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Decision No. _..a.7.;w6~'1...,;:7_3~_ 

BEFORE THE PUBLIC 'tJ'l'ILITIES COMMISSIOi~ OF THE STATE OF CAL!FORNIA 

In the Matter of the Application of ) 
INVERNESS WATER COMPA4W, a corpora- ) 
tion for Authority to Inerease its ) 
Rates and Charges for its water ) 
eystem serving the communities of ) 
Inverness, Drakes Bay and adjacent ) 
territory in Marin County. ) 

----------------------------~) 

Application No. 49024 
(Filed December 14, 1966) 

INTERIM OPINION 

On December 14, 1966, Inverness Wa~er Company, a wOOl1y­

owned subsidiary of Citizens Utilities Company (D~laware), filed an 

applieation for authority to increase water rates for its wster 

system serving Inverness and Drakes Bay, Marin County. As directed 

by Deeision No. 73701, dated February 6, 1968, an amended application 

was filed Aprll 23, 1968-. By petition filed August 21, 1969 an order 

was requested authorizing applieantf~ proposed rates to become 

effective ~ed1ately, subject to refund of any portion of the 

revenues =eceived thereby if such refund is found to be necessary 

upon conclusion of the p=oceedings in this application. This 1nterlm 

order is being issued1n response to this petition. 

Public hearings were held at various times from September 7, 

1967 to .]8.n:utJ.ry 31, 1969, the matter being submitted Msrch 217 1969 

following the filing of closing statements. 

By petition filed March 21, 1969 applicant requested 

pursuant to Rule 78 of the CommissionTs Rules of ?rectice and 

Proce~re that a proposed report be issued in this proceeding. The 

Commission has directed that this be done. 
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In support of the ~ediate increase subject to refund 

requested by the petition filed August 21, 1969 applicant asserts 

that operation under the present rates results in an inadequate rate 

of return on rate base and inadequate return on equ11:Y investment, 

and that there has been and Will foreseeably continue to be delay 

before any increase in rates becomes effeceive. 

In response to this subject of delays, and we have so 

stated in Decision No. 73701, applicant 8%ld its officials have 

unreasonably attempted to control the scope of the CommissionTs staff 

investigation. Applieant has mi~ized the amount of info:mation 

available to the Commission by imposing arbitrary t~e, period, 

aCcess and operation limitations on the staff 8Udi~ of applicantTs 

parent corporation. The test period relied upon by applicant was 

then obsolete due to delays caused mainly by the dilatory and 

obstructionist tactics of applicant and its officials, and the 

Commission ordered the filing of an amended application to include 

a test period Which reflected actual opexations for the year 1967, 

The mnended application was filed April 23, 1968. Applicant has also 

requested a ~ber of continuances, and because of service complaints 

additional days of hearing have also been required. 

By the amended application, Inverness Water Company seeks 

to increase its revenues by a gross annual amount of $23,940 or about 

85 percent, according to its esttmates of operatiOns for the year 

1968. For.a typie.al residential customer with average monthly 

consumption of 534 cubit feet through a S/8 by 3/4-inch meter7 the 

a.verage monthly charge would have increased 87 percent from $5.45 

under present rates to $10.21 under the rates proposed by applicant. 
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Unde:r the interim rates authorized heTe1n subject to refund,. the 

average monthly charge for the typical residential customer ~ll 

increase 42 percent to $7.74. Interim rates also include the effect ~-

of the present 10 percent federal income tax surcharge. 

Results of Operation 

Witnesses for applicant and the Commission staff have 

analyzed and estimated applicant's operational results. Summarized 

in Table I are the est~te4 results of operation for the test year 

1968,. under present rates and ~ those proposed by applicant" and 

at the interim rates authorized herein .. 

From Table I it can be dcter.mined that the interim increase 

in total operations revenues Will be about 40 percent under the rates 

author1zed herein,. excluding the 10 percent federal income tax sur­

eharge. 

