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Decicion No. LTS &
: 7

BEFORE THE RAIIRCAD COMMYSSION OF TEE STATE OF CAIIFORNIA.

In tho Metter of the Application of )
Zest Boy Water Company to sdjust and) Application No. 4841.
fix water rates. )

I tae Mattor of the Commission's )
Investigation into the Retes, Rules )
and Regulations of Peoplos Water )
Compaxry. ) Caso No. 1008.
(In ro protests of certein East RBay )
citles against the reimposition of )
ckarges for municipal sorvico.) )

W. E. Creed for Applicant.

Leon E. Gray, for City of Caklamd.

Trank V. Cornish, for City o2 Berkeley.
W. J. Tocke, foxr City of Alomeda.

Harris 2. Jones, for City of San Leandro.
T. C. Judking, for City of Emeryville.

Do J. Eall, for City of Richmond.

TRTON, Commissioner.
O FPINTIOX

Thig proceeding luvolves the rates aud charges of the
Fast Boy Water Company 10 residents of the communities on the east
glde of San TFrancisco Bey, in their relation “o vho increascd costs
of oporation, the necessary increaced caplital investment and the
nroper allocsavion of the gross amnuwal cherges among the verious
clazsos of conzumors.

By 1ts Decision No. 5534, in the matter of the Commis~

sion's Investicetion into the retes, ruleos and remulations of Peoples

Tetor Comvany (Case No. 1008), decided July 1, 1918, the Commission




esteblished cortain rates to ve cherged by Fast Bey Wetor Compeny,
successor to Peoplos Wator Company. This dociclon established coxr-
wizn basgic amwmual charges o ve paid for municipel service by the
verious Zest Bay citles and & rate schedule to be charged for other
clesses of service. Tals schedule incrossed the charges for water

to bo paid by municipelities for water used by them for fire fighting,
street sprinkling end other purvoses.

On recelving notice of this increage of rates the various
munlcipelities made a showing to the Commission thet their tax budgets
red already been medo up and it would be impossidble to provide on
guer short notice for money to meet these increased chargec.

The Commission thereuron made & supplomental Order

(Decision No. 5684) deted Zugust 13, 1918, conmtimuing in effect the

0ld rates to municipalities for the fiscel year, and allocating to
consumers other then the municipalities the amount which wounld have
been coi&ected frox the cities, had they the ability to pey. The
Commiszion clearly statod in this supplemental order 1ts purpose to
reimpose the charges for muwnicipal service at the earliest practic-
able moment, et which time it would also rozdjust the raﬁes of othoer
congumereg, lightening their burden by the added amount derived from
the cities.

| On Jure 19, 1919, this Commission notified the verioms
manlicipalities of its intention to so do, whereupon protect was made
by some of the cities affected, praying thet further hearing bo
grexted.

On August 8, 1919, the Zast Bay Weter Company filed

epplication (Application No. 4841), elleging +hat it was necessary and
Jagt that increased revenuo be contributed by consumers because.ofrthe

increase Iin the cost of operating ites water system, and its increased




fivoncial rncods, and in a2ddition it requested thet the cherges of which
the municlpalities hed been relieved be reimposed.

Thereupon the above entitled metters were consolidated
for nesring and decision upon all of the metters involved, further in-
veostigetions made, data yresented and evidence submitted,‘and are now
ready_for declision.

It was urged bylrepresentatives of the Zast Bay cities
that the increased chsrges for municipal service be not reimnosed and
that the amount which would be produced by these increased charges be
edded o the gross caarges assessed against domestic and industrial
consumers, thus increasing the rates paid by then.

The princival objections made against the reimposition
of these charges are that the service rendered is not reasonadly woxrth
the charges proposed, that it is Ilmprover o impose uwpon the general
tax payer the entire burden of the cost of fire service, street sprink-
ling axnd sewer Fflushing service, ete., and that the municipalities are
finsrcielly unable to bear theco increased charges.

