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Decision No. '77212 -------
BEFOP.E TEE PUBLIC UTILI:1.ES COMMISSION OF '!rrE STATE O·t CALIFOl:tNIA 

Application of CITIZENS UTILITIES 
COMPANY OF CALIFORNIA, a corpo­
ration, for authority to iD.crease 
i~s rates and charges for its 
wate:t' eystem serving the areas of 
Monte.ra ~ Marine View, Farallone: 
City, Moss Bc.:lch and adjacent 
t2rritory in San Mateo COtlnty~ 

A'Oplieation No", 49023 
(Filed December ll)o~ J.966; 
Amended April 23, 1968) 

We~ I. 1.undguist and John H. C'.ltle: for 
Cl.tize:cs O'-ciI!ties ComPany of Calif~rnia, 
applicant. . 

P • .a:1:o1d 1. ~eea.rt~YJ Counsel, 30hn E.. JohnsonJ 

ao.<i,X .. L .. G e e.g,hem, for die commission 
st.e.f?c. 

Evidence on this application was heard by Examiner Coffey 

on September 30, October 1, 3 and 4 in Moss Beach; on' October 14 

in Union City; on October 22 and 23 in LoIS Altos; and on October 31, 

November 13, 14, 19 .a::>.d 26 in San Francisco, all dates in 19G8. 

The matter was called for hearing and. adjo'lX'ned without the reeeip~ 

of substantial evidence ~ October 15 and 30, November 12; 

December 11 .:m.d 23', 1968; January 8, 21, 22, 30 and 31; snd 

l".l3rcb. 17 and 21, 1969, while issues common to this proceeding and 
.. 

Applic~tion No. 48905 of Citizens Utilities Company of California 

(Citizens California) Guerneville district were being heArd in the 

latter ?roceeding. Hearings on December 23, 1968 and J~nuary 8 and 

21, 1969, were cellec and'sejcurr4ed ~i:hout the rceeipt 0: Any evi­

dence ~t ap?licant!s =c1uest. This a?p11cation w~s $ubmitted on 
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1/ 
April .3, 19~9, upon receipt of the reporter's transcript.-Copies 

of the application a':.'ld :lotice of hearing were served in accordance 

wi:h :he Co~iss1on's procedur4l =ules. 

In addition to the foregoing days of hearing, 00 

September 7 and 8, 1967, Commissioner Bennett and Exam1ne~ Coffey 

held hearings on the issue of the refusal by Citizens Utilities 

Company of Delaware (Citizens ~elaware) to permit access to ~d 

review by the Cotl:mission staff of certain of the bcolcs .and records 

of applicant" applicant' $ affiliates" and applicant's parent co~c­

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

1968, the Commission after approving of the staff-requested 

information, found that applicant and its affiliates had obstructed 

and cielayed this proceeding. A ruling on the staff's motion to 

dismiss was reserved pending amendment by applicant of its applica­

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

order to supply the staff-requested material and access to =ecords. 

O:l April 23, 1968,. applicant filed its amended application and 

subscque~tly the staff was afforded an opportunity to continue its 

~vest1gat1on in nominal compliance with the order. 

On March 21, 1969, applicant filed ~ ~tition requesting 

a proposed report. Thc"request has been granted by the Commission. 

11 On October 2S, 1966, appliccnt requested inereeGed water rates 
for ~crvice in its Guerneville District, Application No. 48905~ 
for s¢rvice in its Niles District. Application No. 4S90~, and 
ap:t>:!.icant's affiliate, North Los Altos Water Company, requested 
increased water rates for service it:. !.os Altos and Mountain 
View, Application No. 48907. Canc:rcntly wi~h this applica­
tion, applicar..t"'s affiliate, Inverness Water Compar ... y :requesteC! 
increasee water rates ~ and near Inverness, Applica~ion 
No. 49024. Sincc certain issues ~=e cammon or rel~ted in 
these proccedix),gs, counse.l for these affili.ated eor.porst:i.cr4~ 
agreed with s~ff eo~~~cl that the rocords of all of :hosc pro­
c~cdinzs ~ be considered i..~ arriving .;;.t the c1ecision in any 
:>roeeeciing .. 
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On August 21, 1969, applicant filed'a petition for intertm 

rate relief pending conclusion of this proceeding. Decision No. 

