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Deeision No. 77210 

BEFORE !HE PUBLIC UTILITIES COMMISSION OF TP.E STATE OF CALIFORNIA 

Application of CITIZENS UTILITIES ) 
COMPAN'l OF CALIFORNIA, a corporation,) 
for authority to increase its rates ) 
and charges for its water system ) 
se~ving the Niles-Decoto area in ) 
Alam~da County. ) 

) 

Application No. 48906 
(Filed October 28, 1966; 
Amended April 23, 1968) 

W'e~n I. Lund$uist and John H. Cutler, for 
itizens Utilities Company ot california, 

applicant. 
Jack Heer, for Niles Residents, protestants. 
Harold J. McCarthy, Counsel, John E. Johnson, 

ana A. L. Gieleghem, for the COmmiss:lon staffr 

OPINION 
---..~--- ... 

Evidence on this application w~s heard by Examiner Coffey 

on October 14 and 15 in Union City; on Oc:obe= 16 and 17 in the 

Niles District of Premont; on October 23 and 24 in Los Altos; and 

on November 13, 19 and 26· in Sc.n Franei:)co, all da'~CS in 1968. 

The matter was called for hc~ri~g and adjourned wit~out the reeeip~ 

of substantial evidence on November 4, 12 and l4; December 11 and 

23, 1963; January 8, 2l, 22, 30 and 31; and March 17 and 21, 1969, 

while issues common to this proceeding and Application No_ 48905 

of Citizens Utilities Company of california (Citizens Californi~) 

Guerneville District were being heard in the latter p=oce~ding. 

Hearings on December 23) 1968 and JanU3y.y 8 ~nd 21, 1969, were called 

and adjourned without the receipt of any evidoAnco A'C' applicant's 

request. This applie~~lon was ~ubmite~d on April 3 1 1969, upon the 
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1/ 
receipt of the reporter's transcript.- Copies of the 3pplic~tion 

and notice of hearing were served in accordance with the Commission's 

procedural rules. 

In addition to the foregoing days of hearing, on 

September 7 and 8, 1967, Commissioner Bennett and Examiner Coffey 

held hearings on the issue of the refusal by Citizens Utilities 

Company of Delaware (Citizens Delaware) to permit access to and 

review by the Commission staff of certain of the books and records 

of applicant, applicant's affiliates, and applicant's parent corpo­

ration, Citizens Delaware. By Decision No. 73701, dated February 6, 

1968, the Co~ssion after approving of the staff-requested 

information, found that applicant and its affiliates had obstructed 

ru.1d delayed this proceeding. A ruling on the staff's motion to 

dismiss was reserved pending amendment by applicant of its applica­

tion to fnclude a more recent test period and compliance with the 

order to supply the staff-requested ~terial and access to records. 

On April 23, 1968, applicant filed its amended application olnd 

subsequentJ.y the staff was afforded an opportunity to continue its 

~vestigation in nominal compliance with the order. 

On March 21, 1969, applicant filed a petition requesting 

a proposed report. The request has been granted by the Commission. 

11 Concurrently with this applieation~ applicant requested in­
cre~scd water rates for service in its Cuerneville District, 
Application No. 48905, ~d applicant's affiliate, North Los 
Altos Water Company~ requested increasee water rctes for service 
in Los Altos and Mountain View, Applic.etion No. 48907. On 
December 14, 1966, applicant requested increased water rat~s in 
its,Montara District, Ap?lie~tion No. 49023, and applicant s 
a!f~lia~e, Inverness Water Company re~uested increased wat~r. 
rates.in,and ncar Inve~ess, Application No. 49024 •• Since 
ccrtu~ ~ssues are c~on or r~lated in th~se proccc~ing5, 
counsel for th~se affiliated corporatio'O.s agreed wit:~ staff 
counsel that the records of ~11 of these proceedings can be 
considered in arriviug at the decision in any proceed.1ng. 
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On August 21, 1969, applicol'nt filed a petition for interim 

rate relief pending conelusion of tnis proeeeding. Decision No. 

76170, dated ~ptember 10, 1969, partially g:anted the request by 

authorizing an interim rate increase, subject to refund, based on 

the estimates of operating revenues, expenses, and rate base su.b­

mitted by the staff for tne test year 1968, ~nd a rate of return of 

4.5 percent. 