Admittedly 1t is dAifficult to equitably distribute the
expense of maintelning end overating & systom such as this\among the
vexrious consumers in proportion to the benefits derived by each. An
exact allocatlion of the cost to the company of rendering & soxvice such
as is rondored to the cities is impossivle. The amount of water used
is no%v & propor measure, because the demand for Lire purposes is wholly
wexpected and the company must stend ready to deliver a large quan vity
of wator within & short period ot any yolnt where the fire may occur.
Tals has ﬁeen designated o "roadiness to serve” or "stand-by"™ scrvice,

The utility is rondering a valueble serviéé t0 the municipality and
its tax payers walch requires an investment and operating expense large-
1y in oxcess of what would be roquired 1f domestic aﬁd industrisl con-

suers only were served.

Reports and evidence submitted at the hesaring show that the

B
187

e




cherges herotofore esteblished by this Cormission sre not in excess of
what the soxvice is ressonably worth and that in juetice this burden
shonld be borze by the rmnmicipalities and not by the other consumers.
I% 1s clear that a service of water for the oxtinguisihment of fires in
a community end for sower flushing and other municipal uses is for the
venefit of the commmnity as o whole cnd thet the expense of this service
is most equitably spread when borne by the %tex payors. Further, this‘
Coxmisgion surely cannot rofrain Ifrom ascessing proper charges for
public uwtility sorvice meroly bocause & consumer inesiste that 1t ig
inconvenioent or difficult to pay. If this ovjection be given weight
when advanced by vhe Zest 3ey cities, then the same objection coming
from privete concumers would necessarily beo versuasive. Monifestly it
would bo impossible to fix rates uwpon any souwnd basis if conmsidoretion
be given to the contention thal cortain consumers Lound the charge @8~
teblished inconvenient or difficult of peyment.

Obviously these cherges should be borne by the rmuniecipal-
itics and I recommend that the position heretofore voken by this
Commission be meirnteined and thet the chargos heretofore oxderoed sssessed

ageinst the cities bo relmposed.

Tais leaves for consideration the epplication of the Zast

Bay Weter Company for an increase of rovenue with the reswltent In-
creagsed ratos.

Tae Weter Compeny bases its application for an increase or
Tovenue wpon the grounds tnot its financisl needs require an increasqd
interest rolturn and thaet the operating expenses have o increased thét
the swn included in the smmuel cherges heretofore esteblished is in-:
sufficient.

This Commission in its Decision No. 5534 in Case No. 1008,
supre, issued July 1, 1918, determired that $2,000,000 was the gross
income Waich this compeny was entitled to recelve from ite consumers,

and of thais 5976.361 was the met esxnirg to be used for the payment of




bond interost, dividends and additions %o surplus.

Applicant reopor®s 15Ll1,539,500 of bonds authonticated
by tae trustee. In sddition it reports thet bocause of expen-
divwres actually incurred or to he incurred nrior .to July I,
1920, 1t will be obliged to call upon the trustes to authontli-
cate additional vonds in tho sum of $1,586,700, mak{ng a total
of 413,126,620, inplicant urges that it should be ellowed an
exmasl interest return of 51,082,946 in order thet 1ts bonds
nigkt be sdvantogoously murkoeted. If such & return is allowed,

applicant reports that it will use the 1,082,946 for the

e

following purnposes:

Mo »ay interest on outstanding

PONAS 2N N0 UCSecsassnssssssssssnse

4 4 ‘.'
No puy dividend on Class TA' &%
Praforzal St0C teceeacenccnncnnans 308,848

QO su-rplus " EEEREEEEE XN I I A A ECN IR A Y S I 1002005
$1,082,946

& return whick would
enable - Qividondis on elthor ite Clags "B" 6% pro-

forred 1ts conmon sS%0ck.

I4 is very important to provide a sufficlient reverue

t0 put tho compery’s croedit upor o sound basis So Thet it may
obtein money ot roasonsble rates, thus preventing a neavior
burden being rlaced upon the consumors, The production of
this revenue, however, to care Lor the finencial needs of this
compeny, skould not place aon wnreasonable burden upon its
concumers nor should it be in excess of u roasonsble return
upor the value oL the usility’s property.