76l72, dated September 10, 1969, partially granted the reques~ by 

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

estimates of operating reve.nues, expenses, and rate base submitted by 

the staff for the test year 1968 and a rate of return 'of 4.5, percent. 

On February 10, 1970, applicant filed a motion that appli­

cant's proposed rates be filed, subject to refund' .. "In addition,. 

~pplieant requests rates affording a current return of not less than 

10-3/4% on rate base and that the Commission add to its decision pro­

visions for additional revenue to take account of or: compeas:l1:e for: 

(a) Increased operating costs ~ the last lSmontbs; 

(b) Deprivation of return for the time that these 
eases have been pending; and 

(c) Provision for attrition of rate of reearn to take 
cognizance of the probability of fucure cost increases. 

RAtes ordered herein make moot the motion for interim rates 

in this application. It is not appropriate to consider, ex parte the 

requests fo~ revenue in addition to that of tI~ proposed rates. !he 

mc,tion ....... 111 be denied. 

The issues which are common to applicant, and its affiliates 

have been reviewed and discussed in Decision No.' .76996,. dated March 24, 

1970~ Application No. 48905.. Consistent findings of fact as may be 

required ilo. this pr~~ding on common issues will be made herein 

without re~Ating the supporting opinions set forth-in ,said decision 

which is hereby ~de a part of this decision .. 

On the issue of the rate of return to be allowed in 411 five 

applications of these affiliaeed operations, applicants presented 4 

exhibits and the testimony of one witness and the staff presented one 

exhibit supported by the testimony of one witness. Applicant presented 

10 exhibits and the testimony of three witnesses on district operations 

in support of its request for authority to increase its rates and-
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charges in its Montara District.. Three witnesses from the Commission 

staff presented the 9 exhibits which summarize the results of their y 
independent study ~d investigation of applicant's operations. 

Ap?roximately one and o~e-quarter days of hearing time was requi~ed 
?J 

for the presentation of service problems by 2G public witnecs,es. 

Corpora~e Operations and Service A=ea 

The oper.ations of applicant and its parent corporation~ 

Citizens Delaware, will not be repeated h~=e s~~c they are summarized 

in the decision on Application No. 48905. 

As of December 31, lS68, applicant served about 620 metered 
4/ 

customers in its Montara water district .. - The service area of this 

district includes the communitiec of Montara, Marine View, Farallo~e 

City, lv"40SS Beach and adjacent areas in San Mateo County.. P=ivate fire 

protection and public fire hydrant service is also provided at flat 

rates. Water is obtained from spring diversions supplying 100 to 200 

gallons per minute and five wells. The wells range in depth from 90 

to 132 feet and have capacities ranging from 28 to 150 gallons per 

~ute. In addition there are booster pumps and six stor~se rese~­

voirs and ta~ with a combined capacity of 383,000 gallons. Total 

sales of water in 1963 amounted to 8'3,305 hundred cubic feet (ecf) .. 

At the 'end of J.968 there were about 106,216 feet of main rangi:lg in 

di~meter from two to eis~t inches. T~ number of utility customers 

has increased during the past ten years on the sverage about 20 per 

year, with som~ fl~ctuations in the amounts of anneal incresse. 

11 This s~ry does not ineluQe the exhibits introduced and witnes­
ses who testifie& on September 7 and 8, lSG7 and does not 
include CY~4ibits ~nd wit~esscs on issues ~ Application No. 
48905 "~hich are commor!. to ol! five ~ffil:!.s.t:ecl c!.'?lS.eat~on$. 

'}j ':he n"..tmber of public wit:lcSSCS iii ~ot: indl.cati:v·c of the ,1lblic 
protest on service due to i~cication ~y the e~~~ner tl1at cumu­
lative and :epetitive e~~deuce was not desired and wou~d ~ot add 
wei~~t to the evidence. 

Since applicant incorrectly repor'cs to t:he Commission tne number 
of bills rendcrce. rather than acti""e 5crvicc cOn::l.eetions, actual 
customers on the specified d3.tc cannot be st~ted. 



