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New 2,500,000 gallon pressure equalizer standpipe.
Brected for south portion of the city.




San Antonio, Texas
April 1st, 1931

THE cmers OF SAN ANTONIO:

The Water Works Board of Trustees of the City of San Antonio submit to you a summary
the audit recently completed by Rodgers, Smith & Company, Certified Public Accountants, cover-
g the operation of the City’s Water Department from June lst, 1925, the date the City purchased
je property, to June 1st, 1930, together with some interesting facts pertaining to the origin and
evelopment of your water system.

“Til tought by pain, men really know not what good waters worth.”
—LORD BYRON

San Antonio is blessed with an abundance of good, pure water. For human consumption
tHere is none better. Falling from the clouds on the vast, sparsely-populated area to the northwest
nown as the “Edwards Plateau”, it is filtered by nature’s own process as it finds its way through
-acks and fissures in the rock. This chemically pure water is brought to the distribution mains of
San Antonio from wells varying in depth from 800 to 1400 feet, and does not see the light of day
& come in contact with surface air or impurities until it is drawn from your own hydrant. Samples
ire taken each week from various sections of the city and are sent to the State Health Department
boratories at Austin, Texas, for analysis. The reports, without exception, show this water to he
e and wholesome. So pure and wholesome is this water that San Antonio has the distinction of
being one of the few cities in the United States in which physicians who are designated as baby
upecialists, pediatricians, advise mothers of young babies to use water as it comes from the hydrant
unboiled, both as drinking water and in the preparation of artificial food for their babies, for it is
perfectly pure and contains the proper amount of lime so necessary for the development of the
bones and teeth of infants.

The story of San Antonio’s water property, like that of the City itself, has its touch of
romance. San Antonio was founded in 1716 by Spanish soldiers and Franciscan friars. A few years
later engineers were brought from Spain to build the Missions, civil and military establishments and
irrigation ditches to supply water to the settlements in and near San Antonio. These Mission settle-
ments were built on the banks of the San Antonio River, the water coming from springs emanating
from the same source as San Antonio’s present water supply; and in the intervening two hundred
years this water supply has never failed. It has been a commanding force in the growth of those
Missionary outposts into one of the largest and most beautiful cities in the largest State in the
Union.

In the very early days the San Antonio River and San Pedro Springs supplied an abundance
of good, pure water uncontaminated by civilization, and water for the artificial ditches was taken
from the river by gravity. These ditches or “acequias” afforded water for irrigation and domestic
: purposes. Some of these ditches have survived for more than two hundred years and are still in
" use by dwellers near the Missions, only a few minutes drive from the center of the city. As San An-
tonio developed, convenience and sanitary conditions demanded sources of water supply other than the
river and ditches. This need caused some of the then enterprising citizens to realize that a water dis-
tribution system was needed. A movement was started as early as 1873 by Geo. M. Maverick, one
of San Antonio’s then prominent citizens, and later by another prominent citizen, Major . B.
Adams. The first successful movement to install a distribution system was made in 1877 by J. B. La
Coste, a pioneer developer of San Antonio, who under a contract with the City laid the first system
of water mains. Farly developments were not financially successful, but in 1883 Geo. W. Bracken-
ridge, one of San Antonio’s outstanding citizens, a man of varied accomplishments, unusual ability,
_ generous, and with a vision, became interested in the system. Under his direction and management
a plan of supply and distribution was developed almost as it exists today except the subsequent expan-
sion which the growth of the city has made necessary. Mr. Brackenridge later sold his interest in the
then San Antonio Water Supply Company to a citizen of St. Louis, Mr. Geo. J. Kobusch, who soon
thereafter sold the controlling stock in the Company to Belgian capitalists. Under this ownership and




the very capable management and superior engineering ability of Mr. Robert J. Harding, the prop-
erty developed rapidly and many costly improvements were made. Later a local syndicate, headed
by Mr. E. B. Chandler and Mr. Harding, acquired all the stock in the company, and it was owned
and operated by this syndicate until its purchase by the City.