In crder %o determine whether or not the interest return
bosed uvpon the finencicl neads of tris company, provides interast
for o sum in excess of s fair rato buse, snalyses of tho appraise=-

monts ond dsta relating to the value of these properties submitted in
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prior proceedings beforo thiz Commission, were mede by the Water .
Company, R. W. Hewley for the East Bay citlies, snd lewis A. Hicks
for the City of Berkeloy. Tho following tabuletion shows these
rate bases, snd interest computed at 8%, with.. expenditures for

San Pablo project included and a2lso excluded:

Interest ot 8%
Rrae e
Submitted by-- On Rete Base

Includingii@xelualng
San PablofSsx Pablo

Tast Bey Weter Co. S1v, 747,756 $13,951,507 $ 1,419,820 $1,116,1R1

2. V. Hawley. 16,345,907 12,549,656 1,307,672 1,003,972

Tewis A. Hicks, 12,000,000 9,832,292 960,000 786,583

Hawley (undeprocisted)™ 18,961,555 15,165,304 1,517,000 1,212,000

Hicks (undepreciated)™® 14,615,648 12,447,940 l,l?0,000l '998,000

Intoerest t0 moeet finan-
clal neods as cleimod
by Applicant,ccenecacas 1,082,946

*  pocrued deprociation of $2,615,648 added
t0 bege submitted.
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ilessrs. Hawley cad Hicks aave used a& the besis
p
02 their reports the sum of wl&,lO0,00thicb.this Commiseion
found es the Zzir deprecicted value of the properties Zor
the purpose of reorgaaizatioa iz its Decision Jo. 28586, Ia

the atter of SLho ADUllc 15100 of 2eonles Water Commeny for

Reorgenizatioa, spvlication Fo. 153L, (Vol. 7, page 597,
Coinloas aad Orders of the Reilroad Commission of Califorais)e.
atteation is directed to the Laect thnt this Commiss;on io

the above meationed vroceeding found the then deprecisted

value of the Rloat and that taec replocemeant fuand Iacluded in

the rase bese iz Case 1008, supra, was computed'by the sinkiog
Zund mezhaod. If Mr. Hewley's or Mr. Zicks' rote bese 1s to
be used, either “the sum of 201,199 which is the replacemeat
fund computed by tho stralght line method ¢f depreciation,
should be included iz the rate base instead of the sinking fund
aanuity of $80,000 which was lacluded, or there should be added
to the rote bases submitted accrued devrecistion in amouwat
equal %o $2,615,648. Ia order to make the rate beses submitied
comperable, this latter sum hat beon sdded in the Loregoiag
tabulation t0 the bases subnitved by lMessrs. Hawley cad Hicks.
It appesrs tanat ir. Hicks hac omitted o aumber of items o
edditions sand vatsermeats wilch would very nuterielly iacrease
vke rete base swomitted by him.

A1l of the rute dases submitied, iacluding that
- subnitted by applicant &8 o test rate buse, exclude 20T Ooly
those properties which are clearly 20t used zad useful, dut also
exclude lands witaln the watershed arees. JLlthough the Conm=-
isgion Zouad ia its decisgion that Liltration is o betier method
of protecting the water supply of the BEast Bey coumunlities
then owaersaly of wotershed londs, and thet the consumers
chould not be burdened with tae investmentAwhich woul@ be

necessaxry 1if all watershed srecs were owaed by the utility, It

-




N

eppears thet =t the time of the sequisitioa of these leads
by vhe predecossor ia iaverest of this Compeny, thet the
goverameats of the verious Sust Bay muaicipalities: urged upoa