Rate of Return 

A Commission staff ~tness recommended a range in rate of 

return of 6.9 percent to 7.2 percent" without any considera.tion of 

the quality of service. The witness for applicant recomoended a rate 

of return of 8.5 percent to 10 percent. For the purposes of this 
.- .. 

intertm rate increase subject to refund upon the final disposition 

of this proceeding,. we find a rat~ of return of 6.0 percent to be 

reasonable. 
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Item 

TABLE I 

Comparative Summa~ies of Earnings 
Year 1968 E&ttmated 

.. .. 
: hesent Rates 
: AEPI l.eant; :':';ta!': 

: :Author1zed: 
:Ccmpany ?roposed Rates: Inter1m : 
: Applicant: st.ii'f : Rates : 

Operating Revenues $ 28~040 $ 28,520 $ 51,980 $ 52,830 $ 'r0~20 

Operating Expenses 

Oper. & Maint. Exp. 9,660 9~660 9,720 9,660 9,660 
Adm., Gen. « M1se·.Exp 6,100 5,060 6,100 5,060 5,060 
Depreciation 6,670 .6,450 6,670 6,450 6,450 
Taxes Other Than 

Income 2,560 2 540 2,~0 2,,540 2,540 
Taxes on Income* 100 (~:!2~) 5,580 6,180 1.,940 

Total Oper. &cp. $ 25,09~ $ 21,280 $ 3C,630 $ Z9,.g9~ $ Z5,6SO 

.....--'. 

1/' 

Net Revenues 2,950 7,240 2l,35O 22.,940 14,370 ~' 

Depreciated Rate 
Base $258,050 $239,520 $258,050 $239,520 

Rate of Return 1.14% 3.02% 8.27% 9.587. 

(Negative Amount) 

*'Exclusive of 10i. F.I.!. surcharge. Interim rates 
authOrized herein include offset of this tax. 

Findings and Conclusions 

The Commission finds that: 

1. Applicant is in need of additional revenues. 

$239,520 

6.0% 

2. The estimates of operating revenues, expenses,. including 

taxes and depreciation, and rate base submitted by the stDff for the 

~est year 1968 are reasonable for the purposes of the inter~ increase 

in rates to be authorized herein subject to refund upon the final 

disposition of :h1s proceeeing. 

/. 

3. A rate of return of 6.0 percent on the staff rate base is ] 

reasonable for this interim rate increase, pending final disposition I 
of ~he issues herein. 

-4-



A. 49024 Mjo * 

4. The interim increase in rates and charges authorized herein 

is justified.. However, if after final disposition of this proceeding 

the Commission deteT.mines that these interfm rates are not reasonable, 

applicant is hereby placed~n notice that all or part of said in­

crease Will be the subject of refund With interest at 7 percent. In 

granting the intertm rates in the follo~ng or~ it must be under­

stood that the Commission is not setting a precedent for final 

disposition of this proceeding or for establishment of interim rates 

in any future proceedings. 

The Commission concludes that an interim increase will be 

granted to the extent provided. in the ensuing order. 

I~"TERIM ORDER 

IT IS ORDERED that after the effective date of this order, 

applicant Inverness Water Company is authorized to file the revised 

rate schedule attached to this order as AppendiX A. Such filing shall 

comply With General Order No. 96-A. The effective date of the revised 

schedule shall be four clays after the date of filing. The revised 

schedule shall apply only to service rendered on and aftQr the 

effective date thereof. 

IT IS FL1tTHER ORDERED that applicant establish a special 

reserve for the purpose of accru1ng the amount of the increase in 

rates, and that applicant accrue to that reserve the difference 

between est~ated gross revenues at present rates a.~ revenues at 

the 1nter1m rates until further ordered by this Commission. Revenues 
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collected in excess of those ult~8tely established in t~s proceed1ug 

will be refunded to customers together with 7 percent per annu:n 

interest. 

Theeffect1ve date of th1s order shall be t~ days after 

the date hereof,. ~ ~ 

Dated at __ ~~~~~2~~~.... Cal1forn1a~ this ~ 
f SEPTEMBER 96 clay 0 _________ • 1 9,. 

.. / 

"'/. I .... - .. ......,...v~~ ..... \-.., .... :rl 

.t:":-~ 

CoC!::1~=1onor n"loma::o Mortm" 'be1Xlg 
nccc:~r11y ab~ont. d1d not ~rt1c1pato 
in ~o d1spo~1t1on 0: this procoo41=g. 
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APPENDIX A 
Page 1 or 2 

Schedule No. lA. 