In 1924 the City was paving to the Water Supply Company approximately $80,000 per
annum for the water used by the City. During that year the City authorities were informed that
the rates to the City and its water consumers would be materially increased, and it was then deter-
mined to purchase the property. In connection with this purchase the then Mayor, John W. Tobin
deserves practically all the credit for the foresight, vision and ability displayed in accomplishing this
purchase without obligating the taxable property of the city in any manner, for under the arrange-
ment made the revenue only of the Water System will pay the purchase price, operating expenses,
and ail improvements and extensions to the system. IFfor a short time after the City purchased the
property, there was paid to the Water Department from the general tax levy of the City a substan-
tial amount of money for water used by the City. This payment however was discontinued about
two years ago, and in this connection it is apparent:

If some amount is paid by the City from its general tax levy for water used by the City
in its parks, public buildings, swimming pools and in connection with fire protection service, every
property owner and all property contributes something to the cost, upkeep and improvement of
the water system. But when the entire revenue of the system is paid by private consumers only,
then the non-resident property owners and that undeveloped area of San Antonio amounting to
probably 35% of its total area, and those many properties worth millions of dollars having their
own private water system, pay nothing towards the purchase and development of San Antonio’s
water plant, whereas, with the payment of a substantial amount from the City’s general tax levy
to the Water Department, the Water system will then derive some money from all taxable property
in San Antonio rather than from the water consumers only; and if this be done the water con-
sumers’ rate might be lowered or the debt on the property retired sooner,

In purchasing the water system the City issued $7,000,000 in bonds secured by the proper-
ty, and as stipulated in the Deed of Trust, these bonds are not a direct obligation of the City, but
the principal and interest thereof are to be paid out oi the revenues of the Water Department from the
sale of water. Hence the issuance of these bonds did not increase the bonded indebtedness of the
City, and under the mortgage executed by the City to the St. Louis Union Trust Company as
Trustee for the bondholders it is provided that during the life of the bonds the property is to be
operated by a board known as the “Water Works Board of Trustees,” frequently called the “City
Water Board,” this Board being self-perpetuating. The Deed of Trust provides that the rates charg-
ed for water must be sufficient to cover all operating costs, maintenance, depreciation, repiacement,
extension and betterment, and suificient to pay interest and principal on the bonds as the same
become due, and that the rates charged shall be equal and uniform and that no free service be al-
lowed.

As shown by the Auditor’s Report, the Water Department has met its bonded obligations
and all other obligations promptly, and has accumulated the stipulated reserves, and made all
necessary improvements and extensions to the system since 1925 out of the revenues from the sale
of water. At this time it has more than 45,000 active connections and is supplying a population of
approximately 250,000 people in unlimited amounts at a rate much cheaper, to the average consumer,
than any other Texas city and substantially cheaper than practically every city in the United States
comparable with San Antonio in population. There being a daily average consumption of over
23,000,000 gallons of water which is supplied from 31 artesian wells, 14 of which are located at the
Market Street pumping station, 10 at Brackenridge Park station and 7 at the Mission station.

Among the most notable of the improvements made during the past five years to the -
system may be mentioned the installation of a new 25,000,000 gallon per day pump at the Market
Street Station; two new pumps at the Brackenridge Park station, each being of 12,000,000 gallons
per day capacity; one new pump at the Mission station with a capacity of 8000,000 gallons per day;
one pressure-equalizing elevated tank for the north side of the city with a capacity of 1,000,000




gallons, and one pressure equalizing stand-pipe for the south side (now under construction) with a
capacity of 2,500,000 gallons; approximately 125 miles of water main extensions which is equal to
one-fourth as much as the total mileage of water mains that existed when purchased by the City.
Nine new wells have been added, the last of which is a fifteen-inch diameter well capable of sup-
plying about 6,000,000 gallons of water per day.

