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OPl:XXOJi -_ ..... .-..-.. ........ 

T.b.e compJ.a.1nt o:t t:be City of :Berkeley alleges in efieot 

tha.t the present . rates charged. 'by East :B8.r water Comp~ aretrQ.-

~a1r a:c.d. exorbitant cd ena.ble th~ utility to ea.rn a re~ u»on . 
the cost of property not uaed. or 'ttSe~ in BUv'pl3'1l:lg serv1ce to 
consumers. It is ~er alleged th&t there was an 1nc.reaa& o:t 

fo'C%"teen :per oent. 1n revenues tor the year :L922 over those :for 

~921. and. that :ta.ture 1noreaaes. 1n oo:c.s'Q%llPti.on can 'be oare<t for 

With rel&t1vel.y ems.ll expend1ttzres ~or additional. equ1;pment sn4. 

with 1ns1g:c.'11~t . increases in <?perat1:cg exp8nsea. It is assert-

ed t:b.a.t th~ City of ':Berkeley ,is 12J18,ble. on aocotZnt of ~ha:rter llm-

1tatiollS. to pa,. the present rates' ~or 1:1%e :protection servioe. . . . 
~e Commission is asked to eltm1na te the watand_byW ch&r.ge :tor . ... . . ., 

such serVice. to leave each ,of the' East :Bq 01 ties :tree to nego-

tiate With the utility 'lor ~ the 1nstaJ.l&t1oXt of mama snd other 

equipment required for :tire protection; and. to reduce the ;present. 
rates of East Bay Water COIn);l~ a.t least ten per cent. 

In Case 110. 1924. :M. A. Rosa &:l.d 28 other 1n.d.iV1dt%8J.a allege 
- ',,",,,*,~,I' 

in effeot tJla.t East Bq Water CompeJ:l,'1, by use o:! the so-called an-
n1:Z1ty method of oomput1llg amort1za.t1on and de:proo1&t1on, is ena-

bled to eam~ and ~or So long t1me put has been and atlll. is earn-

1l'lg. 8. considerably higher ra.te of return on its 1nvestment 1n 

used and. use:tnJ.. :property th8:l is Shown in the report o~ the, Commis-

sion I s ~e&r1ng De;pa;1:ment. filed at the 1n1t1tiJ.hea:r1l:lg 1n the 

above ~t1tled C&s~'No. 1894. It is also alleged that the ut111t.y 
. 

is eollect1:cg revenue from ~snd. Wh1ell is neither uaed nor use:!'C2 

!or water prod'O.e:tng~oses. Furthe.r com:pla1nt 18 made aga.1n8t . 

the prOVisions o~ so~ of the Comm158ion·s ~ee of,~ocedure ~ 
the gro:and that theS- :place 'C%I.Q.ue b'Crdens ~on the ra.te :payers. 
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~e Commisa1on is-a.sked to ~estiga.te defendant's methods o~ 84-. 
COtmt1Ilg; to have redress made 'to oemp~a1:r1.an.tB herein and to other 

oonsmners of ~e utility for all. smomts erroneousl3' collected.; to 

make proper de4:a.~t10ns from the utility's ca.pital accolXl'lts; to 01-

1m1l1tz.te 'anl1eoesa&.:7 lands; to correct ,other 1n.1uet1oes to' eCl1S'am-

ers; and to provide for such cha:ages 1n the COmm1ssj;O%l.' 8 Rales of 

Prooedur~ as are n$cessar,y and desirable. 

