Decision No.

SEPORE THE RAITROAD COMMISSION
OF THE STATE OF CALIFORNIA

?%1???'01\! uols1oa(y

In the Matter of the Application of

EAST BAY WATER CONPANY Apnlication
a corvoration, for an oxder author- . ﬁo. 3011
izing issue of bonds.

W. 2. Creed, Arthur G. Tasheira and Sammel
Srring, for East 3ay Water Company.

B. D. Marx Greens, for City of Berkeley.

John S. Partridge, for City of Ookland.

EDGERTON, Commissioner

OPINTON

This 15 an gpplication by Eaet Bay Water Com-
pany for authority to issue 1it3 bonds not to exceed in
the aggregate $487,007.25 to reimburse its treasury for
ﬁonies oxpended for capital purposes and to provide
funds for the improvement snd construction of its facil-

ities.

Pormal rrotestes against granting this applfca—

tion in 80 far 3 1t relates to the Sen Pablo project
were made by'the cities of Berkeley, Oakland, Alameds,
Richmond and Piedmont.

| At the heering herein protestants spvesred by
cqunsel and agreed that the relevent evidexnce in Case

1008 (an investigation on the Commission’s own initiative




into the rates, rules and regulations of East Bay
Weter Coumpany) might be concidered by the Commis~
sion in passing upon *this application.

The company at the time of the hearings
in the rate case bad comaitted itself to, and made
& very considerable expenditure in, develoning the
go~called San Pablo project. Thié included the
selection of o site for s reservoir snd dam, +the
preparstion of the foundations of the dam and the
adoption of »lane vrepared vy engineers for the
conetruction of the dan and spprurtensnces.

Most of the c¢itiec which now vrotest
against the granting of this application made in
the_rate‘case a protest against the inclusion of
axy exponditure for the 3an Pablo project in the
sum wpon which rates should be besed.

In the rate case much exvert evidence |
was introduced as to the relative merits of the
San Pablo vroject compaied with other possidle
water developments on property now owmed by the
company and also in comparison with vrojects for
bringing water from distant sources such as the
San Joaquin and Sacramento Rivers, Calaverss' sup-
ply 02 Syring Valley Water Comparny and the Hetch
Hetchy vrofect of the City of San Francisco.

Engineers who gppeared Lor the company ex-

pressed strong conviction that the dullding of’the
San Pgblo dam and the impounding of water taeredy was
s wise expenditure of money. On the other hand wit-
nesses introduced on behalf of the protesting communi-

ties testified that the expenditure of money om tals




dam was‘unwise in that while 1t was admitted that

g satisfactory amoumnt of water would be wroduced,
that this impounded water would be more costly than
water which could be obtained from other sources.

As 1o the comparative merits of the San
Pabdblo develovment there is marked conflict of en-
gineering opinion in the evidence. It iz admitied,
however, that 1f the company ic vermitted to pro-
coed with tho San Pablo development there will be
yroduced foxr the East 2ay communities'a sufficient
ouantity of water adequately to supply the néeds
of present and future consvmers up %o about.the‘
yeer 1927 and it is sdmitted on all sides that im-
aediate development of water must be had to cafe-~
guard the peovle in g water supply.

While there is very little agreement on
the engineering vroblems involved between the en-
gineers produced as witnesses for tre company snd
the engineering ovinion produced by protestants
and the engineers of the Reilroad Commission there
axre certain facts which t0 my mind have been estad-
lished.

It gppeare clear that 4L no outzide or
distant sources of supply become availebdle the?t all
of the water producing rossibilities of the company’s
system must be taken advantage of and that if they
are there will be »roduced water suff;cienx to care
Lor the communities involved up to 1938.

The matter of outside or additional or

substitutional sources of water supply becoming




available %0 this company and the times of such
aveilability are matters of speculation.

There is nothing in the evidence upon
waich o conclusion can be reacked as to when Eetch
Hetery water will be avallable to the cast side
communities and this is true of all suggeeted‘pos-
sidble available sdditional or swbstitutionsl sources.
It may be that before such sources can be mpde gvail-
eble, elither by this coxpany or other agencies, that
it will be necessary to develov all of this company's
rrojocts. If this proves true then the Judgment
as 10 seguence of development of the Projects is
Solely oné of expediency, all things considered.

Mr. Wm. Mulbolland, Mr. J. B. Lippincott,
M?. ?. C. Eerman and Mr. G. E. Wilhelm, 2ll engin-
eers of experience expressed the conviction that the
San Pabdlo project should immedintely be developed
regardless of any subsequent develovment of the
company's other sources of supply, snd also regard-
less of the »ossible coming in of outside or sddi-~
tional sources of supply.