On February 10, 1970, applicant filed a motion that 

applicant=s proposed rates be filed, subject to refund. In addition, 

applicant requests rates affording a current return of not less than 

10-3/4 percent on rate base and that the Commission add to its 

decision provisions for additional revenue to take account of or 

com~nsate for: 

(a) 

(b) 

(c) 

Increased operating costs in the last 18 months; 

Deprivation of return for the time t~~t these 
cases have been. pending; and 

Provision for attrition of rate of return to 
take cognizance of the probability of future 
cost increases. 

Rates ordered herein make moot the motion for interim 

rates in this application. It is not appropri~te to consider ex parte 

the requests for revenue in addition to that of the proposed rates. 

The motion will be denied. 

The issues which are common to ap~licant and i:s affili­

ates have been reviewed in DeciSion No .. 76996, dated Harch 24, 1970, 

Application No. 48905. Consistent findings of fact as ~y be 

required in this proceeding on comoon issues will be mace herein 

without: repeating the discu.ssicn set f.orth in said dcc~sion 

which is hereby made a part of this decision. 
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Applicant presented 9 exhibits and testimony by thr~e 

witnesses in support of its request for authority =0 increase its 

rates and c~~~ges for water service in its Niles District, Alameda 

County. Thre.~ witnesses from the Commission presented the results 

of the~) independent study and in"estigation of applicant's opera­

tio:l.s. - App'roxima.1:ely half of the hearing t~e was d~voted to 
3/ 

ser..'"ice problem presentation by ten public witnesses.-

Corporate Operations and Service Area 

the operations of applicant and its parent corpor3~ion, 

Citizens Delaware, ~ll not be repeated here since they are summa­

rized in the decision on Application No. 48905. 

As of December 31, 1968, applic3nt served about 3,210 
4/ 

metered customers in its Niles Water District.- The service area 

0= this district includes the communities of Niles and Decoto in 

the cities of Fremont and Union City, respectively, in Al~=eda 

County. Private fire p:otection ~nd p~blic fire hyd:ant service 

is also pro"J"ided at flat rates. Water is obtained from ten wells 

which range in depth from 100 feet to 523 feet and have czpacities 

rangi~z from 280 to 1,000 gallon~ per minute. Monthly sales in 

1968 ra~ged from 22,280 hundred cu~ic feet (cc£) in February to· 

83,779 ccf in Augu$t. At the end of 1965 there were about 255,4l7 

feet of ~ins, ra.nging in d.i~eter from under 2 to 16 inches .. __ 00- ______ • _____ _ 

~/ This s\,lmmary does not include the exhibits int::odt.lccd .2nd ~dt­
nesses who testified on September 7 and 8, ~96i, and docs not 
incluc.c ~xhibits 3ne wi:~csses on rete of re:urn in Application 
No .. 49C23 and on other common 5.ssucs in Appl::'cation No .. 48905. 

~I 

The number of public witnesses is not indicative of :he ,~blic 
p~etcst on service due :0 indicatioc by the eY~~ner. that cucu-
13tive anci repetitive ~vidcccc was not clesirecl ~~e would not add 
weigh.t to th~ cvic.ence .. 
Since applicant incorrectly reports to th~ Commission t~c 
n~ber of bills rendered rather than active service eonneezions, 
actual eustomers probably total about 3,100. 
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Storage, toc.alling 300,000 gallons, is provid.ed by ~'10 tanks, one 

located near Niles and the other adjacent to the Decot" service 

area.. The n·.l~cer of utili';:y custc.:ncrs s~nce the last rate ine:cease 

application has increased 00 the aver~gc about 95 per year~ with 

some fluctuations in the amounts of annual increase. 

Applicantfs Requested Rate Pro?os~l 

The fo'llowing taoulatiol.'l shows the present ~nd proposed 

general metered service rat~s, together with the percentage increases: 

Present and Proposed Meter Rates 

Item -
Min:'mum Char~e: 

For 5/S x 3!4-inch meter 
For ' 3/4-incb. mete:' 
For l-inch meter 
For 1 1/2-:tnch meter 
Fo~ 2-ineh meter 
For 3-ineh meter 
For 4-inch meter 

Q~ntit:y Rates: 
First: 600 cu. ft. 0:;:" less 
Next 1,400 cu.ft.) per 100 cu.ft. 
Next 3,00(, eu.ft., pc: 100 cu.ft. 
Over 5,000 cu.ft., per lOO cu.ft. 