'\('OJ "';" _ ... m ... 

Appli~~trs ~e9ues~ed Rate Proposal 

The following tabulation shows the present (pr1~r to 

September 10, 1~69) and proposed general metered service rates, 

together ~ith the percentage increases: 

Present and Proposed Meter Rates 

It~m -
Min1mum Chs.rge: 

For 5/8 x 3/4-ineh meter 
For 3/4-ineh meter 
For l-ineh meter 
For 1 1/2~ineh meter 
Por 2-fnch meter 
For 3-inehml2ter 
For 4-~ch me~er 

Quantity Rates: 
First 500 eu.£t. or less 
Next 4,500 cu.£t., per 100 cu.ft. 
Over 5,000 eu.ft., pe: 100 cu.ft. 

Per Meter Pe~ MOnth 
-Present, Proposed 

$ 5.50 
7.00 
8.00 

14.00 
20 .. 00 
40.00 
60.00 

5.50 
.55 
.35 

$ 10.35 
12 .. 65, 
14.95 
25,.25 
36-.75, 
72.50' 

109.25, 

10.35 
.958 
.648 

Increase 
Percent 

88.2% 
80.7 
86.9 
80.4 
83.8 
81.2 
82.1 

88.2 
74.2 
85.1 

No increases we:c ?ropcscd by applicant for fi:e p~oteetion 

services, b~t the staff recommended a new fire hydrant rate format 

based upon co::nected main size diffe::entials rather then on the 

format baoed on hYQ~ant Sizes. 

A":L average customer ~dt:h a 5/8 x 3Il l--inch m~tcr, using. 

800 cubic feet per month would have been billee $14.30 bimonthly unGer 

the above present rates and would be ch6rgcd $26.44 bimonthly under 

proposeci rateG, an increase of 85 percent. 

Results of Oper.ation 

Estimates of the results of operation ~de by applicant 

and steff under present ana proposed rates are compared in the 

following ~b~latio~ with the ~o~t~ AdO?tcd in this p~cccc~ing 3t 

r~te~ w~ich are ~uthorizcd here~: 
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S'011I1A.RY OF tAmI"INCS 
YEAR 1968 ES1'D"~TED 

Present Ratc~ a ProEosed Rates 
Item Appl1cant Sta.f1: Applicant St:l.:ff. 

Qperating Rev~nuos $ 61,,9J$ $ 6$~640 $ll2,,652 $119,,$10 
Opert-l.tim: Expcnse~ 

oper. ee y;.Unt. Expo. 24,,813 22,,820 26,,081 2;,840 
Adln:i..n .. & Gen. & Z,z"se. Expo. 11,,618 8,,830 ll,,6lS 8,8.30 Depreciation Exponsc ll.l67 ll,,230 ll,167 11,,230 Taxes Other Than on Incomo 9~3S4 9,290 9,3$4 9,,290 Xaxes B~od on Income 

l1J.6 b ;',900 b 2$,369b 3l
1

200b (EY..el... 10% Surcharge) 

Total Opcrat:1Dg .EXps. 57,098 56,,070 83,$89 84 .. 390 
Net Revenuo 4,,817 9 .. 570 29,963 3$,,120 

:oepro~tod ~to l3::1.oo 3$2,,634 335,390 352,634 335 .. 390 

Rate of Ret"lXrn . :1..4% 2 .. 8% 8.2% 10 .. 5% 
a .. Effective prior to Soptember 10, 1969. 