No water system can ever be a complete and perfect success unless it is 100% mmetered, and
San Antonio’s system is now 100% metered; the cost to complete it being approximately $400,000,
and due to this fact, unnecessary waste of water has been eliminated, leakages detected, and a more
equitable table of rates maintained. As a result, since the purchase of the water plant by the City,
the rates to all consumers have been reduced 5%, the sprinkler fire protection rate has been reduced
25%, substantial reductions in rates have been made to consumers outside the city limits, and a
more liberal interpretation of the requirements as to the commercial rate has been inaugurated.

Respectfully submitted,

CITY WATER BOARD
by

A, W. SEELIGSON, Chairman
CONRAD A. GOETH, Vice-Chairman
GUS GIESECKE

JAS. A, GALLAGHER

C. M. CHAMBERS, Mayor
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RODGERS, SMITH & COMPANY
CONSULTANTS ON INCOME TAX LAW

CERTIFIED PUBLIC ACCOUNTANTS
ALAMO NATIONAL BANK BUILDING

SAN ANTONIO, TEXAS

OFFICES

SAN ANTONIO
FORT WORTH
SAN ANGELD

" February 10, 1931

To the Waterworks Board of Trustees,
. San Antonio, Texas.

Gentlemen :

As requested by you, we are submitting herewith a brief report of the financial condition
. of the San Antonio Water Supply System as at the close of business May 31, 1930, and a summary
- of the operating results by periods from the date the water system was acquired by the City, June
1, 1925, to the closing date of our examination, May 31, 1930.

For a more complete report on our examination, covering the period from June 1, 1925 to
May 31, 1930, you are referred to our detailed report, which has been filed with the Board of Com-
missioners of the City of San Antonio, Texas, February, 1931

Purchase of Water System Property

The plant assets of the San Antonio Water Supply Company were purchased by the City
of San Antonio as of January 1, 1925, the total consideration therefor being $6,500,000.00 par
value of 534% first mortgage serial gold bonds, secured by a deed of trust on the properties of the
water system. The purchase was not consummated until June 1, 1925, on which date the Board of
Water Trustees assumed control of the plant.

The purchase agreement stated that the inventory of the properties conveyed should be as
of January 1, 1925, and that all additions to the stock account, and all capital expenditures made
tween that date and the date of consummation of the trade, would be delivered to and paid for by
the City of San Antonio. First mortgage serial gold bonds, in the amount of $500,000.00 par value,
were also issued against the properties of the water system to pay for such capital expenditures.
he proceeds of this issue were set aside in a special trust fund, and between January -1, 1925 and
the date of consummation of the sale, June 1, 1925 the amount of $106,872.59 had been
pended from this fund for the purposes named. The cash balance remaining in this fund at June 1,
1925, of $393,127.41 was transferred to the Board of Water Trustees, upon their assuming control of
e plant, This remaining balance was subsequently expended by the Board of Water I‘rustees in
conformity with the provisions of the bond issue.

: The following is a schedule of the assets purchased as of January 1, 1925 with the
$6,500,000.00 par value bonds, and the expenditures of $106,872.59 from the proceeds of the $500,000.00
nd issue, for the extension and improvement of the plant between January 1, 1925 and June 1,
1925 .




Capital Assets

Mains—Including Feeders and Pavement
Replacements U
Wells oo "
Small Mains e
Meters oo
Service System
Land oo
Buildings
Machinery .o
High Service Elevated Tank . ...
Furniture and Fixtures ... ...
Automobiles, Trucks and Transportation.... ..
Tools

Total Capital Assets...ccocvenn.

Other Plant Assets
Bl e e

Add: Cash Balance of Improvement Fund—
$500,000.00 less $106,872.59

Book Value
Jan. 1, 1925
After Adjustment

Additions
to
June 1, 1925

Total
at
June 1, 192§

TOTAL BOND ISSUE .ooecreneeeemeearrseene s

$3,819,315.29 $ 59,574.21  $3,878,889.50
230,000.00 53.07 230,053.07
557.313.20 16,124.75 573,437.95
450.275.40 17,084.17 467,359.57
700.117.68 4,984.90 714,102.58
304,000.00 60.89 304,060.89
60,000.00 1,030.24 61,030.24
307.751.29 1,123.05 308,874.34
2,857.00 3,525.00 6,382.00
10,007.82 940.10 10,947.92
7.814.01 S 7.814.01
6.928.16 367.02 6.561.14
$6,465,379.85 $104,133.36  $6,569,513.21
748.07 $ 2,308.26 3,056.33
33.872.08 43097 . 34.303.05

