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BEFORE THE 'PUBUC UTILITIES CO:MMISS,ION OF' THE:,:STA'XE. ,OF':cA.LIFORNIA 

Application of CITIZENS UTILITIES COMPANY) 
OF CALIFORNIA~ a corporation~ for ' 
authority to increase :tts.rates~and 
charges for its water system,serving the 
areas of Guernev11le~· Rio Nido, East 
Guernwood~ Guernwood Park~ Northwood, 
Monte tio, Vacation Beach, River Meadows 
and vicinity in Sonoma County ... 

, 

Application- of CITIZENS UTn.ITIES, COMPANY) .' 
OF CALIFORNIA, a eorporat:ton~,for' ~ 
authority,to increase its rates and 
charges for its water system serving the 
Niles~Decoto area in Alameda', County. . ~ 

App'lication of NORTH LOS ALTOS WATER 
COMPANY, a corporation,. for authority' to 
increase its rates and' charges for its" 
water system serving portions: of 'the
cities of Los Altos and Mountain· View in 
Santa Clara County. 

Apt>lication of CITIZENS' UTILITIES COMPANY 
OFCAI.IFORNIA, a corporation. for . 
authority to increase its rates and 
charges for its water' system serving, the 
areas of Montara, Y.&arine View, Farallone 
City, Moss Beach and adjacent territory 
in ~'Mateo County. 

Application of INVERNESS WATER COMPANY, 
a corporation, for authority to increase 
its rates, and charges. for its water 
system serving the .. communities of 
Inverness~ Drakes-Bay and- adj acent 
territory in Marin·, County. ' .' 

Application No .. 48S05 
(Filed October 2$, 1966) 

,'. 

Applicat:i.on,No-•. 48906 . 
(F:tled·October 28:; 1966), 

~, , 
' .... ( 

Application. No. 48907,_ 
(Filed October 28,.; '1966) 

ApplicationNo~ ,49023, • 
(Filed December 14, 1956) 

1 

Application No,. 4902.4 
(riled Decemberll ,. ,.l966) 

. I,' 
" . c,: ___ ',r' ,.' 

Caspar W.; Weinberger" and 30hn H.' Cutler, for 
appliC<lnts .. 

Cyril M..';:s8r~ •. Counsel!t and J,. 
-Xortfie,C01:iiili!Ssion staff;. , 

E. Johnson,.., 
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OPINION ON MOTION TO D'ISmSS" 

On. September 7 and 8, 1967, Commissioner, Bennett and 

Examiner Coffey held hearings ,on the issue' of. the:access.tci'and:~' 
.' . . '.' '. ,-

"' • .~ •. , ,'I ... 

I' 
i: ' 

review by the Commission's' staff' of: the booksand:'rec'Ords':';of"appli-

cants and applicants', affiliates. The, matter:was, ready,for;;' 
. , ' . , ' 

• ',." > 

Commission action after receipt of 'amotiorito. dismiss:: by' the-

Commissi~n staff and the ,receipt on NovemberlO>1967:;.d£< ·~;Plic.snt:s;l'" 
, , .. , '.' ",.' 

I, ' .• 

brief inoppo~ition to. 'the'motion: to dismiss. Ail" otberissues;, 

relating tOo applicants' requests: for increased" ratesand't~.th~·:, 
'. '. '". o' '. I. ", 

j ,.,' 

service aSpects of applicants' operations in the:Lr'vai:rous,operat!~~ 
",' 

., '\ " .. ' 

areas w~e and' are deferredpend1ng resolution of the 1s~here:tn 

be~ considered. 
• 0, \. ,J', •• ' 

On July 17, 1967, attorney for applicants'requ,ested::that, 

an "informal hearing be scheduled by the Commiss.:ton~,.~r'aC:ommi~-
. '.' '.' 

'1 . ' , . 

sioner, for the purpose of attempting to resolve the apparent 

impasse that now exists between the staff and the' .a.pplicant' 'with 

respect to the production of' documents, which we and' our.,clien~s·· 

believe to be, for the most part, irre1evant to the proceeding;: 
I, • .' '. • , , 

involved~:and in. many cases to be de~ds: of unre~<;ln:ible.>br~3.dth~ n 

Since' the Commission's Rules of-Practice and. Procedure 'd'o,' not ...• ' 

prorlde for "informal" hearings ,to def1tdt:tvelyresolve" '.£~~~~s'~ 
public: hearings were scheduled at: . the . earliest "co~en:ienc~:::'6~, ' , . 

,I, .... rII, 

.~ '1 " ", '. 

applicants •. " 'l '> ' . 
• >. -.'".' '. \', 

• >,' • < • -"' ",". ~ •• I, '<. >I,~, "..' " '" 
Applicants' are 'wholly owned';·subs1diaries. o~· Ci:t:i:ze::.s' 'i' . 

Utili.ties Company (Citizens Delaware)· which both operates~'::and..·b~$.··.'··· 

. , 

. . .. '.. ',." '. ;:'.1.,,'1,'. " 

subsidiary ut:L11ty, companiesprov1d1ng· gas,. el~ctrlc, teleph;olle:';,an<i' , •. ' 
< ."j ", .'. ,t' 

water services. in more " than 425 communities' in~he Uni:teG.?Stat~:.~:~' " . 
• "j."" to" "~,'I' ,', j , 

The· headquarters. of Citizens:' Delaware is' in: .stam£ora/,·:~;- . 

.. ' 

Connecticut~ At thatof£:[ce ~ administr~tive, acco~ll~i~g·~':en~:(~~er~tlS, . 
• ,_ .:: ' .' ',I • "" " , 

" ' , 
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financial, legal and purchasing services are performedforC!f:i.zens 

Delaware and its Califoru1a affiliates. An offi'ce: is, :mainta:tned in 

Redding, Califoru!a, where limited adm1nistrativ~,.~cco~nting 'mid 

engineering functions are performed for ca:l:Lforn1s:<teiepho1:1e: 
. , '., . 

operations, and limited administration.and accounting: functions are 
performed for California water operations, inelud'ingbill1n8" .. " A#, 

".1"" 

office is maiutainedin North sacramento,. where ot:her 11m!ted': 

adndnistrative and engineering functions, 'are perf~~ecl'for 
Cal.i.foru1.a 'Water, operations. Eaeh dis,trict 'has' it,S' 'ownmaua.ser "for ,,', 

"J' 

local supervision~ 

"The adnrlxli.strative office' at Stam£~rd, 'in addition 'to':·~: ' -

providing general management cmd supervision" initiates:, orsrevie~s 

all of the operating and constructionengineering;;'onother than: ' 
, ,I: , '. 

routine projects and is responsible ,for 'the finai:approval;'o~dsuch 
, . " "' ,. 

eDgineerixlg, initiates or reviews a'll proposedeotlStr:\,lct:ton, o'ther ' ' 
, ' . • . ". " I 

than minor extensions, and is responsiblefor-,th~'a'lltho~:tz~tio~or 
- , ,. "", " 

disapproval of such construction. provides legal: serv1ces~ or engages" 

suitable atto~eys therefor', prepares" annual' ~p~x-atirig:;irid , .• '. ' " 

c'onstruction budgets in final fom, neg~tiates' the p,:,cha$eof~large ..... . 
, 'I' , 

equipment and construction contr ac:ts, and~ provide~'. al1;-,o£' the •. 

financing required by Citizens, Delaware and its' '~lif~~~~aff:tli~e~ 
, ". ,', ' .. ' .' .. .....,' '. ..; , : 

The Accounting Department of theadministrativeofficeat'Stam£or~, 
• ~ . FI 

provides general ,accounting manageme~tand-' superv:[sion~'p,rep~es ill,.·' 
• , '. < "' l' ' ",,'. "' ",' . 