P~r Meter Per Month Increase 
Present proposed Percent 

$. l.90 
3 .. 00 
4.50 
7.50 

12.50' 
20.00 
30.0C 

1.90 
.24 
.17 
.14 

$, 3.95 
;$.25 
9.10 

15.50 
25,.50 
41.50 
52'.00 

3.95 
.50 
.35 
.2& 

107.9% 
108.3 
102.2 
106.7 
104.0. 
107 ~5· 
106.7 

107.9 
lOS. 3 
l05.9 
lOO.O 

An avero.ge customer. ".nth a 5/8 x S!L~-inch me:er, using 

1,600 cubie f~et per month is presently bil1ecl $3.60 bi-monthly and 

wou!.d be ehArged $17. 90 bi-mont~11y under. proposed' rat:es, an ::':lcrC'as.:! 

4! "0'" 0 ... :.. <> percent. 

Results of Operation 

Estimates of the results of operation ~dc by appliea~ 

and st,a,:f ur._der present a.nd propoccd l:':l.tC::l lI.ro ("('Iofl)l'>.cl1:.)d in the· 

followlne ta.bu:'ation with the ~m.;)\.'1\'lt'1': adopeed i:."l thir. !?h'¢Co2'oP(1iog 
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Item 

Opereting Revenuos 

Cpor~ting Expensos 
Ope~. & !-tlint. Exps. 
Admln. & Gen. & Misc. Exps. 
Depreciation Exper~e 
T3.Xe~ Other 'l'h.?n on Income 
Taxc~ B~ed on Income 
(~cl. 10% Sl.lrcharge) 

Total Operating Expo. 

Net Revenue 

DepreCiated Rate Ease 

R.l,te of Ret\lrIl 

StlMMARY OF ~NGS 
'tEAR 1968 ESTD1ATEO 

79,980 
30,384 
32,859 
41,42.$ 

_0 
1 4,oSl 

(21,4)9) 

74,400 
2;,400 
32,7l0 
39',120 

8,220 79,817 

74,920 
2;,400 
32,7:'0, 
:39,,120 

74.950b )9.670c 
247,100 21 ,140 

89,400 64,S6~ 

964.,1/).0 

(2.2)% 

$93,000 964,420 S9~,000 900,900 

0.9% 10.0% 

(Negative) 
a. RatC$ effective prior ~ Sopt~mbcr 10, 1969. 

Revenues 

o. Not adjusted tor involuntar,y convers1on~ e!tects, inclu=ive ITC. 
c. Excl~i7e ~t ltC, adjusted tor involunta.~ conversion~ et!octs. 

The major diffe=ence between the staffts 3nd the appliw 

e~n:ts esticates results f.om differences in the ~stimates of water 

use per commercial custooer. The staff's 1968 estim3te of 191.9 cef 

per customer pe~ year was developed by graphie~lly eo=relating water 

use with rainfall, temperature and time. The eompany estimate of 

183.2 cc£ per customer per year for 190$ is developed from a le~st 

square trend of cOl').sl,ltnr>tion . (eef) \T~'r:'Suc X"a'ia~all only,. for 3 
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seven-year period, and is lower than reco~ded sales per customer for 

the past four years. We find the staff method of estimating 

revenues reasonable. It is noted that interim rates authorized by 

Decision No. 76170 are estimated to produce $215,270.. The operating 

rel1cnuc requirement of $276,000 ind1c4tod by t~'le adopted results is 

$59,730 more than the inter~ ra~es .. 

Operating and Maintenance Expenses 

Applicant's estimate of operating and maintenance expenses 

exceeds that of the staff by $5,580. 

The staff eliminated the wages of a part-etme clerk 

a:nOUllting. to $1,591 since customer billings had been transferred 

recently to Redding for elec~ronie data processing. It appears that 

reasonable other services for cus'Comers require the employment of 

this clerk, and the amount .of her salary, $1,591, should be" allowed 

for rate~g purposes. 

