Ed

wo ®

| Décisihqnl No\._- 84527 TR

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE SYATE OF CALIFORNIA
In the Matter of the Applicat:ion of | |
CALIFORNIA;AI‘ERIfCAN WAC‘EERiggMPANY 2. ‘

4 corporation or a € cate o ’
Public Convenience and Necessity and (%g éééggtg§e§°éo§ 3§3§2>
for authority to carry out the terms ?

of certain contracts relating to the - ‘ '
construction of facilities required

to render water service in the

px_':opqsed_j c_e:tifica:gd‘_ area.. - -

Investigation on the Commission's

own mgt: on into the operations, : , S
ractices, service, equipment, | o No. 9530 .
acilicles, rules, regulatlons, )  (pifeq apeil 3, 1973)

contracts, and water supply of the - TR Ty \ ‘

MONTEREY PENINSULA DISTRICT OF o : - o

CALIFORNIA-AMERICAN WATER COMPANY',

a corxporation. - -

Dinkelspiel, Pelavin, Steefel & Levitt, by Clamnde N.
Rosenberg, and Lenard Weiss, Attorneys at Law, Zor
CEIEorE%a-American Water Company, applicant in
A.53653 and respondent in C€.9530.

Graham & Jawmes, by Boris H. Lakusta, and David J. Marchant,

- Attorneys at Law, Donald G. Hubbard, Attorney at Law,
John M. Lotz, and James Saunders, for Standex
{aternational Corporatiom.; krank E. Garden, Hebard R.
Olsen, and Gerald A. McGrath, fog Ord 'I‘E'gacg Wat:e:.é
Quality Committee; Chickering & Gregory, by James E.
Burns, Jr., and David R. Pigott, Attorneys at Law, zor
Del Monte Properties Company; L. W. Mc Intyre, for the
City of Monterey; Allan D. lLeFevre, for Gallaway acd
Sons; John M. Moore, Attormey at Law, for Carmel Valley
Limited; Dave Stewart, for Monterey Pacific, Inc.:

John Rramer, Attormey at Law, for Richard Meffley, '
Department of Water Resources; John Crivello, for the
Cicty of Seaside; and lLoren E. Smith, and Edwin B. Lee,
for themselves; interested parties. S

Cyril M, Saroyan, Attorney .at Law, .and Melvin Mezek, for the
Comxission staff. T L

- -1..‘,\




A. 53653, C. 95%;_‘ bl

SECOND INTERIM OPINION

PROCEDURAL FRAMBEWORK

Background of First Interim Decision j

This proceeding was instituted on October 20, 1972 by the
filing of California~American Water Company's (Cal-Am) Application
No. 53653. The application seeks a certificate of . public convenience
and necessity to serve a 2,000 acre area at the top of the Los Laureles -
grade, known as Hidden Hills, near Cal-Am’s Monterey District s water
sexvice area.

Prel:bninary investigation by the staff led it to conclude
that, far from being able to supply Hidden Hills, Cal-Am‘s sources
of water supply might be inadequate to serve its present dedicated
service area. Upon recommendation of the staff Case’ Now.: : 19530, an
investigation in the Commission's own motion, was instituted on _
Apxril 3, 1973. The Orxder Imst ituting investigation COII) specified
- that the investigation was "instituted into the operations, practices,
service, equipment, facilities, rules, regulations, contracta ‘and
water supply of respondent, for the purpose of determining -
Whether respondent®s available water supply is adequa.te and sufficient
to enable it to serve new customers in additional areas for whicb. a
certificate of public convenience and necessity is being. sought or
for other areas in which the water utility would normally- serve. 3
Whether respondent s presently existing water supplies are adequate
to meet the normsl continuing growth within-areas heretofore
cextificated to it. (3) Whether there are available additional sou...ces
of supply to meet future growth in the general Monterey County area and
whether it 1s feasible for respondent to obtain. such sources of
supply." R

'Ihe oxder of ~inveatigetion wentf‘fon: ;to‘f_sny':‘ S '

R T
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"Although the scope of this investigation relates

mainly to the matter of sufficiency of available

watexr supplies, the Commission is not hereby

liniting itself from entering ary other order or

orders that may be appropriate in the lawful

exercise of the Commission's jurisdiction

based upon the record made in the hearings to be

held herein." S

The two proceedings were consolidated fqrjhgaring- and
assigned to Commissioner Holmes. Iwo days of hearing were held at
Monterey before Examiner Edmund F. Catey om april 24 and
25, 1973. Expert testimony on the subject of water resources was
presented by a staff engineer, an engineer of Cal-am's- staff, and
an engineer and a geologist empleed by the developer of Hidden Hills,
the Standard International Corporation, now known as Standex
Intexrnational Corp. (Standex). Twelve other witnesses were also heard.

At the close of the second day of hearing, before €xross=
examination of the expert witmesses, the staff moved: that Cal-sm's
Monterey District service be restricted. This motion, and other -
matters, were taken under submission, and on May 30, 1973 we issued
our interim Decision No. 81443. In that decision, after a discussion
of the evidence, we concluded that: ' '

"Pending further hearings and orders, Cal-am should
be prohibited from extending water mains to serve
any new developments in the Monterey Peninsula
Division that are not in final planning stages."

and our interim order directed that: o

"L. Until otherwise permitted by further order of this
Commission, California-American Water Company shall
not extend or accept distribution mains within ox
from its Monterey Peninsula Division system to
sexrve new developments, other than mumicipally
Sponsored redevelopment or renewal projects, unless
prior to the date of this order: '

"(a) The final subdivision map has been.
- approved for f£iling by the local
governmental body having authority

over the £iling. | DR

-3
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"(b) A subdivision agreement has been
entered into between the developer
and - the appmpriate local gove.m-
mental body.

"(e) All surety bonds, or other alternative
guarantees, covering falthful per-
formance and payment for materials,
labor, and engineering expenses have
been filed with and accepted by the
appropriate local govermmental body.'"

Subsequent to the interim order, twenty-one additional
days of hearing were held before Examiner Parke I.. Boneysteele,
two at Monterey and 19 at Seaside, and on December 12"‘ 1974
Application No. 53653 was submitted for final decision and Case No. 9530
for a second interim decision. In all, statements- were taken from
- 17 ‘representatives of civig conservation - and homeowners groups, snd

local govermmental agencies' a total of 47 witnesses testified
and 45 exhibits were received. ._ ' v '

Second Staff Motion

" The first th.ree dsys of heaxing sfter the issuance of our - -
interim order were 1arge1y directed to testimony and statements from
resldents of Hidden Hills, from civie and ‘conservation g.toups, from )
local governmental agencies, and from two ‘subdividers whose projecto
were affected by the interim ordex. Cross-exsmination of 'Cal-An's
engineer, Albert I. Bennett and staff Senior Utili:ties Eng:x.neer, e
James M. Barnes, was completed.\ '

At the sixth day of hearing, on August 17 1973 befote the
cross-examination of the consulting engineer and the consulting
geologist of Standex had been undertaken, staff counsel Cyril M.
Saroyan moved that our interim order in Decision No. 81443 should be
further strengthened by chsngin.g paragraph 1 unde:: the heading
"Conclusions to read- | . A
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Pending further hearings and orders, Cal-Am (
should be prohibited from providing water service
to any new developments in the Monterey

' Peninsula Division that do not fulfill the

requirements of Oxder Par h 1 of the
ordexr which follc:m\rs.":h_zg agrap

and by changing the first part of ordering Paragraph 1 to :

"l. Until otherwise permitted by further order
of this Commission, California American Water
Company shall not provide water service within
its Monterey Peninsula Division system. to serve
new developments, other than municipally '
sponsored redevelopments or remewal projects,
unless prior to the date of this order: . . ."

The wotion was intended to prevent the subdivision of land

adjacent to exdisting mains and the developument of- condom:!.nitms on
" existing lots. If granted as requested, however, the motion could: be

interpreted to move the cut-off date of Paragraph 1 of Dec:[s:’.on
No. 81443 forward to the effective date of this order.

The motion was taken under advisement by the examiner to
pernit all who might be affected by the motion to appear and be
heard. On October 11, 1973, the hearing reconvened, and statements
and testimony relevent to the motion were taken from representat:ives
of civic, conservation, busine.ss, and labor groups, from local cities '
and from the county of Monterey, l-Am, and. St:andex. S\:pervisor
Poyner representing the Fourth Supezv:!.so::’.al Distr:[ct of Monterey County
read a statement on behalf of the county and the mayors ‘of the six
incov-porated cities on the Peninsula by which the 1ocal governmen"al
agencies requested a 120 day delay in the cons:tderation 0% the staff
wotion during which time the county and municipalities could wexk
with the Commission staff to investigate and offer 3olutions for an-
eppropriate and acceptable fnterim order and fix the responsibil ty
for the long range solution to this cr:!‘.t::!.cal problem." ‘.the ,
supervisor explained that a local advisory comm-f.ttee had been fo"med
for Zone 1... of the Monte.rey cOunt:y Flood Com:rol and Water COnservat:ion




A. 53653, C. 9530 bl %

District (Zone 11) to work towards both an interim and a long term
solution of the area's water supply problems. (The District is a
speclal act of the legislature district created in 1947 by ‘Chapter 52
of the Water Code Appendix. The Monterey County Board' of ‘Supervisors
is the exofficio board of directors of the Districet. onxlzej_il i‘nc-l'udes‘
Cllil-m“s‘ service area and the Carmel River Valley up .vt‘io‘ﬂthe‘ heg_d’-"of_ ,
the Los Padres reservoir. It also includes the 'commmiity_ of Marina,
parts of Fort Ord, and the Canyon del Rey on -thé"mnte;reyfsalinés_" .
Eighuay, State Highway 68). o
o At the hearing of March 18, 1974 held for, among other
things, the receiving of the results of the local governments' studies,
the' Director of Public Works of the city of Monterey, L. W. Mc Intyre,
presented a letter to the Commission which indicated: that the ./
State Department of Water Resources (WR) was in the process of
conducting a study of the ground water supplies availsble in Zone 11.
The study was being financed jolntly, with DWR st:and:’.ng half of the
cost and Zone 11 and: Cal«Am splitting the other half. ) _
| The DWR report was completed on July 22, 1974, and formally
presented as Exhibit 32 at the hearing on October 1, 1974. ' The staff, -
By 2 letter dated August 23, 1974, asked' Cal-am to prepare a three
part exhibit evaluating the IWR report, describing the utility’s
plans to meet its water requirements until a long-i. range sohrce;“-of -
surface water could be developed, and presenting conclusfons and
recomendations regarding Cal-sm's ability to 'méet itﬂéff_ wéte:
Tequirements during the: ih;e:im:per:[od._ This report i;ra's'-présented :
88 Exhibit 33 following testimony on the DWR report, on October 2, 1974.
Testimony on the Cal-Am report was not completed until |
the twenty-second day of hearing on December 11, 1974. The second
staff motion was the:efore;'t'a.lcen"m'der‘lsizbrjn:{.asion’ with. t:heother :

pending items on December 12.
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Csl-Am Request to Withdraw Application No. 53653 ~

On the eighth day of hearing, October 12, 1973 counsel |
for Cal-am, Claude N. Rosenberg, stated that, in 1:'.ght of the
disposition of the Commission as evidenced by~ the: i.nt:erim o*der
restricting water service within the. ut:il:'.t:y s serv:[ce area and
teking a pragmatic and realigtic view of the situation, Cal-.Am felt
quite confident that. there was little or no likelihood of its
application being granted in its present form; and therefore, he
believed it was in the interest of all parties concerned, including
the utility the developer, and the public, that the: application be
withdrawn without prejudice. Cal-Am maintained that :f.t: hac‘l the power. _
to withdraw the application as a matter of right.:

Arguments on whether the Commssion should’ permit: the
withdrawal were heard on December 19, 1973, the fourteenth day of
hearing. At the conclusion of the argument the examiner stated that
he was taking the matter under submission uatil a solution of the
watex supply situation presented itself. Nearly a year later, at the
£inal hearing 4in this phase of the proceeding, the applicacion was
tzken under subnission for final disposition.

Ord Terrace Water Quality Committee Petition

At the ninth day of hearing, on November 19, 1973 a
committee of residents of the Ord Terrace area of Seaside presented
a petition bearing 77 signatures. 'The petitioners _complained '
about the quality of water being furnished in Ord Terrace. The
petition was supported by testimony from ten witnesses who reportedi_
problens with ixon compounds and odors of hydrogen sulfide. - '

The Ord Terrace water quality problem became an incegra.l
part of the Commission's investigation. Dm:ing the course of the
proceeding, the original sponsor of the pet::[.t::[on, Frank E. Gaxdexn,
and his principal supporter, Jerold A. McGrath, both d:[ed and’
leadership of the comittee was ultimately assumed by Mr. McGrath.‘ '
daughter, Colleen McGratb.._ : B : S
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: |
Motions of Del Mom:e Properties Compang _

On May 31, 1974, Del Monte Properties Company (Del. Monte) >
a large land owner and developer in the Monterey area, fﬂed a
"Request for Order Providing for Water Connections under Contracts
Previously Approved by the Commission". = In this documenc Del Monte
alleged that it had, pursuant to cOmm:r.ssion Dec:[s:ton No. 60908
dated October 18, 1960 in Application No. 42556, cont::!.buted the sum
of $24,400 to Ca.l-Am's predecessor as the cost of facilities to sexve
a parcel of 125.89 acres known as Deer Flats. D\.l Monte also
alleged that, in accordance with Dec:l'.si.on No. 67551 dated July 21, 196"4._
it paid the cash sum of $138,543.78 .and donated a parcel of land
valued at $16,000 for a storage tank site as’ contribucions in aig
of construction for sexrvice to a 14l. 05 acre pa.rcel known as’’
0id Capitol Tract. ‘

Del Monte sold the Deex Flats propert:y to Monterey Sev:tngs
and Loan Associa.tion on December 27, 1972. One of the terms of the
purchase and sale agreement was that the buyer be able to obtain all
necessary governmental pe.mits to develop the property. Del Monte
alleges that, unless Cal-Am’'is able to homor its contract and furnish
water serv:(.ce, Del Monte will have to take back t:he prOpecty and
return the consideration pa:t.d. ' ‘

Del Monte still. owns the 01d Capitol Tract. Cal-Am 'I.s
required to extend service under the: terms of the contract only dur_ng
a perfod ending Februa.ry 14, 1979. If the restr:[ct:ton under Decision :
No. 81443 is allowed to stand, Del Monte may lose the :anestment
it has made. :

Del Monte alleged that: Cal-Am has advised that the t:wo !
properties are the only ones in the serv:[ce area ‘where: such funds B
have been paid. It also alleges that Ca.l-Am has sa:!.d tb.at serv:!.ce to ~
the 3ubj ect proPea:t:Les will not. prejudice serv:t.ce to e:dsting customers‘,,
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4 On June 13, 1974, Del Monte filed another doement ent_tled
"Motion of Del Monte Properties Company for Recision or Mod...ficatlon |
of Interim Order Dated May 30, 1973 (CPUC Dec. No.: 81443)". 1Inm its
motion Del Monte reviewed the record of the first. seventeen days of
hearing. It "...submitted that the record, taken as a whole, flstly |
and inescapably contradicts the essentisl prem:tse upon which the
Interim Order was based. It is the position of Del Monte that ‘there
i{s no water shortage in the Monterey Peninsula at present snd no
danger of one in the immediate future and that therefore tb.e Inter:i.m-
Oxder must and should be rescinded T

' Later in the motion this position was modif:ted somewhst by

a request that: "Should the Commission feel, however, that such -
action would for any reason be insppropriate » it is submitted that, -
at the least, the Order should be modified to allow servic_e totthose
developments as to which a preliminary subdivision map had been - .
filed or accepted for f£iling as of May 30, 1973. This would allow the
Investigation to proceed at a deliberate pace, and would provide
some relief to the hard hit conmstruction industry " .

Staff counsel on Novezber 4, 1974, £iled a "Brief of Commission
Sta2ff Opposing Request by Del Monte P:Operties Company for- order _
Providing for water Connectf.ons By California—American Water Company.
Minor Procedural Events | |

On Cctober 10, 1973, the Commiss:[on issued in th:f.s :
proceeding, Decision No. 81987, granting a variance from the
requ...rements of Decision No. 81443 to pernit service to tu'o sub-
divisions that were in the "advance pla.nning stage" but d:[d not
meet, to the letter, the requi:ements of the order in Decis‘!.on i j, ‘

. No. 81443.

