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CITY OF BERKELEY, s mmicipal
¢orporation, . ' ‘ '

Complsinant,

3. Caso No. 1894.

EAST BAY WATER comm
:Do:rend.&nt.

- M. A. ROSS. L. Eu BLOCM, Rt E.
JOENSON, EELEN L. BOUGE, CLARA C.
CLARK, EMMA REAVY, EMILY S. HARRIZ,
JACK EENDERSON, FRANK L. SAYLOR, .
STELIA E. WOODEEAD, MRS. W. T.
CLEVERDON, IRENUS E. EAYNES, GER-
TRUDE M. JACESON, MATRIE C. GAR-
LAND, PHILIP E. CEANDLER, CASSIE A.
SIVPSOK, MRS. F. We XERN, MRS. C.
DEEMEL, L. P DAENEXE, IRS. J.
YecINDOE, GEORGE H. PARENT, ARTHUR Case No. 1924.
G¢. RANILETT, MARY C. ZLWELL, MRS. '
XAREN JORGENSEN, MRS. N. J. LIND-
QUIST, JAMES EKLINGENSMITH, CEARLES
MILIER, EH. J. ZANEY and o 2.

MAEMS '
Complai.mnts .
V3

THEE ELST BAY WATER COMPANY, a
coxrporation,
Defencant.

X. A. ROSS,
Complainant, |
V8. Cage No. 1927.

EAST BAY WATER COMPAKY a
sorporation,

-
— e T el et N e

‘.De:fend.ant.

Louis Bartlext a.nd. L. D. Sanderson, for City o:t
Berkeley, conplainant.

Wiss M. A. Ross, in propria persons and for cer-~
tain comylaina.nts.

E. 0. Bdgeoerton and lcKeo, Tasheirs & Wa:arhaftig,
by Arthur ¢. Taskeirs, for defendants.

BY TEE COMMISSION:




CPIXICYN

The complaint of the City of Berkeley aliegos in effect

that the present rsates charged by ZSast Bay Water Company are 'm-.
fair snd exorbitant and enable the wtility to earn a retwrm upon

' the cost of property not wsed or useful in supplying soi'vioo to
consumers. It is further elleged that there Was an increase of
fourteen per cent. in revennes for the year 1922 over those ':tor
1921, and that future increases in consumption caxn bde cai'e& Lor
with relatively small expenditures for additional equipment and
with insignificant incresses in qpératm expenses. It 1s saserte
od thet the City of Berkeley is mnsble, on sccownt of charter lime-
itaticne, to pay the present rates fLor fire protecticn service.
The Commission ie asked to eliminate the "stand-by” cherge Zor
such service, to leave oa.cl:h;vo:t the Eest Bay citles free to nego~
tiste with the utility for the installation of mains and othexr
equipment required for fire protection; and to reduce the pz;eaent .
rates of Zsat Bay Water Compary at least ten per cent.

In Cage No. 1924, M. 4. Ross and 28 other Individuale allege

in effect that East Bay Water Company, by use of the so-called an-
nwity method of computing amortization and depreciation, is ens-
bled to eaxn, snd for s long time pa.af has been and still is earn-
ing, & considerably higher rate of return on ‘ita investment 1n .
nsed sund useful property than is shown in the report of the Commis~
sion's I':ngineo:rmg‘ Department, £iled at the initisl hearing in the
above entitléd Cese Fo. 1894. It s also slleged. thet the wtility

1s collecting row}eré.ue from lend which %8 zeithexr used nor " vseful

for water producing purposes. IFurther complaint is mede against -
‘the provisions of ‘some of the Commission’s Rules bf,.?rqcedure on

the grouwnd that they place mndue bnrdons.upon the rate payers.




The Commission 13 &sked to investigate defendent’s methods of ac-
comnting; to heve redress mede to complainants hérq:.n and to other
consumers of the uwtility for all amounts erroneounsly collected; to
zake proper deductions Lrom the utility's capital accomts; t0 el=~
iminzte wunecessary lands; to correct other injustices to comsum-
ors; snd to provide for such changes in the Commission’s Rulesz of
Procad.ure as are necessary snd dezirable. |

The compleint of M. A. Ross, in Case No. 1927, alleges 1n ofw
fect that East Bay Water Company is violating the provisions of
law and the rules and orders of this Comiaaiqn by reasan of the
1denticsd acts complained of iz Case No. 1924.