The staff distributed over five years the unusual repair 

expense of a well amounttng to $2,916. Applicant claims this record 

demonstrates that similar 'imusua1" expenses occurred in 1965, 1966 
... 

and 1967. Sinee the staff used the llV'crage of three years for tuOst:~., 

items exeept toe well J we find the staff ~dj~stmcnt for the well 

repair expense reasonable. 

Applicant I s estimate of purchased power exceeded that of 

the staff by $1,738,. The staff developed wits of power required to 

pump water and of unit power eost based on consideration of overall 

pumping p~er eosts during the period 1964-1967. Applicant maintains 

that: the staff used 1966 average power costs for 1967 and 1968 

estimates despite an upward trend tn average power costs and that 

the staff normalized 1967 and 1968 water consumption is in excess 
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of 1967 actual consumption. The staff did not use 1967 experience 

since "unaccounted for" water was higher than recent average losses. 

The staff used power costs corresponding to average !osscs. We 

find the staff estimate reasonable. 

Applicant~estimate of telephone expense exceeds that of 

the st:aff by $200. The staff used a four-year average of recorded 

tele.phone expenses while applicant's estimate was based upon tbe 

current method of operation and recorded expenses of the past ewo 

years. We find reasonable applicant's estimate of $1,500 for 

telephone expenses. 

We find reasonable operating and maintenance expenses in 

the test year to be $76,490 at adopted results 7 which is the staff 

est~ate adjusted as indicated above. 

Administrative and General and Miscellaneous Expenses 

The issues of concern here are substantially the same as 

those discussed in Decision No. 76996, on applicant's request for 

authorization of increased water rates in its Guerneville District. 

The discussion of differences of the estimates of applicant and 

staff will not be repeated here other than to indicate the amounts 

found reasonable for this proceeding. 

Ihe staff estimate of Employees' Pension and Benefits 

expense is $5,760 7 and that of applicant is $7,184. We find $4,612 

to be reasonable for this expense in this proceeding. 

Applicant estimated the Regulatory Commission Expenses to 

be $2,842 and the staff estimated them to be $690. We find 

reasonaole the staff estimate. 

Applicant estimated Mutual Service Charges to be $lS,448 

and the staff estimated them to be $11,900 plus $2,000, for 
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executive salaries and expenses. We find $12,380 to be reasonable 

for this expense in this proceeding. 

In addition to the foregoing expense items, applicant 

separately estimated that it would incur over an unstated period 

$5,000 of expenses in connection with a condemnation attempt, 

above and beyond expenses which would be incurred if such condemna­

tion should be successful. We will not include in the adopted 

results an allowance for this estimate. 

We find $22,730 to be a reasonable estimate of adminis­

trative and general and miscellaneous expenses in this proceeding. 

Depreciation Expense 

Applicant is in error that the staff "inexplicably ignored 

depreciation expense on approximately $40,000 of utility plant 

presently in the ground and operating in the Niles District". 'Ihe 

staff estimated less plant installed than applicant based'on his­

torical experience in this district. 

Applicant's objection that the staff should have used 

actual retirements in computing estimated depreciation expense 

rather than an average of retirements has no substantial effect on 

the amounts estimated. We find the staff estimate of depreciation, 

expense'reasonable. 

Ad Valorem 'Iax 

Applicant's estimate of ad valorem taxes exceeds that of 

the staff by $2,193. In estimating the ad valorem tax the staff 

considered plant retroactively adjusted for rate base trend rather 

than the plant actually taxed. 1i1e find the staff estimate should 

be increased $320 to reflect actual plant subject to ad valorem tax 

at the beginning of fiscal year 1967-1968. 
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Taxes Based on Income 

The issues of the surcharge on income taxes, invesQnent 

tax c:edit and invol~tary conversions were all considered in 

Decision No. 76996. Findings will be made here in conformity with 

that decision. 

Staff exhibit No. 17 shows that the effect of applicant 

not adjusting the income tax calculation for the reduction in 

income tax depreciation resulting from the gain on its involuntary 

co~versions is to burden Niles District customers with an unjustified 

added revent.te requirement of $16,380. We find it rea.sonable to 

eliminate this unreasonable tax burden on customers by increaSing 

the depreCiation deduction used in the income tax computation for 

the Niles District by $l5,340. 