--On August 20 1973, Cal-Am fﬂed Application No. 54250
requesting authorit.y to sell its Monte Well Site No- 4 to the

: Redevelopment Agency of the city of Sea.s:[de. _ Beeause offthe criticsl
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water supply situation in the Monterey District, the application was"
combined with this proceeding for hearing, which hea.ring was: held-
at Seaside on October 12, 1973. Authority to- transfer the well sire .
was granted by Decision No. 82394 dated January 29 1974- |
Incorporation by Reference. |
.Izmediately prior to submission on December lZ l97~'+ .the
examiner incorporated by reference all annual reports filed with the
Commission by Cal-Am and its predecessor companies operating on ‘the
Monterey Peninsula, all effective and cancelled ta:riffs, and the
record in Application No. 48170, by which Cal-Am: acquired the wate.r
propexties of: California Water and 'I.'elephone Company - (CW&T) .
also directed Cal-An to £ile, as late-filed exhibits, copies of
American Water Works Company's Annugl Report to- Stockholders, its

Quarterly Report, and its Form 10-K filed with the Securit:.es and
| mchange COmmission. ’

: DESCRIPTION OF THE UTILITY, I’IS PARENT
CORPORATION, AND THE MON'I.‘EREY DISTRICT

Cal-am's Ooerations

Cal-Am, a wholly owned subsidiary of American Water Works
Company, Inc. (American Water Works) acquired the water utility
properties of CW&T in 1966 prior to the latter company 's merger into
General Telephone Company of California. The operations thus
acquired includecd the Monterey District. At the present time

Cal-Am serves ~water in the following distriets, in addition to the L
Monterey District- | : S R




A Principal Communitiesyﬁvf"'
District County -  part. S
Coronado -  San Diego Coronado, Tmperfal Beach,;c

San' Diego, and’ cont:!.guous’
unincorporated area. o

Sweetwater  San Diego. Netional City. Chula Vista, -
and:- cont:f.guous un:tncorporat:ed
area. = -

Baldwin . Los Angeles  Baldwin azms, Inglewood, and-
Hills o contiguous nn:tnco:porated area.

Duarte Los Angeles  Bradbury, Duarte,. wa:tndale,
B ~ Monrovia, and: com::lguousk
;Lmi.ncorporated area. L
San Marino Los Angeles. . Sen Marino,’ San: Gabriel,\"‘"-‘! B S
. -~ - Rosemead,. '.I.‘emple -City, EL Mont:e
and: contiguous unincorporated o
| area-_j, ,
Village Ventura ‘ Thousand Oaks, Camnrillo, and R
S cont:[.guous xmincorporated area-v =

As of December 31, 1973, Cal-Am prov.[ded wat:er serv:f;ce to
a total of 104,031 customers. Utility plant in. 3ervice, less
accumulated depreciation amounted to $51, 775 275, and operat::r.ng
revenues for 1973 were $12,371, 087. _

When Cal-Am acquired the CW&T proPerties pursuant to
authorization granted by Decision No. 70418 :Lssued March 8, 1966
in Application No. a8170 ,l/ it paid a cash purchase price: of
$41,734,768. The pro forma balance sheet. prese.m.ed An' that proceeding
shows 2 utility plant acquisition adjustment of’ $12, 285,371 ‘for the |
payment in excess of the book value of the propert:iee. Decision
No. 70418 provided for the amortization of $8, 799 829 of the plant: |
acqu:t.s:!.tion adjustment over a 38-’5—year pa:iod by recording annual

1/ 65 CPUC 281. ;

Served 1o Whole or. 'I.n I
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chnrges of $226 642 to Account 537, M:Lscellaneoua Amrtization._ ’I‘he
remaining $3,485,542 was to be amortized by charges of $91, 725 to
capital surplus. The decision made it clear that the plant acquisition
adjustment would not be included in rate base, that the amort:ization
would not be considered an operating expense., and that there would be
no increase in rates as a result of the proposed transfer.

With the exception of Wilford J. Hays, Cal-Am's president,
8ii of the members of Cal-Am's Board of Directors are officers of
American Water Works, or its service subsidia:v American Water WO_rksi
Service Company. Of the seven directors of Cal-im, five are also
directors of American Water Works. Mr. Hays is employed and paid by B
American Water Works Service Company. Meetings of Cal-An's board:
are held every other month, ~usually in Wilmington, Delaware, although
there have been meetings in California '

American Water Works Company, Inc. - _ - ,

The fmerican Water Works system is the largest investor
owned water utility operation in the United States.' As of December 3i,
1973, it provided water and sewer serv:’.ce to appro:c[mat:ely 1, 301 000
customers in 20 different states. Utility plant ia serv:tce, less
depreciation, amounted to $715,974, 000. Operating revenues for 1973
were $146,909,000. Cal-Am chus served 8.0 perce.nt: of Amer:tcan
Water Works' customers, comprised 7.2 percent of ‘its net or | |
deprecilated plant, and contributed 8.4 percent of its revenues. |
Description of Monterey pistrict : S

| The Monterey District provides water service to. t:he
Mont:erey Pminsula and Carmel Valley areas of Monterey Counx:y
Tncluded are the cities of Camel-by-the-Sea, Del Rey Oaks Monterey, .
Pacific Grove, Sand City, and.most of the city of Sea.side- ( In»
addition to the incorporated cities it also serves the commtmities
of Pebble Beach, Carmel Highlands, and var:f.ous communit:tes -and
develomnents in the. Camel Valley, :‘.nc...ud:[ng the v:l'.llage of Carmel
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Velley. (A small area in the Carmel Valley, just east of the Los
Lacrzales grade, is served by the Rancho Del Monte. Divis:[on of Water
West Corporation. 1Im addition the city of Seaside operates a
manicipal system in the Del Monte He:[gb.ts neighborhood of Seaside,
serving approximately 750 connections.) - :

As of December 31, 1973, the Monterey District prov:[ded
water to 28,482 customers. Utility plant in service, less depreciation
amouated to $14,089,449. Operating revenues for 1973 were $3,073 479.
The Monterey Division thus served 27.4 percent of Cal-Am's and 2.2
percent of American Water Works' customers. Net p...ant comprised
27.5 percent of Cal-Am's and 1.9 percent of American Water WOrks'

_ total pet plant. The Monterey District contributed. 24 8. percent of
Cal-Am’s and 2.1 percent of American Water Worke' total operat:l'.ng
: revenues. : : \

The Monterey District obtains most of :[ts weter supply ,
througb. diversion of the runoff of the Carmel River wetershed. The
Carmel River flows approximately 30 miles northwesterly through the
Coast Range to the Pacific Ocean, south of Carmel. It drains:
approximartely 255 square miles. The runoff of the Carmel River
watershed is collected in Los Padres and San Clemente Reservoirs
during winter months of heavy rainfall and 1is: used during the summer
sSeasor to supplement the natural stream flow. ~ Additfonal water
supply has been developed from- wells in the Carmel Valley area and
within the city of Seaside. San Clemente Dam, a eoucrete arch dax
coastxucted in 1923, is located approm’.mately 25 m:f.les upstream from
Carmel arnd Los Padres Dam, an earth £{1l dem constructed in 1948, is
about five miles upstream from San Clemente. Water is released from
Los Padres Resexvoir, flows down the Carmel River, and is. recaptured* |
in San Clemente. Stored water from San Clemente is released directly
:Lnto Cal-Am's main transmission line. Water from the 12 operating
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- wells in the Carmel Valley is puxped into. the transmission line to
supplement the surface supply. There are three booster puxps on“the
transmission line that are used to increase {es carrying capacity
In Seaside, at the far end of the system, there are 18 opera.ting we.Llu .

- Sources of water during the last five yea:rs were, in
acre-feet- | :

- Carmel : o
Carmel Valley Seaside
Year River Wells Wells Total

1970 8,552 3,127 3,808 15,487
1971 7, ,306 4,031 4 307 15,644
1972 7 370 - 4,519 4, »700 16, »389
1973 8 690 3,021 3,976 15,687
1974% 8 819 - 2,572 3,649 15 040

* Twelve-month period, December 1, 1973 thxough November
30, 1974 (Exh. 15 and Tr. 2307 2308).

( Water storage facili.ties of the system cons:’.st of Los. ‘Padres
Reservoir, with a capacity of 3,000 acre-feet, San Clemente Reservoir,
with a capacity of 1,200. acre-feet; Forest Lake, with a capacity of
340 acre-feet; Pacific Grove Resexvoir, with a capac:f.ty of 60. acre-
feet; and 59 tanks with a combined capacity of over eight mﬂl:[on
gallons (equiva.lent to 24 acre-feet). Los Padres and San Clemente
Reservoirs are collecting reservoirs, whereas Forest Lake and .
Pacific Grove Reservoirs are terminal reservoirs, used to meet peak ,
system demands. The water from San Clemente Reservoir i’.s chlorinated '
wher it is released into the transmission mafn upstream from the | |

£ilter plant. All of the supply from San Clemente is treated -
through a pressure filter plant, located approx:tmately two miles
downstream from San Clemente Dawm. The filtered water is chlorinated
again upon leaving the plant in order to ma:[ntain a chlorine residual
in the system. Water is also chlorinated when released from Foreet
Lake and Pacif:tc Grove Reservo:’.rs :Lnto the distribution system.‘ |

RN

o ',,‘
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The filtered watexr flows through about 20 m:t.les of st:eel transmission
wain, Varying in size from 22 inches to 36 iInches in diameter, into
Forest Lake, which is the principal texminal storage reservoir of the
system. The majority of this transmission main {s cement lined.

The portion of the distribution system between San Clemente and ,
Forest Lake.is served from the transmission main. Water is also
transnitted from Forest Lake into Pacific Grove Reservo:f.r, ‘the
secondary terminal st:orage reservoir, tbrough appro:d.mqtely two and’
one-half miles of 30-inch steel main. The t:ransmiss:ton and- dis-'
tribution system consists of approximately 450 miles of various types
and sizes of pipe, varying in size from 1l inch to 36 inches in
diameter. There are 46 booster pumping stations located throughout
the system to raise the water to storage elevati.ons t:hat provide
proper operat:[ng pressures for customers. The Mont:erey service area
varies in elevation from sea level to 1,172 feet.

Normal precipitation varies from 14 inches in the. Seas" de
area to over 40 inches in the upper reaches of the Carmel River Basin.

WATER REQUIRZEMENTS
Staff Estimate of Water Requirements

The staff estimate of water requirements (and also that of
available supply) was presented by Semior Utilities Engineer
James M. Barnes, a registered civil engineer who' had, before Joinirg
the Commission staff, acquired experience in the f:[elds of municipal
water works operation and planning and in economic feas:tb:.lity studies
for large water supply and irrigation projects. Mr. Barues e.xh.bit
and test:!.mony were pregented at the first two days- of heanng but
cross-examination was deferred until after our :I.nterim order.

In his report, Exhibit 2, Mr. Barnmes confined his estimate
to the existing service area. He started with recorded consumption
for 1972 of 15,895 acre-feet. Using a f:f.ve percent factor for
unaccountable losses, he est:ﬁna.ted that 1972 product:ion was. 16,950
acre-feet. To this he added 714 acr:e-feet as t:he requirement t:o serve

«’ _-13"..:?’ -
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. \“ > ‘ .

the 1,734 vacant lots then existing in the service area, which lots
he considered Cal-Am as bei.ng coumitted to gerve. He taen :L'nereesed,
this adjusted estimate to 17,462 for 1973 17, 624 for- 1974 and :
17,788 for 1975. The equivalent gtowth -rate for these estlme:ee
amounted to 0 9 percent per anmum. a - | .
- Barnmes observed in his report that residential customer o
growth over the lzst 13 years ‘has fncreased at an annuel rate of abourt
1.5 percent. He also stated that he expeeted this growth rate to
continue into the future, primarily from developments in the
weincorporated area of Monterey COunty. a.a«.e::' in the- proceedmg he
said that this growth rete could be exceeded by a 1arge amount as a-
resulc of growth ali over the Monterey Peninsula. He recognized that
nany of the developed lots for which he reserved a water supp..y
. might not be built upon for meny years, but under his concept ‘that
each lot subdivided represented a commi tment by Cal-Am to serve it,
he included them in his consideration. |
dtility Estimates of Water Requirements
Albert I. Bennett, a registered civil engineer =
employed by American Water Works Service Company, & subsidiary of
American Water Works Company, Inc., testified at the fnitfal hearings
end was cross~examined after our first interim order was :f.ssued _
Mr. Bennett has had many years expe.rience in water works engineermg
and cesign- He estimated systen deliveries of 17,960 acre-feet in®
1975, and made no allowance for umaccounted for water. His estimate, '
delivered before our interim dea:{.sion, was pot restricted to the
extsting service srea and reflected Cal~-Am’s !n:!..e;t:o::'ic‘sx1 practice of
extending the service area into adjacent contiguous territory in the

ordinary course of business Pursuant to Seet:ton 1001 of the. Public V
Utilities Code. : o ‘ o
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In Exhibit 33, Cal-Am's evaluation of tbe WR report, .
presented at the nineteenth day of hearing on October: 2, 1974 by a
Cal-fm vice president, Richard T. Sullivan, it is anticipated tbat
1975 requirements would be 18,000 acre-feet. This anount: uould
based on normal growth and pormal water consumption, increase to
21,000 acre-feet in 1980, (a compound growth rate of 3 percent) acd -
to 23,000 acre-feet in 1985 (a compound growth rate of 2-'3/8"”oercent) .
| The "normal growth" assumed by Mr. Sullivan included both
growth from within the existing service area and growtb. that would
result from extensions. outside of the service area. into: contiguous
territory which, absent our. :f.nter..m ordex; would be made in the
ordinary course. of business ' : o
Sistorical Record of Water Usage ' ST
At the third day of hearing Mr. Bennett presen ed an
- exhibit (Exkibit 15) that showed that water deliveries to the Cal-Am
system bad increased from 4,546 acre-feet in 1940 to 16,589 in 1972,
a compound growth rate of over 5 percent over the 32-year per:!.od which
included World War II. , : -
Turning to our oun records we note in Dec s:[on No. 40046
dated August 16, 1937 in Case No. 3825 —/ that sales of wa"er in: 1935
were 106,140,000 cubic-feet or 2,437 acre-feet. As noted above, 1972
recorded sales were 15,895 acre-feet. This indicated a eompound :
growth rate of over 4-1/2 percent over a’ 37-yea.. period wb:.eh :Cncruded
world War IX. ‘
| Considering the above figures, and allowing initial . |
consumption of 100 acre-feet for the East Monterey Water Serv-" ce wh..ch
commenced operations in 1940 and was acquired by Cal-im by Dec:f.s:.on '
No. 77247 dated December 23, 1969 in Applicatron No. . 51519 we ‘can
determine that the h:{.stor:l’.cal growth rate over the: 1ast forty years ,
bas been in excess'’ of four percent, considerably higher tha.n ‘the future
: growth rates forecasted by any of the expert witnesses in this

2/ 40 CR\.. 683 696.
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procecding. If a 4 percent growth rate indeliver:’.es should resune, Mr.
Sullivan's estimated water requirement of 18,000 acre-feet in 1975

would increase to 22 ,000 in 1980 and 27, 000 in 1985, much higher
than his estimstes for those years.
Other Water Requirement Information _

4 resident of the Carmel Valley, Willi.m B. Brown, :es:::‘.fied
at ‘the first and third days® hear:fng and descri bed proposed developments f
tbxoughout the Peninsula area. Mr. Brown e.,timated cbat: 3 454 um.ts |
were in the planning stage. : ~ S

Staff eng:l.neer -Barnes made a comprehens:.ve survey of
pending developments which be presented at the fifth day of hearing
oz Avgust 16, 1973 ‘relative to the request of A. R. Gallaway for
exemptidn from Decision No. 81443. Mr. Barmes discovered 31 pending
developments inside the sexvice area, comprising 861 re......dent.r.al houses,
987 condominfum units, 380 apartmenc units, 600" hotel rooms, and two
cotmercial developments "equi.ring 13 se.rvic..s. In additz.on a propo
. development contiguous to but outside of the- ser\r.tce area would have
45 single family residential unit:s. 'Ihe plann:‘.ng st:at:us of r.!:e
developmencs was as follows. S

No. of | No«.;& of ‘
Devel@mentsv Yoits, -

a. Developments Meet:ing Requ:n.remer.t:s | - o
of Interim Decision No. 81443 |, 6 1,016
b. Developments in Active Planning Stages L322
c. Developments in Inactive Planning . . ' R
- Stages | 6 - _sa1
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' Although the mmber of customers has been continu:(ng to -
rise over the period of 1971 throx.gh 1973, “absolute usage’ has t:ended
to decline. The detalls of these . trends, and figu::es for. ra:.nfall

. as observed at National Weatber Service Station No. 579.,—04 located
near Walter Coltenm Junio. Bigh School in Monterey ere*' |

Number _ . Water

- of Consumption | Precipitacion
Year Customecs Acre-feet D Inckes . ‘

1971 27,597 15,836 - 13.06

1972 27,925 16,383 1412

1973 | 28,634 15,687 27:37;
(Exhbits 29 and 31.) o

The decline can be e:'plained ‘at least in part, b the
increased precipitation in 1973 which reduced demands. fo* water for:
domestic irrigation and for watering of golf corrses. ‘ o

The reduced consumption was reflected in en updat:e whick
Mr. Sullivan gave of Mr. Beanett's estimates’ on December 10, 1974,
the tweaty-first day of hearing. Mr. Sullivan caid 1973 totsl
del.iveries to the systenm were 15, 687 acre-fee.. and: "5- 040 acre—fee-l-'
for the 12 months ended November 30, 1974 Although 1974 usege was.
dowm, rainful was also down, 16. 14 :f.nches for the first ten mom:hs‘ |
of the year, &s compared to 17.67 fnches for the same ten month.
period in 1973. The reduced rainfall would ordinarily be expected \
to increase the demand for watex for migation of golf coux°es, ...awns,“
gardens, and landscaping but some credit for the. reduced _ ‘
consumption must be glven to tl:e efforts of Cal-an’ s cust:omers t:o ‘
reduce usage and conserve water. COnsideration. mu..c a.a.so be g:f.ven
to cha.nging patterns of land use, w:'.t:h much of t:he recent growth
represented by condominium and rental apart:nem:s, planned un:[t "
developments, hot:els and- motels- - o
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Converva tion Program . ‘ .

