amount determined by total amount of water available. Undeé the
terms of the contract, however, the amount could not be red&ced
below 543 acre~feet per water year.

Because of the terms of the 1955 amendment, & gquestion
has been raised as to whether this so-called drought provision is
still part of the amended contract or whether the respondent is

entitled to purchase up to 724 acre-feet per water year irrespective
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of the prevailing water conditions. It is apparent from an examina-
tion of the present water requirements of the respohdent‘:hat“the
outcome of this question is of prime importance to any solutiom of
the respondent's problems, The proper imterpretation of the comtract
in this regard is the subject of litigation in the Superior Court of
the‘Stace of California for the County of San Diego. The case had
not gomne to trial at the time of the second hearing in this matter.
At the time of the second hearing the respondent had already pux-
chased 580 acre-feet for the 1958-1959 water year which, of cohrse;
exceeded the 543 acre-feet lower limit under the contract. The
Supeiior Court, in the litigation referred to, reserved for detexmi-
nation at the trial the question of whether the amount of water
purchased by the xespondent in excess of 543 acxe-feet during the
1958-1959 water year shall reduce the entitlement of the respondent
for‘ﬁater during the 1959-1960 water year.

Apart from the provisions in the contract relating to the
total amount of water the réspondent can purchase during any one
water year, the contract also limited the rate at which watér could
be purchased. This maximum rate of flow is 1.65 sccond-feet during
the months from June through September and 1.0 second-feet during
the other months. When it is considered that undér present condi-
tions, the respondent requires im excess of 1.63 second-feet
continuous flow during its peak month, it is readily'apparent.that
this limitation is equally important, if not more so, than the
limitation om the annual amount of water to be purchased.

The contract does provide, however, that if the respondent
were to receive the water it purchases at a second designated point
of delivery, this maximum rate of flow limit would be raised to

2.0 second-feet. In order to be able to receive water at this




second point of delivery, it wouldkﬁéhnécessaxy to construct a pipe-
line from that point to the respondéﬁt'é existing system., The evi-
dence thows that the cost involved‘ﬁé.cdnstruct such a pipeline was
estimated by the responcdent tobe a substantial swm., If the respond=
ent did take delivery at this secondfpéint, the contract provides
that the price of the water purchasé& would be reduced by 25 per
cent.

It is apparent from an cxamination of the re3pon&ent's
present water requirements and the present amount of water available
to it that if the litigatiom refgrred to vresults in an adverse rul-
ing, it is imperative that the resbondent have a supplemental
- supply of water. This supplemental supply may be neededvirrespec-

tive ¢of the ruling and certainly will be needed to meet the future
. needs of the respondent.

Other Sources of Local Water. The first suppleﬁental

source of water to be considered is lcecal water produced from wells
in the immediate or adjacent areas in the San Dieguito Basin. In

considering this source two factors must be kept in mind. They are

the quality of water for human consumption and the quantity of the

water available.

With respect to the question of quality of water, the
evidence indicates that there are éerhaps twe areas in the San
Dieguito Basin that have water of‘sufficient quality such as to be
considered at all as a sccond source of supply. These arcas are

the upper northeastern end of the San Dieguito Basin and an area

called Gonzales Canyon.

With respect to the question of quantity, the evidence is
pot conclusive as to the amount of water that could be obtained from

these areas whether at the present time or in the future. The




evidence shows that an over~draft condition exists in this basin

and is increasing at the rate of 800 acre-feet per year. There was

evidence to-indicéxe'both#that there is adequate water to sexrve \

as a suptlemental source in Gonzales Canyon and also that there is \
not adequate water there. ’

' The ‘respondent's gemeral manager estimated that in orxder
to obtain an additiomal 400 acre~-feet pex year from this source the
initial cost would“be‘$656,000. He estimated that such a system
would increase respondent's operating costs and investment roturn
by $90,000 per year. This estimate of the initial cost imvolved
assumed that the ‘respondent would be required to-purchaée 200 acres
of land in order to be able to take 400 acre-feet of water per year.
This is due to an adjudication in the Superior Couxt of the Statc of
California for the County of San Diego involving land in this tasin‘
wherein the annual amount of water that may be pumped from wells on
the land is limited to two acre-feet per acre of land owmed. How= -
ever, the evidence did not show whether the land in Gonzdles-Canyon
or the northeastern portion of the basin were included in that
-adjudicatidn. The Commission staff did not estimate the cost of
establishing a supply of water fxrom this source.

Gemerally, it was the conclusion of the'respondent's'
management that it is not feasible to establish a supplemental
source of water from this area. The Commission staff was of the
opinion that the two areas warrant further study by respondent.