1'\., ,Oi', 

income and' franc:hise'tax aceru.als:'and returr..s ,revim:·invoices 'of 
r' '.' • , , 

$1,000 or more and makes paymeUe the~eof,adminl.S,t~rs all employee' 
"_. ,..",' s, ,..", 

benef:ttplans and, insJrances, supervises at:di.ts~ .p:ls~parcs' '$;t:':d:L~s., ' 
. . .' " _ .. " j./ " ,"", ' ""'." "' I 

pert:!ining to· and ,selection of account:tngmachinery: such; as: IBM,..; 
, ' " ,-" !.j~', ' '." / 

•. 0_,' " 

izes 'reports to, regulatory' agencies,' determi.1les c~rrectI<~ccoun~ing" 
. :-. 
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entries in other than routine matters,: and prepares,' consolid~ted':;" ' 
< •• ' 

financial statements for ~tizens' D~laware 'and'its':Cal:Lforx1:ta:", 

affiliates, .. 
.. -", " " 

Tha administrative office'at Redding. perf~~bookk~~ping,: 
services ~ maintains plant records~ doesth~'bill:tng'8.nd~int~nanee 

, ' ~,' , 
, ~ t· 

of aCC01mts receiveble records except for the ;Ni'les"watei·D:tstri~:t',.:' 

reviews, and pays invoices under $l~,OOO ,.preparesiIl~<~raft,;'fo:rm, " 
,-.',., " 

reports for regulat~ry' commissions,.,p~~pares: ;b~iic; d'a~~'fo~,proposcd"" 
. . , 

operating and ~onstruction. budgets.~prepares.: monthly' ·oper-ating., 

statements~ and prepares monthly and other' reports as, reC1~est~ ,by' 

the Commission for Citizens, Delaware and' its Caiifonda: a£fili~~es'.. . 
.. ,'., 

Applicants allege that too expenses of 'the' adud:nistrCt'~ive:" .. " 
. .c J' "' r ',,' " 

offices at Stamford and Redding are'in part. chargedd1rectly ',to,' 
. , . . . ..' . , ' '" i;. ",' / "," < .: ~ ,. ' 

Citizens Delaware or its California affiliates' for.which'·:th.e,· 

expenses were specifically incurred,. 1npartch:lrged·t.~c:apital· 
< " " ( 

aCC01mts., and in part accumuia,ted' in cleariDg ,sicc6wi~s:c8.1:1~d:' , 
,', 'I ' 

Mutual Service Accounts ,and,d!stributed to.~ the: districts . and: " 
'. ., '! ,,'. ,'" I, " .'. J • • 

CaUforn:ta affiliates of: Cit~ens Deiaware; on ~ basi~. ide~tifl.ed ' • 
r-' . ~ . '.v" ,"'" .", I, 

as the: "Four-Factor Formula"~ originating for Cit~~~~1.aware· and ' 

its california affiliates with the "staff': of theCo~issi.on·':intS56 •. 
I "", ,'f" 

COntrary to the foregoing allegation,: it apPears:;fro'Cia: 
, I '. , • • . • ..... .' ~'" • '. ',' I, •• :.: ." \ 

comparison of the' showin.~s of, the current· applicat:tollS and",the 

opinion in Decision No. ,66366 (Par~RayWater Comp~y,"App'licat~on',· 
, jl.' , '. . ' . _~ ,." .... :: ," ._.. " . 

No. 45176, dated November 26~1963) that Citizens. Delaware' and: ,'l.ts:, ' 
•. ' 

~ffiliates continue to oppose staff ,recommendat:t.ouS'Ci:)':that', 

Stamford expenses should becharged.~o cal:tforriia,,~peii'Ci~~'~OnlY,' 
to the extent that' such 'expenses arc 'in the interest· of:';cai:tfo~:a 

I' ", <, .'." I ,,"" <.... . 

. _ .'" ,": III, .,.. • "', ". ' " ~ ",' :',:" ,..' .i.', "" ,.~ ," 

eonS'UI:ers zod (2) that the prCl'~r methoo. of;cffe~e:i:ng,::'s'Uc~'}.:'en:arges,h" 
- I .J ',.". • •• .' !'.' 'M, ,-" .. ' , , '." , 

" 
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to California operations .is to allocate by the·'four-factor:,,~tb.od 
<.,' 

only those items which remain after' the eliminatiot'l.:of,a.tLlo~tl.ts ..... 

which can. be identified and.' assigned, direc.tly which'result ,from 

activities of no benefit to Califoruia c.~nsumers . and, tho;ewhieh 

relate to construction. overheads. These staff'reeommendationswere" 
. ! 'c' 

considered. and. adopted by the Commissioniu Decision :No.;;,,65404"', 
" , ,. ,-'.'" 

(Itxv'erness Water Company ~ Application No,. 4t:.221),' Decision . 

No. 65425 (Citizend Cal:f.forili." Guerneville D:tstrict" A~1:(c~ti6n 
No. 44209),. Decision No.. 66729' (Citizens Cali~orn!a,.:, ~U:Ld~rC~eCkl' 
District, P .. pplication No. 4S164),DeciSion Nc>~ 6673idsleton.·'W~~r 
Co., Application No. 45171),' ,Ded:l~ion' No.' . 66366,.~~~~;.';·W~t~',~.'~:, 

• • - '.... , •• ,,";, '>"', ,,"', 

Application No •. 45176), Decision No .. 68443, (North'~os:AJ.:1:o~.,Wate:~>' .' . 

Co. ~ Application No. 45625), 'arid DeciSio~, NO'~.'68841:;(COn~j~",va.lleY· ,'. 

vJater Co ••. Application No, •. 45442) ~ 

'Based on acceptance· of:, staff prineil>le~.~ . substant:i.al 

reduetions in applicants ' showings of:m.\ltualservi:eeexp~se ·were·· ' . 
, .,'. :' ~ .. 

fOlmd reasonable by the Commission, in' each of those deci's,:tons ... ' . 
, " (.., , 

The staff based its . recommended reductions::tn'mutual 

service expenses on an audit in 1962 made . by th~staff i~:Statli£ord 
. '~"" .', ',", . ~:' ,,', ", '~::\>"'.<'-: .. :.:,' 

of the 1f.LUtUa.l, Service Aceount, the report of·, the:aud'it .. results • ' 

being presented d~ing the hearings' 101902' o~~ AP;l.~c·at:tiD.''''~O'~"~':44221· 
, . • ~. " . . I', ," ,. .', " ,'. , .", 

of the Inverness Water Company'. 'The aud:Lt.d:tscl~s;ed:'that:"$90:;i4·95,;, 
- " . ._ :"," .' , '''. . '<.>, ,;':. , ~.,>;""" ~ , , ,I 

of $586~ 662 recorded: in 1961 in t:he St:amford' r:~t~.'lSe¥ce·':'Aceou:"t :. . 

could be identified and d:Lr~ctly ~s:tgned' to,t~e· ope;~t;:to~:' :~f;::' ...... . 
districts or subsid!ariesof,C1tizens Deldware~ . Oriiy'$2: 795,:: 6f::' .' 

'. .1'" . ,. ."'. '., 

, .. . ""'>."';.':" 

these' identifiable 'direct cbMges,.were ass::tgnablefto':Cal~fot'il:i..~' 
", . " ,.,' ."' , '. 

operatiOns. 
'" 

A'rC'\~~of cOmn!ss::'cn'cecis:Lons' since '19G2"':'d~o~:$t~'ctcs 
• .. " I 

1 ,," ,r 

thatapplieantsand,their affi.liat'es.consistently 'have ."opp'()sed :the~ . 

-5-
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staff recommendations on direct charges ~ haVe testified,:tn.oPPos1tiQtl. 
I :" " " "', '.' .,.~.' 

to specific staff adjustments in general terms, but:h8.ve:presentedf' 
.. . 

no factual information on which this Commission c~uld, j,udgejthe .• ' 

cost of such services 'rendered> Cal:Lfornia operations~ 'Atno't:tme. 

was the. Commission': persuaded by applicants tShOw1~gS:'~hae, s1:ibs,tanti.al 
. , ': _' • i' ::~: ,', " . .''': ' ':.'. • , ", ,.. ,': ". , . 

amounts of Stamford expenses could, not' be ,ident:Lf:[ed':and'lor'directly': '; 
• ". ."·r ",,',", 

aSsigned to: specific operations~ 
I', . 

As early as November 26~ 1963, in Dec:[s':[;on No,.' 063:66:' ,.'" 