Since a 5 percent surCharge to federal income taxes will 

be in effect for the first six months of 1970, we will include a 

1.4 percent tariff surcharge in the authorized rates. Reflecting 

current income tax regulations, we have excluded the investment tax 

credit in the calculation of income taxes. 

We find it reasonable that depreciation deductions of 

$44,340 and $43,740, respectively, be used to compute the allowance 

for state and federal income taxes in the test year • 
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Rate Base 

Applicant argued that the scaff should have included a 

rollback adjustment for a well or system improvements in Old Niles 

Canyon. The argument that this rollback should be included since 

nei~her improvement will add customers or have a significant effect 

on revenues is questionable. The staff has included in its rate 

base a reasonable allowance for net additions reflecting an annual 

average of net additions made by applicant'over the past five years. 

We find the staff allowance for nct additions to the rate base,which 

includes amounts necessary to complete system improvements described 

hereinafter, reasonable considering applicant's record of not 

adequately discharging its responsibilities for public utility 

service. 

Applicant argues that the staff working cash allowance 

would be increased from. $7,900 to $15,800 if it were conformed with 

the staff's stanciard practice, "Determination of Working Cash 

Allowance". We agree and find the reasonable rate base to be the 

staff-estimated rate base plus $7,900. We find $900,900 to be the 

amount of the reasonable rate base in the test year. 

Rate of Return 

Witnesses for applicant and the stAff offered testimony 

in the Montara proceeding, Application No. 49023, on the proper 

rate of return for Guerneville, Montara and Niles Districts of 

applicant and for Inverness Water Company and North Los Altos Water 

Company. This testimony is summarized and discussed in Decision 

No. 76996 for the Guerneville proceeding. Specific rat:es of return 

for each district and affiliate were to be found as appropriate for 

the quality of service rendered. For present conditions in the Niles 

District I' we :tind tho 'rat"",:; ..,."t'hor1?ot\ 0£.1\ t'h"" :l'n.t:~r;Im. dQ'c:tt:r.iQn to be 
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reasonable; however, the order which follows contains requirements 

to install system improvements which should improve the service 

complained of. tve therefore find a ra.te of return of 7.2 percent 

to be reasonable. 

Service " ... 

C~tomers of applicant protested authorizat~on of a rate 

increase until suc~ tfme as it provides adequate ~ndefficient 

service, which they m.e.ir..tain has not been the ease for. a number of 

years and is not tee c.zze now. ~~e chc.irma:l. of the Niles Canyon 

Neighborhood Assee:i.ation and of the Niles Water Co:mnittee, who also 

represented the Union City Water Committee, testified on inadequacy 

of water supply, fluc'tuations in w~ter pressure, w3'ter hardness, 

water sedimentation and foreign matter. These problems are most 

acute in, but not confined to, the Old Canyon Road area in Niles 

where for many years the system has been so inadequate that wa.ter 

has, at frequent intervals, not been available for gardens and fire 

protection, that dish and clothes washers do not satisfactorily 

ftmction, showers cannot be used, and water heaters. have ~ on 

occasion~ been drained by the water system. Of great eoncern was 

the ~vailability of fire protection from the water system which 

results in extreme fire hazards. 

The main public witness testified that repeated requests 

over ~y years for service improvements, particularly for the 

vicinity of Old Canyon Road have been met by applicant with promises 

of service improvements, without fulfillment. Applicant advised 

cuseom.ers at the time of filing of this application that it bad no 

plans to allc-r.r1.atQ. the ~aev.i.c$ pr¢bj..c.:::ts :bl the Nllc:?J.1 Ctmyon e.rea. 

In their efforts to obtain better service, customers b.a.ve a.ppealed 

to pUblic agencies for help, and have investigated public ownership. 