In response to the. water "upply problem and I.n an ef"ort
to participate in the overall®efforts to reduce consumption of
electrical energy used for puping, Cal-Am ini*iated a wat:cr
conservation program early in 1974. Large usage consmers we::e
contacted to acquaint them with the need to conserve wat:er and to: offer
assis..ance in the development of individual watex con.,ervat:f.on a
programs. The District Manager included a Letter u:ging conservation
in the May billing, and the bill format was revised to show ‘ |
consumpticn in galloms in addition to humndreds of cubic feet: so that
consumers could better visualize the a:nount of water x.sed. . Specilal
cEforts were made to reduce water used to irrigate t:he seven golf
/ covrses, the "par three course,'' and the driv'f.ng range servcd by

Cal-An. A quarter page DeWSpaper- aavertisement urging t:he publ:t.c Lo
conserve water was carried in tihe area’s da:f.ly newspaper S

Mr. Sullivan reported at the December 1L, 1974 hearing
that, for the fixst ten wonths of 1974 watexr consumption by resa.den"ia"
customers was down 6.40 percent, commercial by 1.40- percen..., a
industrial by 1.11 percent, public authorities by 11.18 percent, and -
other customer classes by 16.26 percent. Water tsed for the i’.rrigc!:_on |
of golf courses was reduced 7.20 percent Although t.sage dec;.ined
the number of active services con..inued to increase, reaching 28 895
on July 31, 1974.

Mr. Sullivan said that probably .he most significant "’accor :
iz attracting the attention of the local popalacion to the water - |
supply situation was the coverage by the news med.‘.a of the
Comission s hearings and of the othe.r publice meeting., deal:tng w:itb.'
water supply. _ : :
- Cal-Am's water conservation effort:s have, however, so far
been confined to attempts to exhort and persuade its customers. It

has made no efforts to promote low water using appliances and low
water requirement landscaping. .a.t also has not at:cempted t:o ob.ain.

. -295
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local city and connty . o-d..aa.nres wideh wou_d mandate such low wa:er

using appliances and landscaping for newly const:ructed comnerciel
developments and mousing.

Evaluation of Water Requirement Estimates .

Considering the above estimates, In:[tially hade two. or
more years ago, the effects of our first interim order, trends of
usage through November 1974, ‘changing lacd use patternu, ‘and- Cal-An's
rudimentary water conservation program, we will f:f.nd that a reasonable
" estimate of the 1975 water requirement is 16, 500 a».re-feet. 2/ - Under
conditions of our irterim order this requu:emenc can be expected to
increase at a compound an~ual rate of at least 1 percent to at leas:
17,350 scre-feet for 1980 and 18,250 for 1985. - These es"lmates are
oX production rcquiremen ts for actual consuxption on..y and con::am o
regerve for eny “'commitment” to sexrve vacant lots.

It appears tb.a.t, bad not our interim order been :i:npo
and i1f some other restraint to the hook up of addits onal cu.,tomers
had not occurred, Mr. '.L:[van s estimated requirements based on
normal growth would very h.kely have turned out to be val:[d- }

water Requirements of Hidden Hills and Del Mont:e
Properties Developments

According to Application No. 53633, should Lhe E..dden Hill.. |
arez decome fully developed it would have 1, 607 cus..omers with ea ‘
annual water requirement of 630 acre-feet. 'I.‘he fz’.rse ‘year requirement
would be 104 acre-feet:- Mr. Barmes estimated the ult:_mate requirement
et 736 acre-feet. Not all of th:f.s would be i.ncrementax. usage, however, )
since the Carmel Valley Mutual Water Company > serv’...ng Hidoen Hills,
is presently receiving a temporexy emergency supply of water chrough
a 2-inch meter at the upper bourdary of t:he Rancho "’ierra Grande
subdiviuien. | TR
At the twenti ech day of hearing, October 3 1974 De‘ 'Monte
Propert:[es attorney stated that tae Deer Flats' tract would reqeire
from 50 to 80 acre-feet of wat:er per year and the Old Capi..ol ‘J‘.‘rac" ‘
from 400 to 500 acre-fee . ' : -

3/ ')?h@ stafi's _results of operations report dated May 9, 1975 |
in Cal-aAm' scurrent ApplicationNo. 54542 for a' rate increase. dases l.tsu

estimates on a-normalized water demand for t:he eest yea_ 4.975 of
...o,...»O acre~feot. : _23_ B LT :
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AVATIABLE WATER SUPPLY

The three sources of water supply available to Cal-An's
Monterey District and the amounts t:aken from each over the past five
years are set out above in the descript:f.on of the Monterey District.

As the proceeding progressed, five professional studies. of" ‘
the water supply available were presented, one each by M. Barnes of
the staff, Mr. Benmett of American Water Works Service CompanY: ‘
two by witnesses ret&ined by Standex, and- one from DWR: on behalf of
Zome 1l. In addition, a resident of the «..amel Valley offered |
information and estimates. ' ! O

' The studies of Mr. -Barnes, Mr. Bennett, and the two.
Standex witnesses wece presented at the first two days of. hearing,
but cross-examination was, as with their requirement est::tmates,
deferxred until after our interim order. '

The water supply evidence adduced at tbe first f:wo days of
hearing was diecussed: ‘briefly in our interinm opinion in Decis.uon '
No. 81443. That data together with the v'esults of the’ st:udy

esented on October 1 and 2, 1974, by Richard W.. Mﬂey,

registered civil engineer on the staff of the m are smafized
in the following tabt.latiom -

Comparison of Estima.tes
Of Available Water Supplies
- Acre-feet per Year -

Staff  Cal-am Si:eﬁdek DR
Source ‘ Barmnes | Bennett & Bean _Mefﬂ'ezg
Carmel River . . - SRR AR PE _' S
(ader present stage I S U e
of development) 8,500 9,500. 9,800 9,,500
Carmel Velley Aqu.i:Eer 5,000 5,000 10,000 - 13, 000
Seaside Aquifers = - 2,000 3,500 = 25000

\ ' 15,500' 18,000 19 8007&] 24, SOO

In reviewing the evidence we will diqcuss the Carmel R:.ver, o
the Carmel Valley aquifer, a.nd the Seaside aqu:tfers, in tbat order. R
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Carmel River Supply Estimates - : ‘

Staff engineer Barnes' estimate was based on a rev-.[ew of |
consultants* ‘reports, specifically a Kennedy Engineers report o ' / ;
Prepared in 1968, IWR's Bulletin 3 (the California Water plan), on a
review of Cal-anm's operating recoxrds, and on information available: in
the Commission's files. He also made a detailed field inspection of
the facilities. The data garnered by M. Barnes from his survey of
engineering reports indicated to him that theoretical calculations show

- that the reservoirs produce a safe annual yield of eppro:dmately ‘9,500
acre-feet. He stated, however, that he had reason to ‘doubt’ that such
a quantity could be produced in actual operation. “He said that in’
1968 the reservoir supply was’ reportedly depleted after production of

. approximately 7,500 acre-feet. In 1972 total production’ from the

- river was less than 7,000 acre-feet, and in only three of the last 14

- years did production exceed 9,500 acre-feet. _ ' ' )

On the basis of production records, Mr. Barnes reduced the
indicated safe yield to 8,500 acre-feet. . 'I‘:e historical records on .
which Mr. Barnes made the 1,000 ‘acre-feet reduction did not. indicate,
however, to what extent that available river ‘water was not diverted
by Cal-Am during winter months when the river was: rolly and’ the water
characterized by a high degree of turbidity. | ‘ S

Mr. Barnes rejected the concept of "conjunctive operation"
as propounded by Standex's witness, Mr." Stansbury (Me. Stansbury’
advocated that Cal—Am's water sources shéuld be operated in conjunction
with one another. During years of normal or above average rainfall,
it would be possible to draw more than the estimated safe. yield :Ercm |
the surface water supply. During these times, ground water. extraction
could be correspondingly reduced, and the acquifer recharged. During
dry cycles the aquifer zould be pumped more heavily to make up for the
deficit {a the surface water supply. By 0perating the surface supply
conjunctively with the ground water aquifers, the total. firm yield :
would ‘be greater than if the sources were to be operated independently-)‘ s
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Cal~Am's Mr. Bennett concluded t:hat the safe yield of the
Camel River, under its present stage of deveIOpment, was, 9, 500 acre-
Teet. This estimate was primarily based on a review of t:he same
engineering reports as studied by Mr. Barces. Mr. Bennett, however, \
relected the concept that recorded production indicated" that: his
9,300 acre-feet estimate should be reduced. In 1968 there was-a o
cexryover of 800 acre-feet left :Ln storage. Also, at times when- the
river wac high and spilling from the reservoir in’ substantial quam:'.tty,‘
it was possible to utilize the runoff bypass:[ng the filter plant by
puping from wells immediately adjacent to the stream. By this
practice Cal-am could a.vo:Ld the high cost of bac"c washing the- pressure .
fil«.ers. ‘ - , -
Standex -3 scudy of water ava:[lable from the Carmel River wes
presented by Michael R. Stansbury, a reg:f.stered civil. eng:[neer who had
had' efght years of planning and design experience wit:h IWR: before |
- Joloing the engineering firm of CH2M/HILL fn 1971.
" Mr. Stansbury reviewed f£lows previously esti.met:ed by
Kennedy Engineers, Cal-am's runoff data, and records of the United R
~ States Geological Survey (U.&G.S.) extending back to 1902.: He
- detexmined that the average amount of water available from natura.. ‘
runoff of the Carmel River at the San Clemente Dam. S:Lte was 60 000" :
- acre-feet per year. According to Mr. Stansbury, ru.noff var:f.ed from
& minimm of 8,100 acre-feet in 1931 to a naximum: of 185 000 in- 1941. -
Mr. Stansbury stressed that Cal-am's water sources should be
operated conjunctively. He estinated that, with existing ..ransmission -
faciiities, an average surface water y:f.e'!.d of 9,800 acre-feet: could
be obtained. The minimum yield that could be obtained in the driest
year would be 8,000 acre~feet. In years of lowest runoff with
ex:.sting storage facilities, it would- be necessary to make up t:he .
decreased yield by taking more from the' ground water’ supply. . This
‘would be repleni.shed in subaequent year-z by reduced dr:aft: and recha.rge
from stream flow. L s
' - Accoxding to Mr. Stansbury, t:ne ab:f.lit:y of Cal-Am to d'.(vert: o
~water ‘rom the river was severe...y restricted by the inadequate capacity-- '.
of the ::ransmission main, varying iz size from 22 :[nches r.o
: , . -24- :
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36 inches, » and heving a capacity of appro:d.mately 17 5 cubic feet ‘pexr
second (cfs). A larger main would permit diversion of water during
those times of the year when it is now. spilled down. the river. An -
iacrease in capacity to 35 cfs would increase the average ‘yield to
14,000 acre-feet and the minimum yield would be increased to 8,300.
Should the transmission main capacity be increased o 40 cfs, the'
average yield would increase to 15,400 and the min...mum yield for ‘the
driest yeer to 8,500 acre-feet.
. Benpett prepared, at the request of the 3taff Bchibit 15
~which shOwed 8 record of production of all of Cal-Am's sources for

the period 1940-1972- Diversions from the Carmel River: varied from
4631 acre-feet.in 1940 to a high of 9830 in 1965. As shown in the
dizcussion of water sources set out above in the description of the
Monterey District, the most watexr ‘taken from the- xiver in the last.
five years was 8,819 acre~feet diverted in the *welve-month period
eaded Novembex 30, 1974. - - : |

Mr. Meffley's IWR study, presented on October 1 1974 was
directed prima.rily to ground water availsble from the Carmel Valley
and Seaside basins and the background of that report will be
described when we consider those problems-v As a. part of" the ground
water study, howevexr, Mr. Meffley investigated surface flow of the
Carmel River. ' o L |

In general Mr. Meffley s conclusions paralleled Mr., o
Stensbury 8. He revicwed the same data but presented his estimates - \/
for "weter years" extending from October 1 to September 30. - He
estimated average runoff as 61,900 acre-feet, witb. a minimum of 7,200
in 1930-31 and a maximum of 209,000 acre—feet in 1940-41.‘ Mr.. Fefﬂey
concluded that the Carmel River could contribute 9, 500 acre-feet a

to the near term water ..equrirementa of Cal-Am's Monterey District
oer'vice area. ' S S _
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Evaluation of Carmel River Supply Estimates

It is readily apparent that the Carmel River is the key-
to the Monterey area water supply problem, both as a source of
surface water taken directly from the stream and: :'.n. 1t:<* role of
replenisher of the aquifer comprising the underground reservoir
underlying the Carmel Valley. It is reassuring t:o 1ea.'r.'n that: an
annusl average of 60,000 or 61,000 acre-feet (less required
releases for fishery maintenance) can be expected from this source,
should it ultimately be developed to the maximum extent possible-

After evaluating the expert testinony, cons:l:dering ‘the
denial of Mr. Bemnett that the reservoirs were act:unlly completely
depleted in 1968; considering the xecoxrded minfimum: dry year £flows
and the historical record of diversions and the limited capeb:tlit:!.es
of the transmission main; and accepting the concept of conjunctive
' operation, we will find that the amount of water. that can reliably
be expected from the Carmel River in its present stage of

developument and with existing transmission facﬂities :!;s 9 000
acre-feec.