(parkway Water Company, Application No'. 45176,) the Comm1~Si~ns~id: 
"In order that the Commission may be informed ,of . 
staff recommendation ,of the amount. of Stamford 
expenses which should be charged to California· , 
operations, it is necessary that, the s,taffexami.ne 
the Staillford'books" and records and/or the,applicant 
make adequate responses to staff reques,ts'f<)r:.data .. 
It is not in the public interest that California 
consumers be required to: bear the expenses . of;: an 
audit in Stamford· each year that applicant or an 
affi1iate requests a rate increase.: . Appl:Lcarit . 
and its affiliates'are placed·on·uoticethat.the 
expense of suchout ... of-state audits maybe dis ... 
allowed in the futureas~ a rate ... making ,expens'e:, . 
or that. the' production of appropriate books: "and 
records:, in. C:llifornia may be required, or th.o.~ , 
the' Commission will disallow expenses which are' 
not proved by app1icant to be reasona'ble.. tt ' ... :', 

,> I' 

After' correspondence,. requests. for data ~"and . c';'nferenc~s, 
. . . ' . "" . , . -" : . .>', ... ', "~ . \ ,:'" .. ,~:" :.:.> , ,j' " • 

between applicants and staff~ the Commission authorized ;'t"'.i1o:staff· 
- • , '" '.' ;," • I • \ '" .,', ,", '~.' i" 'to 

members from the Finance and: Acc~unts Division.: of;:' the . Conmd~si.ori''i:O' .... 

travel~ at State expense, to St~ordfor·the'purpos~<of.matd:nS. a:l . 
, :1,', ' .'. " ' , ,,' • ' , .. ' ',' 

examination and ::audit of the accounting'ancl'. othe# record:#.:'~Und'erlying.:",· 

psrent c~any charges .. to the California .opcra~uigsubs:td':E'ar~e;·.: ,.' . 
, ,,','. ' ., 

• " '! . ~.' . I .' ,., > \ • 

The staff members. were" at the·parent;. company offi~e~: .. from.·'~ch'" 30 
I'- • " '" ' I.' • ' " '" c ' , ' " ',' ,,:~ I , ' ' <, '"" • , :, > " " " 

through April 19, 19 67~'" : <.;', 
,. 

Sta££ requests for records, and': support1tig~:da~.:l.lt·'1 

follows: "" < 
~ '. 

"." '" , " 

"""1 

-6-,;; , 
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i " , ", " , " , 

Calculation of four-fa.ctor formula distribution.-.·· 
Years 1964-1967 , inclusive.. ' .. 

• • ' , ' I' :~ h 

Applicants' Position (A.P·.) - Y.lB.terial ,will be .furnished· to., 
, • .,', r , 

extent it bears upon Califomiaoperations·. (Ex:.,3·~)· 
• ' • • .:,:.": < 

Status!: Data for. years 1964' and 1967 'ha~e~ n.ot· .been':;'"£Urnished:~ .' 
_",," :. 'I'Y' 

• ", .'., • '.' '.." • L { • ," 'I '~',I'" • 

Data for non-California,operations have not :been.furriishe~.·.·. I, 
, - . -,... ,,- • I I • • 

Staff f s Position (S~P:~)' - ,Examination 'of'mater:[alas- . :ttl.per;"', 
. 'I . , . .' 

.', 'f < ..,' ,,,', ." ,'.\ ",' ',' I,' ....... '<.,: ,I .. : 

tains . to California operations' only would· be" inconc1us:.l.ve-,;'·· 

sulce the £our-factorformu1aand other methods:used:;:to, " 
,'.'" 

distrib'ute Stamford" Mutual Service ' ~harges: mUst'b'~ re~ewcd' 
.' ...' . ..;t '." '."'; , .....•.. 

and tested' as to . their total effect and'end're'sult', 'in " , 

equitably distribut,ingactual acctmlulated costs'to'various~ 

operations both in. ,California and other ststes~': 'it ·.:[s.: not, 
, , <' ,""," ". h ' 

possible to dete~nethe' rea$onsblenessofthe.port:r:o~, 
distrlbuted to california utility' operations -d.thoutreview .' 

of all charges accUmulated and their distribution in tota~, 

for a representative period. Altho~ghi the caie';1:'~tion':'~f: . 
'. . ,.. ,"'. . 

the four-factor formula was . supplied' for' some-·years·~the' ... 

staff has, not beenafforded'sccess- to records· of,:·:t~~estment . 
.' " • ". < • ",,' 'j '. .:"''-;-'':':' ' .. 

and operations outside-· California totes,tand''Cverl.fy';su~c. 
l,., 

basic data utilized :tnthe formuia. err ... p~37.~) .. , ..... ~~ 
.. it 

2. ggmputation of construction overhe8ds: (b8£;18)'. 
, ' ;, 

A.P. - Material will' b'e furni8hedto~:the.extent :Ltbear~upotl:. 
<" . ,.' • 

California operations •. (Ex •. 3:.): .' ... :; 
"",' , " ~ ". ",). 

:! 

Status - No::mater:Lal has been furnished ... 

S.P. - In addition t:> t:"e s'ame justificatiO!l: ancl. rationZle,s~t' 
forth under item 1,. it is~ecess:ary to:r.evi~w; 'iTl:~t~ta~,·,:'., 

1/ , Status~as of .. Sept~r '7~ 1967 .. · ,,'" " 

, ~/ p • '. \ , 

~7-
" ", 
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3. 

'construction overhead costs inc~ed' andmeth~semplo;ed ,'iu 

computing and allocating such cos,ts. t()<alloper~tions:i.n' " . :, '" 

order to determine the reasonablenesi' of ,allOCations to·a· " ' . . ~ 

specific operation. The staff, witriess. ;stat~dthat"this.: " 
, ,'" 'II.' '.," 

information is necessary to the Comuiission in order:: to': 
• " I ", . " - ,',' 

determine the extent, nature, andreasonab'leD:es,~': ofth6se., 
. :~ . ,;' . . , ' ..... 

overhead costs which relate to, constructi.onas it :bears ',' 
I ," '. 

upon California operations~ It:[S: n~cessaryto,'; ~eview'such 
information for all\lJXlberof, yeus beeaus~ ,:the'r~;ult,~fsuCh 
allocations- survive in tbeut1lity p'lanta~count~:~df::th~" 

. . .' ~,...'. ,.. 

operating companies in Cali'fornia. n(Tr:~pp.~, 4i-42"~)'i 
. , '.' ,,' ,,' - r" ,I.,. 

~~....:..=:.:~.::::::~t-....:=!~~-t:::~~~L-::::~:!..., ~:......:.::::,::::,,::::"" .: ' 

A."2. - Request is 1r1:elevant and does ~ot bear o~:'the appli~"~:, 
cations for rate increases ,filed by, Citizens'· California'and 

, '.' . " 

,'; 
, ~ ...• , . 

" .... ,~ 

its affiliates since the requested' mater:[ai'relate~\to,'non- ." 
~ • , ." .; , .. ." ... I • :., t' ' 

California operations",(Ex~ 3.,) 
. ", 

status - Return and data for1965madeavailable-for,'"ery' . 
.... 1 " • " " '" ,",' • 

li.r:li:ted period on last clay' of' staff audit, in' St,3.mford~' 
:: ,: ' .: " '. • , •. : ,,,L ~:: ::' ~'>,." . -,:: : "'" • ' 

Ret\:l.rnS for 1963 and 1964; and'preliminarydata:'for',1966, ,', -
,.J : ~ .' , ' I, ,. . . ,. ' 

not furnished." "".' " ., 

s.P. - Since there is no such thing .2;S a feder~li'D.come,te.x ' 
.' '"j .. ,'" " 

return relatiDg only to the califo~ia ~perati~71~ ::'inthat- a, 

consolidated retUrn is filed by the ,parent company ~~hieh'; 
includes'the operating resUlts ,of its subsidiari~s:,.it' is 

. " " ,. , "."', 

, " 

necessary to review and- :malyze the. cO~$olid:ated ,t~ . _ . 

:etur:LS for seve=al Y23rS ,forthe'folloW!ng:,:reas'6ns:: .-, (a) ~o 
" " " , , " 'I ,,'., , -';'; -,<; ., .. ",'. 

be able to determine tax' depreeiationpract1ees:",and7:. ' '" 

": ',.,. 

," ; 
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'1'· .' 
il" 

, ,':: 
", ' .. 

deferred tax accounting." and (b): to' detel:mine,' the basis for 
. " ' .' 

the correct amount of actual . income. taXli.abil:Lty.:tricurr~d'" 

to be allocated among the various corporations;.' including. 
, ',", " 

; . I, ....,-

those rendering utility ·serv:tce. in ,California: .... Re,t'Y.iro.s,·'· 

were requested for the years since theprior:staffaudit .. 

(Tr. 29-30. 48-49, 53-54 .. )" 

wor 1n progress 
Rrior years. 

A.P. - Reques,t is irrelevant and . does: not bear on applications: . 

, for rate incre:~es. filed:by CitizenS· Ca1!,forn1a audits, 
, ' . a,.., / , 

affiliates, since the requestedmater~af'relates; ·.to':, non-' 
'j. ~',: -. , ',.:: 

california operations.: (Ex .. 3'.)' 