The view of the public is that !:he water sy~tem is .3l). assemblag~ of 

-12-



A. 48906 ds/iR 

froc which the water flOW's 

to customers through a tCB.Ze of poorly ma.ted~ 'UXl.dersized~ and often 

ancient water mains; that this water system. is bolstered by a 

variety of pumps and pressure tanks and two undersized storage 

tanks; that the water system is not integrated but is a weak 

confedera1:1on of a dozen small water systems. The witness 

emphasized that the use of shallow and undersized wells leads to 

greater s.edimenta'tion, the introduction of foreign matter and 

ex'treme variability of water quality. This poorly integrated 

sys tem results in an inflated rate base since minimal value wells 

are left operating when long overdue for re'tirement. Such results 

of the lack of good engineering, dictated by short-term considera­

tions of past years increase operating and maintenance expenses 

and the likelihood of contamination or sedimentation. Studies 

made: for public a.gencies indicate that applicant 1 s water system 

was not and is not adequately designed. It almost would have to 

be dismantled and a new system built to meet present day require­

ments. Mains were installed without foresight of future demands 

or future: growth resul'i:ing from tb.e more intensive development of 

the area. The witness testified that 90% of the people are 

dissatisfied with applicant's water service. 

'!he foregoing presentation was made to s1 'JJ11!Nlrize with 

a minimum. of witnesses 'the eoncem of the public with applicant r s 

service. The testimony was supported by s'C.:1'Cemen'Cs from the 

City of Union C1ty~ from the: City of Fremont;J and from five 

collaborating witnesses. 

Applicant maintains that the staff report and the 

comments made by one customer at the hearings refle~t that applicant 
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is presently rendering good service tn its Niles District. Appli­

cant recounts that no major complaints were expressed by customers 

interviewed by the staff, but neglects to point out that the staff 

report clearly indicates that only a few customers were interviewed 

by the staff and that the staff field investigations were made in 

January and FebJ:\lary;, that water pressure was measured at times of 

off-peak usage. Three new wells and an enl~ged booster station are 

represented as havtng reduced unsatisfactory conditions which 

heretofore have existed relating to low pressure .end sand problems. 

Applicant states that the service and pressure problems in the Old 

Niles Canyon Road area are to be remedied by the installation of 

a new booster station and larger mains. recommended by the staff 
?I and planne.d to be completed by applicant by December 31, 1968", 

The pressure problem in the VII Hills Subdivision is to 

be remedied by the completion of a booster pumping pl.a.tJ.C under 

constructioo. in October, 1968. 

It appears that applicant has, for many years, not 

improved service in the Old Niles Canyon Road area since it did not 

consider th~ improvement economica.lly feasible. 

Exhibit No. 12 shows that on Marcil 16, 1967, applicant's 

vice president advised the witness for Niles residents as follows: 

''As for your question. about the. replacement of the 

small ttains in Old Canyon Road, I do not believe the 

revenue from these lines would sponsor their repl.a.ee­

ment at the present time. We have, during the past 

18 months ~ attempted. to improve service to y~ area 

through improved booster facilities;, and do hope that 

eventually we will have an enlarged l:ine extending the 

complete length of Old Canyon Road." 
~------------------.-------aJ A review of periodic reports filed by applicant indicates that 

this planned work has not been started as late as August,. 1969. 

-.. -. - ·-'101_ ... ___ ~. 
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It appears that here has been st~ted the gist of applicant's service 

improvement policy which almost universally results in customer 

dissatisf~ction. Except for piecemeal and makeshift expedients, 

applicant refuses to substa~tially improve grossly inadequate 

service conditions where the levels of present and future revenues 

are in applicant's view insufficient. Applicant, as a public 

utility, does not have the option of discriminating between its 

customers by willfully giving some customers less than adequate 

service merely because the revenues produced by the service improve­

ments would be insufficient to establish the project as economically 

profitable. The willingness of applicant to improve service to the 

business section of Niles and to Niles Canyon ~rca appears to be in 

response to either pressures of the threat of public ownership or 

again to surmount the adverse service testimony of customers on 

this r~te increase applieation. We find reasonable that applicant 

be required to effect immediate service improvements in the Old 

Niles Canyon Road area and in the Niles business area. Service 

rendered in this district is typical of the inadequate planning acd 

engineering and of the marginal service rendered by applicant to the 

public. The value of the service is considered in the determil1ation 

of the'rate of return allowed in this proceeding. 

The order whieh follows will require applican~ to make 

certain plant improvements and will provide applicant additional 

revenues after such improvements are completed. The additional 

revenues will approximate $59,700 per year over intertm rates, based 

upon the 7.2 percent rate of return previously found reasonable, 

applied to the adopted rate base which includes the re~uired plant 

improvements. 
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Accounting 

Staff recommendations on applicant's acco~ting procedures 

were reviewed in Decision No. 76996. Ihe ordering paragraphs on 

accounting matters contained therein apply to all of applicant's 

water operations and will not be repeated herein. 

