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Decis10n No. __ 4_S_7_t""#_,S __ 

BEFORE THE PUBLIC v~ILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In th¢ Matter of the Application ot 
CITIZENS UTILITIES COMPANY OF CALI­
FORNIA, a corporation, for Authority 
to Inereacc Water Ratez for 1ts-Water Application No~ 33577 
Syct¢m Serving Montara,. Moss Beach 
and Adjacent Territory. 

In the ~~tter of the Application of ) 
CITIZENS UTILITIES COMPANY OF CALI- < 
FORNIA, for Authority to Increase \ App11cat1on No 33578 
Water Rates for 1ts Water Syztcm . . 
SerVing N1les, Decoto and Adjacent 
Territory. 

In the ~~tter ot the Applicat10n of 
CITIZE!-!S UTILITIES COMPANY OF CALI-
FORNIA, a. corporation~ tor Authority Application No. 33579 
to Increase Water Rates for its Water ' 
System SerVing GuerneVille, Rio'Nido, 
Guernewood Park, Northwood and Monte 
R1'o :and Adjacent Terr1tory. 

In the Ma'tter of the Application of 
CITIZENS UTILITIES COMPANY OF CAtI-
FORNIA" a corporation, for Authority Application No. 33580 
to Incrcace Water Rates tor its water 
SYstem Serving the City of North 
Sacramento and Adjacent Territory. 

I~ the Matter or the Application of 
ClrrIZENS UTILITIES COMPPJrl OF CALI-
PORNIA~ a corporat1on, tor Authority Application No. 33581 
to Increase Water Ratcz tor 1tz Water 
System Serving the Area known as 
Boulder Creek - Ben Lomond - Brookdale, 
Santa Cruz County, California. 

OPTNrON AI'''D ORDER DENYTF'G PETITIONS FOR REHEAR~ 
AND FOR ORDERS MODIFYING DECISIONS 

Citizens Ut1lities Company of California, a corporation, appli­

cant in the above-entitled proecedings, hac filed separate petitions 

for rehearing respecting Decision~ Nos. 48618 (Application 33581), 

48619 (Application 33580)'., 48620 (Application 33579), 48621 (Appl:i. .. 
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cation 33578) and 48622 (Application 33577). Joined in each ot said 

petitions is a request for modification of the dec'1sion concerning 

which rehearing is prayed. Petitioner does not seek a general re w 

hear1.ng but limits its pctit10ne to a request tor. a supplemental or­

der modifying each of said decisions as in said petitions specified. 

Also, petitioner requests oral argument in support of these peti­

tion$;.,before the Corr.mission in bank .. alleging the subject tc be' one 

ofsurpass1ng importance. 

Because each of said petitions for rehearing rai~es substan­

tially the same alleged questions of law .. we will dispose of them 

in one deci3ion. 

?ctitioner requests the Commission, among other things, to issue 

a supplemental decision in each of the above-entitled proceedings 

granting it authority to establish increased rate~·retroactively in 

each ot said proceedings, either at levels higher than the Commission 

authorized by the decisions'here'1n assailed or, if that be denied, 

at'~e levels actually authorized. ' 

In Application No. 3358l~ petitioner, also, roquests an order 

rescinding and cancelling that part of the deeicion rendered therein 

(DeCision No. 48618) which reopened the proceeding for further hear­

i~ and consolidated it with Case No. 5465, which latter is a gener­

al investigatory proceeding issued on the Comm1ssion l 3 own motion 

respecting petitioner's operations in ito Boulder Creek - Ben Lomond 

- Brookdale service area located in Santa 9ruz County. 

While it 1z true as a legal proposition that th1z Commission 

has authority to establish increased or decreased rates retroactive­

ly, Within certain limitations where the facts so justiry, we hold 

that these proceedings reflect no facts which would warrant us in 

affording to petitioner such extraordinary relief. Pet1t1oner f s . 
request for retroactive r-ate relief is denied. Likewise, we deny 

2. 



pet1t1oner Tz request for an order rescinding and cancelling that 

part of'De~1sion No. 48618 (ApPlicat1o~ No. 33581) which reopeneo. 
'to I. 'I' 

the proceeding im,.olving i t~ Boulder Creek ' .. Ben Lomond - Brookdale 
, , • • j' 

serv1ce area in Santa Cruz County .. there being no facts ju~tity1ng 

such requcst. Thc record in said proceed1ng abundantly justified 

the action which the Commission therein took. 
. " . 

The request for oral argument before the Commission in bank finds 

no ju~t1r1cat1on, when viewed trom the standpOint or the record in 

these proceedings.. Said rcqu.es.t 10 deni~d. 