StatUs - Ledgers for 'years.' 1964, 19.65- and 1966; fu:rn1shed .• ', 
. " 

Although ~ccess to- yearsprlor to 1964,' was,refused;t~dg~:t'~ " 

furnished'included portion of year lQGS;., .. ' 

, .' 

S.?- These ,records comprise the: basic accounting;'records' 
'I . ". .' ',':.:":,,.' , 

of C1t:Lzens Utilities' Company as· a:whole~ '.' Itis',:·necessary , . , 

to examine' such records in order to' beal>le,'to, r~Vi~ :.mc,·· .. 
, ' 

analyze' those.transactions:."affecting, CalUornia;'ut:!:lit"j' 
'II 'r"' '.' 

operations. It is not possible, to e~ne:such:'record's', . 
. . .. '. . 

as they rel,te to California operations ,alone an'd-'arrive ,.' 
1-:. _ I 

',_ I 

at any lIlean:lngfulconcluSions,. particularly, beeausedata:: . ' 
, , ,", I,'" I 

contained in the records rectuested:pertain1~g'to:plaD.t,", 

investment, revenues and eA"PenSes .forth~company:as~: ' . 
" I· 

wholeancl. for the Various :separate operstions'formehe 
;~ , ! 

basis of; allocationcfMutuil' Service~h.::.rses·urlC:cr.':the . 

four-factor and other meth6ds used ~o:~i1.oeate:,su(!li' c'~sts'~' . 
, .' .' '- . "' 

,. ", r, ' ,.-. . ", ,~ 

-9- : 
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.. '" 

Additionally~. it 1s'necessary to revie;' records' 'for several',· 

years in order to note any changes in ae~ounti~g',proced~es •... ,. 

that may have an eff~cton accounting. results affecting 

California utility operat1ons,·and'to.d:LscovcX' trends'or·',· 
. ,. 

patterns., if any there are ~whicb.:'may ,be~· refleete<l::by' 

various accounts.: ('Ir. 55-56 .. ) 
. , . . .. , 

.All books! journals, vouchers, work papersaetc." 
constitut ng sources of original entryz an , 
supporting source documents thereto. 

'". 

A.P. - Request is irrelevant and does not bear on applications 

for rate increases filed' by ,Citizens California . and ' its . 
;,~ 

affiliates' since the requested '. material. relates: ,to: non~ .. 
,>" , 

Cali£o~ operations •. ,(Ex;.. J:~)' 

Status.- Specific requests. for items in years 'l,96S'and.,iSG6:' 
... ' .. 

furnished' only , in" part •. '. No material for' ye~s.: prior. to· ". 
::. '. 

1965 furnished~ 

S~P. - This item. constitutes the 'basic: s'ource dat~for traris~ 

actions sUDllllarized in the general' ledger and'su1>l~gers:" 

thereto. vnrl.le the staff' sprincipal interestand:,eonceru 
'" ."", ... 

pertain to those reco~d.s and, documents'as they apply to;, 
, ., . . 

California utility operations, many" such:record's . r,eflect:: 

total company transactions" and accounting,. bearing; in· ,part' 
, .,' ';,.... . ,. . 

upon California utility investment and' operatini;results~ 
" " • .' '. ..' ... , . '1\" .. , 

Specific request by thesta£:f for" each:item, ·with'speeific··· 

ide1ltif:tcation~ wou.ld not only be 'undU1Y:~!In~:'~~~'m1~'~' . 

but would not' be feasible. in conduct:ing~: aUd:tt'/ on. 's; t~st 

" 

" 

cheek or sample basis:. Obv!ously 'the.stiff'w~~ld:notb~:1n ',. '" 
, • . ," .... ", ..' ... " . ". ", " "" j;:! ... ' .....• " ..• ' .• ,'. . 

a pos:Ltion of hmringprior . knowledge' 'of:, the:' t~' .. and.:n~e .' . 
. '. ,~' ",' -,.,,' '. ', . 

. )I •• ' 

';'.";','.: 

-10-
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, .,'.-' 

',I; "', ' ," 

of various source documents supporting ,accountingentr:tes." 

Therefore~, the staff argued, it' could' not' poss:tb'ly: provid~' ' 
'" ,,' ',' ',:,',',' '" 

the specific identification' of each spec:tf:tcdocument.~;as,· 
• ,< • ',' • "~~'r' . 

was, dema.ndedby, the ,company. "err •• p~ 59.) 

.1>, 

6. ~ocedures manual. ':, • 'j' 

...... .:' , . " " 

Status -This item has ,beenfurn:tshedto 'staff .. , ,,',' 
. '.' " 

7. Budgets, operating and construction; andla.test 
casJi flow statement., ' " ';' " 

• ",' ,< • 

," "" , . '.' 

A.P. - Request is ,irrelevant and: does not bear ,on .applicAtions 

for rate increases~ filedby'C!tizens C~11forni'i:~d it's,:' , 

.affiliates. (Ex. 3.) , '.: " 
",., .. " 

• i_" 

, " 

Status -No, material has,' been supp,lied~ 
, ' ' , 

S.P. - This' information ,is'necessary :tn: conjunction with 

review of the plant~ revenue' andexpense'fact:orsof,the: ' 
• I,'" . 

four-factor basis used:, to" alloeate"MueUal'Servicecharges 
,~:~ ,",;' ... '.- ' " " :' I, i' I ". _ ,. :. ..' "' T ,-, • 

to California. It is also necessary in> order to" be able:' , 
.J,. " , 

to note any sigtdficant d:tfferencesb~~ecn,budgeted: aDct', ," 
, ···'·1 . 

'. '. 'I .. . .. '" . :,.,~:.( I '. • ••. , , .... ,:.~ ..... ".. , 

actual construction andoperatitlgresults. ">The';>st'aff"would 
"I . .•.• ". 

, . 
use this material in deterrdUing,.my ,sisnific~t"v~~a:tions,'" 

, .. . ',", " . :!. '.",'C ':, ' "'" ",~ :.. '.,. 

chatlges, or trends, in ' operating"exPenses, ,ar;.d':~~t~t~s;'.',of,:: " ,,~ 
" ~'~.' 

both construction, and operating expenses forthe:test.year."~ , , 
c : " " . '.' ,', ,. ' •• 

,.' " 

Tb:is information is a bas!sfor the 'sta.ff 's'<test.~of~thc:> 

reasonableness of the comp.my's eS;timat~s 'of~ op~~;a·t'ing·' , 
expenses, and construetion~an,' element:" of<:r~t~ ~~'~,;: (T~';"": ,. 
pp'.. '61" ,139.) 

. ' •.• i"J 

~..t3tet,:~ pension,'insuranee and any othe=cm'Ployee, 
'benefit r.>lans.' and, programs.,: 

Status - tlusitet;l; has. been furnished ;to 's.tc9.ff. ,,' 

:"11- " 

" jl.-, 
, ~:. " 

" I',,' 

.... ", • i J '. , ••••••• '\' ·.T~" .' ",').' .. ' I': 
' ..... 

,.' I 

'.,' 

,",,.' 



s. 

",,).',' I" ··'1 . '"'' ,," 
, • i· , 

' ..... 

",'" , 

'.. ',," =:' ... ,,', ': ,- .. ", .,' 

I'. "" ' ••••. ,; .• ",} • 

"". 
"" ' 

" ' ' ':: r , 

California general correftindencef!le, . at • least 
three years J maybe back ther. 

A.P. ... Request is irrelevant and of a confiden·tia'~ n.eture . to- . 

Citizens' Delaware... A1so~ tbeproduetion of th~se,materlals: 
, 

w,ould be wholly unwarranted. (Ex~,.3,~)< ' 
,";# , 

Status - Access to'the file.was riot,'perm:i:tted;. . 
.. ;". . 

s.? ~ - A review of, correspondence re'lat:Lng,to:' california 
, ' ,. .r. 

utility operations. will furnish the 'sta.f:fwith >info~io:l 
.I' "', 

Ii , " . . ", . ,,' ".' ,_' , ,-

concerning changes in accounting procedures,' operat,ional" 
" " , • " ,1 " 

changes and other~tt~rs',haviDg. aD. 'effect' o~ ,pre~ent'. and' 

future operating results- in California.;; To determine: . 

whether such correspondence is re'leval'lt, can otiiy"~" 

determinedbyreview.the:'staffisbo~d,:to.:re:sp.ect:th~", 

confidential nature of any·· information so 'obtairied.;""'It:~ , 
I\" ' , ' "." '.'" ) .. "; ','.: ... : ,'''~ -' " , _, ::. ' 

would use' only such information that· has relev3Uey:to: 
• " •• ' >,' .,' 

regulatory matters ~thin',the:' C~mmission'sJurisdi~tion .. 

the sta£frequest cont~lated a brief or $-ampl~-review -
, , • , ' r ! ~ : ',' .: ..' ' 

only of correspondence files~, a part of· normal i;aud:£.t:: " 
. i ': '," ': 

procedure. (Tr.pp. 62~ 64" 65·.) 