the utility vhe purchese of these watersiaed lends. In view

‘ y o
oL these circumstnncos & Xorcod immediate sale might work

uadwe hordshin upoa vhe usility, asd 1t is doubtLul whéther
or a0t thelr velue could bo legally excluded from s rete pase.
Represeatatives of the Zast Bey cities qonﬁénﬁ that
expeaditures for the construction of Secn Pablo Reservoir showld
a0v be iacluded in o rate baso at vhis time. 4L cereful anelysis
of all of the fects submitted shows thet uadounbtedly Sen Pablo
Reservoir is of use to The Prosent COASMMETS. However, it is
wanecessary vo determine tho extent of the value of this use
Zor this proceeding. Other elements of volue which hove been
consistently claimed by the wtility ia oll its proceedings
before thls Commission are 20t included ia the above rate beses.
While 20T passiag wt this tize upoa the value of
this compzay s property, 2or o proper intorest retura, I desire
t0 point outAthat the smallest rate base submitted, if corrected
would produce a4 iaterest retura =t leust equel to the smount
waleh eponlicent cleims ls necessary vo meet its Limsacisl needs.
It therefore appeers fair (o include on iaterest slloveace of
$1,082,946 in the snawsl charges.
<he followinp tabulstion hes Deen compiled from
tae dete and evideace submitted et the heering of estimated
operating expeases Zor tae yeor July L, 1919-1920. It dlso
caows the ectual exvenditures for the first seven months oF

1919:




COLPARTISON O OPERLWING EXENDIDTRNS LS

SUBKIDCED AD ZHARING Qi CLtE 110.1008,~APPLICLATON NO. 4841.
I Eawley for | [ sctual Ex- |
f { City of ICommissioa | wenditures |
o [ Osklsnd IBacineers [ 7 Mos. 1919.]

187,526  $ 492,134 304

Distribution . : 02,500 107,61
f").
WL

Commerelal / 121,000 ,6%4

Goneral - 218,500 137,290
Daxes 266, 222,275 266,504 126,000
81,183,054 § 836,901  $1,182,l66 & 652,558

Caly two items of opaorsting expoaditures o7 material
moment &s pubmitted Ly anplicaat were atiacked. Jhese =re pump-
ing expeases wnd teXes. uch dilTerence of opision oxisted as to
vae advisebllity of the watcr compeoay's coatiauisg the pumps in
operution as &b dreseat. ir. R. V. Hewley, eagineor for the zast

ey cities, coaveaded Ghet the dralt upoa waderground sources of
gupoly should be discoastinued, whick would elimiante in lerge
nart the operction of the »ump plaats and'materially roCuce oxX=
voases. dic nlaen off oborétion is to draw from vhe imnounded waters

o

of Saa Publo zad San Leandro reservoirs the noecessary smouat to
meet all of the demecads of the conswmer:s and discoatiaue pumplag
uatil suen time o5 the lmpadaded swyply i: exhausted. He estimetes
thet by tais method there would be o reductlon in oporating ex-
peases Of some $300,000 during tho year July 1, 1919-1920. Rhe
assump:ion‘upon waich his plun is besed is thet im ell probebility
there will be sulilclent rain fell duriang the comliap »aiay season
to roplenish the immouaded supply. I£ this does a0t ccecur, 1t
would moaa, o5 stoted by ir. Howley, that the underground sSources
of supply would be drawn upoa to the capecity of the rresent
aveileble oguipment 2ad it would be necessery to »estrict weter

consumptloa ia the East Bey citiou, owing t0 the fact that the
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vresent available underground suphly and transmission facilities
ere insufficient to daoliver to the consumers tho smount consumed
by them. In other words, ilr. Howley contends that‘the wdergrouwnd
suppliy should be used ss & reserve instosd of the impounded surface
waters.

. Wilhelm for the Bect Bay Water Compuny, pointed out
seet it would be impossible o operate the plunt by the method 561
up by Mr. Howley, due to the fact shat with tho vresont trunsmission
and distribution facilities sufficiont water comnot ve delivered to
certain districts. Amone these are Alomeds and Rickmond.

I ogreo wit; Yr. Dowley that bota thoe underground sud
impounded surface supplies should be consllered as an ovallable
rozorve. Eowevaer, noithor of these supplies should be so depleted
kot 1% would be nocessary to restrilet water use 1 it can be
avoided.