San Diego Water Authority., Members of the San Dlego County

Water Authorxty are entitled to receive water from the Colorado
River. The respondent is not eligible to become a member of this

Authorxty. The City of Del Mar is, however, eligible to become a

member but bas not as yet done so.
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If the City of Del Mar were to become a member of the
Authority the respondent would be able to purchase an estimated
additional 500 acre-feet per year from the Authority and, perhaps,
as much as an estimated additional 800 acre-feet. When a second
aqueduct is completed, it is estimated that this entitlement would
be extended to 1,700 acre-feet. It should be noted, however, that
the 800 acre-feet and 1,700 acre-feet estimates axe based om
aqueduct capacities and not upon the Authority's preferential
entitlement to Colorado River water.

It is apparent that if the respondeqt were in a position
to purchase this additional water, the respondent could protect its
present requirements. However, in order for the City of Del Mar
to become 2 member of the County Water Authority and the Metropolitan
Water District, the City would be required to pay all of the back
taxes which have been levied by the Authority and the District. The
record does not show what this cost would be to the City, but it is
estimated that it will be quite substantial.

The decision whethex oxr not to join the County Watex
Authority is, of course, a decision which must be made by the City
and camnot be made by the respondent or by this Commission. While
it is true that joining the Auvthority involves a substantial sum of
money in ordex to meet the need £or only a small additional supply
of water at the present time, it appears from the evidence that at
the present time, this source is the only assured source of addi-
tional water to the respondent. Furthermore, it would appear that
the City,in making its decision,should give some thought to its
future requirements.

Northarn California Water, There is no evidence in the

record as to what cffect, if any, the future availability of

- Northerm Califormia water would have on the respondent's situation
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or whether the City of Del Mar would have to be a member of the
County Water Authority in ordexr to be entitled to such water.

Purchases from Neighboring Water Shpplies. Thexe are two

irrigation districts in the immediate vicimity of the respondent's
service area. These districts are the Santa Fe Irrigation District
and the San Dieguito Irrigation District. Both of these districts
are members of the County Water Authority. The evidence shows: that
2 surplus ¢of water should become and remain available to these.
districts for a number of years. The cvidence shows that the
respondent contacted the office managers of these two districts for
the purpose of determining whethexr these districts would sell water
to the respondent. The evidence indicates that it is extremely
questionable whether such sales can be made. Howéver, the respond-
ent has not made formal application with these districts for water.

Additional Purchases from City of San Diegg; The evidence

also indicates that a surplus of water should become and remain
available to the City of San Diego for a number of years. The evi-
dence indicates, however, that the City of San Diego takes the
position that it cannot deliver water received from the Metxopolitan
Watexr District to amy purchaser which Is not a nember of the
Metxopolitan Water District.

Reclaimed Waterx. While not a second source of supply,

another facet of the problem must be discussed. This is the possi-
bility of the use of sewage treatment plant effluent for watering
the dirt and turf tracks at the Del Mar Race Track. A xeport was
prepared in 1956 covering this possibility. Under the three alter-
natives set forth in this report, estimated first costs range from
$67,500 to $92,000, excludirng land values, and estimated operation
costs, exciuding depreciation, range from $16.35 to $16.85 per acre-

foot of water produced. It is estimated that any of the pians

-10-
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recommended in the report would furnish 40 of the 100 acre-feet
used annually by the 22nd District Agricultural Association. This,
in turn, would reduce by 40 acre-feet annually the requirements
that the respondent must meet.

As of September 1959, neither the 2Znd District Agricul-
tural Association nox the Del Mar Turf Club had acted upon this 1956
Treport.

Water Served within City of San Diego.

The respondent serves about eight acre-feet of water to
consumers within the City of San Diego. This is water that the
respondent receives from the City of San Diego. The xespondent was
not sure whether this eight acre-feet was chaxged to its gllotment
under the water comtract.

Conclusions

It is apparent from the evidence that a very serious, if
not critical, condition exists as to the availability of water to
the respondent in order for it to meet the present and future
requirements of its consumers, particularly if the litigation
prescantly pending relative to the intexrpretation of the water con-
tract is decided adversely to the respondent. Under such 2 situa-
tion, the respondent’s requirement for this presemt watexr year
would far excced its present supply. It is apparent that under the
circumstances every cffort must be made by the respondcht to obtain
a sccond adequate source of supply. It is also apparent that pend--
ing the outcome ©f the present litigation, oxr the assurance of
another adequate source of supply, the respondent should not be
burdened with additional new consumers. In this regard, the respond-

ent will be ordered not to accept applications for new service

30 days after the effective date of this interim decision, pending

furéher order of the Commission. In orxdexr to insure that only bona
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fide applications are presemted during that time, the respondent

will be qrdered to reject all applications £iled where comstruction
will not have been commenced within 30 days after the effective

date of this intexim decision. The respondent will also be ordered
to notify the City of Del Mar of these restrictions so that the City
will be in position to advise applicants for construction permits
that water service will not be available except as,provided herein,