1:-. Not adjusted tor invol'unta.ry conversion:: ctteet, inc1U3ive !TC. 

c. Exclusive or ITC" tlc1j~tcd tor 1nvol'Q%).t~ eonvor3io~ eftect. 
~evenues 

Adopted 
Results 

$ 77,520 

2~"OCO 
8,,200 

ll,Z:O 
9,Z~ 

7.::':'0° 
r 

58,8:;0 

18 .. 690 

33$ .• 010 

5 .. 53% 

At present rates, the staff estim&te of revenues exce0d3 

that of applicant by $3,725. Applicant estimated the avers.ge sELles per 

metered custc::ter to be 88.5 ccf based on indiviclual simple linear 

correlations of eons~ption with deviations from the average of rain­

f~ll ~d from the average of ~e~yerature ~easured at San Francisco 

Airport. The ~taff initially estimated :he average sales for metered 

custo~rs to be 93 ccf using a graphieal m~ltiple correlation method 

of cons'I.l.mption with tClJl?er~t'l::Cc~ rainf~ll and time. Data ul3ecl by 

the s·taff wa.s froc the Half Y.IOon Bay weather station, cleL!;:ly more 

re?:.:-esent.:::.tive of weather conditio:ls tha:l. the loeation emp'.oycc! by 

The staff method 't~a$ reviewed" tested s.r:d accepted by 

the Commission in Decision No. 68443, d~ted .]::J.nu:::.ry 12, 1965, 

App!ication No. l~5625 of the North Los Altos Water Company for 

lIla-eased 'I',.Tater rates. Appllca."'lt assllmed no upward tt"end 

-6-
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in consumption. ~.romapplicant • s Exhibit No.7, it is mdent tblJ.t 

upward trends ~ consumption since 1962 and· also from 1~65 do exist, 

so that for the test year: 1968 normal consumption will l)%'obably be 

between 95 .and 98 ccf. Applicant's Exhibit No. 2'2 show's the 1957: 
if ' 

~ual average ccf per customer to be 95.7. It ~ppears tha:both 
\ 

A,!?plicant atld staff witnesses c::e consezvative in the.i= estimates' of 

customer usage. 

Applicant ma.inta1ned th.s.t the staff erred :Ln its method 

of converting cons'l:!lpti~ ,er customer into revenue 'l.mits. The­

staff demonstrated that, accepting applicantrs premise'that a sudden 

cb..:nse in water use characteristics result1:l.g from new customer use ' 
6/ 

habits- or the r~cl.ing of meters that: had. not been read in the 
ZI ::;>ast, at present rates the revenue estimate 't'lould decrease 01:417 $545, 

based upon the use of recorded revenue per cust:omer' shown in appli­

cant's Exhibit No.6 for the yecr 1967, the actual consumptionpe~ 

customer in 1967 shown in applicant's Exhibit No. 22 and an a.:ll:ual 

upward trend of one ccf per customer. 

T'.le staff correlation indicates no adjus:ment for 

temperature or rainfall is req:d.red for 1967 recorded w.:::.ter use to 

be eonside:ed as normal. 

We find rea.sonable the staff method of estimaej.ng revenues 

based on the 1967 recorded water use, .:::Ln incremet):ezl incrc~zc of 

one ccf per customer in lSS8, and revenue per euctpmer of $89.89 per 

yc:::.r. It is noted tlut interim rates au:hor.zed by Decision 

}./ The rece::c:1. clearly demonstrates that: a witness can be led 'to a 
g:apa but b.~ ecnnot be :!lade to see a trend. 

§/ No'!: prob.:.;' l~ • 

JJ aighly prvbable. 
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No. 76172 are estiI:l3.ted to produce $72,490, or $5,030 less the.n t!:le 

operating revenue requirement of $77 ,520 :Lndic~ted berein by the 

adopted results. 

Operating and Maintenance Expenses 

Applicant's estimate of operating and maintenance expense 

exceeds the staff estimate by'$l,993 at present rates. The details 

of this difference are adequately described at page 5-1 of Exhibit 

No. 11. 

At 'the hearing, the staff increased its 1968 estimate of 

salaries and w2ge~ to reflect recent ,changes in persoxmel.. Although 

the estimates of total payroll by the staff and applicant are the 

same:. the applicant' s allocation of that portion to be capitalized 

is based on the last two years and. the staff allocation is bas.ed OIl 

experience of the last seven years. Although the staff est:U::za.te of 

capitalized payroll ~:rould have been more aeeura.te if the effect of 

recent clerical increases had been eliminated, it appears the 

distortion of the esti::nate is minor. We will adopt the' staff use of 

a seven-year period. as best representative of ft:tu:'c operations 

rather than applicant's use of a period co1ncident with. the pendency 

of this proceeding. 