With these three preliminary matters dioposed of .. we shall pro­

ceed to consider the more fundamental objections of petitioner. 
" 

Briefly and substantially, petitioner assertz that the ratcs 
• I ... 

established by the decisions .. herein as~ailed .. are unjust .. unreason-

able, insufficient and confiscatoryj that the enforcement of said 

rat-es wouldconst1tute a taking of petitioner T s property without 
I P' ..... ,: 

.1us'C compensation; that the critical and bas1cfindings of the Com-
"',"1'" . 

miszion are WithOut evidentiary support in the record and that the 
"" ." . 

Commizcion failed to make suffiCient findings of fact; that the 

~ecord doe3 not support the findings of the Commiszion that pet1-

t1oner's service in some of its service areaz is inadequate,: and 

that the rates prescribed will not enablc petitioner to ~arn a fair 

and reasonable department-wide rate ot return'. There are oth~r 

ancillary and cubs1diary'cpecifieations of error but they .. neces­

sarily, are included in these basic o'ojeetions, of petitioner. 
, . . , 

The contentions herein made by the pctit1oner7 judged by the 
',' 

record in these ~roceed1ngs call for a restatement of some or the fun-

damental pri'~ciPles involVing publiC utilities and their regulat10n 

by govern."llcntal authority. The burden rested heav1ly upon petitioner 
I' •..••••• 

~o prove that it wa.z entitled to ra'te relief and not' 'upon the Com-
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'm1zz1on to prove the contrary. 

There iz no constitutional right to be a publiC utility. In 

operating az a publiC utility, a corporation 1$ p~rform1ng a fyne­

t~on of th~ State (Smtth v. ~, 169 u.s. 466, 544, 42 t. ed. 819, 

848) and is exerclsing an extraordinary pr~v11ege and occupies ~ 

'Oriv1.1cged -poslt1on. (United Fuel Gas Co. v. Railroad Comm1.zz1on, 

278 u.s. 300, 309, 73 L. cd. 390, 396.) In such circumstances, 

ztandards of public ~ervice must be the guide in f1Xing the rates 

which' a public utility may charge the public. It i~ true that a 

public utility enjoys a constitutional right to the opportunity to 

earn a reasonable retu.~ upon the property which it has lawfully 

dedicated to the publiC use but regulation docs not guarantee that 

a public utility will realize net'revenues. (Federal Power Commis­

zion v. Natural Ga= Pl'Oe11ne Co., 315 u.s. 575, 590, 86 L. ~d. 1037, 

1052; ~m'rth v. ~, 169 u.s. 466, 544-545, 42 L. ·e:d. 819, 848 .. ) 

However, it must be kept in mind that a publiC utility must 

meet l.t~ 0'b11,gat1.on~ Impozed by law before ~t may cla'fm the benef'ltz 

which flow fr.om the pr1v11ege whj.ch it ~x("rc1~.e$. There must be 0-

balancing or consumer and investor interests. (Federal Power Com­

~1~$1.on v. Hope Natural Ga= Co .. , 320 u.s. 591, 603 .. 88 L. ed.. 333", 

345.) The utility may not charge the ratepayer more than the ser­

vice is reasonably worth, in order to realize net revenues. (Smyth 

v.~" 169 u.s. 466" 544-548,42 t. cd. 819,848-849.) Value of 

serv1cc J however, is to be regarded az a ceiling and not as a floor. 

(Produce Term1.nal Corporat1on v. Il11n01.s Commerce Comm)',ys1on (Su­

preme Court of Illinois, March 23, 1953)., 112 N .E. (2d) 141" 144 .. 

See, also, Ma.rket Strt?ct Ra'1hlay Co .. v. Ra1.1road Comm1s31on, 24 Cal. 

(2d) 378, 404; R~dJ.an,9.£ .. ~tc., Water Co. v. &dlandz" 121 Cal. 365, 

371; San D1.ego Land & Town Co. v. Nat1.onal C'1.ty, 17)+ U.s. 739, 756, 

43 L. cd. 1154, 1:1,61; and Market street Ra1 .. 1way Co. v. Railroad. Com: 
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~iss1on" 324 u.s. 548, 563 M 564" 89 L. cd. 1171, 1182-1183.) 

~fuen a corporation as~~ tor and is accorded the privilege of 

operating as a public utility" it thereby covenants with the state 

that it Will perform its publiC duty a~ a utility. One of these 

duties • a most fundamental one - is that it will furnish reazonable 

and adequate service' to the public at reasonable rates without diS­

crimination. (Pa.C1f;tc Telephone a.nd Telegraph Co. v. P;ubltc yt1.l1:: 

t1.es Comrn1,zz1.on" 34 ·Cal. (2d) 822 .. 826.) As just compensation tor 

the performance of such publiC duty" the'ut11ity is entitled to an 

opportunity to earn a reasonable return upon the property which it 

has lawfully devoted to the public use in the furnishing of such 

service. In light of these logical" reacon~ble and equitable rules 

ot: law, it may not be contendee:- that the util1ty can breach this 

covenant with the State by railing, to furnish the public reazonable 

and adequate service and ~till demand the same opportunity to earn 

the same return to which it would have been entitled had it b~cn 

in the full performance of its public duty. The most elementary 

principles or la-.." e'lUi ty and. good morals deny zuch a contention. No 

man may breach h.is contract and, at the same time" insist tha.t the 

other contracting party perform thereunder. 