Carmel Valley Aq_uifer Supply Estimates

Both Mr. Bartes and Mr. Bennett based their conclusions as
to the safe yield of the Carmel Valley aquifer on a st:udY prepared.
for Xernedy Engineers by Dames and Moore, consulting geolog:l‘.scs, which
etudy comprised Appendix A of the Kennedy report, and a.lso on: DWR
Bulletin 3. - Using these report:s as a2 basis, they both: concluded

that:5,000 acre-feet was a reasonable "safe annual yield" from t:he

In an attempt to show. th,a.t considerably more. wat:er was | |
available from the Carmel Valley aquifer and' could be used to serve
the Ef{dden Hills development, ~Staundex retained. Ro‘oert: ‘1’.‘ Bean, a
reglstered geologist who had been, prior to 1966, a Supervis:[ng
Engineering Geologist with IWR, and who r_hen served as a. technical

advisor on hydrolegy for the Un:f.ted Nations befor«. ent:ering pr:t.vate
pract:f.ce in 1971. : : Wl
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Mr. Bean estimated the watex storage ‘capac':[ty'v‘ of the
alluvial £111 of the Carmel Valley by utilizing a surface area of
2,625 acres for that part of the aquifer east of Potrexo Canyonm, -

e saturated thickness of aquifer of 65 feet: ‘and a spec:[f:[c yield-[*-/-f
of 0.22, to obtain a gross storage capacit:y of 37,537 a.cre-feec. By
limiting the study area to that east of Potrero Canyon he felt that
bhe eliminated the danger of seawater intrusion result::[ng from a draw-
down of the water table. He recognized that it was pot: feasible or
practicable to drill enough wells to approach complete dewatering of
the saturated aquifer materials, and concluded that the usable
groundwater storage capacity of the Carmel Valley aquifer east of
Potxrezro Canyon, below a depth of 20 feet from the ground surface is
2t least 15,000 acre~feet. By utﬂi.zing data on surface inflow into
the Carmel Valley for the two successive driest years since 1902
(the water years 1960 and 1961), Mr. Besn determined” that the saf.e
- yield of the aquifer would be somewhat: above 10, ,000.. acre-feet:. In
other years the yield would have been up to 15,000 acre-feet: or more.
. Mr. Bean emphatically endorsed conjunctive oPeration of
surface and ground water supplies. He pointed out that: the: aqu:Lfer
was, in itself, an underground reservoir, one having a gross storage
capacity many times the combined capacities of San Clemem:e and N
Los Padres reservoirs (37,000 vs. 1,200 and 3, 000 acre-feet) In bhis
professional opinion, the underground reservoir is readily rechargeo
from the flow of the river, and bas the advantage of baving 1i;tc1e :
if 2ny loss of carry-over storage from one year to tb.e next by
evaporation. Mr. Bean pointed out that conjunctive operat:ton of
ground wata: and surface water reservoirs kas been successfully

3°¢°mplished for many years in nearby areas, pa.rt:[cularly :!.n the ‘
Santa CIara and Salinas Valleys. o o

4l Spec:(f:.c yield is the water 3torage capacity of a tmit volume
- of material. - o




Mr. Bean was retained by Standex on: April 3, 1973 the date
of opening of Case No. 9530, and bis completed report was presented
at the second day of hearing on April 25, 1973. The startling
conclusion of Mr. Bean, after his. necessarily hurried study, that from
two to three times the amount of water estimated by Dames and- Moore,
and adopted by Messers. Barnes, and Bennett, was available from the’
Cermel Valley aquifer, was one of the reasons which caused the Zone il
advisory committee to initiate the DWR study. | |

The report of the DWR, edmitted as Exhibit 32 on Octo‘ber 1

1974, was prepared by Mr. Meffley and Richard S. Brown, Assistant

Engineering Geologist under the direction of CarlL. Stetson, District
Ecgineer. Mr. Meffley and Mr. Brovnwere assisted by a crew of four other
technical people. The contract for the reportwas entered intoon
January 29, 1574, and the report was distributedon July 22 1974. ’I.‘he cost .
of the report was $30,000, half of whichwas borne by Imtand the other ha‘.!.f by :
Zone 11 and Cal-am. Mr. I’effley testified to the report at our hearings

The approach used by the IWR group was somewhat sﬁnilar
to that of Mr. Bean. A detafled geologic map of the perimeter of
the valley was made to determine the areal extent of the alluvium
and of the older geologic formations that extend under the. valley.
In this endeavor they were supported by an unpublished mapping Mde
by 0. E. Bowen, which study will be published by the California
Division of Mines and Geology. |

Data from well drillers' logs was used to estimate the
deptn of the alluvium and to determine a Speeific yield. A
refraction survey-‘y was run across the mouth of the Carmel R_.ver to

detexmine if there was a granite ledge serving as a barrier to sea
water intrusion. ’ : |

S/ The refraction survey was conducted by inducing & pulse of sound
waves into the alluvium and measuring the time required for eebos

cansed by the sound waves hitting bedroc«c to. return to the
surface. : _
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Mr. Meffley concluded that the alluvial ares of the valley
was 4,210 acres having an average depth of 76.5 feet. The refraction
survey, however, showed no granite barrier at the mouth o.. the river,
so Mr. Meffley eliminated the area west of the Mt. D:Lablo Meridian
from consideration. The meridian is slightly east of the Coast
Highway, State Highway 1, and sbout two miles west of Potrero Canyon,
the landmark used by Mx. Bean as a cut off point. 'J,'his approacb.
Teduced the usable zlluvial area to 3,670 acres. |

Mr. Meffley then determined the mean specific yield of the
aquifer to be 0.2359. Estimating the net excraction during 1972 as
6,700 acre-feet, and measuring the lowering of the mean: wat:er table
as being only 9.6 feet below the level of the Carmel River
bed, he concluded that additfonal well f:[elds could be developed
to operate the basin more extensively. Such: fields could lower the
average water table another 10 feet over that reached in 1972 and
provide an additional 8,600 acre-feet, :anreas:tng the total yield
to 15,000 acre-feet. Not all of the 15, 000 acre-feet would be
aveilable for use by Cal-Am, however, considering t:hat Water Wes!:

extracts some water and water is pumped by privm:e users for irr:.gatj.on -
of agr:.cult:ural lands. «

Mr. Meffley stated that pemeabilities of the alluvium
are high. Percolation from the river, minor tributaries, 'and winter
precipitation world recharge the additional draft on the basin in  ~
average or better than average rainfall yeers. Although t:he period
of his study, the water year from Oc:ober 1, 1972 to September 30, 1973,
was one of the wetter yeaxrs on record, Mr.: Meffley was- confident tha"
the usable storage capacity of the aquifer east of the Mt.. Diablo
Meridian, which he determined to contain 39,300 acre-feet: in the fall
of 1972 and 52,500 in the Spring of 1973, was sufficient: to prov:[de
bis estimated safe annual yield 'of about 15,000 acre-feet, which
would, after allowing for local valley use, make available 13,000
acre-feet of ground watexr t:o Cal-Am. | '
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Mr. Meffley's report concluded with a statement that a
more detalled study of the Carmel Valley ground wat:er basin would:
not be justified without additional data. ~ Such additional’ data wou...d
not substantially refine the results .of the initial WR study but
might increase the level of confidence in the results. One. of the
topics recomended for future study wss the conduct:iag of oelsmc '
studies across the valley at four locations for the purpose of '
determining the thickness of the alluvium.

Mr. Meffley testified, however, that he felt that his group
had sufficient data to accomplish the scope of the first DWR
assigoment without undertaldug any fuxther studies.

Cal-sm, in the appraisal of the IWR report: requested by the
staff (Exhibit 33 presented by Mr. Sullivan), stated that it: had no-
basis for disagreeing with the IWR conclusion that- the Carmel Valley

. aquifer could provide a sustained annual yield of about 15,000 acre~ "
feet or that the water table could be lowered an additional 10 fee.t:-
It also stated that it agreed with the- IWR contention that- addit::[onal
wells can be developed in the valley as water requi.rements :
necessitate, dependent upon the availability of well sites, the
issuance of necessary permits, and adequate treatment of t:he well
water. ' SRR

The only witness who disputed the IWR was Edwin B. Lee, |
an engineenng physicist who is a resident of the Carme.l Valley. _
Mr. Lee's primary concern was that pumping from the aquifer was already
destroying Pbreamphytes— growing on the valley floor, parc:[oularly
along the river banks, and causing exosion. - & ‘

6/ Deep rooted plants which obtain their water from. the wat:er t:able
~ or the layer of so:t.l just above it. .

l-‘
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Mr. Lee contended, among other things, that the cross
section of the portion of the valley buried by the alluvium was
more negrly triangular in section, ::atber than the rectanguler -
section tacitly assumed by Messers. Bean, and . Mefﬂey when they . ‘
applied an average thickuess to t:he alluvi.al area. He also contended
that the estimate of the surface ares of the water tab‘.!.e should be: reduced by‘ |
300 aecres in the upper reaches of the valley because of tb.e pauc:!;ty of
well drillers' data in that area. Mr. Lee. argued that any est...mate
of available water should be reduced by 732 acre-feet for
transpiration of the riparian forest. Mr. Lee concluded that the
present safe yield is substantially less than the 5,000 °
or 6,000 acre-feet which the existing wells can produce.

Evaluation of Carmel Valley Aquifer Supnly Estimates. .

In evaluating the estimates of the five experr. witnesses
who studied the Carmel Valley aquifer, we recognize thst extraction
of additional water from t.he Carmel Valley could well: have
environmental consequences, narticular 1y with respect to native
vegetation. We have not, ha:etofore, discussed the problems
associated with the quality of the water produced from the aquifer.

We will congider here the guamtitative amount of watexr that we
delieve can be reliably withdrawn from the aquifer. ‘ Later in this
opinion we will fake up the environmental and water qualiﬁy 88Pe°*23
of ext:racting such awounts. -

In our consideration of the amount of water avaﬂable from
the aquifer we must rely very heavily on the qualif‘.(cations of the
witnesses and our appraisal of their expertise.

Altbcugh both Mr. Barnes and Mr. Beanett are registe::ed
professional engineers with broad and extens:!.ve experience in thﬂ
weter utilicy field, nelither has specialized in t:he fields of
bydrology and geology. They both relied he.av.r.ly on the- conclusions
of the Dsmes and Mooxe report, the authors of which we.re not S
available to explain their findirgs and answer. questions on: cross~.
examination. This record conta_ns no adequate explanation of how the |
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Dames and Moore estimate was obtained or wbether that orga.n:[zation
mizht revise its opinion in light of the Bean and DWR studies.

Mr. Lee's qualifications are those of an engineering
physicist. We recognize that this. is a valuabie discipline which
provides a theoretical background for research into v:t.rtually any

physical science problem," including the one at hand. We' are impressed
with the effort and dedication that Me. Lee has- contributed to the
proceeding. We also recognize however, that he has neither trainiog
or experience in the specific field we are. considering and his
Judgements must be evaluated with that reservation. oo

Mr. Bean brought both trafning and experience > but his
study was aduittedlya hurried ome. ~ Although Mr. Bean 'was sble.to
defend it most competentry, we still are faced w:[th the naggin& impres-
sion that, perhaps, with more time for investigation and reﬂection
some other conclusions might have been reached. S

The IWR study of Mr. Meffley and his coll eagues merits vew
sexrious comsideration on its face alone. ‘The DWR is officially . R
ezpowered to carry on topographical surveys and invest ations into
matters pertaining to the water resources of the st:.ziv.t:e-Z and may
either independently, or in cooperation with any person or a local
or federal agency, investigate either or both surface and underp:ound
water conditions. It :Ls the agency that local govermnental units, :
and state agencies such as th:Ls COm:Lssion, would normally be
expected to look to and rely on as a source of expertise :[n water
regource matters. \ : = _

Fortunately, however, in this case, we do - not have to rely
on the legitimacy of the sponsorship in evalvating the study. The.
qualifications of the w:ttnesa, Mr. Meffley, and the h:l.ghly professional
manner in which he presented the study, were such as to dispel any

7/ Water Code Seet:!.ons 225 and 226
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doubts as to its overall quality. We are satisfied that Mr. Meffley .
was afforded both sufficient time and expert assistance necessary for .
ac adequate study of the situation. ‘

We note that the IWR measured the 1owering of the ‘mean
water table due to existing pumping as being only 9. 6 feet and that
Mr. Meffley is recommending a further drawdown of only 10 feet.

The drawdown I1s only a fraction of his assumed avexage thiclcness
of 76.5 feet. Considering that the average surface w:t.dth of the
Carmel Valley alluvium is about 2,500 feet, the assmnption of ‘an’
epproximately rectangular cross section 20 feet in depth as made by
IWR, appears reasonable. - ‘

In the event that the cross cection of the bedrock of the
valley is V shaved, it would seem that the average . depth would be
mech deeper than 76.5 feet. In any event, considering the relative
shallowness of the proposed drawdown, the shape of the- lower layers
of the alluvium is relatively unimportant.

We do recognize, however, that, in the absence: of a seismic
survey of the valley alluvium, and the scarcity of data on thickness
of the alluvium in the upper reaches of the valley; the DWR report '
might possibly prove somewhat optimistic. We will reduce Mr. Meffley
estimate of 15,000 acre-feet per year, to 13, 000" of which 11, 000~ |
would be available to Cal-Am. We will ‘ind that. under conjuncti.ve
operation of surface and. ground water sources, tbat at 1east 11,000
acre-feet per year of watex can ‘be reliably extracted from t:he
Carmel Valley aquifer on a contiuuing ‘basis. R

According to Cal~-An's president, Mr. ‘Hays, Dames and Moore
advised Cal-Am in 1973 that the presently developed’ wells in: the -
Carwel Valley have the. ability to deliver from 6,000 to 7, 000 ‘acre-
feet of water per year. This est:!.mate includes the: Begonia we13

which will need iron aad manganese removal equipment before i'.ts output
can be nsed,however. '
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Seaside Aquifer St_xpplx R : ' '- SRR :

'~ In ourdiscription of Cal-Am s Mont:erey Distri.cc we set out
a table which showed how production from the Seaside wells var:!.ed,
for the five year period from 1970 throngh 1974 from appro:n.mately
a low of 3,650 acre-feet to a high of 4, 700 ecre-‘eet. ‘ ,

The existance of the Seaside aquifer is, for. Cal-Am, :

very fortunate haprenstance. Located at the end of the long
“sh book shaped transmission system or:[g:l.na.ting at the San Clemente
reservoir, it takes the place of a large terminsl reservoir and
significantly reduces transmission main requ:.rements. There is an
obv:tous texptation to get t:he maximom, p:odnction possible under such
ircumstances.

All of the 18 ‘operating. Seaside wells are w:f.t:hin cwo miles of
the ocean and the Plays wells, some of the major prodncers, are
within 3,500 feet. Sea watexr intrusion is. thus a definite possibﬂicy
should the Seaside aquifer (or aqnifers) be overproduced. Staff
engineer Barmes recognized this possibility. To his knowledge, T
salt water intrusion has yet occured. He reported: that' Ca.l-Am'
consultants, Kennedy Ecgineers, had in December 1968,. recommended
that the rate of withdrawal be reduced ito 2,000 . ncre-feet in 1975
tapering down to 1,500 in 2980. Because of t:he real ~possibility -
of salt watexr :f.ntrusion, and a lack of lcnowledge about the rate’ of
recharge of the Seaside ground water basin, he concluded that
Kemnedy's recommerdations were valid and reasonable, and adopted
2,000 agre-feet as his estimate of safe annual y'f.eld.

Mr. Bennett, Cal-awm’s plann:l.ng engineer, concluded that the

tiiity could safely extract 3,500 acre-feet from the Sea.side basin
on & long term basfs. This could be exceeded for a year or two, if
in other years, pmping wexe to be cut back to let the: wat:er t:able
recover. Mr. Bennett based this. conclus Zon on the fact that the

chloride level of the pumped water was not: increasing, ‘thus :f.nd:tcating
no. intrusion of sSea wat:er. of this 3 500 ecre-feet, about 3,000 acre-
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feet would satisfy the requirements of the Seaside area w:f.th the |
remainder being exported westward into Monterey. ' .

Mr. Bennett conceded that the trend in the water t:eble bxzsﬂ
been downwards. The water level in the Luxton well, an obs ervation
well located on the high ground east of Fremont Street 3,000 feet-.
back from the ocean, has fallen below sea level on occasions. Mr.
Bemnett was not alarmed by this drop since he. concluded that- there
was a good likelihood that a fault to the. west of the I.uxton well and
tke majoxr producing wells of Qeaside sealed them . from salt wat:er -
intrusion. 2 .
Mr. Bennett considered the Kennedy estimates’ to be I
suggestions, not recommendations, and said that he thought Kennedy
had been influenced by water quality difficulties in the Fort Oxd
area, where wells were showing :anreasing levels of chloride. He
also sald thsat Remmedy's estimates for reduced. consumprion assumed
completion of a mew high 1evel dam on the Carmel R:[ver by 1975.