Aftor hsving cerefully considered all of tho plsns of
overation swomltted, I am oX the opimion that in view of the fLact
thet the ontire irdustrisl sctivity of the Test Bay cities and the
welfﬁre o2 = popuvlevion of cZome 400,000 ore depondent upon thils
wator supply, it would Dbe 1nadviscble Cor the Zast Bay Water Combpany
to ovorete its system in uny othor munner thux one which gives ab-
solute cscurance of sufficiont woter. I recommond that 1t be per-
mittod to comtinue the operutlon of its pumps a5 heretolord and De
rogquired to submit & statemont to thic Commission euch nonth showing
the quantity of eveilable impounded weler, thoe draft upon souxrces

of supply, ond consumption.

mhe other mein elemont of difference betweon . Howley's

eztimate sod that submitted »y the company, is toxes. L. Howley
segregates Ttuxes 28 to opersivive and non-oporsetive proporty, and &r-
~iveg &% The sSum o $22R,275 as vhe proper SuR o be includoed

in the snnusl chorges. IX. Creed, Zor spolicant, contends that
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41f this be donme there should be excluded from the gross

revenue of tze compeny Some {$52,000 which it receives
as nonfoperative revonue. Mr. Hawley eliminates from
taxes apovroximately $44,000. mhesé two items, there-
fore, avoroximately balance, and by including in revenue
the amouznt vroduced by non-overative vproperties, mo
injury will be worked either the utility oxr the con-
sumers. Adding the above discussed items €0 Mr. Eaw-
ley's ectimate so ineresses it that it is in excess of
the emount clsimed by the utility. It is therefore
recommended theat the sum of $1,182,166 be included in
“he rate base for overating expehses.

Tt is estimsted that the vresent rate sched-
ule will produce & gross revenuwe of avoroximately
2,000,000 for tae yeur July 1, 1919 to Jwuly 1, 1920,
which is less then the annual charges set out above
by some $350,000.  ‘he rates for manicipal or wublic
nse service eztablished herein will yield spproximately
$130,000 in eddition to the smount heretofore received
for this cervice, leaving s remsinder of approximately
$220,000 to be produced by incressed ratves, which is

10 mer cent of the gross revenue.




T om convinced from the showing mede that it 1S xeces-
sexy %o ot least temporuvrily incroeuse the revenue of the 3ast
Bay eter Compuny, sud +hot such inerease should be mode by im-

posing o percentage surcherge o all rates.

T submit herewith the following Lorm of oxdex:

ORDEZR

Application naving naon mede o this Commission by
Last Bey lotox Company 2or suthority to increase its rates,
and %he cities ol San Teundiro, 2ichmond, Bereley, Alameda ond
orland heving yprotested egaingt the reimposition of the chorges
2oy municipal service neyetofors esteblished in Decision No.

5534 in Cagg wo- 1008, axd & pwblic hesring heving weon neld and

+he Commiceion voing fully epprised in the promines,

14 15 hereby found o8 & foct Dy the Rollroad Commis-
cion of the State of Californile that vho oxisting rates of Zast
Bey Woter Compsny, im 990 for o8 they differ from the rates hereln-
aftor sot out, are umiust and wareasonshle, and thet the rates
norein established axe jugt and reggonsble rates to e chargod 1ts
consuzers for the servica of wster by sald company, snd dasing
1%s order upon tke sovegoing Linding of fact and upex the further
ctotements of fact contained in the opinion preceding this oxrdex,

Tn I5 EERERY ORDERED that Zost Bay teter Company be and
14 is heredy suthorized to establish the following rate schedule
offective for ull metor rosdings =nd bills ren@ere& subsaguent

to Soptember 0, 1919, snd file Some with this compission within

twenty (20) doys of shno dute of this oxder:




ZUBLIC USZ CELRGE.

Basic charge aankally o8 0 the year 19l7--

Al OO e eusnesnsnossscascssanvassancnanasnss 22,000,
Al hTeeartesrvectancnncnans seectecnans 1,000.
BEIKELEeeascssccncscosasssancnsncnnccasaass 43,000,
Emeryvilleescceesctessssscsonscsasssccassanas 2,000.
08K10AAdeeercsncasancancsosssscnnasansnessans 105,500,
Pieamont...........................:........ 5,000,

Richmond.--.-..--.t-.-Q---..-......‘Q..t...- ll.ooo.