Wr. Mulholland particularly wurged the
henefit of the San Pablo reservoir as s storage and
balancing reservoir although he admitted thet 4T
used 2o0lely a8 a2 balancing reservoir it need not
be built of a8 great capacity ac now plamnmed by
the company.

Mr. Iippincott end Mr. Fermsn after mak-

ing meny comoutations arrived at the conclusion




toet San Peblo water is the cheopest water avallable

t0 the cbmpany. On the other hand, Mr. R. W. Hawley,

Caief Hydreulic Engineer of the Reilréad Commission,
using the figures éroduced'by the engineers of the
company estimates thst the Ssn Pablo project involves
the production of water st a much higher cost than
the vroduction of water on other verts of the come
vany's system and he urgés that'the San Pablo vroject
shonld be stopvel and trhat develovment shkould oceur at
what is called the "Upper San Lesxdro Reservoir Site".

One of the points Mr. Hawley makes against
the San Pablo development 18 that the company claims
thet it should retain all of the water-shed lands
owned by it and that if this claim is sustained by
the Commission the San Pablo vrofect includes 2 large
acreege of water-shed lands, éhe valuwe of whick would
increase rates. '

This point cammot be considered im this ap-
rlication becanse the guestion of the retentlion of
water~shed lands has not beexn decided in the rete case
and in my Judgment must be decided Lrresyective of
whether the Saxn Pablo wroject goes Lorward or is
‘stopped.

I believe that the conilict in the opinions
0f the engineers i3 in some degree at lesst due %o
the diffoerent assumptions or »remises Lfrom wiaich they
start. Avparently the engineers vroduced by the
conpany believe that in all prodability all of the

availsble water impounding sites now owned by the




company will have o be develoved. On the other

hand engineors in opvosition apparenily assﬁme
vhat there can be mede available to tihe company

an outside source long vefore the necessily arises
for the developing of sll of the wnter'projects of
" the company. It is true that this accouwnts only
in part for the corflict in ovinions but I believe
that it hes an influence oxn the sttitude taken by
ell the engineers.

If the Coﬁmission‘is geriously to con-
gider and determine which of tike water vrojects
is the most sound Lrom every standpoint, 41t must
swostitute 4ts Judgument for that of the managers
oL the vroperty.

I beliove thot the determinatién of
which, smong seversal possidle watexr developments,
should go forward, rests primorily with the men-
agement of this company. I do not believe that
the Commission zhould attempt to set aside the
power snd control of the maxnagement of this com-
pany in determining the development »roject which‘
should now go forward. Neither 4o I bellevo
that the Commission should relieve this manage-
‘ment of responsibility for results by substitub-
ing 4its own Judgment iz this regard.

In this varticular matter we are 1ol

desling with s project the oprosition to whick




cleims that it will not serve its purpose: or
that the project considered alone and by itself
is entirely unworthy, dut we heve taeir clainm
that 1t Ls not a3 good as come other project.
Wo are asked vo weigh with extreme nicety the
conflicting opinionsg of englneers and to come
to a concluszion sgainst the position taken by
the company wpon the advice of itz enmgineers,
and to innibit the cerrying out of a very im-
vortant water vroject.

IZ the Commission denies thic appli-
cation upon the ground that the Saz Pablo pro-
ject should vroceed no further, then the Com-

gsioxn logically must take the vosition that the
dan site snd the lands necessaxy t0 this pﬁoject
should be disvosed of by the company or that
none of it could Ye considered as forming a

proper vart of 2o rate base.

The company thereunon would be com-

pelled %0 either stand by and wait this Commis-
sion’s actionm détermining definitely whick
projfect, if any, should be procecded with, or
it wmust apply to tvhe Comnission for such deter-
mination. The determination of the prover

project would be surrounded with the same conflict




of engineering opinion as we are met with here,
aﬁd the Commission would be put in the position
that the manggement of the company now iz, and
finally be comvelled 4o choosce between the con-
Llicting engineering opinlons.

If this Commission were at this time
%o discourage or vrovent the development of the
San Pablo project it must face the Iinevitable
result that 1t never will be available, because
a8 nhas heen stated we bannot compel the company
0 20ld out of use the lands necesszry %o tais
project, and 2t the same time reofuse recognition
of tze value of tals land in o rate base; 90
that in all probability all of the lands involved
in this mroject would be disposed of, and firaly
fized in other uses 80 gs %o ve 2o longer aveil~
able for water develoyment.