T'.b.e oompls.1:c.,t 01: X. A. Ross, in case No. 192'1. alleges 1n ef-

feot tJla.t East Bay Water ComptUl3' is violating the proVisions of 

law and the raJ.es and orders of this CommiSSion b,. reaso:a. of ~he 

identical &ets oOXlll>la1ned of 1n case No. 1924. 
, 

The answer o~ East :Bq Ws.ter Co~ to the eompla.1nt of the-

C1t~ of Berkeloy oaaat1tutes a general denial of the e8~t1&l $1-

legations o~ the compla1nt 8Zld in part10ular averS that the util-

1ty,. dur1:c8:tlle ye,s:r 1922, realized So return of not more- tlw:l. '1.05 

per oent. on its 1xLTestment in,opera.tive propert,.. :B7 -&'3' of an-

swer to the oompla1nt o:f' M. A. :Rosa et aJ.., in case No. 1924, de-

. fendant enters a genersJ. denial. of the aJ.legation.a therein, ~d b7 
stipulation at the hes.r1l:lg it was agreed that tUB answer shot1l.d 

&lso be $OCe:pted and oonsidered 80S de~end.snt 's m;r.sv;er to the all.e-
. 

gat10ns contained ~the oompl~t in Csae No.-~927. 

Publlc hear1:o.ge ~ the above ent1t~ed ma.tters were he~d in 

Ssn,Frsne1soo b,. tho Commission. all 1nteroated parties haV1ng 

been d'Oly notified and given an o:p:port'tlIl.1ty to be present and to " 
be heard. In order to facilitate matters it was stipUlated th&t 

the t:bree oompl.a.1nta might be consolidated ~or hear1ng and. deo1-

sion. • 

~e pOSition of the City of :Berkeley as indicated bY' 'argu-

ment and. evidence submitted a.t the hearing is tha.t the :present 

ra.tes of Ea.st ~ Water, Com:p~ sho'Ql.~ be reduced. J.2.o5 ;per oent., 
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the shoW1Xlg being baeed upon' W'.tl&t the Cit~'s representative temed 

t1le ":Prud.ent 1uTestment theor.v" of rata f1x1%lg, and tM amo'tmt ace-
~ . 

sidered re8.Sona.ble as ,a roturn upon th8 G.Ss'tlmed 1nvestment in used. 

s:c.d useful ;property being oalaulAted upon the rates of interest 

actuaJ.J.;v paid. upon, Otz.t8tsnd.1llg bonds snd div1dend ra.tes on outstana.-
," 

1llg stock. It shouJ.d. be noted that, sJ.,though the C1"t1's prinoipal 

eXh1bit 1ne~udes sn estim&ted increase in.the utility'S net esr.n1nga 
. 

:for the year J.923, no :prov.tsion is made therein for. the neeesaa.r.v .. 

a.dd1 tiona to espi tal. d'O.rlllg the same '3'68%, Whioh the ev1de~e 1nd1;" 

cates will amO"Ql1t to a.t least one mjJlion d.ollara. ~e add1tion ,of 

th1sneoesa8%'Y a.dditiol'l8.1. oa:p1tsl. will obV1ouslS materia.l.l3' reduce 

the City's est1mate of so-called exoess esr.n1ngs. 

To substantiate the s.llega.t101l-s of cOllXl'la.1nants in. CUes X08.' 
I , 

1924 .end 1927 there were subm.1 tted. 1n eVidence statements' P'al:POrt-

1Dg to show results o:! operation for the year :1.922, whioh 1nd1oa.t-. , ~ 

e~ rates ~f r&tur.n o'!,lZ.5 per oent •• l6 ~er cent •• and 19.9 ;per· 

oent •• de~end.1:c.g tt);)on w.r1ous &SS'amptions as to values of non-

operative., J.snd.e. It was there:fore. asse%'tedtha.t 8. red'C.t):t1on 1:0. 
, ' 

ra.tes amotrC.t1J:lg to at least ten per cant. is jU8t~1ed and tha.t ... 

rebate of a:pprox1mLtely' *290 ~60'1 bo _de to OOD.s'Cmers for the :;ea:r~ 

1922. It ~ be stated 1n passing tha.t compla1l::L8nts .. in Cases Jioe. . . 

1924 and 1927 have not ~ eo.as1dered the basic pr1nciples of 

depreciation snd h&.ve 'beeome eonf'a..'3ed· by" reason of an er.r:oneo'CtS 

eomb1n&t1on of various elements o~ :undame~tSll1 difforent methods • 

. . .An investigation ,o:! the res'CJ.ts of operation of East J3&,. We.-

. ter Compe:ny. was made b~ the Commission's :b;rd.r&ul1e e:cg1lleers .and· 

by the Department o:! F1nanee and. Aooo12%l.ts. . The :reBUl ts o:f tb.1s 

1nves.tjgat1on were Sl'.bm1 tted. in eV1dence a.t the hear1Ilg and tl:18 ,-" 