The DWR report was based- on data furnished by Cal-Am, the
cicy of Seaside, the U.S. Army Corps of Eng:t,neers (COrPS) and. the

J.S.CG.S. The report states that the data are adeqnat:e to estimate
ground watexr y:!.eld and recharge but are inadequat:e to evaluate sea
waterintrus:[on._, , ' i

Accoxding to the m report oSt of tb.e Seaside gxound
water originates to the east and northeast as precip:’.tation on the
grass and bush covered terrain of the Fort Oxd Military Reservation. 3
There are actually two aquifers in the Seas:(.de area.. Near the coast
the recent sand dunmes form a minor aqu:f.fer.. A second, and main
aquifer undexlies the sand dune depos:.t. In 1972 the m:[nor aquer
supp].ied 150, -acre-~feet, about 4 percent: of the total. - The three
welis tapp_ng this aquifer (one of which was the Yonte well, since

sold and abandonded) have shown rncreases in chloride when heavﬂy

pumped, suggesting sea water intrusion. The IWR considered the minor :
aquifer to have 11t tle potent::‘.al

-
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The main aquifer is a mixt:m':«e of clay, sand and gravel.
Three vertically moving faults in the underlying Monterey shale
determine the thickness, and thus the yield, of the aquifer. A
fourth fault, lying along the Laguna del Rey and. Arroyo del Rey,
forms the southern boundary of the aquifer. While the £au1ts
affect the thickness of the main aquifer, they do not act as barriers
to recharge nor to sea water intrusion." There are no wells of
proper construction located close enough to the ocean to provlde
an early warning of sea water intrusion into the main aquifer. :

The IWR found that the water table bad dropped gbout 1.2
feet & year since 1958. The continued d,:aft: has caused t:he water
teble to drop below sea level in Playa Well No. 3 and to fall from |
45 feet to 13 feet above sea level in ord v:lllage Well No. 1.

According to the IWR report the average ext:ract:ion over
the perfiod 1958 to 1973 by Cal-Am and the city of Seaside had -
increased from 300 acre-feet in 1958 to 4,490 in 1973, with a
maximm withdrawal of 5,180 acre-feet in 1972. o

During the cross-exam:r.net:r.on of Mx. Meffley it was found |
that the IWR hed not concidered a total of 7,200 acre-feet
of water pumped by East Monterey Watex Service from 1958 to 1965,
prior to its acquisition by Cal-Am. It also was brought. out t:hat: the
city estimated that its extraction of water would increase from 490
acre-feet {n 1973 to 700 in 1980. ' ‘

The IWR report originally estimated a safe y:f.eld of 2 200
acre-{eet from the Seaside basin. Following the hearing at wbich
Mr. Meffley testif:.ed the DWR revised its estimated sa:Ee yield to
rcflect the East Monterey pumping. The fin,a'.l. safe yield was 2, 700
acze~feet of which 700 acre~feet should be a...located to: the city and
& nearby well in Fort Oxd, leaving 2,000 acre-feet available fo*i_' |
Cal-Am. The letter from DWR revising the estimat:e was’ read into
the record by the examdiner at the hearing of December 10 1974.1
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- The m report: contained the following speciﬂc o
recomendation-

U"2. Ground water pump:l.ng from tke Seas:!.de srea be reduced

: from that presencly puped, and ground water levels and
ground water ity be monitored to detect pcssible:
degradation of the ground water aquifers by sea wat:er
intrusion.” (Exh 32, page 2.) ,

At the conclusion of the repo:t, under the headlng "Fm:ure
Stud;.es" the DWR suggested: ‘

"aAdditional activities which should be undertaken :Ln,
the Seaside area to protect the underlying grormd
water basin are as foliows:

"L. The California-Amezican Water Company,
Fort Ord, and the City of Seasgide sbox..ld
shut dowz major producing wells (asd
adjacent wells) for & per:[od of time to
get an accurate water level recovery
during the winter. A two-day shutdovm
would probably be adequate for this test.

Sea water intrusion observation wells

should be drilled west of the Playa wells.

One shallow observation well Iin toe upper

aquifer and a deeper observation well

perforated in the deeper aqu..fer ard '
sealed off in the upper aqui.:.er wou...d be
required.

Test observation wells should be inscalled.
gbout one-half mile east of the Ord Grove'
well and about one-half mile east of the
Seaside Test wWell No. 5.

"4. A program of monthly well measurements. _
should be initiated for the observation
weils discussed sbove.” \Exh. 33, page 20 )

Cal-Am, in its appraisal .of the INR. report » Exhi‘bi*' 33, had
the following comnent conce:n:t.ng the mm conclus_on that: pumpinz was’
in excess of the recharge: |

"In the years 1970-71-72 and. 73 the ur.derlymg g::ound
water aquifer in the Seaside area may have been in
excess of the recharge. At the present rate of: ‘
puping in the year 1974, we do pot believe it w'...LJ. o
exceed the. recharge capabilit:y. (Exh. ..,3, page 4 )

"‘-3'7“-“‘T o
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Regarding the additional activitfes suggested by DVR, caleam

commented: ,‘ , »
Re DWR Activity l-Seaside: = : R S
"The company agrees that it would be advantageous to
shut down the major producing wells for at least
a two-day perilod which would enable the company,
Seaside and Fort Ord to get an accurate water level
recovery record. Cal-smerican will adopt this
policy as far as their wells are concerned, and
recommend that the other water producers do the
same.” (Bxh. 33, page 9.) I '
Re DWR Activity 2-Sesside: -
"The company agrees that an observation well would
be advantageous west of the Playa wells, but
doubts that the skallow observation well would be
of any value since the major producing wells in
Seaside are drawing mainly from the lower aquifer.
The cost would be sgbout $7,500, and will be =
recommended for the 1975 Budget.” (Exh. 33, page 9.)
Re IWR Activity 3-Seaside: B

"Suck wells may provide some additional information; -
bowever, since ‘these wells would-be located within
the boundaries of Fort Ord on Government property :
the company can not undertake their installation."
(Exh. 33, page 10.) I \ B

Re IWR Activity 4~Seaside:

"Any observation wells will be monitored at least
once a month." (Exh. 33, page 10.) =
According to Exhibit 33, Cal-Am would, assuming‘_ normal
growth, and augmentation of the surface supply, meet its estinmated
1985 requirement of 23,000 acre-feet by diverting 9,500 acre-feet
from the Carmel River, pumping 10,000 to 11,000 acre-feet from the
Carmel Valley underground, and 2,500 to 3,500 acre-feet from the
Seaside aquifer. (Exhibit 33, page 20.) : - o R
. In the questioning of Mr. Sull,:f.van', by stafff_counsei",‘-ébout_
the DWR recommendation: that. SéaS:_f.de pumping be curtailed, the

fo_lloﬁ:[.ng_ e.xchange ‘_tbok,.p]*;ace:."
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"™Mr. Sarocy. an-‘ Q. you agree -= does your company |
agree wit:h this reduct:ion, this f:[gu.re that IWR
has given, submitted?

"If not, why not?

- Well, previous testimony by company witnesses
indicated that our estimate of the safe annual yield
of Seaside was 3,500 acre-feet. Of course, the
DAR indfcated 2, 700 scre-feet total safe yield.

"We feel that regardless of whether it is 35 or 27,
that until certain modifications in the distributfon
system are mede which we get into later in this
exhibit, there really makes no difference because
we have to utilize our existing Seaside wells -
anoually Jepending upon the demand unt:il the
wodifications are mace.

"Q- That wes the next qiestion I was to ask you.

"In other words » to immediate reduction to. that ,
figure 1s going to take place; Isn't that correct? :

"A. That i3 correct. It all depends on supply and
demand or demand, I should say." (Tx. 2,303.)

In his reeponse Mr. Sullivan apparent:ly overlooked thet
e was comparing Cal-An's estimated safe yield based oa its recorded
extractions only, to the DWR total recommended safe yield for ..b.s- ‘
eatire Seaside Basin, which safe yield provided 700 acre-feet: for the
city of Seaside system and a well located on Fort Ord proPerty. |
Evaluation of Seaside Aquifer Estimates

Again, in evaluating the Seaside estimates we wﬂl not
consider the water quality aspects, other than sait water intrusion,
and consider that problem later in this opinion. o

In light of the IWR report, and the earliier qualms of
Kennedy Engineers, we have no choice but to ~adopt the staff and DWR =
estimate of 2,000 acre-feet as the total maximum amount of water that‘f
can be reliably taken by Cal-Am from ,..he minor .and major aquifers. e




. . . - s o . . ‘

. A- 53653, C. 9530 bl

The safe yield of 3,500 acre-feet assumed by Cal-Am s
engineer Mr. Beanett exceeds the DWR estimate of 2, 000 by 75 percent:.
The 4,700 acre-feet extracted in 1972 exceeded it by 135 percentl
It is obvious that the Seaside aquifers are being over e::ploited and
there exists a real and frightening possibility that salt weter may
intrude into the aquifers and make them unavailable for use for many L
years. From the testimony aand reports it cppears that Cal-Am int:ends -
to extract from 2,500 to 3,500 acre-feet from the aqua’.fer for an -
indefinite period into the futur:e. - * r -

We will find that no more than 2 000 acre-feet: of wa.t:e.r per
year can be reliably extracted from the Seaside’ bas:tn.~ Because of
the operating configuration of Cal-An’s Monterey District, we believe that
the Seaside aquifers will always be pumped to the maximum extent .;1 owable.
We therefore will find that the concept of conj:.mct:ive Ope_ation
ot £ea.sib1e. for the Seaside aquifers. ~
Total Available Supply '

- Based on tke above analysis, and before consider:!.ng water
quality, environmental aspects, and required add:[t:'.onal well and
Transmission facilities, we find that a total of 22, 060. acre-fﬂet
of water are available to Cal-Am's Monterey District annually, oa
a continuing basis, from the following sources: i :

Carmel River (Under | : RIS

Present Stage of Development) 9,000 acre-feet

Carmel Valley Aquifer o ,000 |

Seas:lde .Aqu:f.fers S 2,000 ,

Tota_l' o 22, 000 acre-feet:

As ment::!.oned earl:l.er in our di.scussion of the second st:aff
motion, Cal-Am, &s part of its Exhibit 33, prepaxed at: the request of
the staff, described its present water supply capab:tl:tt:tes and its-
inteation to add interim capacity until a long run source of surﬂ.ce
| SuPP-'LY from the Ca::me.l R:Lv._r can be developed. | '
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It is our interpretation of Cal-Am's Exhibit 33 that,
although presently developed wells in -the Carmel Valley are capable
of producing 6,000 acre-feet per year, existing iron removal equipment
and transmission facilities can only process and transmit an amount
of not more than 4,500 acre-feet. It follows therefore that the
maximumm total amount of wate.. supply that can be prudent:ly produced
ard delivered by existing facﬂit:ies is 15 500 acre-feet:, det:e.rmined
as follows: - L

Carmel River (Under SR R

Present Stage of; Development:) 9, 000 aere—feet:
Carmel Valley Aquifer by 500 B |
SeasideAqquers' B - 2000
Total - 15,500 acre-feet .

oonsidering our finding that a reasonable ‘estimate’ of 1975 water .
requirements is 16,500 acre-feet, we conclude t:hat t:here :[s a present o
deficit of 1,000 acre-feet in the available water supply of the o
Monterey District, and that this defieit 'Ls be:r.n.g met by overdra.ft:ing
of the Sea.side equ:Lfer ' ‘
Required Immediste Action : |

As we will explain later in this Opinion, ic is h:!.ghly
unlikely that an additional source of water can be made ave:tla.ble to
the Monterey Peninsula and Seaside urban areas for at- least three yeazrs
and probably much longer. If the present, or an :anreased, leve'l. of
pumping from the Seaside aquifers should concinue, there is the very
real possibility that salt watexr intrusion would render some or all of
the Seaside aquifer unusable. With the present overstra:[ned water
supply situation, the effeet:s of sueh an event on' the qual:‘.t:y of 11’.fe |
~ of Cal-Am"s Monterey customers a.nd the economy of the area would oe
most severe..

. We will £ind that there is no prospect:, for t:he foreseeeble
future, of developing a sufficient supply‘ of water to aecommodate the
Hidden H{lls area. We will, therefore, grant Cal-Am‘s request: ‘that
Application No. 53653 be withdrawnwithout prejudice to a similar request s
being filed when an adequate watex supply should become available. |
This action {s not intended to ‘require Cal-Am to curtafl’ or d:[scont::‘.’nue '
the emergency temporary supply to the Carmel Valley Mumal Water . ‘
Company present;.y serving E...dden E:f.lls through the exist..ng 2-.z:oh
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sexvice connection at the boupdiar‘y' of Cal—Aﬁ's service areaat
Rancho Tierra Grande Umit No. 3, but our declining, at this
time, to order such discontinuance does not constitute ‘a long-term
commitment that such service be continued. -

. We will find that there fs insufficlent water to justify
gracting of Del Monte's ?equest: that Cal-Am be authprized to extend
water service to tke Deer Flats and Old Capitol Tracts. The water
supply situation is sufficiently critical that we will find that -
there 1s no justification for rescindingor liberalizing our InterimOrder -
of May 30, 1973. Accordingly, all of Del Monte's: nip‘f::;onsf_,jw:'.ll,,- be '
denfed. ' - | O

 Although recorded water usage has declined slightly siace
the issuance of our interim order, customer growth has continued.
It is unrealistic to conclude that this growth can continue without
increasing the demand for water. . ol

Section 2708 of the Public Utilities Code provides that:

'"Whenever the commission,-after a hearing had upon

its own motion or upon complaint, finds that any water

company which is a public utility operating within

this State has reached the limit of its capacity to

supply water and that no further consumers of water

can be supplied from the system of such utility

without injuriously withdrawing the supply wholly or

in part from those who have theretofore been supplied

by the corporation, the cormission may order and =

require that no such corporation shall furnish water

Lo any new or additionmal consumers until the order is

vacated or modified by the commission. The commission,

after hearing upon its own motion or upon complaint,

may also require any such water company to allow.

additional consumers to be served when it appears that

service to additional consumers will not injuriously

withdraw the supply wholly or in part from those who

theretofore had been supplied by such public utility."

. We will find that the presently existing watex: supplies of
Cal-Am are inadequate to meet the normal contimuing growth within its
present service area. We also will find that Cal-Am has reached the
linit of its capacity to supply water to its ‘exdsting service a:;'eag S

 e42-
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In lieu of granting the second staff motion we' w:l.ll order
that Cal-pm not p=ovide. water to any new servi ce connection.,, other
than those in municipally sponsored: redevelopments or renewal prol ects, .
unless a valid building perm:'.t has been issued prior to the date of o
this order. B
In ordering this connect:'.on freeze we take full cognizance
of the fact that the effects ‘of this action will fall most heavily
on the working people of the building trades. We’ also recognize that
it will distort the normsl pattern of real estate values. It is ouxr
inteation that the freeze be lifted at the earliest prudent moment.

The exemption of redevelopment and urban renewal projec»s is
~ madewith the understanding that we have elrowed inour determ:’.na"ions for’

- water to be extracted £rom the Seos:!.de aquifers by the °easide mun:f.cipel
syeten and that the other redevelopmen.. and renewal proj. ects are to sone
extent replacing.existing structures. Should growthfn usase cont:‘.nue
at an undue rate, we will: re-examine this exemption. ‘

Since some additional growth in vsage can be expected under
the terms of the ordexr that follows this opinion, we will order . |
Cal-im to research conservation prograns of other water purveyors and
draft a vigorous and effective water conservation program and submit |
it for our consideration and approval- '

As a further step for the. protection of the Seaside aquifer,
pending the reduction of Cal-Am's extractions to 2,000 acre-feet |
pex year, we will order Cal-im to impiement and report the results of
WR's activities 1, 2, and 4 for Seaside, as agreed to by the. util:i.ty
in its Exhibit. 33. We will also order Cal-Am to dra.ft and submit a
standby plan for water ra’tioning should such a step be indicated as
necessary by the reports made of the results of the IWR act:[v:!.ties.

The DWR also recommended certain ' ctivit:’.es" for the’ Carmel
Valley. Pending complet:.on of the Dames and Moore' study of si"ing and
drilling of new valley wells, now inm progress, and the- completion of
definitive plans for iIncreasing production from the Ca.rme‘l Valley
aquifer, we will not ordec the inq:iementation of any of t.b.ese
activities. g : o ‘ ‘ - o
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AUGHENTATION OF sumv ‘

The expert testimony in this proceeding has demonstrated

that there are water resources avaflable to the Monterey Peninsula
area ample to accommodate any anticipated demand for a long: perlod
in the future. The pro‘blem is that. of the fac:‘.l:f.ties L
required to store and divert the surface water available from the
Carmel River, to extract water available f::om the Ca.rmel Valley
agquifer, to treat the water from both t:hese sources, and to transmit
the water to the more demsely populated areas. . The solurion to the
problem breaks down into three separate phases a near term pbase»
that of providing 1,500 more acre-feet per yeaxr from. existmg welils
ic the Carmel Valley-, ac intermediate phase of expanding the proauc‘-:(cn
capabilities of the Carmel Valley aquifer from 6, 000 acre-feet per year
to 21,000 acre-feet; and a long range phase involving a la"ge dam on
the Carmel River. Cal-Am bel:teves that it might be. 10 years or more
before such an additional surface supply would be. available to’ the
commmity. We believe that th:Ls is a realisti."c and :Ln .fact,
semewhat optimistic estimate.
Facilities Required for Near Term Phase , ‘

 Thers are two obstacles to the immediate expansion of
deliveries frem the Carmel Valley- water: quality and transmn.ssz.on
line capacity. |

Standards of the U.'S. Public ‘ealth Se:.-vice?-/ prescribe

a ma:dm.m limit of ‘irom coneentration in water of 0 3 Mg/l—/ and. ofe

o)

8/ Now administered by the U. S. Environmental Protect:[on Agency.