The answer of East Bay Water Company to the complaint of the.
City of Bexrkeley canatitﬁtos 8 genersal denial of the essentisl al-
legations of the complaint and in psrticulsr givors that the util-
1ty, during the yesr 1922, realized a return of not more tran 7.05
per cent. on its investment in operative property. Iy way of an=
awer to the complalnt of M. d. Ross et al., in Case No. 1924, de-
.fendant enters a genersl denisl of the allegations therein, and by
stipulation at the hearing it was agreed that this answer should
" also be sccepted and oomsidered as defendant’a smswer to the slle-
gations contained in the compleint in Case No. 2927.

Public hearings in the above entitled matters were held in
San Francisco by the Commission, all interested parties having
been duly notified axnd given an opportwmity to be present and to .
be lheard. In order to facilitate matters it was stipulated that
The three complaints might be consolidated for hearing snd decl- .
sion. ‘ , *

'.ﬁho position of the City of Berkeley as indicated by "a.:rgu.-
mexnt and evidence su.‘omittod. at the bhearing is that the present
ra::tos of Bast Day Water Company Should be relduced 12.65 per cent.,
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the showing being based upon what the City's representative termed
the ™prudent investment theoxy" of rate £ixing, 2nd the smount ome-
sidered ressonabdle as & ret'um‘npon the assumed investment in used
and useful property bdeing caloulated upon the rates of interest
actually paid uwpon. outstanding\ bonds a.nEG. dividend rates on‘ outastande
ing stock. It should be noted that, a.jffhongh the City's principsl
exhibdit includes an estimsted increase iu.the wtility’s met esrnings
for the year 1923, no provision iz made therein :zor.tixe-‘necoaa&ry B
additions to capitsl during the same year, which the evilence indi-
cates will smount {o at least ome million dollars. The addition .of
this necessgssry additicnal oapitél will obviously materially reduce
the City's estimate of 3o-§alled. excess ea&nings. ,

To subdstantiate the allegations of compleinants in C8208 Nose.
i924 snd 1927 there were submitted in evidense statements purport-
ing %o show results of operation for the year 1922, wliich in@ioat-
ed rates of rotuorn of 13.5 per gent., 16 per coent., and i9.9 per -
cent., depending izpon verious assumptions as to values of none
operative. lands. It was therefore ssserted that a redustion in
rates smownting to &t least ten per comte. 13 justified and that a
robate of approximately $290,667 be made to conswmers Lor the year-
1922. It mey be stated in passing that complainap.ta in Cases Nos.
1924 and 1927 ha.vg not fully considered the basioc principloé oL
depreciation and have become confused by reason of an erroneous
combination of various elements oZ fundamentslly different mothods.

 An investigation of the results of operation of Zast Bay We~
toxr Compsny was made by the Commission's hydrauwlic engineers and
by the Department of Pimsnce and Accomnte. . The results 6:: this

investigation were S'p.bm.itted in evidence at the hearing and the-

following figures were Shown in the engineering report:




lverage Rete Base, Year 1922 . .- o $19,845,154
Expenses, 1922: |

£

Msintensnce axnd Operatiozm . . $1.,268,122
Deaprecistion Axnoity. » « . . . 182,472

Total Expenses. . . . e ,IEI,B&'Q

Oporating Revenzes, 1922 « « « « « . . , $2,887,160
Totsl Expenses, 1922 « « = o o & = & & 1,451,594
dvailsdle for Returm. . ' $:L,435,566- :

Rate of Return on Aversge Rate Base of _ : _
mg'ms,l& - - QV - - L] L 4 - » -» .. - - - R 7.24%

The question &3 to the proper amomnt to be excluded Lrom
rate base Lor non~-operative lends was again made & matter of
controvorsygm the present proceedings. This qmétion waB Thore.
oughly 'consi'dere& by the Commission 4n Decision No. 10347, dated.
_.é.;pril 22, ;922. and the evidence sutmitted in the present proceed~ -
1ngs 13 not of sufficient weight to mucate-fhafq the Commission’s
Tormer finding of the proper smount to be excluded f}om xsto ba.sé
on "a}ccomt of non~operative lards 8hould, at this time, be modi-
ﬁ.e'd... | ) \ . .