10. California Commission correspondence. 
, . 

A.P. -- Request is irrelevant, and of a conf:i.denti·a.l nature to· . 

Citizens Delaware. Also~theproduct:tonofthesema1:erlals-

is unwarranted. The California Commis~ion'corres;~ndctice' 
., 

is notseiregated from its general Ca:L:Lformacorrespondencc~', 
• . . ' ',I.,' c 

, " ' 

Further, . all California 'Comaiission 'co:rrespondence, must' ,.: -; 

necessarily be' contained' in ,'Co~ssioti:":~1ie~:~: ,<Ex~", 3::), 
. . ' ., '.' , ..... ".', ' l' '. 

" '" '.' 

Status.- Access ·to the 'file,was not permitted'and:mater:L:al. :. 

was not fur~hed·. The~ 'staff rlll:use'cotmni~~ign:';~~i~s,~:', 
' ..... ' 

Ir' "'. .,'.: . 
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S.P. - 'Ihe.requested·ul£ormationwould havefu:rni.shed·the . 

. Commission staff with a convenient ·and·exped:I:t:[·ous.methOd'· .. ' 
. . 

of reviewing correspondence betweenthe·company an:d·.1:he .... 
, 

Commission concerning its utility operatlons·.in·,California 
't. ',' 

as they relate to matters concerning aceount:[n8.~· d~ieei:a- . 
. .. ', I. " 

tion. itlcome taxes and other informati()n::wh:[~h are. relevant 

to tTle pending rateproeeedillgs~ Although~s~h 'eorres~' 
, '. . ~ 

poudence is· already intbe CoJXlJll!ssion'~s; f:tles.1n ·its· 
.' • I ,', • 

various divisions and departments:,.' there could' and; would be 

considerable savingsintfme and duplicating' costS-if' ';y' . 

, furnished to thestaff?y.the: companyf~r' r~~"~':(Tl:'" 
,I • ..... '(.' 

::, p .. 56.,) .... . 

11. Audit report file (Internal and' External) •. 

A.P. - Except that any ,internal audit reports" pert~~ning to' 
I.' 

c.:.l~forida operations. will be made . ava!lab-le t~ the 
• '. • " •• I il-"", -"1 '" " "., .-

Commission. the request· is irrelevantandd~es.notbear . . . 
on tbe . applications' . for rate,. increases ·filed;by. 2it:r.2:(!ns . 

Cal~ornia' and its ,affiliates; since thereque~ted.ma:t~1al: 
. II ~ 

relates to non-californ1aoperations.: (Ex.. 3;~» .' 
: .' . . .' '". ".', " 

Status -;External.audit;report: for: 1965 and sUpplemental,:.'. 
II , 0' ' 

report to' stockhold~s was' fu:rni.shed,.Audit::repo~ts'for 

other years· not ~shed 'and: access,. to both~ :rrit~rnai .·and' 
.. "'. .,-' 

. ,~ . . . 

external audit report'files was refused ... 

. . . 

S.P. - Audit reports alone are of limited' ;;useas a: source' of 

information since they ·are usually, restr:Lcted.to':·apr.esen-, .' 
,'i .... ...'......,.. :'." ... ,>. ' ..... 

tatioll of financial,and operat:tngstatementsofa·<·company'.· .. 
:1" ."', . 

"'j 

with·;u.mited footnotes' or comments: pertain!ngollly.to, .' 
. " ' , . 

: ' 
certain. accounts. Audit f:tles~.however_ for.both·;internal 

, I., _1" 

.,,', 

-13;';;: . 
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"," 

and external audits. contain muchmore'eXtensive information',' 

on £inancial~ accounting and ,'organ:tzational matters;: 'often, " 

including recommendations. forcbanges in or adoption of,>new 
"', .' ", 

aceounting procedures. accounting adJuStments,;.,and::··re latecl ' 
.' . .. . ~ 

matters. The staff rectuest:was :not ill:tended to;extetld, to 

internal audit'reports and files,perta1ningto'operati0n.s:, 

outside Ce;liforni.a; however, 'boththe,:'external:' aud:tt:rei>Ort 

and audit file pertaining to' the·parent.,8re.reievant::~~'a·: 
source of' informat1~n:which bears ·~pon Cctlif.ornia/~tility'~ 
operations. (Tr. pp. 69-70.143,11.~5~) 

A.P. - Material will be furnished' to the extent it bears 

upon Californi~' operations.", . 

. : . . 

Status -' Nothing has been farnished' •.. I 

il 

s.P. - Such studies would be indicative: of management", 

eX2gineeritl.8 and accounting functions performed" b)7' p~ent 

, company persoIme1 :Ln Stamford~ for the' ,:benefi£of.Cal:[fo~ia . 
, , 

operations and paid for by allocation'6f:M~t~1: SerVice 
• , " ;, "" j< ., ., 

charges.' California prepared studies ~ould '31so'£Urtd:sh 
'. ,I,' 

support for the' reasonableness of,costs~both: :d:i:t'ec~:and"' 
.' " 

.... " " 

,13'. Mortgage indenture. 
.'. ' 

" 

Status' - Material' has . been .. furc.i.shed~ 

-14- ' 
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14. 'Corporate. minut~bo~ks." ," 

',' 

, ~, . 

l5~ 

'A~P. - Re<t~est' is in-elevant anddoes'not.b~aron:"the' 
appli~ations for rate increases filed by 'C!tizens: ,'" 

California and: its' a£f:Lli~tes' since "tbe,'reQ1.'1ested ,~terial. 
• • . '", • I .' • 

re'latcs to no1l.-California 'operations:. (EX~3'. ):',: 
, • H", 

" ' I ' 

Status- - Books were, not 'furUished .. 

S.P'. ... Corporate, m:i,nute books compri'se::>a basic r~cord of 

deeisions of management, through ,its directors and: 'offi.cers, ',' 

relating to the busuiess 'affair~ of 'the 'corpo%:ation~.:,~f;.', ' 

particular interest to '; the" staff 'is' !il£oralatio!i,relatingto 
- ' "". .;' ' , 

proposed and accomf)11shed property aCClu:[~:Ct:[onS .• , 'bo~' 
. . " 

utility and n01lutility~ in order' t~; :tsola~e-anCt':"exci~de' ' 
, " 

" , 

from. Mutual 'Service allocations:: to' cali:£orn!a operating' .. . :' 

expense accounts representing a portion' of costs:' such as 

officers t saLaries and travei expenses, incurred, ':tn su~h 
'.," ' 

acquisitions. The minutes, would· also furnishinformatton 
, , . 

on the original cost and purchase, prfce'of utility proper';' , 

ties, changes in organization' and salary "levels;~ 
,r, , 

transactions with affiliated companies ·andothe~'m.atters:~. 

all of wh!ch would bear upon the invcstment· .. itt:andcosts,> . \ .. , . -., . 

of operation of utility operationsil:::' Cai1fo~i.a; .' 
I' 

(Tr. p. 77.) , 
I '" 

i, ~ . 

Stock and stock transfer books and records'. 

. .. > ."'.-
" .. ' .. ' 

. I • • • 

A.P. - Material will be furnished .tothe extent~ it ''bears upon:' 

. California operations. 'The 'stdek' tr~fer: 'books,'and:r:~c~~ds 
will be "av3!lablc attbe"st~ck trans£~r .'3.gent:rS::~f'fi6~'il1.,' . 
Chicago provided their inspection can biconducted:'by" the'", 

Comadss:Lonwitbout 'expenSe to'· C:ttizens:;D~l~~~e'~· :~x:,~,,:j'.)( .. :" 
. '" , , ' ," ' .. 1'", , 

.,Ii· 
'. ,C, r ' ." ~ • ':. ,I' 

.,.\ L I 

'. " 

-15-
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",r,,' ,', 
" -." ' 

"i 

, -', ",,' ',,", ,', . "'1'1'''' , 

8.1>. - The review of stockownersh:i.p,andtrans,fer'records·~~·'~, 
, ' '," • '>11(" 

necessary to help· ~et~e whether go~ds·or'serv!ces . ar~:::': 
, . 

being supplied and at what price or cost to the Parent::· ;;: 

company or· its subsidiarles by any holders ofsubstanti~l 
If' , ',' 'I 
II i ' 

stock, ownership in Citizens Delaware,; and allocated ,to; " 
" , " , " 'rl ' 

,', " '.' ", I 

California operations. (Tr. pp:. 78:, l48.)·, .,~ .. 