9/ "Mg/1" is the abbreviation for milligrams per litre, which is -
essentially the same as the formerly accepted term of 'parts perx
million'. These extremely small concentrations can'be visualized
by realizing that, if expressed in terms of Martinis, a Mg/l

is the equivalent of one ounce of vermouth to an 8 000- gallon' |
tank car of gin _— . ; ‘
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manganese of 0.05 Mg/1. Although much largex,coneentrations are not
likely to have an toxicologic significance > iren-~aﬁdv manganese are
highly objectionable constituents in water for either domestic or
industrial use. Domestic consumers complain of the brownish color
vhich iron {mparts to laundered ‘goods and the rust-colored stains
which it leaves on porcelain plmbing fixtures. Txon app::ec:Lably
affects the taste of beverages.. ~ |

Manganese also produces a brown:f.sh color :Ln laundered goods
and i{mpairs the taste of beverages, especiallycoffee and: tea.

Iron and manganese content of the water from the Carmel
Valley tends to increase towards the lower end of the: valley. Water
from wells in the upper part of the valley can be blended with surface
water to produce acceptable comcentrations, but when the Sclmlte well
Cal-Am's last well in sequence down the valley, was drilled, water
with an iron concentration of 3.23 Mg/l and’ 2 manganese: coneem:ration
of 0.35 Mg/l was produced. Before this water . eould be used :Lt was
necessary to install a treatment plant: to remove the iron and
- manganese. | : S :

To drill its next: and to date last, well the Begonia
well Cal-Am moved back upstream whe::e it thought that :I’.ron and
' mangemese concentrations would be less. The Begonia well produced
vater averaging 0.66 Mg/l of fron and 0.14 Mg/l of manganese.
Cal-Am feels that it cannot make use of the water from the Begon:ta
well until an fircm remcval plant is placed in service, W:tth the
completion of the Begemia irem ::emcval plant, Cal-Am will have the
ability to handle iron and manganese removal from all exi.sting
wells except the two Scarlett wells, which wells apparently produce
water of sacisfactory iron and manganese content. . -

Cal-Am has completed the design of a 6, 000 000 gallon per
day iron and manganese removal plaunt for the 3egonia site. " The
utlilicy estimates that, at 1973 price levels, the plant would have o g
cost $540,000. With the completicn of the’ Begonia. trestment plant \/

Vol . T G
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Cai-Am could put the Begonia well, which has a capability of 1 500 :
acre-feet per year, into operation and wculd then ‘bave t:he ao:(.l:'.ty .
to produce 6,000 acre-feet anrually from the Carmel Valley aqu:[fer.
In the opinion of Cal-~Am, puzping of 6,000 acre-fee+ won‘d not ‘have
a material effect om the environment. o S "
Before Cal-Am cculd deliver §,000 acz'e-‘eef: annually from' .
Carzel Valley wunderground sources. it would be necessary to angment‘
its transmission facilities. : - : : |
Cal-Anm studied the relat:ive merits of two altemative methods
of transporting water from the Carmel Valley. One altemative was to
parallel existing transwmission facilitfes thrcugh Camel and the Del
Monte Forest to Forest Lake Reservolr and downtown Monterey. The - other
was to run a new line from the lower Carmel Valley, at the - o
Canada de la Segunda, over the ridge dividing the Carmel Valley and
the Canyon del Rey, and thence into the Del Rey Oaks-Seaside area. ‘
Cal-Am decided that the second alterpative would be the most econcmical,
even though 1t {nvolved pumping, and has aqu:[red the necessary right-
of-way and completed the preliminary design. o
The Cenada de 1z Segunda line would require a million and
2 half gallon balancing reservoir in the Ca.rmel Valley, a pump:[ng plant, |
21,000 feet of 30-inch lime, a million gallon storage reservoir: at _
the crest, and 6,000 feet of 24-:'.nch line. In addition, transmission
and distribution plant in Seaside would require reinforcing, maldng
a total of approximately 6 niles of new pipeline. Cal-Azn estimated
tke cost at $3,200,000 and thought that :Lt: wonld take appro::tmately
3 years: to complete, o o
The need for .the Canada de la Segund.a project has 1ong o
been recognized - In 1968 the following conclusions and recamendat:.’.ons
were included by Kennedy Engineers in their report-

"16. The forecast continuing growth in Menterey,
Seaside, and Canyon Del Rey cammot be met by existing
transmission supplemented by foreseeable additionms to
Seeside well supplies. The most economical. trans- '
mission relief appears to ‘be a l:tne from the o

v'“a“ -
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Camel Valley at Canada de la Segtmda to Canyon Del
Rey via the right of way a.u:eady owned by the Company.

"17.. It 1s recommended that engimeering for con-
struction of the pipeline to Canyon Del Rey be
budgeted for 1969 and that the Com pany be prepared
to construct this project by 1970.

The record does not indicate when the right-of-way was acquired but
from Conclusion 16 it is obvious that the need of the Canada line ,
was recognized by Cal-Am sometime before 1968. Cal-Am- bas proceeded

- with the preliminary design but further progress has been stymied by
2 lack of funds with which to pay for new eonstruction. '
Financing Near Term Phase Facilities

| At the twentieth day of hearmg, on October 3, 1974
Cal-Am's presideat, Mr. Hays, in answering ore of Cal-Am' attor-nev s

questions, described the di.fficult:tes the utility was experiencing
in financing: '

"Q. And do you have a statement to make eoneerning
the financial aspects of .the company's positicn,
bothx Interim and long-term fimancing, conceming
the water supply problems in the area under
discussion in these proeeedings? :

Yes, I do. _ :
- Would you make that statement?

In April of this year, the compen offered
for sale, six mill:.cn dollars of debentures
in oxder to fund most of 1its bank borrowing.

"Many institutional purchasers were contacted,
but due to the low-ecarmings position of the
company, it was only possible to £ind buyers
for five and a half million dollars worth,
five million of which will be sold f.n
November, and five hundred thousand

January.

"The five and a bhalf million dollars of. debentm':es '
will not fully fund the bank borrowing, and it
will be necessary to carry a mill:l’.on-dollar ternm

- loan with the banlc unt::r.l other financing can be
arranged , _ ‘ R L
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"We would have preferred to sell first.mbi&fga~ge
bonds, but the earnings of the company would
not permit the issuance of additiomal bonds.

'"Under the terms of the trust 1nden£'ure, the
s before taxes, based on income, must
be at least 1.75 times the iInterest charges.

“At the end of March 1974, at which time the
company began to arrange for the financing, the
recorded coverage for the twelve-months ending
Marxch 31, was only 1.34 times. ‘

“Based vpon the company's earnings, recorded In
the twelve-months ending Jume 30, 1974, the
coverage was only 1.41 times, and on a pro forma
basis, with tke interest on the five and a \
half nillion of debentures included at nine point
seven-eigaths percent interest--that is Incorrect--
it should be nine and sevem-elghths perceat -
interest, the coverage would only Lave been -
1.10 times. R o L

"Debentures could not be sold at that imterest
rate at today's market. ‘ o

"The company bhas a rate increase application’
pending with the Public Utilities Commission
for a much-needed increase Im rates to bring
the rate of return to the proper level of. -
10.09 percent. 10/

"This rate increase application incl_ud)esf‘ all
. districts of California-American Water:Company.
"We believe that to be a fair return based upon

our cost of capital. R PR

"We realize the heavy workload on the Commission

and the staff, but we are hopeful that rate relilef -

will be granted in December of this year or Jazuary
of next. S - S

"During 1974, the company reduced its operating

and maintenance expensez- to a bare minimum and

has limited its capital additioms to the inter-
nally-generated funds which amount to approximately
1.6 million dollars on an overall companywide basis.-

- 10/ Application No. 54942 filed Jume 7, 1974.°
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. "These restrictions must be continued in 1975.
until rate increases are au:horized and earnings- ‘
improved.

"When ‘'rate iIncreases have been authorized by.the
. Public Utilities Commission, tke cowpany should
be in a position to negotiate interim bank -
borrowing to finance capital. improvenments, which
-would include those mem.:.oned by M::. .:»ullivan
{n his testimony. .

"Bank borrowing is only. an interim form of
financing and wust be paid off periodically

by the issuance of some: type of 1ong-tem
security. ,

"Bonds' are the most: logical and advant:ageous to the f
ratepayers. |

"MR. WEISS: Thank you, M. Hays. ,
"No further questions." ' (Tr. 2,180-2, 188 ) X
Earlier, on December 18, 1973, on the th...rteenth day of
hearing, Mr. Hays explained to the examiner whv Cal-Am was precluded |
from raising capital by sale of stock:

"Q. 1Ia answer to a question by Mr. Hubbard, you -
explained that you couldn't sell debt securities
because the earnings coverage required by your
indenture would not permit it, but you also said
that vyou couldn't sell equity securities.

"Who would you sell the equity securit:{;es to, if
you could sell them’z

If we were to sell common stock, it would probably
be to the American Water Works Company.. :

Why do ,you feel the American Water Works Company
wouldn't purchase common stock?

They must be assured of some type of an’ earning on
thelr iavestment, and they couldn't put in'that
kird of money into a project or into the p.xrchase
of stock of California-American without being -
reasonably sure of scwe type of a return upon
their’ :anestmmt. ,

Why couldn't they be. assured of a return on
thelr investment? Y T S
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“"A. Oh, they could, if we were to go before the
Public Utilities Commission and receive the -
increases in ocur earmings sufficient to
support additional debt and additional equity,
it could be- sold, but under the present
circumstances it 1s Just not feasfble."

(Tr. 1,47C.)

Later, on December 11, :.974 the t'wenty-second day of
bearing, Mr. Bays, in answer to quest:-ons by the examiner, described
his understanding of the financial arrangements between American
Water Worls and its subsidiaries, particularly Cal-M' :

"Q. Just what financial assistance can you expect
from the American Water Works Company?:

"A. The American Water Works Company owns all of -
the comwon equity in this company, and has paid -
in capital surpliuns, but I don't believe that
we could expect American to buy any additionsl
conmon, equity in the company whea their present
return on book comuon equity is only 1.8 percent.

%s Ca.:.‘-vAmszJater Company~-excuse me, Arggé;an ,
"ater Works Compan experienc an cu...t
in financing? d ey

American Water Works Company is not do:(.ng any
f'.'.n&ncing. o
"All of their subsidiary companies do the financ.:.ng }
themselves.

When the subsidiary companies Issue equity don t
they sell it to the American Water Works g

Company? - _

Some preferred stock bas been sold to others. e

"I believe the majority, mot necessarily 100 o

pexcent, of the common equity is owned by
American Water Works Company.

"There may be some small amount of common stock
owned by others in some of the subsidiary
companies, but as to the amounts, I don't know. .

Do you know if any of the subsidiaries have sold R
stock :Ln recent years > comxnon stock? | ‘
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Has Californis-American Water Company ‘ever ‘sold
common stock to American Water Works Company?

Nothing in addition to the original financing.‘

As the company has grown, wouldn't it be expected
ehat it would be financeé with both debt: and -
equity '

Well, there will be a time when there--:[t will be
necessary for additional equ:\’.ty financing.

What advantages do you believe accrues--accrue to
the California-American Water Company of being
part of the nationwide holding company operations
of American Water Works Company?

Entirely advice in financing and operations

"They are a company of long existence, and have
a great deal of experience and telents in
various fields which we are allowed to call
upon through the American Water Worlcs Service
Company." (Tr. 2,435-2,436.)

A cynical reader of the above-quoted. passages could be -
pardoned for drawing the conclusion that the fate of the Seaside .
aquifers depends on whether Cal-Am's Board. of Directors (all of whom
.axe officers or employees of American Water Works or its se:v:(.ce
subsidiary) decides that Cal-Am is receiving revenues from all of its
operating districts suffieient: to provide a return on eqm’.ty attraet:[ve
enough to sexve as an Incentive for furt:her investments 'by American e
Water Works. ' o ) ‘

Earlier, in descri‘bing the acc;,uisition of Califomia Water
and Telephone Company's water properties by Cal-Am we described:
the financial burden with which Cal-Am was commencing operations
Of the $41,734,768 purchase price only $29,449,397 represented
earning assets, the remaining $12,285,371 being carr:ied as a non-
earning plant acquisition adjustwent. : .

In 1966, when Cal-Am's Application No. 48170 to aqujxe the
watexr properties of California. Water and Telephane Cc:mpany was: being
considered, the Utilitles Division of our staff was. concerned that a
situation similar to that now existing. ni_g,ht:_ t:::anspire..' The Ut::[lities

=51~
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| ‘Division representative, coincidently now the examiner who heard -thé‘ -
subject case, questiomed American Water Works' presidgnt » John J. Barr,
whether the fndicated pro forma return om Cal-Am's common equity would
be sufficient to attract the capital necessary to provide good ’
sexrvice: . o I
M ‘ Py ‘ :
Q. Iu.rnin,% to another subject, Mr. Barr, you.
testified earlier that you testif:[ed:in-' many
rate proceedings in many other St_‘aces'!'-‘ R
"A. Yes, I have, sir. @ o
"Q. And you have beard much testimony concerning
desirable level of earnings for utility :
_ compan:{.eg,‘--_, : DR
"A. Yes, I bave.. e
"Q. -- while you were in hearing rooms? |
"Have you heard testimony tbat good earnings
on common stock are a requirement for good
service? ' - S
I think good earnings on common stock can go-
to the general credit of the company and that
can Influence its ability to provide good
service. | L Co ,
Well, do you feel that good earnings on common.
stock are required to furnish good service?
Basically, yes. =~ L o |
- Well, do you feel that 2.61 percent on common
stock as developed by Mr. Engstrand is good

No, I do not think it's the category of good,
but I think I should have the opportunity to
say that In this Instance Y do not thimk it
ﬁ!ies any risk to good service. .
"EXAMINER DONOVAN: Any other questions?

"MR. BONEYSTEELE: Just following up on- = .
Mr. Barr's last comment, why don't you feel
that 2.61 1is?- _ o

"THE WITNESS: First of all, there will be a -
considerable amount of internally gemerated
funds available for improvements, capital
additions, as meeded. There is a locked-in
two bundred and twenty-some-odd thousand just.
because of that amortization. . T~

52—
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"Q. Would 2.61 percent rate of return on common
equity be adequate for the balance of the -
American Water Works System? o

"A. No.

"Q. So would the rest of the system be carrying
the California operations? : :

"A. Carrying in the broad semse. What I had hoped
to say was that American Watexr Works is in the
Bositfon to groviae cagitaI funds and I otifer
the assurance tnat the e pPr as
- needed.™ (Ir. I58.) %fmpﬁsﬁ supplied.)
Earlier in that hearing, Mr. Barr was asked about American
Watex Works' iIntentiocns as to staffing Cal-Am's Board of Directors

and financing of capital improvements: ‘

"Q. On the management of California-American, what
type of decisions will be made locally by the
local president and what kind will be referred
to the Delaware office of American Water Works?

"A. Well, I don't think any will be referred to the
Delaware office of American Water Works Company
as such. It would be our policy to operate
under what I am inclined to describe as normal
corporate practice in that we will have a board
of directors of the company that would set policy,

- 1f you will; that board being comprised of
representatives of American Water Works Company

- and hopefully of substantial individuals in
the service area of the company. - And having
established genmeral policy, it would be our
expectation that the chief executive officer would
carry out those policies. : - ‘

"But, to our way of operating, the chief executive
officer has as one of his prime responsibilities
to suggest operating policies that should be
adopted by the board. So I don't--what'I am
attempting to say is that this would be a -
normal coxporate operation with policy sét by
its board of directors and carxried out by its
-executive officers. : :

"Q. Will a majority of the board of ‘d:!:::,ectors*be
- officers of American Water Works, officers or
employees? =~ - T I TP S
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"A. Well, not necessarily. I think it would .
depead on the circumstances.. As I would’
envision it, when we initially undertake
operations we would have a board of six
which would have as its initial membership
Mr. Hays and five represemtatives of American
Water Works Company. Now, with time I would
expect that the board should be expanded to
nine and I would expect that there would be
fewer representatives of American Water Works

v and possibly five, depending on the.
cixcumstances, a2 minimum of three representatives
from the service areas, and Mr. Hays.