$ 3462015 $ 273923 § 37,359.38
$6,500,000.00 $106,872.59  $6,606,872.59
_ 39312741

....................... $7,000,000.00

Pursuant to the purchase of the properties of the San Antonio Water Supply Company by
the City of San Antonio, a board known as the “Water-works Board of Trustees”, was appointed in
accordance with the provisions of Article 1, Paragraphs 27 and 28, of the Deed of Trust from the City
of San Antonio to the Saint Louis Union Trust Company, Trustee, which states in part as follows:

“The City covenants and agrees that so long as any of the bonds herein described remain
outstanding and unpaid, the possession, management and control of said mortgaged property and
all its income and profits, except, as hereinafter provided in case of any default, shall be and is
hereby placed in the hands of a board of trustees to be known as “Water-works Board of Trustees”,
consisting of five members who have been selected by the City. (Consisting of the mayor and
four other members.) ****Said Board shall possess, manage and control and operate said property.
®riikSaid Board shall also have the possession, control and management of all extensions, additions
and equipment hereafter made or acquired, in addition to the plant, equipment, additions and ex-
tensions hereinbefore described, from whatever source or funds and in whatever manner, when the
same is connected with or attached to said plant as any extension thereof, or addition thereto, and
all the income and profits therecof; said possession, control and management to continue wuntil all
indebtedness hereby secured shall have been paid and satisfied***”




Operating Revenue

Statistics on Operations

A condensed statement of earnings by periods from June 1, 1925 to May 31, 1930, Exhibit
#“CV is set forth below in terms of percentage to operating revenue.

Operating Expenses
Production and Distribution..................
Administrative, Collection and Gen’l.__

Total Operating Expenses._......
. OPERATING PROFIT oo

Other Income—Net

Profit before deducting Fixed
Charges and Bad Debts.....

Fixed Charges and Bad Debts
Interest on Bonded Debt.............._.
Bad Debts Charged Off ...
Total Fixed Charges and Bad
Debts e

NET PROFIT FOR THE PERIOD.. .. .

Profits Allocated as Follows

7w Appropriated for Depreciation............
Appropriated for Replacement. ...
Appropriated for Needed Imrovement
Appropriated for Compensation Fund
Appropriated for Retirement of Bonds
Unappropriated ..o

ET PROFIT AS ABOVE

ent arising from profits.

7 Maonths Year Year Year Year 5 Months
Ended Ended Ended Ended Ended Ended
12-31-25 12-31-26 12-31-27 12-31-28 12-31-2% 5-31-30

100.00% 100.00% 10000%  10000% 100.00% 100.00%
1570%  13.82% 1428%  13.56%  1540%  18.01%
11.44 12.87 11.93 12.77 12.83 13.92
27149  26.69% 2621% 26.33%  2823%  31.93%
7286% 7331% 7379%  7367% 7177%  68.07%

1.29 1.36 242 273 2.76 3.31
7415% 7467% 7621%  7640%  74.53%  71.38%
3895%  3943% 3585%  3684%  36.19%  3875%
3.01 10 75 02 .26 —
41969%  39.53% 36.60% 36.86%  3645%  3875%
3219% 35.14% 39.61% 39.54% 3808%  32.63%
1849% 1316% 17.87%  201% 1372%  14.74%
8.19 8.33 11.31 11.72 —_— 12.50
10.93 —_— _— 15.25 11.61 B
— 1.55
5.63 5.61 5.28 5.76 6.07 6.72
5.60 6.49 5.15 4.80 6.68 1.33
3219% 35.14% 39.61% 39.54% 3808%  3263%