The respondent will be oxrdered to report to this
Coumission, on the effective date of this decision and on the first
of every month thereafter, the status of the present litigation
pending in the Superior Court of the State of California for the
County of San Diego relative to t@e interpretation of its water
contract with the City of San Diego. )

The respondent will be ordered to prepare and file with
the Commission,within 30 days after the effective date of this
interim decision, a detailed and comprehensive plan fér restricted
water service,if required, during the balance of the current water
year. Domestic needs for watexr shall receive priority over comer-
¢ial needs in the preparation of this plan.

The respondent will be ordered to request a written
guarantee from the City of San Diego, to replace the présent oral
understanding, that all water delivered by the respondent to cus-
tomers within the City of San Diego will not be charged as a part
of the water purchased by the respondent under its comtract with
the City. The respondent will be ordered to file a c¢copy of any such
written guarantee with the Commission.

The Commission is aware, as pointed out above, that the
respondent has comtacted the Santa Fe and San Dieguito Irrigation
Districts. However, the respondent will be oxdered to comtact,

within 30 days after the effective date of this decision, these two
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districts azain and also the City'of San Diego to determine on what
basis, if any, any surplus water they have may be obtained by the
respondent in suitable quactities. A

The respondent will be ordered to determine whether or not
the City of San Diego will increase the contractual maximum delivery.
rate 0£ 1.65 second-feet from the Lockwood Mesa - Torrey Pines
Pipelizne and, if so, om what basis.

The respondent will be ozdered to determine, within
20 days after the effective date of this decision, the_feasibility,
including all necessary cost estimates, of comstructing a pipeline
to the San Dieguito Reservoir, the second designated point of
delivery in the water contract, to give effect to the provisions in
the basic contract under which a delivery rate of not in excess of
two second-feet can be used and watex purch&sed at a 25 per cent
lower price.

The respondent will be ordered to determine whether or not
suitable arrangements can be made for the 22nd District Agricultural
Association to be served by the City of San Diegoe or the Santa Fe
Irrigation District.

It is the conclusior of the Commission that the evidence
is not sufficient to detexmine the feasibility of obtaining a sup-
plemental source of water from the San Dieguito Basin. For this
reason the respon&ent will be ordered to undertake a study to detex-
mine such feasibility. Such a study shall include cost estimates
for suitable well sites, water extraction rights and necessaxy

casements and all physical facilities. This study is to be com-

pleted and a copy thereof f£iled with the Commission within 90 days

after the effective date of this decisionm.
The respondent will also be ordered to file with the

Commission, within 30 days after the effective date of this decision,
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an estimate of the cost, including necessary physical plant, of
obtaining imported water for the Del Mar .area through the San Diego
County Watexr Authority with Del Mar as a member area.

The evidence indicates that the respondent should be
ordered to comply with certain of the Commission's requirements
relating to depreciation reserves and the filing of maps and con-
tracts. The following oxder includes these matters.

It is obvious that no £inal solution can be reached at this
time. There are too many future contingemcies that could radically
alter the existing situation. The outcome of the litigation over
the water contract; a decisiom by the City of Del Mar to join the
County Water Authority; a decision by the City of San Diego to entexr
into negotiations with the City of Tel Mar and the respondent for
the sale of surplus water; a decision by the two irrigation dis-
tricts to enter into negotiatioms with the respondent for the sale
of supplecmental water; the outcome of the respondent's study as to
the feasibility of the San Dieguito Basin as a supplemental souxce
of supply; or even a decision by the 22nd District Agricultural
Association to embark upon a water reclamation project would change
the situation presently confronting the respondent.  Most-of these
contingencies are matters over which the Commission has no éontrol.
Tor these xeasons, this decision shall be an interim decision only
and the matter will be reopened in order that the Commission wi11
be in a position to set further hearings in this matter when it
appears from the reports of the respondent that the situation has
been sufficiently altered so as to warrant the rendering_of‘a finél
decision. ‘

It appears to the Commission that a solution could well be
reached if the various parties, who should be vitally‘intefested in

this problem, such as the two cities involved, the irrigation

14
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distxicts, the agricultural assoclation and the respondent, would

get together in an earmest attempt to reach such a solutiom.