"But again following normal procedures the

stockholders elect the directors and do '
what they think is for the best interest of
the company. o :

What will be the budgeting procedure for
California-American? Will tkhe budget be made
up at the Califormia-American level?

The budget will be made up at the California-

Amcelr:(.g;n %eevel.. Our procedures are th:ft theyhbe*
made the operat company, submitted to the -
boaxd of directorsﬁ%%r conside’:;:atipn’ apd actiqn"."

Board of directors of the opexrating company?.
 Yes. ' o o

Then, taking the capital.budget; for instance)
how will the funds become available'that are
required to implement the capital budget?

Well, of course, it's a little hard to say until
you know what the capital budgets are and when
they occur, but as a general policy, if you

will, in the American Water Works system operation
funds are provided for capital improvements by
depreciation funds and retained earnings, the

cne source. When it becomes mecessary to add
new capital to the company, we normally follow
the procedure of temporary financing, mostly
through banks, until such a point ‘as those
borrowings have reached a magnitude whexre they
warrant and justify the issuance of securities.
And I think that is the basic policy and is the
way that we would provide funds or Cal-American
would derive funds for its plant expansion and

4
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The funds Cal-Americsn will obtain, interncl
financing, will they come through California-
‘gmeggan or--excuse me--t:hrough. American Water

or

To the extent of debt financing and even preferred |
stock financing, if any, I would say mo. To the
extent of common equity I would anticipate that
American would do everyt in its power to
naintain its pos:[tion as 100 pe"'cent: ovnexr of

the common ‘stock.

Well, what control does American exert then to
see that the subsidiaries'’ g:[.tal expenditures
are sound and well controlled?

We review--again I say we and. I speak of t:he
boaxd of directors of the operating company--
review a proposal for capital improvement, the
basis of the necessity for the rendition. of
the proper standard of service. You of course
always have to recognize the ability of the

company to provide the funds. B_ui_:a_?_t___vmulg_sgly :
99.9 percent of the decision is made on the _
of service. > A )
msupplied ) | ‘

The above excerpts from transcripts have been: quoted at
length to contrast the assurances of American Water Works: and Cal-AmVr-
before the acquisition with their performance now. Nine years have -
passed The "substantial individuals in the service area of the
company" have not yet taken their places around the board- table, .
which still is located.on the banks of the Delaware, and
although American Water Works may be "in the pos:f.t‘.ton to. prov:l.’de
capital funds" they have not been provided and apparently wﬂl not
be "provided as needed" u:o.less the Commiss:{on acquiesces to Cal-Am s
applied for rate Increases. | : -

According to Cal-An's annual reports American Water Works‘
bas not contributed any cash to Cal Am's capital since the. uti“l:[ty s
. formation in 1966. Ordinarily, when a corporation depends on = |
internally generated funds to ﬁnanee needed capital expansion it
maintains a modest dividend payment Cal-Am however, has earned ,
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net income of $7,519,356.62 and paid out $5,455,000.00, ‘a‘payoac ratio
of 72.55 percent.” In two of the nine years, Cal-Am paid out more
than 100 percent of its earnings in dividends.
In the 1967 annual report, an item of $842 46 identified

as "Condemmation Suit" appesred under balance sheet Account 1&6
Other Deferred Debits. By December 31, 1974 this item, more
spec:!’.fica.lly defined as 'Sweetwater Condexmnation Procedure had
'grownto$4472,95625. S o Do ‘

| - Since no advances nor cantributions to permanent cap:[tal

from Amerfican Water Works appear on the balance sheet, it follows that =

Cal-Am must have f:{.naneed this litigation ftself and th:ts deferred_ )
debit 1s nearly twice Cal-Am's Decem'ber 31 1974 earned surplus of
$2,350,733.93. \ ‘

Since the Sweewater suit is for t:he ult::[mate oenefit of
American Water Works, as sole stockholder, the holding ccmpany has‘j ‘
to date caused a net of $2 408 599 63 to. flaw out. of the ut:!.lity, R
shown. as- follows i T

. Net Income B $ 7,519,356.62.
Dividends. . 5\,,455,,000.00\ Lol
| Sweetwater Condemation (4,472 956:25

y >3 '
In 1973 Cal-Am earned $SlZ 864.61 and paid out in
dividends to American Water Works §$605,000.00. In 1974 it eax:ned
$913,728.91 and paid out $385,000. 00 '

The earnings and div:tdend record of Cal-Am was not explored

at the hearings, and the obvious quest:[an as to why Cal—Am reducecl
its dividend so sharply in 1974 must, for the t:tme being, go
‘unanswered. It is interesting to mote, however, that the 1974
Annual Report to the Commission shows that Cal-An's depreciated
net. Plant grew by only $308,741.14. The Sweetwater defen'ed debit
grew by $521,889.11. Cal-Am spent more in 1974 on: the Sweet:water
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' condemnation than it cl:ld in increasing its plant investment in the

entire Cal-Am system, and had to cut its dividend to do 112t/

We note from American Water Works' 19‘7'.’,_’» Form 10-K as filed
with the Securities and Exchange Commission, Exhibit 42 in this
proceeding, thet, in 1973, American Water Works invested $8,028,000
in common and preferred stock of its subsidiaries, $7,009,000 fo
common stock of Keyst:qné Water Company alone. - - . o o

’ The time has ;.;come‘ for American Watexr Works to make good on
its president's assurahce“that: the pafent company will p:ovide Cal=-Am |
capital funds which ftmdé certainly are needed. The first step ‘-xshould
be to fund the Sweetwater condemnation costs which were incurred -
solely for the beefit of Cal-Am's only stockholder. -The $4,500,000
thus made available should be more than ample to fund ‘the ‘Canada’de.

- In our Decision No. 84234 dated March 25, 1975 in Pacific
Power' and Light Compary's Application No. 54651 for authority to
increase its rates for‘."‘f;r electric service , we suggested "‘ar[n‘:et'hod-ofv -
financing through salé%s of stock directly to the util:{.ty's customers
by means of surcharges on their monthly bills. By so doing smaller: -

the following note to financial statements:
"NOTE 6/CONTINGENCY |

In a preliminary opinfon rendered in mid-September
1972, and confirmed by an interlocutory judgment
of condemmation on February 20, 1973, the Superior
Court of Californmia, County of San Diego, fixed
$14,485,000 as the award to be paid to a subsidiary,
California-American Water Company (Cal-Am) in
the condemation of a part of its properties

. located in that county. On May 14, 1973, Cal-Am
flled a Notice of Appeal with the Fourth Appellate
Bistrict Court, San Diego District. In the event
that the trial court's award is sustained after
appeal, a loss of approximately $2.7 millfon,
would be sustained, but there would be no continuing
adverse effect upon the Company's consolidated income."

All that Cal-Am has received so far for its $4,472,956.25 spent on

g!zze.lSﬁﬁ;mter condemnation is the prospect of a further loss of

11/ American Water Works 1974 Annual Reportg to Stockholders contains

R T TR
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amounts of high cost debt would be required, ‘and conceiyably' debt cost
could be reduced. In view of Cal-Am's present"fihanc_;‘.al,cdnditl:ion, -
we extend this suggestion to Ca}.-A:h; and recoméﬁ;lﬁ that such a ) "
financing method be given very serfous consideration.

The Order Instituting Investigation Im Case No. 9350 does .
not include financing, capital structure, and Cal-Am's relatfons with
its parent company. The record shows that Monterey's watexr problem
1s not lack of watexr but lack of funds. In the order that follows'
we will expend the OII to include the financing and Cal-Am's -~ =
relationship to American Water Works. We also will expand the OIL -
to include rate structure so that we may consider how the cost of the
required facilities should be supported through rates. |
Construction of Required Near Term Facilities _ ' :

In the past we would bave ordered fortiwith the immediate con-
struction of the Begonia irom removal plant and the Canada de lz
Segunda pipeline project pursuant to Section 762 of the Public |
Utilities Code, the applicable portion of which reads:

""762. Whenever the commission, after a hearing,
finds that additions, extemsions, repairs,
or improvements to, or changes in, the
existing plant, equipment, apparatus,
facilities, or other physical property of
any public utility or of any two or more
public utilities ought reasomably to be made,
or that new structures should be erected,
to promote the security or convenience of
its employees or the public, or in any other
way to secure adequate serxrvice oxr facilities,
the coumission shall make and serve an order
directing that such additions, extensions,
repairs, Improvements, or changes be made or
such structures be erected In the manner and
within the time specified in the order. If
the commission orders the erection of a new
structure, it may also fix the site thereof.".

In 1971, bovever, the Legislature added Section 762.5, as

follows:
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"762.5. The commission, as a basis for mald.ng any
order pursuant to the provisions of
Section 762 relating to location of
structures, shall give consideration to,
and incluoe in its order findings upon, the
follewing factors:

ag Comm:.ty values.

b) PRecreational and park areas.

c) Bistorical and aesthetic values.
(d) Influence on eanviromnment. {(Added
Stats. 1971, Ch. 68.)"

In addition, the Commission is, as a state agency, subject to the
requiremeats of the California Envixonmental Quality Act of 1970 _
(CEQA), as amended, Division 13 of the Public Resources Code (commencing )
witk Section 21 »000). .

" Pursuant to CEQA, we adopted 'by Decision ,No. 81237 dAted
April 3, 1973 in: Case No. 9452, our Rule 17. 1, "Special Procedure :
for Implementation of the California Environmental Quality Act of
1970 (Preparation and Sutmission of Env:[ronmental Impact Reports)"
«a Decision No. 81237 we stated:

"However, if an operating water utility needs to.
increase its plant in order to provide adequate
sexrvice to Iits customers (see Solemint Water Co. (1968)
68 CPUC 111; A. and M.J. Sterkin (1967/) 66 CPUC 740)
the matters raised in such proceeding are within the
purview of the jurisdiction of the Commission. It is
the Commission which must weigh the service needs
of the customers along with envirormental, technieal,
and economic considerations to determime whether mew
plant should be comstructed. When an EIR is required
in th:.s s...tuation, tke Commissfon would be the lead
agency." - (75 CPUC 133 148.)

The record contains no information on how the Canao.a project
or the Begonia plant would affect the Sect on 762 .5 factors nor does
it contain the envirommental data necessary to comply with: CEQA (
Staff counsel recommends ‘that we order the utility to. commence wz’.th
the construction of the Canada pro ject but, in light of specific
directives from the legislatuze, we shall defer action on this"
-ecommendation until we are in possession of the necessary environmcn
and comm:[ty :Lnforma.tion- - o s '

oo -59f o
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, At the nmext bearing in this proceeding we will consider the
application of CEQA, Section 762.5 of the Public Utilities Code and
Rule 17.1 to the construction of the Begonia iron removal plant and -
the Canada de la Segunda pipeline project. In particular we will
consider motions to determine who is the proponent of the projects
(Rule 17.1, Section (e),Subsection (2) (F)) and thus respons:[ble for
payment of fees for recovery of costs incurred in preparing euvi‘.ron-
mental impact reports (Rule 17.1, Section (0)). ' :

In the order which follows we will direct Cal-Am o f:t.le
monthly reports on the status of financing and constructing the
Begonia iron removal plant and the Canada de la Segunda project.

We will also direct that a copy of each report be :Eum:l.shed to the
Zone 11 Water Advisory Committee. '

Facilities Required for Intermediate Phase _
Cal-Am has directed its consultants, Dawmes and Moore,
to undertake a comprehensive study of the practical aspects of siting
and drilling wells in the Carmel Valley. This study should be - ,
completed late in 1975 oxr eatly in 1976. Cal-Am estimates that three :
wells, each costing $75,000 at current price levels, and a third iron
- and manganese removal plant, costing between $500, 000 and $700 000,
would be necessary, plus a pipeline to the transmission main.. The
total estimated cost of these £aci.1:£ties would be a'bout $1 000 000
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Cal-Am would have to aquire the necessary well s:f.tes, possi‘oly
through condemmation.
The drilling of wells and other "p:ojects" requ:.ring a
-~ pexmit from local authorit:.es wculd underxr the terms of CEQA, require
an Environmental: Impact Report (EIR) for wh:[ch Monte*ey County would:
be the "l.eadAgency. = S :
The environmmental effects of the lo-foo" orawdown as

proposed by the DWR must also be considered. If the water table were

to be dravn down below the root zome of the e:d.st:'.ng plu:eatophy'-es
tke character of the vegetation on the valley rloor would change
willows being replaced by oaks and buckeyes, for example.

It was brought to the attention of the Com...ssion by
testimeny of the Chief of the Division of Water Rights of. ‘the State
Water Rescurce Control Board Kenpeth L. Woodward, that a 1973
court decision, County of Invo v Yorty, 32 CA 3d 795; 108 Cal. |
Rptr. 377, dealing with a similar situation, Interpreted CEQA as
requiring the city of Los Angeles (Sam Yorty as mayor) to prepere
an EIR on the effects of additional extraction of water and drawdown
of the water table in the Owens Valley. Such- EIR was to be fi.:.ed
with "the planning agencies of the county or counties where' the '
project is to be constructed and where significant ecolog:l’.cal impact .
may occur." : - o ‘

"~ We shall defer any c.ction on the intermed...ate phase until
the submission of the Dames and. Moore report. - We shall in furthel -
hearings in this proceeding, investigate more specific propooals |
methods of financing such proposals, and the meeting of the requ:‘.re-
ments of CEQA. We will order Cal-Am to file quarterly ::eports on the
status of the development of an intermediate term supply and furnish :
2 copy of each report to the Zone 11 Wa.ter Advisory Comm:t.ttee. -
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Facilities Reguired for Long-'rerm Phase- '
Cal-Am states that the most feasible method of augmenting

the long range supply is by the construction of a dam on the
Carmel River, just downstream from the ex:Lst:[ng San- Clemente Dam..
Cal-Am's preliminary cost estimate of the dam, treatment facilities,
and transmission mains, came to $40,000,000 at 1973 price levels.
Cal-An sees at least three ways of xmdertaldng such a. -
project = the ut:[l:!.ty undertaldng the emtire project on Its own;:
some public agency, swa as Zone 11, undertatdng the financ:’.ng apd
construction of the project and leasing the facilities to- Cal-Am' or
the U, S. Co"ps of Engineers undertaking a mlti‘.-purpose proJect
which would include flood coutrol. In the event tke Corps should
construct the project, Cal-Am would be required to firance.and oon-.'" ”
struct treatment and tramsmission facilities costing $8,96O 000. |
The dam, as contemplated by Cal-Anm's consultants, Kennedy
Engineers, would be 274 feet. in heigat, have a storage capac:[ty of
33,000 acre-feet, and a firm yield of 21,000 acre-feet a year.: The
Corps, several times ouring the proceeding, presented status repoz:ts
on studies for a multi-purpose dam through Jacob Earari a civil
engineer. Just before submission in December of 1974, the. Coros
made public a "Public Information Brochure on Water Resources -
&ltemmative Plans of Improvement for Carmel River Basin' wh:[ch was
presented for information purposes only by Mr. onllivqn as Exh::.bit LC
Accordi.ng to the brochure a dam for a multipurpose reservoir con-
templated by the Corps as cme 2lternative to provide flood control
would be an earth embanlment 455 feet high. The capacity would be
154,000 acre-feet of which 42,000 gcre-feet would be resnrved For flood
control. It would yield 22,000 acre-feet of water annual".y :’.f ths.
water was to be diverted at the dam site. The cost of the dam would be..
$59,500,000 of which $52, 560 000 would be allocated to the "Non-Federal"f f "
or water supply function. i
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Financing Long 'i‘erm Phase ' o L .
' .Cal-Am estimates that if it were to undertake const-uction of ‘

the tequired facilities, and if it could provide ‘the necessary
financing, Trevenue of 2t least $4, 920, 000 over and above the 1973 level .
of $3,200,000 would be required, an iIncrease of over 150 percent.
This assumes no increased corpo-ate incom.. tax since acceil.erated
income tax depreciation wonld offset the income requirement for
common and preferred stock. ' \ ‘
_ If a public agency were to finance thae project tbrough .
municipal bonds, Cal-Am believes that $2,760,000 additional revenue '
would be required, an increase of 86 percent. This: estimate made
no allowance for amy ad valorem taxes that Cal-An might 'be reQu:Lred
to pay oa Its possessory Interest in such a pro_",ect ~

The record does not contain sufficient infomution to ,
evaluate what the impact would be of financing the $52 560,000 cost
under the Corps dam altermative, plus the required treatment and - _
transuission facilities but obviously it wo..u.d kave 2 very substantialy
effect. , R
The substantial ...ncreases in revenue required under any of
these proposals, and the q,uestion of how they should be apportioned
between present and future customers, reinforces our conclusion .
reached earlier that our Crder .:.nstituting mvestigation should be
anended to include financing and rates. - -

- In the order that follows we will direct Cal-Am to file
quarterly. reports on the status of dovelopment of a long term water
supply and to furmish a copy of each sucb report to the Zone 11 Water
Advisory Committee. ‘ ‘
Ord Terrace Watex Quality Problems ' :

We earlier described the petition of the Ord Terrace Water
Quality Committee presented at the Novewber 19, 1973 hearing 'rhis
area is served from wells drawing upon the. Seaside aquifer which
wa.ter contains iron and notieeable amounts of «hyorogen sulfide. ~ The

TR
{ .
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distribution system was installed ‘by the former- East Monterey ‘Water
Company and tke distribution system pattern generally consists of
parallel and interconnected 4-inch asbestos cement and 2-:anh
galvan:!.zed steel distribution mains, one on each side of . the street.