Net Profits Adjustments Net Profits
Average per Statements for after Deducting
Investment of Earnings Depreciation Depreciation
$7,384,801.12 $341,525.38 $201,871.71 $139,653.67
7,815,532.80 420,106.01 217,193.37 202,912.64
8,317,973.01 404,727 81 235,149.43 169,578.38
8,632,923.49 393,426.86 252,678.05 140,748.81

We present herewith statements of the percentage of net profit returned on the average
stment for the years 1926 to 1929, inclusive. The net profits shown in the fifth column of the
wing table are after interest on bonded debt and depreciation of plant have been deducted.
average investment has been computed to include bonded indebtedness in addition to invest-

Percentage
of Adjusted
Net Profits
to average
Investment

1.89%
2.60
2.04
1.63




We now show a similar statement using the net profit base, column three, above, adding back
thereto the interest on bonded indebtedness in order to arrive at the net percentage of return on
the invested capital assuming that the bonded debt is fully retired.

Adjustments

Net Profit Percentage

Column 2 Add Back of Adjusted

preceding Interest on Deduct Adjusted Average Profits to
Year Table Bonded Debt Depreciation Net  Profit Investment Investment
1926 $341,525.38 $383,130.00  $201,871.71 $522,783.67  $7,384,891.12 7.08%
1927 420,106.01 380,21498 . 217,193.37 583,127.62 7.815,532.80 7.46
1628 404,727 81 377,135.00 23514943 546,713.38 8.317973.01 6.57
1929 393.426.86 373.890.00 252,678.05 514,638.81 8.632.923.49 5.96

One of the principal causes of the decrease in percentage of profit return on the investment,
for the years 1928 and 1929, as compared with previous vyears, is the fluctnation of amounts paid
by the City of San Antonio for water used and for fire protection.

It will be observed that we have eliminated from the preceding computations the seven
months period of 1925 and the five months period of 1930. This elimination was occasioned by the
fact that the actual figures for these two periods do not, in our opinion, represent a true basis for
comparison with the years from 1926 to 1929, inclusive. The last seven months of 1925, or any
year, represent the major revenue producing months of the year, while the first five months of 1930,
or any vyear, represent the minor revenue producing months of the year.

The average investment shows a gradual increase from year to year. The increase in the
average investment is due to the fact that all profits have been allowed to remain each year as
additional investment.

The first summary shows the percentage of net profit to investment to be extremely low,
and represents the present return to the Water System on invested capital. Upon this narrow mar-
gin, the Water System must depend for contingencies and for the retirement of the oustanding bond-
ed indebtedness. As these obligations are liquidated, the percentages will gradually approach those
in the last column of the second summarv. assuming the present conditions remain stable.

Considering this present low return on the invested c_apital, it 18 evident that the Water
Supply System is serving the needs of the City of San Antonio at the very minimum rate possible
that will enable it to maintain its indepeadent existence.

In the second summary, we show the percentages of net profit to average investment after
net profits have been adjusted. These computations will serve as a base of comparison for future
vears, after all bonds have been retired, and when interest on bonded debt is no longer a charge
against operations of the system.

Comments on the water rates of the San Antonio Water Supply System, as compared with
rates of cities of similar size throughout the United States, will be found in subsequent paragraphs
of this report, under the heading “General”.

We are including, as Exhibit “E”, a statement of the cost per million gallons of water
pumped and distributed by years from January 1, 1926 to December 31, 1929. The seven months
period ended December 31, 1925, and the five months period ended May 31, 1930, being less than
full years, have been eliminated from the figures shown on this exhibit, as, in our opinion, the re-
sults shown for these two periods do not present a basis for a true comparison. :




Balance Sheet

In the following paragraphs, we comment briefly on the major items appearing on the
halance sheet, Exhibit “A”, at May 31, 1930.

ASSETS
Capital Section—$8,524,760.29

The capital section is composed of the following items:

Production and Distribution System........ $8,502,030.17
Other Capital Assets 22,730.12
Total Capital Section $8,524,760.29

The items comprising the above mentioned amounts are listed in detail on the annexed
balance sheet. Additions to the various accounts, since the acquisition of the plant by the City of
San Antonio, were analyzed in detail by us, for the several periods covered by our examination.