Findin~s and Conclusions 

The Commission finds that: 

1. Applicant is in need of additional revenue. 

2. The adopted estimates, previously discussed herein, of 

operating revenues, operating expenses and rate base for the test 

year 1968, reasonably indicate the probable results of applicant's 

operations for the near future. 

3. Applicant's mains in the Niles business area and in the 

vieinity of Old Niles Canyon Road are inadequate to provide reason­

able rates of water flow and w~ter pressure. 

4. An average rate of return of 7.2 percent on applicant's 

rate base for the Niles District is reasonable, in conjunction with 

mandatory system improvements. It is estimated that such rate of 

return will provide a return of 8.68 percent on common equity allo­

cated to the Niles District. 

S. The rates and charges authorized herein are justified, 

the rates and charges authorized herein arc reasonable, and ~he 

present rates and charges, insofar as they differ from those pre­

scribed herein, are for the future unjust and unreasonable. 

The Commission concludes that the application should be 

gr3ntcd to the extent set forth herein and that applicant be required 

to im~rove its water service as herein ordered. 

An average customer using 1,600 cubic feet of water per 

month will be charged $14.40 oi-monthly, an increase of'67 percent. 
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ORDER .... -~--

IT IS ORDERED that: 

1. After satisfactory completion of the installation of tbe 

system improvements required by ordering paragraph No.2, Citizens 

Utilities Company of California will be authorized by supplemental 

order to file for its Niles District tne 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 days after the date of filing. Tbe revised 

schedule shall apply only to service rendered On and after the 

,effective date thereof. 

2. Before December 31, 1970, Citizens Utilities Company of 

California shall re~lace the 3- and 2-incb main in Old Niles Canyon 

Road with approximately 2,780 feet of main not less than 8 inches 

in diameter between M1ssion Boulevard and Clarke Bridge and with 

1,840 feet of main not less than 4 inches in diameter from Clarke 

Bridge to the end of Old Niles Canyon Road and shall replace the 

old mains in the Niles business area with approximately 2,700 feet 

of a-inch. and 1,600 feet of 6-1nch main as budgeted. for 1968, ancl 

inclucled as items 7, 8 and 9 of Exhibits 9 and 10. Upon completion 

of such construction, applicant shall file in this proceeding an 

itemized description of work completed, including original costs 

thereor together ~tb dollar amounts of ~etiremenes associated 

therewith. 

-17-
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3. All motions not h.eretofore acted upon a.re hereby denied. 

The effective date of this order shall be cwenty days 

after the date hereof. 

Da ted at ___ S:_lll_Fr_:ul_C_lsc_ O __ , California, this /;::{Iti" 
MAY day of ________ , 1970. 

cJ~Jk4l.. 
~ 
~ 

f 
;' .. .11/ 
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APPENDIX A 

Sched\lle No. ND-l 

Nil~s-Deeoto T~rr Ara~ 

GENERAl METERED SERVICE 

APPUCABIUTY 

Applicabl~ to all metered water ~erviee. 

'I'ERRITORY 

The coxmnunitios o! NUos and. Deeoto" and vie:Ulity" included gcncr.oJ.Jy 
'IoJithin the boundaries o! tho City of Fremont and Union Ci~y" respectivoly, 
AlAmedA Co\n'1ty. 

RATES 

First 600 cu.!t. or loss •••••••••• _ ••••.••• 
Next 1,400 eu.ft." per 100 cu.1't. • •••••••••• 
Next. ),,000 cu.:tt., por 100 cu.!t. • .......... . 
Over 5,,000 cu.tt., por 100 eu.:tt. • •••••••••• 

YliDinMu Ch:l.rgo: 

For 5/e x ')14.-i:n.eh meter 
For ~/4-ineh meter 

· .................... . · .............................. .. 
For l-inch meter · .............. " ............. .. 
For 1-1/2-inCh met~r ....... (/I .............. " ....... . 

For 2-ineh metor .••.....•..........• 
For )-inch meter ..•.............••.. 
For 4-ineh meter .... , .............. . 