SECOND INTERIM ORDER

A hearing having been held, the matter having been taken
under submission and the Commission being fully informed, now there-
fore,

IT IS ORDERED:

1. That thirty days after the effective date of this interxim
oxder, the respondent shall not accept applications for new water
sexrvice conmections to any premises not previously-serﬁed, pending
further order of this Commission. Further, the respondent shall
rcject any application filed within thirty days after such effective
date where it appears to the respondent that construction of the
facilities for which the new service is desired will not have been
comenced prior to the end of the thirty-day period. The respondent.
shall forthwith motify the Clty of Del Mar, in writing, of the
restrictions against new water service connections as provided by
this paragraph and shall adﬁise the Commission, in writing, of such
notification within ten days therezfter.

2. That the respondent shall file with the Commission on the
effective date of this interim order amd on the first of every month
thereafter until further order of the Commission, a report on the
pending litigation involving the interpretation of its water com-
tract with the City éf.San Diego.

3. That the respondent shall prepare and file with the
Commission, within thirty days after the effective date of this
interinm oxder, a detailed and comprehensive plan for restricted

water service, if wrequired, to all comsumers during the balance of
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the current water year. This plan is to be prepared giving priority
to domestic needs.

4. That the respondent shall forthwith request a written
guarantee from the City of Sam Diego, to replace the present oral
understanding, that all water delivered by the respondent to custom=-
ers within the City of San Diego will not be charged as a part of
the water purchased by the respondent under its contract with the
City. The respondent shall file a copy of any such written guarantee
with the Commission within forty-five days after the effective date
of this oxder.

5. That within thirty days after the efféccive date of this
interim oxrder, the respondent shall contact the City of San Diego,
the Santa Fe Irrigation District, and the San Dieguito Irrigation
District to determine on what basis, 1f any, surplus water of these
bodies may be purchased by the respondent. The réspondent shall
repoxt, in writing, to the Commission the results of this action
within forty-five days after the effective date of this interim
decision. |

6. That within thirty days after the effective date of this
interim order the respondent shall contact the City of San Diego to
determine whether or not that City will increase the contractual
maximum delivery rate of 1.65 second-feet from the Lockwood Mesa -
Torrey Pines Pipelire and, if so, on what basis. The respondent
shall report, in writing, to the Commission within forty-£five days
after the effective date of this interim order the results of this
action.

7. That within ninety days after the effective date of this
interim order, the respondent shall determine the £easibi;ity,

including all necessaxy cost estimates, of constructing a pipeline
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to the San Dieguito Reservoir to give effect to the provisions in
its comtract with the City of San Diego for an increased delivery
rate to two second-feet, Within such nincty-day pexiod, the‘
respondent shall file with the Commission the results of its study
in this regard.

8, That within thirty days after the effective date of this
interia declsion, the respondent shall defermine whether or not
suitable arrangements can be made for the 22nd District Agricultural
Association to be sexrved by the City of San Diego or the Santa Fe
Irrigation Distriect. The respondent shall report the results of
tnis action, in writing, to the Commission within forty-five days
after the effective date of this interim oxder.

9. That the respondent shall, within ninety days after the
cffective date of this interim order, undertake and complete a
study to determine the feasibility of obtaining a supplemental
source of water from the San Dieguito Basin. Such a study shall
include cost cstimates for sultable well sites, water extraction
rights and necessary easements and all physical facilities. A copy
of this completed study shall be filed with the Commission within
this ninety~day period. |

10. That within thirty days after the effective date of this
interim decision, the respondent shall prepare an estimate of the
cost, including ncecessary ph&sical plant, of obtaining imporﬁed
water for its service area through the San Diego County Water

Authority with Del Mar as a member area., The respondent shall file

a copy of this estimate with the Commission within such thirty-day/

period. .
11. That the respondent shall file four copies of an up-to-

date comprehensive map drawn to an indicated scale not smallexr than
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600 feet to the inch, delineating by appropriate markingé the various
tracts of land and territory served, the primncipal water storage and
distribution facilities, and the location of the various properxties
of the utility. |

12. That the respondent shall determine accruals for deprecia-
tion by dividing the original cost of the utility plant less
estimated net salvage less depreclation reserve by the estimated
remaining life of the plant. The respondent shall review the
accruals as of January 1, 1960 and thereafter when major changes in
utility plant composition occur for each plant account and at inter-
vals of not more than five years. The results of these reviews shall
be submitted to the Commission.

13. That the respondent shall file in accordance with General
Order No. 96 sample copies of its standaxd form or forms of main
extension contract,

14. That the submission of this matter is set aside and the
matter is reopened for further hearings to be set in the future.

The Secretary of the Commission is directed to cause per-

sonal service of this order to be made upon Del Mar Utilities and
this order shall be effective twenty days after the completion of

such service upon the respondent.,

Dated at Sen ¥rancisco , California, thisﬂ day

of lﬁ::;22;25;/p
J