Under all these circumstenmes, I be-
lieve that the Commission should grant this ap-
plication and should irn no wice interfere or
smpede the prosecution of the San Pabdlo w»roject.
Or this vroject, the company reports that up %o
Janwary L1, 1918 4% has expended the sum of
$859,264.07.

Statements f£iled with the Commission subse~
quent to the hearing show that the company bas ex-

pended for capital purposes from Dec. 1, 1916 %o Jume

50, 1917, tae sum of $577,276.50. Applicant's deed




of trust securing the vayment of &15,000,000 of boxde
orovides that after the issue of $9,128,000.00 of

seid bonds, the romsining bonds, smouwnting tq.$5,872,000.
nay be iscued Zrom time to time to aid Iz acouiring and
providing for 80 per cent of the cost of betterménzs,
improvements or extensions to the works of the company
or scquisitions of mew property of the compexny. Appli-
cant reports %that under its deed of trust, 1t way at
this time because oL Lt3 cenital expenditures up %o

June 30, 1917, 4issue $461,821.2O of ite bonds.

Apvplicant desires %o use the'proceeds obtained
from the sale of its bonds to reimburse Lts treasswry for
moneys expended for capital PRrposes. Trom reportis oxn
£4%e with the Commicssion, it avpears that on January
1, 1917, East Bsy Water Company khad cash on hand in form
of gvecial deposits aggrezating $660,579.75. During
tae six monthe, onéing June 30, 1917, the esrmings
available for investment, after vroviding for deprecis~
tion, are reported at $88,685.78. From December 1,
1916 to Jume 30, i91?, the company has incurred ro in=-
debtedness for construction purposes. All of the exven-
ditnres, it i3 reported, have boen mgde Lfrom funds turmed
over by the People's Water Company v Zast Zay Water
Company or £rom surplus earnings. Prom the statements
£4led with the Commission, it appears that the conmpany
should ve permitted t0 use the proceeds from the sale
of bords %o reimburse its treasury for capital exvendi-
tures unp to Juxe 30, 1L917.

East Bay Water Company ZLor the year ending
December 30, 1917, reéorta 415 net revenuwe &8 amounting

to1$1,018,623.01., From this amount it deducts fLor
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depreciation the sum of $192,336.17 and for fixed .
charges and for other deductions the swa of
£546,470.68, leaving & surplus of $279,816.16.

Dhe Timancial statement of the compary
shows an ebility to pay the interest on an icsue
of $461,821.20 of bvonds.

I herewith submit the Lollowing form

of Order:

Loplication having been made by Zaet Bey
Water Company for an order authoriiing the lssuance
by it of $487,007.25 face velme of itz 5%% bonds
end & heering having been had end it appesring to
thais Commission that the purposes for which sald
bonds are vroposed to be issued are not properly
chargesble to operating expense or imcome,

IT IS EEREBY ORDERED BY THE RAILZ0AD COM-
NISSION OF TEX STATE OF CALIFORNTIA that applicant be

sand 1% i hereby authorized to iscue $462,000. face

value of ite 53% bonds mpon the Lollowing conditions

and not otherwise:

{1} Applicant shall sell such bonds as ag to
net not less than 94% of face value, plus accrued
interest.

(2)  Applicant shsll mse oll of the proceeds
of said bohds for the purvose of reimvursing its
| tressury.

(3) Applicent shall keep o true and aceurate

account showing the receipt and application In detall




of the vproceeds of the sale of the bonds herein
authorized %o be issued, and shall, on or before
the twenty-£ifth day of each montkh, make a veri-
fied report to thiz Commission, stating the sale
or sales of said bonds during tae preceding month,
the terms and conditlons of the sale, the momeys,
realized therefrom, and the use snd application

of such moneys, all in sccoxrdance with thistcm-
mission's Genersl Order No. 24, which order, in

g0 far as spplicable, 15 nsde s vexrt oL this order.

(4) This order shall not become effective ’

until apvlicant has paid the fee specified in sec-

tion 57 of the Public Utilities Act.

Thie order shall avply t0 bonds issued

nerecander wop to and including Octobver 1, 1918.

The foregoing Opinion and Order are hereby
approved and ordered f£iled as the Opinion and Order
of the Reilroad Commiesion of the State of California.

Dated a2t San Prancisco, Celifornis

“his Jaﬁlg_ day of January, 1918.

Commisgioners.