Tho Y.:i.nimum Ch.lrge 'Will entitle tho eustomor 
to tho qtJ.Q.ntity o! water which that mirlimt.U!l. 
eha.rgc'Will P'l%"c:hMo .at the Quantity .Rates .. 

SPECIAl. CONDITION 

Per Metor 
Per Month 

:;'3.20 
.40 
.29 
...25 

3.20 
5.00 
7_50 

12.50 
21.00 
)5.00 
50 .. 00 

(I) 
j' , 

! 
! 

~ 
~ 

! , 

(I) 

Until the ') percent surcharge to Fedoral Income Taxes i.~ romovl3d, ( C) 
bills ccmputed. 'Under the above t4l"1ff w.tll be increa.sed by 1 .. 4 percent .. (C) 
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As. 48906~8907, 49023, 49024 MM 
Ds. 772l0, 77211, 77212, 77213 

A. W. GATOV) COMMISSIONER, Dissenting: 

I dissene in the majority's decisions in Applications 

Nos. 48906, 48907, 49023 and 49024 because :hey are unfair, 

unreasonable, improper and not supported by the record. 

The majori'ty opinions, furthermore, disregard the posi­

tion of the Hearing Examiner who presided at all the hearings. 

I think it impor:snt that there be documented the reasons why 

the assigned Hearing Examiner does not support the majority 

decisions, and I have, therefore, appended hereto and incor­

porated herein oy reference, as part of my dissen:, his memo-

randum on the subject. 

Attachment 

Dated at San Francisco, California, 
May 12, 1970. 
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TO THE COMMISSION: 

Re: Applications Nos. 48906, 48907, 
49023 and 49024. 

May 8, 1970 

At the reqnest of Commissioner Gatov on May 7, 1970, ~his 
is written to advise the Commission why I have not signed the 
"Instructions for Decisions" for Applications Nos. 48906, 48907, 
49023 and 49024 of the Citizens Utilities Company and its affiliates 
for water rate increases. 

These decisions as now proposed do not contain any adjust­
ment or penal~y for applicants arbitrarily causing their customers to 
provide between 9 and 14% more revenue than would have been required 
if Citizens had elected to minimize its tax expenses by taking 
accelerated depreciation on its California properties which it did 
in seven other states where it could reserve for the stockholders all 
the benefits of accelerated depreciation. 

The adopted rate of return for good service, 7.2%, the 
highest recommended by the staff is excessive since it does not take 
into account the systematic infl~tion of the rate base by applicants 
for many years prior to the test year. The decisions make no adjust­
ment for the excessive plant overhead reflected in the applicants' 
watered plant accounts as the result of manipulations by Citizens 
of the Mutual Service account. ' 

The improvements of service specified as conditions for 
receiving a 7.2% rate of return will not cause substantial improve­
ments in customer service and will only result in greater public 
reaction because of increases in rates without discernable service 
improvements. The decision for Niles, Application No. 48906, 
provides for increased earning when serviee is fmproved in Niles 
canyon and Niles busiuess district but ignores the almost uniqersal 
customer dissatisfaction with service. The decision for North 
Los Altos provides for improved service in a limited area and for 
improved flushing but ignores that witnesses repeatedly testified 
that the service is poor and protested not only the debris content 
of the water but also the mineral and chlorine content of the water, 
low pressure, outages and high bills. The decision for Montara 
relies on a staff estimate that $100,000 of added plant would 
greatly improve the service but ignores that still other work will 
have to be done. the estimate was·of such a preliminary and general 
nature, without specific detail and study, that it is suitable only 
to indicate magnitudes of required expenditure. The estim.ate can 
not be used to indicate improved customer satisfaction with service. 
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I believe that if the applicants implement the service requirements 
for the 7.2% rate of return, the customers' reaction to increased 
rates without discernable service improvements will be mueh greater 
in the future than it was in these proceedings where up to 200 irate 
customers attended the hearings. If the Commission desires to make 
increased earnings contingent upon improved service, the applicants 
should be required to meet the service standards of General Order 
No. 103, or to obtain permission to deviate therefrom in those 
ins~ances where the economic cost of service improvement is not 
justified, the service problems being specifically determined by Jl 
comprehensive survey by applicants of customer and system service 
defiCiencies .. 