Yaterials, Services c~d ~dseellaneous Exper.scs 

Applicant's estfmate of these expenses exceeded that of 

the staff by $285 for the test year. 

For to.e sc:pply of pC"wer and purification portion of this 

expense, ap?lieant used an average of the recorded figercs for 1965~ 

1966 and 1967 since o;.J'ell cb,lo::inators had been sdcleci i:1 1964. 

-8-
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Applicant testified that: t:!he additional cost of this WAter 

treatment is apparent in the increase in this expense in 1964, but 

its full impact did not come about until 1965, •••• n NO s~pport for 

this statement W:1S presented by applicant. However, the staff 

te$~ified tha'c the recorded expense for chemicals waS: 

1961 $391 
1962 230 
1963 311 
1964 358 
196$ 166 
1966 416 

The above mno~.mts were reported by applicant in its snnual report 

to this Commission and they do not support applicant's testimony. 

The st:lff used 3. seven-year average after adjusting for customer 

growth and increased cost of materials. We find t11e steff ese:l.mste 

reasonable. 

Uncollectible Accounts 

Applicant's estimate of this expense at present rates in 

1968 exceeded that of the staff by $299. Applicant ar~s tha:: :he 

staff estimate is unreasonably low sinee the staff e14mipated the 

highest expense year, 1967, but did not likewise delete the lowest 

year, 1966, £::oem the basic data used to derive a. six-year aver.eze 

expense. The ~ount of uncollectible expense indic~ted for 1967 is 

not representative of normal operations in that meters ~erc ~ot 

properly read and bills were not properly rend~rod. This resultecl 

in tho net uncollec~ible expense being over ewice the emount of any 

other year consiclered. We find the s~f£ estimate rcaso~ble. 

We find re~so:u;blc ope.r.aeir..g and ::nainten..ancc expenses in 

the test ye.:r to b~ $23,000 at .adop::ed. results, w~?ich is the staff 
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Administrative ~d General and Miscellaneous Expenses 

Tbe issues of concern here are subs tantially t:lC same as. 

those discussed in the e.xam1ner' s report dated October 9, 1969, on 

applicant's request for authorizatiorw of increased water rates fn 

ies 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. 

The staff estimate of Employees' Pension and Benefits 

expense is $2,040, and that of applicant is $2,996.. We fi:c.d $1~629 

to be reasonable for this expense in this proceeding. .. 

Applicant estima~ed the Regulatory Commission E~enses to 

be $1,384 and the staff est1ma.t:ed them to be $660. We find 

reasonable the staff estimate. 

App11C4nt est~ted Mutual Service Charges to be $3>933 

and the staff estimated them to be $3,000 plus $500 for executive 

salaries and expenses. We find $3,130 to- be reasonable for this 

expense in this p:oeecding. 

We find $8,200 to be a reasonable estimate of adrndnis­

t~ative and general and miscellaneous expenses in this proceeding. 

Taxes '&l.sed on Income 

the is cues of the surcharge on income taxes, invest­

llX!Ut tax credit and invol\:.:l,tary convcrs!.ons were all considcrce :Z.n 

Decision 1:10. 76SS6. Findings will be made here in eonforn:d.ty 't>r-th 

-:nat decision. 

-10--
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Staff Exr~bit No. 27 shows that the effect 0: applicant 

not adjusting the income tax calculation f~r the reduction 

in income tax depreciation for the gain on its involuntary 

conversions is to burden Montara DiGtric: customers w:f.th an 

unjustified added revenue requirCQent of $4,030. We find !t 

reasonable to eliminate this unreasc:l:.tble tax burden on customc:s 

by fncreastng the depreciation deduction used tn the income tax 

computatio~ for the Y~ntara District by $3,780. 

We find it rcasonabl~ t:1at depreciation deductions of 

$12,070 ~nd $11,910, respectively, be used to compute the ~11ow3ncc 

for st~te ~nd federal income taxes in the test year. 

Since 3 5 percent surcha~ge to federal income taxes will 

be in effect for the first six months of 1970, we ~1i11 ir..clude a 

0.9 % surcharge in the authorized rates. Reflecting current 

income t:l:<: regulations, .... iC M\"e excluded the investment tax 

credit in the calcul~tion of income tcxcs. 