The CO;mnission bas very carefully cconsldered the matters in

_ controversy in thase proceedings, mclud.ing “he valme for rate
‘2ixing purposes of the proporty &ovoted to the public use, the
proiper d.g&uc'ai.ons; To be made foxr non-opoerative lands, ressonable.
sllowances for maintensnce =i operation expense, @epxecméiqg
a.unu;ty_, aud sll othexr Lazctors affecting & aetommtion a8 to
whether or not East Bsy Water Compeny is enabled to earn &n ex-
ceasive return under 118 present schedule of rates. Complete dip-
~eussion of all the evidence Submitted, and of theeunderlying prin-
ciples of rate Zixing, ie bolieved wmnecessary as mny of t,'ﬁo mat-
§9r§ and the principlesz mvolved. kave been brought to the stten~

tion of the Commiszsion In previows proceedings in which Tthis '

WEility wes izvolved sud have been comsidered oxhaustively in the
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&ocis:!.ons keretofore z-endere&.
The evifence presented Iz the present yrocoad.‘!.ngs is not .
s*c:tﬁciem: to md.iqate that the principles he;:gtoi’ore establich-

ed are erronecus or thst 'a roversal ¢f the COmm.ssio;:'a ;poaition.

is Justified. .

’J:‘ne COmmissi.on 1s a8l30 of the opinion that the oa't:!.ma.tes of
rate base, maintensuce and operation expense, snd d.e_proc?.a.ticm
spnuity contained in the report of its hydraulic engineers are
' reasonsble, and ‘Turther that the rate of return mpor the average
Lair vélﬁe for rate £ixing purposes of the property devoted V't':o
the pudlic wse was approximately 7.24 per cent. Lor the year 1922'.

-obvq.oua].v “the question of z reasonable rate of return wpon
any uwtility property d.ej;ond.s upon the conditions a8, ciz:émsten-
coe affecting that particular property. The final detamingt:.on
must of mecessity be largely s matter of jfulgment. Giving con~
sideration to 811 pertinent factors the Commiséion is of .'t':he‘ opim'-
ion that a rate of return of 7.24 per cent. for Zast Bay Vater
Company i3 not excessive at this time. ” |

It will slsc bo unnecessary to discuss the fundementsl prine
ciples governing the establishn}ent of rates foxr fLire prétqction
gervice &8s the Commission's previous decisions in the mg't‘té: are
clear' and explicit. Ro:tei-exice nay be made therate for a m:. oxX=
planation of the methods employed in determining What porticm cf
the total cost of renmdering service should be assessed against
the mumicipslity on accownt of £ire protectiom. The Commission
is 2till of the opinion that the mmicipelities showld pay &
proper proportion of the totsl cost of the wtility service and
oannot recede from the position heretofore taken 'boca.use b:z the
:Ea.ct that one comsumer £inds it difficuit or mcmvenient o ;pay
, 11:8 ‘share of expemse.




- 411 matters dbrought to the Comiasion‘a attention in 'those
proceed.inga have, received the same sarefnl consideration as ha.s
been given the vitel factors sffecting the reaaonablonpsa of the
rates, and 'che'only course oypen yis a disiuissa;l. of the complaints.

OQRDER

Complaints having beoen made a3 entitled sbove against the
Zast Bay'walto: Company snd the reasonableness of the rates charg-
ed by that utility for service to its consumers, public hoa.ringcu
-having been held thereon, the matters having been an'bmima and
the Commissionm being now Tully informed in the ;premiaee,

It Is Hereby FPound 2s & Pact that the ra‘toa now charged by

East :Bs.y Water COmpa.zw for water delivered to consumers are just
and ressonable rates Lor such sService. |
| 4nd ‘b_gsmg the oxder wpon the foregoing Zinding of feot and
vpon the Statemqnts of fact contsined in the preceding opinioxn,

I? IS EEREBY ORDERED that the above entitled oomplainte be
and they axe hereby dismissed. J4_

Dated a_.t' San Prancisco, California, this /4 day of

Septenber, 1923. ‘ . . o
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