Reserves—3$613,787.93

The above amount consists of the following items:

Depreciation Reserve oo $102,756.19
Replacement Reserve .. 511,031.74
Total RESEIVES oo $613,787.93

These accounts were not based on a specified depreciation rate, as applied to the individual
assets, but the reserves accounts were created mainly by the appropriating of round sums out of
the profits of the various periods.

By reference to Exhibit “A”, comparative balance sheet, it will be noticed that the invest-
ment in the production and distribution system has increased, in the amount of $1,943,464.88, since
acquisition by the City, which increase is shown in detail in Exhibit “D”. Funds belonging to the
interest and sinking fund account, in the amount of $211,000.00, and to the general fund accounts,
in the amount of $204,000.00 have been invested in various issues of the City of San Antonio bonds.

The above indicates that the Board of Trustees has been diligent in improving the produc-
tion and distribution system, and also in investing the surplus Iuunds in interest-bearing securities,
unti! such funds shall be needed in further improving the plant.

Inventories « - - - . - $80,056.30

Stores - - - - « - - - - - §56254.16
Meter Parts Stock - « - - - - $20,758.72
Fuel - - - - - - = - " « - § 3,043.42

The inventory of stores, amounting to $56,254.16, was taken and priced by the emplovees
under the supervision of the superintendent, who certified to us the correctness of the amounts.

No physical inventory of meter parts and fuel stock was taken, and these items are includ-
ed at the value shown hy the records.

Interest and Sinking Funds Section
Cash on Deposit—Interest and Bond Redemption Fund—$138,178.34

Cash on deposit in the interest and bond redemption fund was fully verified.
.. City of San Antonio Bonds—$211,000.00

: Bonds owned by the interest and sinking funds, in the amount of $211,000.00, which were
purchased with funds allocated for the retirement of the bonded debt and payment of interest ac-
“cruing thereon, in addition to bonds owned by the current funds, in the amount of $204,000.00, as
shown in the current and sundry section of the balance sheet, were verified by inspection of the
bonds on hand.

It will be noticed that the assets of the interest and hond redemption fund, amounting to
$349,178.34, are $312,822.51 in excess of requirements, which are $5,583.33 for bond redemption and
$30,772.50 for accrued interest, or an aggregate requirement of $36,355.83.




Current and Sundry Section
Cash on Deposit--$74,906.06
Cashiers’ Funds—$ 500.00

Cash on deposit in the general funds was verified.
Cash on hand in the cashiers’ funds was verified by actnal count.
Accounts Receivable—$60,379.14

The details comprising the foregoing amount will be found in Exhibit “A”, and were proved
by us.

Liabilities and Swurplus

Capital Section
Bonded Debt $6,714,000.00

The foregoing amount represents that portion of a bond issue, in the original amount of
$7,000,000.00, that was outstanding at the date of the balance sheet. Exhibit “B”, the statement of
surplus, shows the amount of bonds retired each year since the date of issue.

Interest and Sinking Funds Section
Accrued Interest on Bonds - - - $30,772.50 ‘
Interest on outstanding indebtedness is due semi-annually, May 1lst and November Ist of
each year. The foregoing amount of $30,772.50 represents ome-sixth of the interest falling due

November 1, 1930. A like amount is to be set aside out of the revenues each month up to that
date.