During the hearing on October 41 1968, app11e~n: 

made a motion for an interim rate increase of 2% in the form 

of a bill surcha~gc to CompcnS3tC ~pplicar*t for the 10% 

surcl'largc on income tax. For the pt:r,o$e of the ttotion the 

est~tcs and recommended ratG of return of the staff were 

-11-
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accepted by applicant. The motion was denied by the presiding 

examiner since applicant had not exhausted its potential 

federal income tax relief by electing to tal<e accelerated 
depreciation. 

Rate Base 

Applicant argues that the staff working cash allowance 

would be increased from $2,620 to $5,240 if it were conformed with 

the staff's standard practice, '~termin4tion of Working cash 
Allowance". We agree and find the rea.sonable rate base to be the 

staff-esttm4ted rate base plus $2,620. We find $338,010 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 this proceeding on the proper rate of return for Guerneville, 

MOntara and Niles districts of applicant and for Inverness WatGr 

Company and North Los Altos Water Company. This testimony is 

summarized and discussed in ~ision No. 76996 for the 

GuerneVille proceeding. Specific rates of return for each district 

and affiliate were to be found as appropriate for the quality of" 

service rendered. For the, Montara Distr1ct~ under present operating 

conditions we find a rate of return of 5.53% on rate "base to be 

reasonable. When appl ieant has upgraded service to its customers 

in this district and demonstrated it to the satisfaction of this 

CommiSSion, a 7.2 percent ~ate of return on rate base would be rea­
sonable. 

-12-
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Service 

A sampling of public sentiment taken during the morn1ng 

of ~he first day of hearing, when about 60 members of the public were 

in attendance, indicaus that all members of the public present were 

protesting the rate increase, that one or two had good quality water 

and do not have ~ervice problems 7 and that all other customers 

present had service problems. 

This record is replete with testimony by customers 

regarding high, low and fluctuating pressure problems; of black, 

brown, milky, rusty 7 oily, sandy and just plain dirty water; of 

~70r:llS in the water; of chlorine taste and odor; of main leaks being 

1JtJAtt1ended. for extended periods; of streets and residences being 

flooded by broken mains; of streees being opened and left for 

extended periods as chuckhole traffic hazards; of personnel without 

knowledge or maps of shut-off valves; of meters being unread and of 

periodic gross overbillings; of difficulties in contacting utiliey 

personnel to report troubles; of poor public relations; of shutting 

off w.a.~r without ad.eCJ.uate notice and of inadequate water s1Jt)Ply. 

A representative of the local fire district testified that 

fire hydrants were not being satisfactorily maintained,. it not 

~. possible 'to open a number of hydrants. He criticized the 

water supply as inadequate as the result of small pipes and 9torage, 

giviXlg as examples the supply of an 8-i:lch r.oa.in through a one-ineh 

main and 15 homes being supplied through a 1/2-incll pipe. He 

indicated that the construction 'Was piecemeal without installing 

important items needed to complete the system, and that there bad 

been no improvement:. in ~he wa'tQ>.r service for ten years since the 
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management. the fire district believes it is paying, for hydrant 

service which it is not receiving and requests a reduction in 

hydrant rcneal and authorization to maintain the hydrants. ,Appli­

cant and the district agreed to consult on these problems but the 

record does not indicate any solution. The- staff recommended a 

change in the tariff for public fire hydra'O.t service, rel.at:1ng the 

tariff to the size of the serving main rather than to the size of 

the hydrant. We will authorize the proposed tariff which has 

provisions for utility-owned-cust~er~intained service as 

requested by the district. Since t~e revenue effect of this tariff 

change is speculative, no revenue ef:ect will be refleceed in the 

results herein adopted. 

applicant 

did not satisfactorily avail itself ~ this record of the opportunity 

to investigate the many service complaints contained ir.L this record 

and to report thereon. Applicant genet'alized tb..a.t it ~~G. bad 

personnel problems and that it expectee conditions to be better in 

t~1e future. It did e..~lain its posted office hours, telephone 

3.l.'"rangements and the cause of "milkY'water, but the bulZ( of the 

compJAints are wit'hout answer in this record.. 