Sﬂﬂ LeaﬂdIO...........oo--.---.-oc-.-ooo-.o. 3,500‘

El Cerrito....-a.-.-..s-n-..-.-o..--.---.-.. 308.

AdJustnent to be made in fixing the cherge hereafter
cosessed by measure of aet camages in the laveatory of compeny
vipe lines and hydraats Ifrom that of Jaauwery 1, 1917, as follows:

for Mire Hydraats owaed vy
dunicipalities:m=

4-inch hydraﬂ.ts des e ERteBsRe :E-:z.oo PQI &nﬂm
G=inch hydrents eceeescscscconaces 5.00 Der zaoum

Joxr Ire Tydrants owaoed oy
Zest Bay Weter Companyi=-

q-inch hydrﬁnts "8 8esntsassIBBLELLESS
G-iACh hydrants SeBOBMSPTERNBrROSEEEES

DPer 1000 foet of gtrcet piped with:--

12" dicmeter Or lorSOY ceacecenscecsses 5000
6” tO 13" diameter R R R LTI E IS 50.00
4" to 6’" diamoter e b seddsoesatasdssads lo.OO'

Peymente to Yo made for this service moathly.
The moathly vill to be one~twelfth of the
anaual Ccharge.




Civies and Towns Incorporated Subse-
CUBNT 50 JEnUSTY L, LOL7 s=w

Tho chsrge to bo determined by the number
of foet of vipe snd the number of aydrants
within the incorporsted district by apply-~
ing the above chargos.

Unincorvorsted Districts -

Q*inCh hyﬁr&n’ts T Y E R R R R T \.‘:1';56'00 _por &nnm
6"'inCh hy&r&nts TR N R R R N A 4:8.-00 v hd

lanicipal Use for Street Snrinkling
and Sewer MLUSHING te=-

Bills to be rendered ot generul:use rutes,
except no service chorge.

ALl water used for this purpose to be con-
sidered us taken from one sorvice, although
teken from various hydrants.

reterod Services for MunieinalitiesSiem-

~% same rates se general use.

Notes==Bills to Yo rondered monthly
for oll municipul service at
“ne rate o0Ff one~twolfth of the

IRed - cherge.

GENERAL USE CHARGES MONOHLY.

Servico charge Lor each meter in uso:

Par MNonth

5 0,50
l.oo
1.50
2.50
4.50
8.00

12.50
25,00

Unit nrice Zfor water used up to 50,000 cubic feet, 23 cehts
ver 100 cublc feeot.

For weter used mbove 50,000 cubic fest, 19 cents per 100
cuale Leet.




UIMEOERED SERVICE AND PRIVAIS

FINE 24PS.

Sizo Service

1 INCH esereveacans
n » o & 5w a4 S es

& & B & w8 s sas

-« B P 8 e sa B E LS

e & & o Bsees

- e & & sseow B asS

Y EEEEEE XN NN I

PO A R R B A B ]

ML S BN K A B A BN 3 loo.oo

SURCELRGE

surchorge of 10 per cont to Dbe
added %o all tolls and charges o3
computod fLrom tho preceding rate
schedule.

-— - e Em -

I0 I5 FERERY JURMVER CaDIRZD thot the sbove established
surcharge romain in effect until the further order of this Commlission.
TN TS EXRTEBY PFUROHER ORDIRED that 2ast Bay Weteor Company

£41e with this Commission each month s statement setting out in detail

“s gross revoumue, operating exponses, draft upon sources of supply,

wetor supply in 1ts dlmpounding raservoirs, pumping operciions, bonds
suthenticatol or issued, and Qetsils of oxpenditures for which bonds
are issued.

Mo foregoing opinion snd order 8re hereby upprovel and
filed as the opinion and oxrder of the Roilrosd Commizssion of the

Stete of Lalifornic.

Dated ot Sen FProncisco, Californls this
day of October, 1219.