Current and Sundry Section _
Accounts Payable - - $14,810.73

Accounts payable for purchases and expenses, collections for refund and accrued payroll
were proved. »

Deposits on Mains - - $59,583.15

We have included, under this caption, the probable liability to those who have advanced
the cost of constructing or extending mains to serve additions or individual service. These advances
were made under contract, providing that the water department would refund such advance, if the

revenues derived from consumers on such mains reached a certain amount per foot of main laid
within a specified time,
Deposits on Meters - - $46,919.60

The foregoing amount consists of open balances in the meter deposits’ ledger, as of May
31, 1930.
Deposits on Proposed Construction and Special Contracts—$11,852.65

The above amount represents deposits made by consumers on proposed future construction
on the usual refund plan.
Surplus - - $1,825,529,23

The surplus at May 31, 1930 consisted of the following:

Appropriated for Retirement of Bonds....... $  5583.33
Appropriated for Needed Improvement....... 663,735.48
Total Appropriated ..o, e §669,318.81
Unappropriated ..o e 1,156,210.42
Total B $1,825,529.23

Exhibit “B” is a Cumulative Statement of Surplus” and shows, in detail, the surplus by
years, and reveals the manner in which the balance at May 31, 1930 has accumulated since the date
of acquisition of the water plant by the City of San Antonio.
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Insurance

As evidenced by insurance policies and other data on {file, the Water Supply System car-
ried the following insurance protection as at May 31, 1930:

Fire: Book Value Coverage Deficiency
Buildings oo $110,081.56 $21,00000 % 89,081.56
Machinery e 481,210.36 1,500.00 479,710.36
Furniture and FiRtUTes oo 21,623.17 2,500.00 19,123.17

$612,915.09 $25,000.00 $587,915.09

Explosion:

Boiler House Bulldings e $50,000.00
BOILETS oot s 3(,000.00

Burglary and Robbery e 10,000.00

Holdup and” Robbery ... . e et 5,000.00

Automobiles:

Public Tiability and Property Damage. ... Coverage

Private Auto Liability oo

Workmen's Compensation :
System carries own Protection

All trustees, with the exception of the Mayor, are bonded, in the amount of $25,000.00
each, Fidelity bonds are also carried on the secretary and the auditor, in the amount of $5,000.00
each; on the assistant auditor and cashier, in the amount of $2,000.00 each; and on various assistant
cashiers and collectars, $1,000.00 each. Fidelity bonds were not carried, covering the general man-
ager, superintendent and assistant, master mechanic and the office supplies’ stock manager. While the
parties occupying these positions do not ordinarily handle cash funds, yet they occupy positions of
responsibility and trust and, in our opinion, should be bonded. -

In connection with the preceding table, showing fire insurance coverage, we call your at-
tention to the deficiency in fire protection of $587,915.09. In ascertaining this deficiency, we
have used asset values, as shown by the books, which do not show any specifically allocated depre-
ciation reserve for each class of asset,

From Article 4, Paragraph 43 of the Deed of Trust, we quote the following:

“The Board shall and will at all times hereafter until the said principal sum of money
and interest due thereon, shall be fully paid out of the earnings thereof, keep said Water-works
ptant and all other property used in connection therewith, that is usually insured by private com-
panies operating similar plants, insured, to at least three-fourths (34) of the value thereof against
loss or damage by fire in some good responsible insurance company or companies, and cause such
insurance to be made payable in case of loss, to the trustee, by proper stipulation inserted in the
policiesioiriobkr?

Since acquiring the Water System on June 1, 1925, the City of San Antonio has paid to
the San Antonio Water Supply System, for water service and for sundry service (repairs to hy-
: drants, etc.), the following amounts:

e i

Seven Months Ended—December 31, 1925 ... $ 24,863.40 $ 693.20 $ 25,556.60
sCalendar Year 1926 e 79,990.92 5,764.39 85,764.31
Calendar Year 1927 o e 79,999.92 3,450.32 83,450.24
Calendar Year 1928 . ... e emreeaaeaanneas 21,666.66 701.41 22,368.07

S Calendar Year 1929 o e 15,000.00 57781 15,577.81
. Five Months Ended-—May 31, 1930, .. — 234 66 234.66
: $221,520.90 $11,42179  $232,951.69

The water service consists of water supplied to the City through meters and for fire hy-
“drant rentals, The sundry service is for repairs to fire hydrants, lowering mains, etc.

The Water Supply System has kept a record of the water furnished to the City of San

“Antonio through its meters located at the various municipal buildings, parks and other places’

throughout the City.
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