'!he staff investigation disclosed. conditions which gave 

rise to the forcgotng complaints and the staff witness mace a 

n~~ of general reco:nnendations for improvement of th.e syctem 

operation and f<lcilities within the r:.cxt three to five yearc. If 

applicant were to undertake such improvement prozr~ it is likely 

that many of the service deficiencies would be allevia£ed~ Appli­

cant has the sole responsibility for the service it renders and it 

cannot escape that responsibility by elaim1ng "personnel problems". 

-14-
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The value of service and its lack of improvement have been considered 

in the determination of the initial rate of return to be allowed in 

this proceeding. 

The order ~1ch follows will pr~vide additional revenues 
. 

should applicant ccmplete within 8. two-year period the "backbone" 

transmission main and additional storage fa.cilities approximating 

$100,000 recommended by the staff (ToR 299-300). The additional annual 

revenues will be about $31,300 based upon the 7.2 percent rate of 

return previously found reasonable and the estimated additional ad 

valorem taxes and depreciation on plant invesemenc associated with 

the improvements. 
• 

Accounting 

Staff recommendations on applica.nt', s accounting procedures 

were reviewed in DeciSion No. 76996,;. in Application No. 48905.. The 

ordering paragraphs on accounting matters contained therein apply to 

all of applicant's water operations and will not be repeated herein. 

Findings and Conclusions 

The C~ission finds that: 

1. Applicant is in need of revenue in addition to that pro-. 
duced by rates in effect. on and before September 10, 1969. 

2. The adopted estimates,. previously discussed herein, of 

operating revenues, operating expenses and rate base for the test year 

1968, reasonably indicate the probable ~esults of applicant's opera­

tions for the near futUre. 
3 - A:n average rate of return of 5 .. 53 percent ~n applicant 1 s 

rate ,base for the Montara District is reasonable. It is estimated 

that such rate of return will provide a return ¢£ 6.0 percent on 

common e'1uity 411Oc-A.t~d' to t.h~ M()out'~T.'.Q JH,fle-r.1.ct. 

-15-
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4. An average rate of return of 7.2 percent, on applicant's 

rate base for the Montara District is reasonable, if applicant com­

pleees within two' years the staff recommended plant improvements 

described at pages 299'-300 of ,the transcript. It is estimated that 

such rate of return will provide a return of 8.68 percent on-common 

equity allocaeed t~ the Montara District. 

S. The rates and charges authorized herein arejust1f1ed, ,the 

rates and charges authorized herein are reasonable; and the present 

rates and charges) insofar as they differ from those pre~cr1bed 

herein, are for the future unjust and unreasonable. 

The Commission concludes that the application should be 

granted in part until applicant's service more closely conforms to 

the standards of General Order No. 103. 

An average customer using 800 cubic feet of water per 

month will be charged $16.60 bimonthly, under Appendix A rates, an 

increase of 16 percent. In addition, until the 5. percent surcharge 

to Federal income taxes is removed, bills computed under tariffs 

herein authorized ~ll be increased by 0.9 percent. 

ORDER ---.--

IT IS ORDERED that: 

1. ~ter the effective date of this order, Citizens Utilities 

Company of California may file for ,its Montara District the revised 

rate schedules attached to this order as Appendix A. Such filing 

shall comply with General Order No .. 96-A. The effective date of the 

revised schedules shall be four days after the date of filing. The 

revised schedules shall apply only ~o s~rv!ee rendered on 4nd after 

the eff~ctivc date thereof. ' 

-16'" 
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2. In the event applicant undertakes to install p1l:1.Dt improve­

ments described on pages 299-300 of the transcript, it shall file in 

this proceeding a deta1led plan of construction to implement such 

improvement~, 1nclcding p~pe and storage tank s1zes, amounts and 

types of materials, loe.&.tions and estimated co:.ts of construction, 

together with estimated dates of completion. Upon unde~ak1ng such 

construction, applicant shall, within fifteen days after the end of 

each month until completion of such construction, file a progress 

report showing the cumulative net dollar amounts expended for each 

plant item described in applicant's plan. 