Access to' annual re-a0rts and, correspondence files 'of" 
other states i juris ictions·. .' .....' .". '.' 

;-' :;, 
:-( " 

A.P. - Request is irrelevant and does: tiot bear on ',the appli,:" 

cations for rate increases filed by: Citizens,Cal.iforni'a '. , 

and its affiliates since tberequested material relates to·' 
, ", ' " ..' , ' ,'~ , , 

non-California operations. (Ex~ 3·.}~ . ' 

Status~· Nothing. has been furnished and,·,access::was,'uot·; 
" I' ""', " 

permitted. 
, .. ', 

s.? - Armual reports to and correspondence~thregulator.y 
'.'," ,", ," ",,', " 

Commissions, in . other states' are of material, aSsistance··iI{. 
" .. 

" 'L ,';' 

connection with review of tbevariousmethods··,used.bytbc~· 
, ',,:~', ' ,'/, ,,' ,", '~,," i '<,"", ,'~ :~ ... 

company to allocate· Mutual. Service charges',.'ancl: the'eud, . 
" I" '_.", 

total effect . of, such methods .. The . foUr-factor .meth~(fused ' 
'~I r 

to allocate Mutual Service' charges't~Cali£orDia cannot 
'I, . p.' ",I ,i~~ 

be considered alone in determining whether' SUCh: charges' are . 

. ,', .. , 

being distributed in an equitable manner. "" V~f~:~~>~et'hodS:' .. ', 
, ' , , ." " , '", I" 'L, " ~ 

, ,< " ... " ,,", _, L '" ' ' •• , ", ~" " ',' , ,,' ',~ , , ' 

used in other states and the.ir effect mus.t a1soi 'be: reviewed .•..... '. 

to determine' "~bether ca1ifor1rl.a is,~~~rin~"its'p~~~er,'~~~' " 
" !, ," ',- " :' 

, . 
of allocated cbarges.~, Annual reports,'ti>other'state:: .', , 

, , ', , -: ~,'f ' ''', 

jurisdictions would, provi~e"basie data:; for . 'an'·,/exp~d:[t~d' 
- ' ,t, ' , .:.' 

-16-· 

." , .. 
";. ' 

, ,," .. 1'1-', 

" " 



R_ 48905-6-7 ~ .49023~4'-' ds ": ' 

. "",:: ".' 

',', ,',' . 

review of allocation' procedures and . effects .,·Cones':", . • 
'''".,." 

pondence files on. other regulatory agencies wou1d:.'also, be, . 

helpful to the extent they contain informationrelatitlgto- '> 
, • I •• 

the subject of Mutual' Service cb.argesand-allocations~:' 
, ,'. 

(Xl::. PP'. Sl .. 82~, 85.) , 

'" , 
. 17. Any statistical analysis reports covering subs1diar1es'~;' 

A.P. - Material will be f\lXUished to, ext:entitb~~s upon 

California operations., (Ex.. 3'.)·, 

Status -Nothing. has been furnished. 

... ' 

s.P. - Reports of this nature consist of monthly cO,m~ariso~s

of budgeted construction ~d operating results'::w!~h'actual 
'. , r < I." ',,' . 'I " . 

exper1~nce, periodic -studies of rates of re~urnbei.ttg", 

earned by· various, subsidiartes 'and d:[~trict~:" and analyses, '. 

of operating' costs and expenses. Tbe'llature,., frequency' 
,t" I.' I 

and extent of such s:tudies pertaining to-'Caiif~rnict opera

tions would be measures of the" sexvices' provided"by the 
e ',', 

parent company to california Subsidiaries, the' costs of' . 
. " '.' ,', "'" !.' 

\".' .... ' '.' "." ", " 

which are. allocated from .theMutual Service. Ac'c:ount~ ..... 
(Tr ..pp. . 86-87 ~ 153 .. ).·."· 

,\, ;,' .'-
. .-" 

" ,. 

Applica,uts presented witnesses toestablishthat:seVer~l. of . >'I 1" 

the staff requests c&mo~ be' met because they are,' ~:tntell:l.8ible o~' 
. " .. 

are impossibly vague.. A staff witness testified that suehtermi:n-" 

olegy as. "all books~ -Journals,. voucbers-.work --paper$,,:'w~rat~er; ',:, , 

common terminology, phraseology. andnomen.clature> in connection. ~t~:,;' . 
aud!ting and accounting ... 

'I. 
• 'J .' 

Applicants maintain the'st~ff motion seeks to c:ure:>- ' 
", ',.,,' '" ,,' 

illusory ills. arguing. that daring the test year charges.I'made:~ by,tbe" 
, ".,' , .1' ", '. 

,', ,I' .. 

-17,;. 
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,parent to the utility operations within Califomia,'amoullted,to:" less 
\ ,.' ,., , 

than $40,000 for all of the water utility operations <involved in'the 
• ' ('. i • f 

five pending. applicationS, that this sum, is les:s,thari i5%,of the'" 
, " « .' , , 

total cost: of service of the 'five ,di~r:i.cts seeking,rate:l.~~reases~" 
"" ,. """, .. 

and that the total cost" of service would'be reduced' only by '.' 0:~.5:7., 1£' , 
I ,,' " ' '! . " 

the, staff were successful in challenging' as, much as',iOr.:'o£:,'the·<costs, 
C , ." '" , , 

in question .. 
. 1.:. : .' 

Th:ls argument can be evaluated: by considerin8,the 

following $1~ary from the current' applications of: amounts:'and ' 
. "'" " , , ,,', ";i;, ',.... ,,' , 

alloeat.1on percentage· for the Stamford, Mutual SerVice' Acco'UIlt: ' 
I . . ". .,' • , 

Stamford Mutual Service Acc'ount" 

1966-" , 

" . ,; 

1965':: Recorded "and, , 1967, ',' , 
Recorded ' ,Estimated'Estimated:;,"" 

Total Expenses 

Charged to Capital 

Accountin&Billed Directly 

Net' Expense 

Allocation to California 

Percent 

Amount 

. Allocation 'within California 
, ' 

Telephone Deparement 

Applicants' Water' Operations 

Other'Water Operations 

Total 

'$839: 9St , , 

(tiO'~653) 
(45 iO'OOY' 

$584,:304': ' 

38:.40%' 

$224,37~ : 

23.06%, 

(230,800Y: (230~~800r:,' ' 

(S1) 600)." ,(s.7:~cibb)i<,;' 

, .~' , 

.' I,' 

. '" '. , ~ 

34.39%·:, 
'. .... ,'. 

~214~' :'766: ::' .. " ·~42""710.::> .•... ' 
'?' .~.. , , , ,?1. .~. '" ", 

, ',~" '.' .: "....'," 

" /, .... 
" , .', ." .. 0, ' 

'5 .. 981.' " ~ 

9'~36%. 

3S.40%', .' 

", "'" . . . " ~: . 

, "" .'./ ~ : 

;"," " .,' ." 

, , " , '\" r~ 

"";', .... ' I'· , ' 
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These amounts do not, include other'1temswllichmay'be_' ' 

issues in these proceedings such' as1ncome 'taxes and', various 
" "t ',' 

rate base and expense transactions, the details' of which are' 

included ,in the Stamford'recordsbutwh:1ch,werecharged,directly 
, ,", " I ', •• 

by California operations,'. 
'~ " 

r" " 

" 

Citizens California filed revisions in its tariff 

schedules tc> reduce telephone rates in 19 ~t its 24 excb.ang~s' , ' 

effective May 21, 19()'7,' and agreed-to remove' the toll terminal 
, :111,:' • '; :. ". , ' " ,',""." " 

charg;el:of 5 cents on each incoming or outgoing toll ,call £~om. . 
II"~'" - . , .. , _' . 

exc~ges, effective June 19', 1967. " These reductions, 'e~f'e(:ted' 
.\" .\', 

by the"Commission ·,after: extended" negotiations~" were ' ,agreed to,', by,' . " 

Ci.tizens. They were based, on Citizens' showings, whic~, w~re not' 
, , , ' ,,' 'I,'" ' , 

audited by the- staff. Efficient and timely ,regu1atiotl, requires, ' 
,"! • 

that any staff audit in Stam:Eord encompass ,not only. the current 
, . ~, ' . 

applications 7 but also Califorti1ate 1epho~e operations and 'othe~' 
, , ' 

'California water operations. We 'reject' appl1c~t,s '" .argum~nt"' that· 
, . '.:": " ' ' .. " 

. . .. 

the s1:aff audit can have only minimal effects:. 