APPUCAB!UT'l 

TERmTOR'f . 
Inverness" Drakes Bay and vieinity" 1~ County_ 

RATES 

Month1y Quant.it.y Rates: 

First 400 cu.rt. or less • .. • • • • • • 
Next. 600 cu.tt." per 100 cu.!t .... 
Over 1".000 cu.:rt." per 100 eu.!t ••• 

Annual· YI.inim:um Charge: 

. . . .. 

For 5/8 y. 3/4t-ineh meter. .. . . - . . . . . 
For 3/4t-ineh meter .... . . . .. - . . 
For l-ineh meter .. . . . . . ; 

For 1-1/2-ineh meter • 
• • # '" • 

For 2-ineh mct.er .. • .. . .. 

SlJl'charge: 

The ArmuaJ. Y.inim= Charge -..;ill entitle the 
cuztomer to the qu.lntity o! ~tcr eaeh month 
which one-twoli'th or the annu.al nQn~x:n::m 
charge 'Will purchase lIt the Monthly Quantity 
Ra,tC$. 

Per Meter 
Per Month 

$ 4.65 
.60 
.50 

Per 11~r 
Per 'Tear 

$ 55.80 
72.00 

108.00 
174.00 
252.00 

A sUX'CM.zoge of 41.95 percent is additive to the cha.rges 
compt."t~d u!''lder the rate:z above dur-".J..."lg the period th~e inter...:n 
rates ~c in effect.. Should the 10 percent :;urcharge to federal 
incol:te tA."'CeS bo removed d'Uri.."lg the per1o<! these interim ratec are 
in etto.:t" the tariff surcharge -.dll 'be changed. to U.l9 pcr~nt. 

( Conti.."lued) 

I 

I 
I 

! 
J 
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SPECIAl. CONDITIONS 

APPENDIX A 
Page 2 or 2 

Schedule No. lA. 

ANNUAL GENERA!. METmED SERVICE 
( Continued) 

1. '!he arm'Ual mininrum charge applio$ to servico d1.1X'ing the 12-month 
period commencing. J::muuy 1 and iz due in adwnce. !t a. permanent re~ident 
of the orea has been a ~tomer or the utility tor at le.3.St 12 month:. ~ he 
may elect> at the beginning or the calendar yetJr> to pay prorated dn~mm 
charges in advance at intervw or les$ than one '7etJ.r (mont~ ~ bi:mont~ 
or q,uarter~) in aeeordnnce with the utllity's e$~bli~hed billing periods 
for water used in excess ot the l:1Onthly alloW3nce tlnd.er the annual. m:1D~mum 
charge. 'When meters are read bimonthly or quarter~> the charge Will be 
computed by doubling or tripling~ respectively~ the nmnbor of cubic teet 
to ~ch each block rate i$ applic~ble on a :::nonthly b4.$is .. 

2. The opening bill tor metered $ervice~ except upon conversion 
from nat rate service ~ ~hall be the established annual. ~ charge 
tor the servico.. Where init~ ~crvice is cstc3.bli$hcd a.1"ter the tirot 
day or fJ:tJY' year ~ the portion of such annual charge applicable to the 
current '!I0ar shall be determined by multip~ the amual charge by 
one thr0e-hundJ:'ed-oixty-!itth (1/.365) or the n\l1'nber of d.lys remaining 
in the calendar year. The balance or the pa,ment or the initial a:m1llll 
charge will be eredi ted aga.iru:t the charges for the succeeding annual 
period.. It service is, not continued. tor a.t least one yetJr ~ the 
date of init.ial. :SOrv1.ee~ no re:f.\md. or the initial .amn1al charges shall 
be due the customer .. 



As. 48905, 48906, 48907, 48923& 4892~ 
Ds. 76169, 76170, 76171, 76172, 7~3 

A. w. GK!.OV, COHMISSIONER, Dissenting: 

I dissent. 

The petitions for imaledia te relief should have been 

denied because there is no showing of an emergency ~ there are 

many service corcplaincs, some of which are of long standing, and 

the proposed decisions in ehe main applications themselves should 

be before uS for eonsideration in less than ewo months. 

'!he majority's decisions will make more difficult object­

ive consideration of the applications, .and above all are devoid of 

any consideration for Citizens' customers. 
\ 
\ 

Dated at San Francisco, California, 
September 10, 1969. 