:tollow1:ag :t1gcrea were shown 1n the eng1neer1x1g re:PQrt: 
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J.verage Rate :Baae, Year 1922 

Expenses, 1922: 

.. " .... • • 

Ms.1nteJlSllce and Operation ....... . 
De~reciation Annuity_ • • • • • • • • • 

Total Expenses. • • • • • • • 
Operattng Revenues, 1922 • • • • • • • • • • 

To~ Expenses, 1922 ••••••••• 

J.va.1ls.'ble ~or Return •• 

Rs.te of :Return on Average Rs.te :Base o~ 
$l.9 ,845,154.. • • • • • • • • .. • • 

• • • 

· - . 
• • • 

$1,268.122 
183,472 

U,m~S94 

$2,.88'1.160 

1,451,594. 

$1,435,566 

!!!he question as to the propel: smount to be .exeJ.ua.ed 'j!rora. 

.:r:s.te base ;t.or 1l0n-oper&t1ve lsnds was again made 8. mattor o~ 

controversy:~ the present proceedings. This question was thor-. 

otlghly eonstdered 'b7 the Oor.rmd.ss1on 1n Deeision No. lO34r'l. dated.. . .' 

Apr1l 22, 1922, and the evidenoe submitted. 1n tho present proceed. -, . . 

tags 1$ not of stttf10ient we~t to 1ndioate·that the Commission's '. ~.' '. tormer finding of the proper smount to be excluded ~rom rate base 
l' .. ~ #. • ,\'" 

on aocotrnt ot non-o:pera.t1 ve lanCls' should" a.t tlns t1m.e, be mo41-
"""", . . ~ 

. ~1ed. 

The Commission has very csrefuJ.l.y eons1dere6. the ma.tters· in 
} ~. " 

controversY' :1n th~se prooeed1%lgs, 1noI.ud1:Jg -::he value -tor ra:te" 

!~illg 1''tl.t"poses o~ the property devotGcl. to the pu'bllo U8&, tb.B 

pro;p&%" ded'.ttetioons· to be made for non-opera.t1ve ?-&lds p reas.o:rJIJ.1>le. 
, . 

a.llowsnces ~or ma.:l.ntensnee ena. operation ex;pense p depreciation 
~ < ,,' 

a:l'.l:o:r:t1 ty, and aU otAer ftLOtors e.tfeet1ng &. deteim1na.t1on as to 

whether or not Ea.et :Bq Water COIlll>eJ:lY is ona.bled .to ea.r:c. a.:c. 8%-. 

e&ss1ve retur.n under its present sohe~ule o! rates. Complete dis-

CUSSion o~ s.:u th,,, cVidetl:CG SU'bm1.tted, and of tMa'Ol'lderl?1llg p:dn_ 

c'11'1es of rate :f'1x1%lg, is' 'boI.1eved unnecesss.ry as DlSl'lY 01: the ma.t-

ters ,snd. the ~%"1nc1;P1e3 inVolved hs.ve been brought to the a.tt~ 
" .. .... 

t10n ot' the COmmi3sion !xL r;rev 10us :proceedings ,111 vt.b1oh this 

utility was· ~olved Sn~ have been e~s1~ered exhaustively 1n ~e 
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~ec1s1o.ns heretofore rende~. 
~e ov1denee :presented ~ the present p%'ocead1:lgs 1s not , ' 

stz:tfic1ent to 1nd1~8.te th&t the pr1nciples he~,eto:fore OI5ta.bUs~ 

ed are erroneous or "that 8. reversal cr.! the CommisSion's posltion 

is just1!1ed.. 

~e Commiss1cc. 15 sJ..so OJ! the opin1on thst the .ost1ma.tes of 

rate base, ms.1ntentl.TlCe 'and operation oxpo~e, snd ctepreo1e. t1a:t. 