We are not persuaded that the s:taff requests should' be' 

limited to so-called california, operations.. C1t:t~eris ',De laW'are· 
, . ~ ',' . 

has chosen to operate what ',is in essence a forei~ holding>'ce>mpany 

which functionally services its. subsidiaries 'in ca11fo~a in: many' 
\ , :' - ~ ',' ,. " ,; 

ways. Such a corporate organ1z~tionp~ovides many ~oppor~1t:[es" 
I " ' , , 

,I 

and temptations for management "to attempt' to: e·ircumvent~ffective·. ' 

c· .... 

/' I _ '1\1' 

public utility regulation. Ci.tizens:, Delaware and :[t~· affiliates: 

have, ,as a review of this Cotmniss:ton's 'decisions ~ie:Ul~ 
, ",'.! 

" ',,-', 

,,',;- ,c 

".",.' 

, "". 

'" 

.' ,.< :.', .. ,', ',. 
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'.' 2/":: '., .. ; 
demonstrates. repeatedly so utilized its organization.~' Applicants ';' 

have had aIn?leuotice of the relevancy andmateri:ality:'of'th~'; , 

various areas encompassed by the staff aUd:[tre~s,~swhichre£1.e<:i:: ;,:~ , 
',',:', ,',' .. ,'", 

the Commission's proper concern. For instatlce,'>inoUr Decision::,"',; 
.. " ". '" ,." 

No. 68841~issued, April 6" 1965. (Conejo Valley,.l~~ter: COlnpany'~' "" 

I~pplication No. 45442),. in which' writ of' rev1~ was' den:[e'~':by ,the?'; ,' .. 
, . 

" '. ' 

California Supreme Court, we advised applicant is follows: 
" 

y 

" ••• We note that in response to a staffrequest,on:' ' 
June 5, 1963, for a copy of the f1ledFederal' iric'ome 
tax return on a consolid'ated' basis, applicant· supplied 
an income tax return on an individual company basis 
for the year 1962 as the latest filed, tax return' .. 
Without applicant making available the information re- . 
quested,. the Comm.ission cannot ascertain the reasonable
ness of its method of computing income taxes •••• " 

EXCERPTS FROM COMMISSION DECISIONS REFERRmGTO' 
MAIN EXTENSION CONTRACT TERMINA7IONS' 

Citizens Utilities Comaanv of California Niles-Decoto- District 
Decision No. 58851, date August 4, 1959, in Application No. 40665 .::-

Although no adjustment to, rate base was made' in this proceedi1lg 
to give effect to repurchasing from'the parent companY"'of main "ex-,' 
tension contracts orig:lnatingwith the california company's Niles- . 
Decoto district because the effect on the ratepayers of this district 
is negligible in this instance,. suchtrans.a.ctions' result in, a' profit 
to the absentee parent company which the 'subsidiary company has cap-' 
italized. This repurchasing arrangement by affiliated cOmpanies. can 
~"'Ve a tremendous effect on the net revenue and, although .the adjust-. 
ment in the instant case would beneg.ligible, it cannot be' overlooked;.:· 
Therefore,. applicant is. placed on notice that this' type' of associatec 
Comp.9.Xl.y transaction constitutes improper use of an affiliate,to: the 
ultimate detriment of the ratepayer ~ 

an of ' California Boulder Creek District 
anuary n EP 1cat on' o. _.J.JL..,.. 

The staff investigation disclosed that in December. 1962,. 
several advance construction contracts having a face value of 
$59,217 were purchased and recor~ed on a present· worth discount 
basis,. that these contracts were bought through an arrangement which 
was made between Citizens Delaware and the Gralnick Foundat10n~ 
located in Port Chester. New York, and that the actual discount 
realized under this arrangement was 69 ~rcent.Applicant' recorded 
on its books a present worth discount of about. 40 percent, for these 
ttansactions _' I:n a similar situation which occurred in· connection 
with applieant r s Niles Di.strict, Decision No. 58SS.1~ dated A1.lgust ,4. 
1959 ~ stated in part the following: tf ••• appl:l.cant, is placed' on' . 
notice that this type of associated' company tranSaction constituted 
:tmpro~r use of an affiliate to' the ultimate' detriment,. of· the rate~ 
payer. If We fiud reasonable the inclusion by the staff in its . rate '.' 
base of an, adjustment for the foregoing: improper., transact:[onin the, 
amcnmtof $4,219., ". • ::' ','" ." ,. 
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t ',.' 

\ , 

, Effieien~ and timely public utility regu1at":totl,' reqilies- -

that applicants promptly and withcut -hindrance';:ooperate"withthe:: 

Commission and its staff in acc\lmulating.,; - sunnnarizing,andpresetl.ti~-
, , i I . I: " . I , "., ',,, , . ;~' ,"'" . . 

all facts; relevant and material·to- the issues of'a:proceeding'or, the' . 
I ' " ," . 

operationS of a public utility.. The;'Cotmnission,has:,:eng~ged:,~' 
highlycompeteut professional staff onwh!ch' it, 'ret:[es:~C)~ke':' 

'.', " ' ' , 

efficient and comp~ehensive investigations. . These invest:i:8~t:£.ons -

are not in.:my sense, as characterized 'by appltcatlts.,.-W£tehb.u:nts 

or fishiugexped:i.t:£'O~. These investigations.. are~'ecessari: and' . 
integral parts of an efficient and effective publ:!c '- regulatory' , -

" , ~ . , . , ", 

procedure. Access to).' records 'and files is requested: by' the -st.aff ',' 
in order to most effectively tmdproductive1y'acc()~plishpro~r 

regulatory purpose:s Which materially differ from~ ll~mal- corp~r~te 
auditing. The PubUc Utilities ·CO~e .~~erstlrl:;,'cOalmission,to . 
es'tablish systems of accounts to be kept by 'public:utilit:ies' 

, " , " 

(Section 792) and to require of public ut1lit::tes-.various:, repOrts~ 
- , 

: tabul.at:ions~. computations.~ and oth~r,'1nformadon" (~cti~ns:"5~~" 
5S2~ S84)~ w1~h appropriate protection ofconfid~n~fal. m.a~:er:[~l ' 

(Section 583). The~e provisions~' togetherwitll,the power'~'ot'the-', 
Comnission and its employees at any time to i1l$pect> accounts'; bookS. ". 

papers and docllments of any puOlicllt:£.lity (Se~tion> 314)..i~<ef£~ct· .,: ~, 
, ". '," , , .. ,', '.'.", ,. , 

provide a regulatory discovery procedure, notav3!labie"tO:'t~: 

general public. for the purpose of implementing speedy and:e£fective 

public utility regulation with, a miUimum- of disruption' of, ut:i:lity-
I •• ""'.. ' 

operations. With the. s.taf£ . investigation' proCedures: publ:l.c:,it:tf:L- '. 

ties are not required to' produce at regulatorY'h~ar:tngs ~~~~f':;of'::;', ---.' 

all account~ transactions 1n.the -formo! 'origitial: d6c~~nts .. " , It 

is the day-to-day acc~unting tr~act1onsoveraperio& of'y~ars'~:' 

as recorded' in accordance with Comnl:t:ss:[onp~esci1bed,,~coune:tng: 
~ .. "' " 

, ,,., i" 
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, " 
" 

e, ' 
" 

. ,"", 

,-,,' 

" .. ' .... , .' 

procedures, that form the basis of,nearlyallfUture'estimates' 'of 
, . . . ,".' \', " 

operating results upon which future rates arepredlcated .. , "A ,staff 

request to be provided with' It all" records or studies;' or to' 'have 
. . . , . ,,' . . . ~~. ,,- '. t ' " 

access, to, "all" files is entire'ly proper and reasonable, in a i public 
, "', I:.' ' 

utility investigation. It is obviously an obstructioni~t, tactic, to; , 
, ",,' 1 ' 

, , 

.~.\ ',- ., 

COtlStrue a staff request for "all" records or s,tudies,as'un1t1te:l~" 

ligible or impossibly vague. ReaSonable and' compet~tprof~SSi6n~l',(.' 
. ~ .' !'.' ." ' ,,,, 
,," "," '" - . 'J',',._ .. ,.- "", ',J', • ,," 

individuals who mutually desire to communicate'can'qu:Lckly del:Lneate~;' 

the scope of material which actually exists'and"'dete2:-ad.neby a' , 
. ..' '~ .. ': ' 

number of t.ecb:a.1ques those items of particular\interest'~'_ Applicants, 
, ...., , .".,' 'J ,',,' , 

as public utilities, caxmot: anticipate that they,can' apply to '. 