True" petitioner contendz that it has performed its publiC duty 

a~ to all of its service areas but the evidence is clearly to the 

contrary and we have so found. 

In granting 1ncre:lses in Applications Noz. 33577 (Montara, Moss 

Beach and Adjacent Territory) and 33581 (Boulder Creek - Ben Lomond 

- Brookdale Area), we were moved" not by the belief that. this peti­

tioner was constitutionally entitled to such increazcz, but by the 

full expectancy that such modest increases would fa.cilitate the im­

provement ot $erV1c~ furn1zhcd by pet1t1.oner in these areas. Thc3e 

increases we~e not matterz of constitutional right. Th~ were ac­

corded pet1t1.oner in an attempt" partially, to solve the unsatic-

5. 



, factory conditions as to service long obtaining in th~~'e p,art1cular' . " . , 
• • I,. '. I , ~ I ' ~, ' 

areas 'by affording to petitioner more r~venue with whieh' to. improve 

its service for the public 'benefit. Pet1tioner's ta11~e to' r~n~ci; 
!, 

reasonable and adequate service in these areas has per$1sted'aite~ 

such failure, repeatedly, has bc~n called to itz attention ';y the .. 
Commission with direction to improve such oerv1ce. In the circum-" 

stances existing, the Commission well could have denied petitioner 

any rate increase at all in these two particular applications" had it 

proceeded solely upon the basis of petitioner's constitutional .rightS .. 

It was tor the purpose of subserving the rights and interests of the 

ratepayers of petit10ner that these rate 1ncreaOC3 were granted. In 

Application No. 33581 (Boulder Creek - Ben Lomond '- Brookdale Area) 

the increase of rates was on an interim 'basis, thE: proceeding 'being 

reopened and consolidatc'd with a general order of investigat1.on into 

petitioner's operations in the area inot1tuted on the Commission's 

own motion. A final decision will 'be rendered in these consoli6ated 

proceedings in due course after further hearing. 

We find from the evidence that Citizens utilities Company (the 

parent corporation organiz~d under the laws of Delaware) completely 

dominates and controls Citizens Utilities Company of California (the 

operating subsidiary of Citizens utilities Company), petitioner here­

in, and that each of said corporations is the alter ego of the other. 

No action of suostantial consequence may be taken by petitioner with­

out obtaining the approval and consent of Citizens utilities Company, 

its parent. The procedures and devices which the parent c¢rpor~t1on 

has imposed upon petitioner interfere With petitioner in the ren6i~ 

t1.on of service to its customers and we rind. from the .eYidenc.e :that 

the domination and control which the parent corporation ,exercises 

over petitioner substantially impa1rs petit1oner"s a.bil1·tytod1s­

charge its public duty. Here, we ·have 1'ortrayed 1n ,bold re11e,f .3:0-
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sentee ownership, management and control at its worst. 

Petitioner's contention that the ratez prescribed in these five 

proceedings are'confiscatory is not sustained by the r~cord.. Nor 

does the'record sustain the contention that the rate basez estab­

lished by the Commission are unreasonable. We hold that the rates 

.prescribed by the Commission in these proceedings are reasonable and 

that the'rates of return which the .ra.tes prescribed will proo.uce' are ., 
reasonable. The rate bases established by the Commission, we hold' 

to be reaconablc. The record in these procecd1~s Will not sustain 

a contrary holding. The fii:ld1ngs of the Commission arc fully $UP~ 

ported by the ev1dence and, contrary to petitioner,' s contention,,, the 

findings or the Commiss.ion are ample and adequate to support the de­

Cision in each or the proceedings herein concerned. The contention 

of petitioner that the rates prescribed will not enable it to earn 

a fa.ir and reaso,nable department-wide rate of return depends' for its 
.' 

validity upon premises which we hold to be invalid and unsupporte~ 

by the evidence. This oontention of petitioner, we tind to b~ with­

out merit. 

Because of the vigor and apparent earnestness With which pet1-
"'r'· 

t10ner has pressed these petitions for rehearing, we deemed it ap-
.. , , 

propriate to disCUSS briefly the !ssucs presented by said petitions. 

However, we find no merit in petitioner's contentiom; and. suggest 
", i , 

that the interest of both the petitioner and the publiC would be 

better served if petitioner should undertake to discharge its pub-
" .; ',\ 

lie duty with the same vigor and effort that it expends in seeking 

rate relief. 
, , . 

For the reasons herein aSSigned, the petitions for rehearing, 

and modification filed by petitioner in the above-entitled proceed-

ings, and each thereof, are hereby denied. 

The Seoretar:r 13 direct·ed to file' a certified oopy of this opin-
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Commiss1oners 