.9.:O:c:a1t,. conts.1nod 1:c. the report of its l:Iydra'tIJ.10 eDg1neers are 

reasona'ble" 's.:o.d ':!'tl.:rtller th&t 'the rate Oi' returri upo:z:. the' average 

:t&1:r v8J.:c.e for ra.te :r1X1ng PtIrPOS8S of the propert,- devoted ,to 

the public use was a:pp%'ox1mtl.tely 7.24 :per cent. ~or the '3etJ:r 1:922. 

,ObV1C)U8~ "the queat10n of s. reasons.ble rate, of r&turn upon 
• . -. fl· . 

a:r;.y utili t,- :propert,- de;pend..s upon the oond.1 tio%1.8 s:a.d e1raamstc-
, . 

oee afiect1ng that part1culs.r Pl'ope%"'tl". ~!1na.l d&te%'m1n&t1on 

must of necossit,. be largely 8. ms.tter of !udgment. G1V1%1g '(l()%l-
, ' 

s1dol'&tion to Sl~ pert1nent :taotors the Commission 1s o~,tho o:p~ 

ion, t:bAt a rate of return ,of 7.24 :per cent. for East :Bq Water . . 
Co~ 113, not Go.salve at th1s time • 

. It 'Will also be 'IXCJleceSS8r%'7 to diseuss the :tzmd8:alen~ ~r1n­

eiples gover.n1ug ~e est8b116~e.nt of rates for ~1re prot~ot1~ 
se:rv1ce as the Commission's preV10ttS decisions 1n the matter are , 

, . 
olear and. ex;pllo1t. Re~erence rtJA"[! be mad.e the-rete :ror a :tUll ex-

pl~t1on o~ the methods ~loled ~ deter.m1n1ng Wh&t port1~ cf ,. 
the total cost of rendering service should be assessed aga1nSt 
the'm:a:o.1o1ps.l1ty on aoOOmlt of fire :proteotion. The Commission 

1eet111 ~f the o:p~on.tAat the ~1c1p~t1ea ~hould ~ a 

proper proportion of the total cost of the ut111~ servico a:c4 . . 
ca.nnot recede tl:om the :poe1 ti01J. here·tofore tske1J. beo.auae o~ the ... , . 

fact tll&t O1J.e eo:czamer f1nds it d.1!f~~'a:lt or, 1n.oonven1ont to 'P&'Y . . 
its sbare ~ e:peneo. 
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- .4ll.. mtte-X's. brought to the Oommission' 8 a.ttent10n 1n tlleae 
. 

procee~s have. received the same eare!Ul o~s1der&t1~ as has 

'been g1 Ten the Vi tal :t'&ctors ~eot1:a.g the reasonablen&ss of the 

rates.· s.nd. the oXll3' course open is So d1smissa;L of t:ce eaupla1nt8. 

'. 

Oom;pls,1nte 'bav1ng been mde s.s 8nt1tle4. above aia1nst the 

East BaY'. Water Com:P~ and the r~asons.blene88 o:r therate8 oharg-

ed by tllAt utilitY' :ror serv10e to its consumers, pubJ.1c hea.r1l:lga . 
. having been held thereon p the mattors :bA~ been subm1 tted. 8nd. ' 

tho Comm1ss1o:c. be1ng now !'aJ.lJ' 1n!ormec. 1n tJle preZl;is8a; 

It Is Rerebr Found as a Fact' that the rates now charged bY' 

E&st :Ba1 Wa.tor Com:P&XJy ~or weter de~1'V'ered to oonsumers .&%0 Just 
an4 reasonab1e rates ~or suCh service. 

And ,baSing the order ~on the foregoing t~1ng o~ :raot and 

upon the statements of ~act contained 1n the pr&ced1ng ~tn1on. 

~ IS Hta'Fn OBDERED tha.t the abov-o entitled oaapla1nts be 

. /, 
D&ted a.t' San hs.uo1soo, Oaliforn1&, tll1s ' I ~' 

} F 

Septem'ber, 1925. 