Commission staff -investigations the -practicaL ltmit~~lons>:~~:tChthe ,'., 

courts and this· Commission at 'its he:aringswould:place"on,requests: ::~ 

for large amounts of documents to: be produced" atbear:[ngs ....tn·: 
" " ,:~ 0,: ,>' . ',: ' '.": .. \ . 0' " ', .. " ';"," " .' ":':" .. , , 

addition to mi,nimfzinghearing timerequfrements: and, disruption of, 
.. ", " ., .. 

utility operations, another. basic purpose' of . the;' st~ff investi.gation::' , 

is, to- relieve the Commission at' hearings and~ i~'caSe~f'j~di~::[~l' . 
. :".J"" : 

"" 

review~ the Caltiorni.a Supreme Court,' of the' burdens. of 'mm8n8gea~le ; '" ' , 
":"":,":':' "." " 

ae~lations of documents. ' 

App1:[cants~:have endeavored to limit . the ,scope of,tb.e~'staf£",' 

investigation by ma1nta1n1n& that data prior to.,thatused':tn',th~i:r " 

showings are immaterial and irrelevant. Despite'the: ,requirements':,of, '" 

the Commission t s Rules of Procedure' that applicants r rate.'::rnc:~ea.se 
applications set forth a summary of: earnings' for '~hetest':per:LOd:' or' 

•• • ,h • " '. " , " ~ 

periods, UP-On which applicants base their justifications '£or:"!n~' " 
37' ,,' " "" " ", 

creases, - applicants .cannot ~ticipate' :that th~'s,taff' is,: ei~her ' 

bound by applicants f' test year or years, or may ,notrevi~-'d~i~' of 
',' . ' " .,' , 

other years for trending or other'purposes. 

'¥, Commission Rule 23(e) , of Practice' and ,'Procedure" -effective,: ' 
July 14:,.1967. _ " .',:, ' 

,~ , 
,," 

• !, •• 
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.' . . " il .' . \ .',,' 
'L •• \ 

Since Citizens Delaware is: a foreigU":corporatiotl:arid:::has/.i, : .-
.) .! '.,' 

'. . , . ,,," ~~, ", "," 

not. 'been declared to be a. public utility :subject to':thej.urisdicti~m 

of this· Commission:t this Commission in order tOe supervise and, 
regulateapplicants:t under 'the holding company and. subsidiary ." 

",' '. " .. ,' .,')",' 

corporate organization of its ownchoosi~:tmust. ~der·SeC:ti~n 701 

of the Public Utilities Coderequ:tre" applicants' :to, ~e,:avai];able:: ·to . 
","" .. : 

the staff such 1n£0rmation:t including access' to records and,· files , .. ' 
• , ,. t • ,;i,: . .' ; "::0-.''-

as may.be necessary for the staff 'to a.dequately· investigate.and: ','.' 
. , . 

report to the CoIlmlission on: aJ)plicants,f ~~en~ appiicati~1lSand' ·all.· 

operatio~ •. 

Findings 'and Conclusions 

We find that: 

" (",,-,. I, 

" ' 
", ~ ,', 
I"· .. " 

'. 
1. All. staff requests set forth inEXh1bit lofthis·pr~·, 

:1 . ' , '.., ..'...; .. '. ". 

ceeding are proper ~;':reasonable, comprehensible:t' necessary" :,mater:[al: 

and relevant .. to the "~regulation of rates. andservicesof::,ap~iicant,s.. 
, ' , , , ; .. _.,', .. " " 

2. Applicants and. officials~ thereof have ,unreas'onably/ '" 

atteDlpted to· control the scope of·t.he staff!: invest:tgationandthus, 
, . . 
'I .!: ' ."..., '. , ' , , ,;: ' ~. ~ . . ' 

to m;nimize. the . amount of information available to; the·' Corm:n1ss!on;by . 
L" , •• 

imposing: arbitrary t~e:- period, access and'-operationludtations" 
, ,', ' 

011 the staff audit of Stamford operations~ . , .: ,", 

3. Applicants are wholly owned: subs:[d:[aries~f'C:[t:[zens 
.1., 

Delaware:t a foreign corporation:t'with' commOnoffi~ialsand· d.irectors,.. 

which functions as, a holding. and service,comp~y:to"applicants:~ , 

4. Applicants and officials th~~eof have obstru~tedthe' 
",'; " 

Commission staff' investigation,' of their requests:for'authoritY· td:·.· 
, "". ". l . 

"' ~~. 1 

increase rates and h.;.-ve delayed' unduly hearings and 'decisions 'upon:.' . 

the applications. herein being considered. 

5. Applicants and officials: thereof have not· refused to 

comply w:Lth an' order of this' Comm!ssioil regardirig'the production:,' 
- , '. 1 
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, '. 

of material" an order of this CottJmissionnot- havii:i8·b~eriissued··'iri.::': .... ". 
" , .' "..... . . 

respect thereto. /:' .. 
I .•. 

" " . '.' . , .... , :'.,,- ,': ,.'.' ' 

6.' '!he test period relied upon by applicants is now.obi;;o,lete 
, " ' i-i' 

due to delays caused mainly by the dilatory and· obs~ru~tion!s~;···· 

tactics of applicants' and their officials .• ' 

We conclude that under Section 701· of,. the Publi~Uti.i:i.ties:· 
. , .,' . 

Code applicants should have unt.il July 1;. 19Gitof:tl~w1th'the: 

Coumdssion amcmded applications which include: a testperiod;whieh 
. \ '. I. ' . 

reflects actual operations for the year 196,7, "that' appl:r~arits~hould . 
" ' ... ' ,,' 

.furnish to the staff witb.out . further out-of-state· tr~elexpense·to . 
. II" L ,' •• 

the State of california such information and access astheComInis~ 

sion staff may specify as necessary ,to· its inves1::[gat:i:on~and that' " 
decision on the staff motion to dismiss these applicat'1on~ .sboul~~'b~: . 

• • " • ,'_I I .' ;', • , 

reserved. 
". ' .' 

" "". 

o R D. E R' --,--.-' 
IT IS ORDEREl'>that: 

1. Applicants shall on or before July 1" 1968".,.amend:· .' 

Applications Nos. 48S0'>~ 48906, 48907" 49023'· and 49024. to include" a . 
. '\. " ,. 

showing of a· test period which includes the effeet of actUal:,.-
• I'" , " -, 

operations during the year 1~6t. 

2. Applicants shall before July 1,1968-, w1thoutout,;,;of-state·. 

tr.c.vel expense to the State ofea:lifornia,. furnish t~.the~mm:[sSion:· 
.' . 

staff' the material and access requested by the. staff which· are~et 

forth in Exhibit 10f these proceedings" to the . extent such:' m8.terlal . 
-" ", 

and access have not been furnisbed' previously-and wh:tchcont,inu~~~to;' .'. 

be required by the ColIlXllission staff •. In 'addit1on,appl:1cants,'shall::.··· 
. " '., 'fi'. '-, ~" -! 

before Julyl" 1968, without out~of-stat:etravelexPen~e<t.~the," ..... 
.. . ',,".' . '. ',":'" "::, ,-:.:," " r~. : ":' :'.( ," .. ""' .~:', 1.:_' . 

State of California, furnish. to-the Comm1ss.ioc·-.staff.compara'b1e,:<.' ...... :,' . 
• ,'. ,.,,"'- ",,' r .: 

" 
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:. 

material. and access to such material' for anype:r;iod:of"time",inore 

recent than those specified in Exhibit 1. 

3. D<..~ision on the staff's motion to dismiss. tiieseappl.ice~· 

tions is reserved pending compliance with, this, order byapplicant~,. " 

The staff may renew its motion at' such tixne as lack of compt:Lence' 

with this order may become evident ,; 

This ordersh.a.ll 'become e'£feet1ve,itwenty"':five"da}rs dter: .... 
the date hereof. 

Dated at ___ --:zSan=.,,;;;.·Fra.n.:;.;,=ciss:=.:..<> ____ :J· Cal:r.fornia~' this 

~f,.~ __ day of fEBRUARY ,1968'~' 

<::9~~~ 
• 

~.~.".,," 
. "~:""" ~, , .. ~,: .. ",.", ',', 

, , \ 
,. , 

, . " .. ~. . .', 

" ' 
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