Cal-Am was at first of the opinion that, since water samples
taken within customers’ houses were gemerally. much worse: than those
taken outside, the problem was within the customers’ plmbing
{nstalled a polyphosphate feeder at the Ord Grove plant in an attempt
to reduce the corrosive properties of the water.. _

No noticeable improvement occurred, however, and the problen
occupied much of the time of Cal-Am's water quality superintendent
‘Ronald A. Perdue, a graduate chemist. A water. quality consultant
from Kennedy Engineers was engaged by Cal-Am to investigate the
problem :Lndependently of Cal-Am. R

Mr. Perdue made several detailed progress reports at the
hearings. Cal-Am's attempts to rectify the Ord Terrace water quatity |
wexe nonitored by assistant utilities engineer Francis Stanley
Ferraro, a graduate civil engineer of owr staff. At the -
December 11, 1974 hearing, Mr. Ferraro presented- the followzt.ng
appraisal of and. recomendations concerning the s:[tuation' |

"Inspections of Califomia-American Water Company's
facilities in Ord Terrace were made June 3, August 2,
September 30 and November 12. During these \
inspections, meetings took place with California-
American's representatives, Colleen McGrath, the
Co~Chairman of the Ord Terrace Water Committee,
Robert Ryder of Kennedy Engineers, representatives

of the City of Seaside and customers in the Ox:d
Terrace area.

"Throu gh many discussions, meetings and inspections,
the staff bas concluded that: -

"L. Iron and sulfate reducing bacteria are the
probable cause of the. objectionable taste
and odors in Ord ‘I’errate.




. [ .
‘ o .’ ’

A. 53653, C. 9530 lmm

.\“

"2. The irom and sulfate bacteria probably
entered the distribution system during
its Initial development or sometime .
thereafter and began to flourish in all
the iron pipes, especially those of the -
customers. ' o | -

The taste and odor problems did not become
noticeable unti)l chlorine was injected into
the system by the water company in order to
combat the hydrogen sulfide in the water
supply. :

The addition of chlorine in low amounts less
than 1 Mg/L resulted in the killing of the
iron bacteria which then sexved as a
nutrieat source for the sulfate reducing
bacteria. This, coupled with the environment
of warm water 70-80°, and low pH of :
approximately 6.9 in the Ord Terrace water
supply, accentuated the taste and odors

and wade the water served objectiomable.

"In order to correct the taste and odor problems,
California-American has done the following:

"l. In April snd May, 1974 in the Ord Terrace
area, the utility installed 19 blow-offs
and 1 gate valve, did some minor comnecting
of distribution mains and began to extensively
flush its system. - :

In April, 1974 the utility replaced the
activated carbon with sand in the filters
at the Ord Grove well. : -

Increased the chlorine residual to 1.5 ppum.

Installed a sodium hydroxide or caustic soda
.feeder to control the pH and placed it into
operation on June 21, 1974. At present, the
utility is attempting to meintain a pH of
approximately 7.1. - '

"5, Allowed customers s who requested it, to have |
their pipes flushed at mo charge to them.

"There was no improvement noted in tke water. quality
until the caustic soda feeder was placed into '
operation. Its additfion, together with continued
flushing, increased the pH sufficiently to reduce
customer complaints. However, during a three-week
period in October end November, 1974 the caustic’




!

A. 53653, C. 9530 ‘hm

soda feeder was turned off in oxrder to correct..
a problem at the pumping station. Thereafter,
customer complaints to the staff indicated that
without pH control the water quality deter:torated
during the above period.

"Due to the chain of events surrounding the problems
of water quality in Ord Terrace, the staff has' con-
cluded that in order to maintain an acceptable water
quality in Ord Texrrace, Califomia-Amer Zcan Water
Company should:

"l. Maintain a dosage of chlorine which w:l.ll
- hold a chlorine residual of at least '
1.5 Mg/L at the Ord Grove well site. .

"2. Flush the problem arecas of Ord Terrace
on a regularly scheduled basis and inform
the customers as to the dates and hours.

"3. Continue the Eolicy of allowing those
customers with problems to have their
pipes flushed at no charge.

"4. Maintain the pH at a sufficfent level to -
produce an acceptable water quality.

"The water quality in Ord Terrace has been a long
complex provlem which only recently has shown signs
of improvement. The Commission staff will continue
to work with the parties and will maintain a con-
tinuing review of the water quality furmished the
Oxd Terrace area." (Exhibit 45.)

Following Mr. Ferraro's testimony, Miss McGrath ::esumed the
stand and reported that, while the quality of water was better, it was
not good. There were still problems with odox and color,. and she saild
that people of the area were still unaware of Cal-Am's program of -
fiushing the plumbing of ind:!.vidual customers-‘ R '

y
>
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In reviewing the Ord Terrace problem, we note. tha" there -
bave been mo complaints concerning salinity, and the overpumping of-
the Seaside aquifer does not seem to be the cause. The v:!‘.gorous
reaction of the residents to poor quality, but still potable,water
is but a harbinger of what {s to be ‘expected, in a much w:l‘.der area,
should sea water intrusion f:t.nally oceur.

We will implement the staff's recommendations :Ln our order
and we suggest to Cal-Am that, if it has not alre.ady done so, it shaulcz
notify customers in the Ord Terrace area of the- plumb:l’.ng flush..ng, |
program. We will also order Cal~Am to report periodically on the

status of its efforts to improve the quality of water :Ln Ord ‘rerrace
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- CONTINUATION OF PROCEEDING

The Monterey Peninsula water supply problem, as described in
the foregoing opinicn, involves complex engineering, geological,
financial, and soclal issues. In order to maintain a coherent recozrd
of our monitoring and supexrvising this water supply problem, ‘the
-Coumission's investigation, Case.No. 9530 will. continue.

Because there is sufficlent water in the ‘Carmel Valley
aquifer to meet Cal-Am'snear and intermediate term needs we will not,
at this time expand this investigation to Include the Rancho Del Monte

Division of Water West Corporatiom, which also pumps from the Carmel
 Valley aqu:l.fer. |

FINDINGS AND CONCLUSIONS.

Findings . | : |
1. A reasonable estimate of water requiremm:s for the year 1975
is 16, 500 acre-feet. '

2. The total supply of water available to. the Mont:erey D:I.strict

of Cal-Am, annually on a conti.nuing basis, is 22 000. acre-feet
determined as follows: -

From the Camel R:Lver : S :
(undexr present stage of development) 9,000 -acre-fget :

From the Carmel Valley. Aquifer . 11,000
From the:Seaside Aquifers 2.000 .
‘ Total . _ m acre-feet: :

3. 7The maximum total amount of water that can. be prudently
produced by Cal-An's ensting faciln.t:.es is 15, SOO acre-feet
determined as follows: SRR : :

From the Ca::tnel R:f.ver o , 9',‘000“,"acre‘-feet \
Frow the Carmel Valley Aquifer 4,500

From the Seaside Aquifers ) 2,000 R
Ioca]_ o o . 'E:macre-ﬁeet
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4. The concept of -conjtmctive operation of surface and under=
ground supplies is not feasible for the Seaside aquifers. |

5. There is no prospect, for the foreseeable future, 5. of .
developing a sufficieat supply of water to accommodate: the Hidden Hills
area for which a certificate of public convenience and necessity is
sought. : ’

6. There is an insufficient supply of water to justify the
granting of the request of Del Monte that Cal-Am be authorized to .
extend water service to the Deer Fiats and 0ld Capitol 'J.‘racts. :

‘7. The water supply situation is such that there is no -
justifica"ion for rescmding oxr 1ibera1izing our interim order of-

May 30, 1973. _ :

8. ’l'he preoently existing watex supplies of Cal-Am 8 Monterey
District are inadequate to meet the normel cont_nuing growth within
its service area. | :

9. Cal-An's Momterey District has reached. the 1imit of its
capacity to supply water and, except as provided fn the order thet
follows, no further consumexs can be supplied from the sySf'em of
such utilicy without injuriously withdrawing the supply wholly or
in part from those who bave heretofore been supplied by the
corporation. - :

Conclusions : ‘ o S -

1. '.L'he relief requesced Application No. 53653 should be

dem.ed without prejudice. | C : : ‘
2. The motions of Del Monte that Cal-6m be authorized to. extend :
service to the Deer Flats and 0ld Capitol Tracts should be deniec.. .

3. The motion of Del Monte for revision or modification of
interim order dated May 30, 1973 (Decision No. 81443) should ‘be denied.
4. Ordering Paragraph 1 of Decision No. 81443 should be

reaffirmed and. continued in effect._ ‘

S. Until otherwise permitted by further order of this Commission.
Cal-Am shou‘.l.d not provide water to new service connections, other ta:m

| ?69; SR
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teose in municipally sponsored redevelopment or remewal projects, ' |
umless a valid bullding permit has been issued prior to the effective -
date of this order. _ : : | n

6. Cal-Am should re.,earch conservation prograns of other water
purveyors, draft a vigorous and effective water couservation
program,and submit such program for our ‘consideration and approval

7. Cal-Am should implement DWR Seaside Activities 1 2, and 4
as agreed to in Cal-Am's Exhibit 33. '

8. Cal-Am shouid oraft and submir to the Commissiou a stand'by
plan for water rationin.g TR

9. The oxder iustitutmg investigation should be expanded to-
include finauces Cal-Aw’s relationship to its parent corporation,
arnd rate- structure, insofar as these subjects af-’-'ect the Monterey
Peui:o.sula weter t'i.tt.at:r.on. - ‘ LI ‘

10. The Comnission staff of the Finance and Accounts and Ut:.l:.t:.es‘
Divisions should ‘be directed to inves tigate the topics described in :
Conclusion 9 and prep..re 3 report or reports for our consideratiou.\

11. Cal-Am should be directed to file mouthly reports on the
status of financing and constructing the Begoaia d{ron: rexoval plant .
and the Canada de la Segunda pipeline project. Copies of each such
report should be furnished to the Zone 11 Water Advisory Committee.

12, Cal-Am should file quarterly status reports om its progress “
in augmenting the intermediate term and loug-term ‘water reqv.iremects
of its Monterey District, and furnish a copy of each such repor* to
the Zone 11 Water Advisory Conmittee.

13. Cal-An should continue its efforcs to ..mprove wate:t qua" itv
in the Ord Terrace area of Seaside end, specifically, continue with
activities 1 through 4 recormended by the scaff in Exhibit 45. ‘ Cal-Am _
should file quarterly reports on the quality of the Ord 'J:errace |
water and of the status of the utility's efforts to improve it, and
fumish a copy of each such report to the Ord 'rerrece Water Quality
Committee. : - ‘

4. Case No. 9530 should be continued..

-70-
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SECOND INTERIM ORDER

IT Is ORDERED that:

1. The relief requested in Application No. 53653 1s denied
without prejudice. ‘ :

2. The requests and motion of Del Monte Properties Company
entitled "Request for Order Providing for Wate:.' Connections Previously
Approved by the Commission™ and "Motion of Del Monte Propert:’.es |
Coxpany forRescission or Modif:’.cation of Interim Order Dated May _,0
1973 (CPUC Dec. No. 81443)" are denfed.

3. Ordering Paragraph 1 of Decision No. 81443 Is reaff.q:med
and contirued effective as of May 30, 1973.

4. TUntil othexrwise permitted by furtb.er order of tb.:'.s
Commiosion, Californiz-American Water Company sbal’ not. provide water
to rew service commections within its Monterey Peninsula District,
otker than those in m\mic:.pally sponsored: redevelopment or z:enewal _
projeots, unless, prior to the effective date of this order, a val'fd |
building permit bas been :’.ssx.ed

5. California-American Water Company shall resea.rch; cornservat:{.on
programs of other water PuUIveyors, draft a vigozous and effect:.vc
water comservation program,and, on or before Cctober .ﬂ., ...975 submit
such program for our consideration and approval Approval will be
by means of a letter from ocur Secretary. ‘ :

' 6. California-American Water Company shall implement Departmeat
of Water Resources Seaside Activities 1, 2, and 4 as agxeed to by .
California-American Water Company in its Exhibit 33 in’ this” ‘proceeding.
The two-day shut down of wells called for in Activity 1 shall be
accomplished before March 31, 1976. The observation well called for.
In Activity 2 shall be completed by September 30, 1975. The program
of monitoring the observation well called for by Activ:tty 4 shall
comrence by October 1, 1675. Monthly reports of the reou:’.t_s___of_
monitoring the test well, together with an Interpretation and
evaluation of such results, shall be' furnished to the Comm:tss:.on '
monthly, commencing on October 31 1975. - |
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7. Califomia-American Water Company shall draft and submit to
the Commission, on or before October 31, 1975, a standby plaa for water“ \
rationing. :

8. The Commission's :lnvestiga.t:!.cn :[s expanded to ‘.[nclude ,
California-American Water Compazy's £inances and its relationship to
American Water Works Company, insofar as these subjects .affect the
adequacy of the water supply of the utﬂity s Monterey District. o

9. The Commission's investigation is expanded to include the .
rate structure of Califorr.ia-A:ner:tcan Water Company s Monterey D'Lstric... '

10. The Commission staff of the Finance and Accounts and
Utiliities Divisions is directed to :f.nvestigate the top:t.cs described
in Ordering Paragraphks 8 and 9 and prepare, on or. before June 30
1976, a report or reports for ouxr consideration.

11. With.:.n thirty days after the effective date of th:.s order,
and the last day of each month thereafter Cal:t.fornia American Weter
Company shall file a '-eport on the status of f:'.nanc:r.ng aund eonstruct:’.ng
the Begenia iron removal plant and the Canada de la Segunda pipel:!’.ne
prolect. -
12, W:t.thin thirty deys after the effective date o:E this order, .
and each July 31, October 31, Janu:.ry 31, and Aprﬂ. 30 thereafter,
California- -American Watexr Company shall file status reports on its
progress: in augmenting the intermediate term and 1ong-term water
requirements of its Monterey District : )
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13. California-American Water Coupany shall ‘conti:f:me-? its efforts
to Zmprove water quality in the Oxd Terrace area of Seaside and
specifically continue with Activities 1 through 4 recommended by oux
staff In Exhibit 45. Within thirty days after the effective date of
this order, and each July 31, October 31, January 31, and April 30
thereafter, California-American Water. Con:pany shall fﬂe reports as
to the quality of the Ord Terrace water. and the Status of the utﬂity 's
efforts to improve it. - ‘ N

14. The reports required from Ca‘l.:l’.fom:l‘.a—Americm Water Company
in Ordering Paragraphs 6, 11, 12, and 13 shall continue untfl
authorization for their discontinuance is received by further order -
of the Commission. A copy of each report shall be fﬂed with the |
Zorve 11 Water Advisory Comnittee. A copy of each report requ:‘.red by
Ordering Paragraph 14 shall be- fmished to the Ord Terrace Water
Quzlity Committee. : ‘

15.° Case No. 9530 is continued.

The effect:ive date of this oxder shall be twenty days aft:e::
the date hereof.:
Dated at _ -

dey of ____ JUNE

San Fra.ncmco; ‘