3. Upon completing the requirement of Ordering Paragraph 2 

before June 30, 1972, and upon receiving further authori:.at1on of 

this Commission by supplemental order herein, applicant Citizens 

Utilities Company of C61ifornia may file for its Montara District 

the revised rate scheGule attached to this order as Apper.c:!.x:8. Such 

filing shall comply with General Order No. 96-A.. The revised schedule 

shall apply only to serv1ce- rendered on and; after the effective date 

thereof. 

4. All motions heretofor.e not acted upon are hc~cby denied. 

The effective date of this order shall be t-wc'nty clays after 

the date hereof. 

Dated at ____ San __ }4'ra.n_dSCO ____ > California,. this I A. +1, 

day of _____ MA_'t-.;.,.;__... __ 1 1970 .. 



li.PPUCABltITY 

APPE.iDIX Ji. 
I'.ago 1 of 3 

Schcd\llc No. :.ro-l 

Ml";TERED SERVICE .. 

APl'lie.lble to all motored W.l.tcr sorvice .. 

TERRITORY 

Montara, Farall~ne City I I-tJ~s Bellch and Marine VieW', and 
·tic1nit:~" .3a:l Ma.t~o County. 

Qu.mtity RQ.tos: 

Por Moter 
Por Xonth 

First SOO cu.ft .. Or less .................................... .. 
Noxt 4J 500 cu.!t .. " per 100 cu .. !t ................. .. 
Over 5,,000 cu.ft .. , por lOO cu.ft .................... . 

M1.n:i.mu:n. Chargo: 

For 5/8 x 3/4-inch mater .................................... . 
For 3/4-in~mcter .................................. .. 
For l-illch. moter •.. #I • fl • • -,. •••• ", .. #I" ••••••• 
For l~1nchmetcr •••••••• ", •.••••••• ~ •• _ •• 
For 2-inch motor ............................. '.9 
For 3-1neh meter ............................. .. 
For 4~inen meter ••• ~~ ••••••••• ~ •• _ •• # ••• 

S?ECIlJ:. .~~!TION 

The l1i.rlirrrum Ch.lrge will entitle th.o cus't.cmcr 
to the qua.ntity of water whici: that l:linim:um 
char~e will purchAse .:It tho Quantity Rates .. 

$ 6.50 
.60 
..3S 

C> 6.;0 
9.25 

ll.Se 
20.00 
30.00 
60.00 
90 .. 00 

(T) 

(T) 

T 
I 
/ 

I 
t 

Until 'tho S;; ~'Ul·cbAr.e~ to r.,dc:!:".:U. inecr.:.e tl.l.."C"~ .i.Fl 'J.'tJl/I""~Jd._ b:f"."1 (C) 
ccrr.puted. tu'ldcl.· ·t.h(:\ ."Il:-ove T,,"I'l. ... j·f";t ~;Jl "/:'Ie. :i""C'l'V"fTod ~y O.9't.. (C) 
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APPLICAB!I.!TY 

APPD!DIX A 
Page 2 ot :3 

Schodu.1.o No.. 1-10-5 

Mont3.%'o. 1':.ri!f Arca 

Pt1B701!C· FIP.E E'!DRANT SER'V!CE ----

Appl::t.ea.'olo to ~ tiro hydrant 5crvieo i'urn:i.$hcd to municipalities" (1') 
organized fire. districts ar.d other pOlitical cubdi'll'isions of tho State. (~) 

'l'ho 'I.Ulincorporated ccnmm.mitiec ot Montara, Farallo:c.e City, !1oss 
Beo.ch and Marino Vie-N" .;md vicinity, s.m l1ltoo County. 

Ut:i.l:i.ty Owned 
Utility Iiain­
tained 

Par Hydrant Per Month. 
Ut1li ty Ownecl CUctQrller Cw%led 

(C) 
I 

CUstomer Y.o.:i.n- Custaner 1.~ ... 
~cd _~;~~n_c_d ____ __ 

$3.00 
Served by mains 
::m.allcr than 6-inc:h 

Served by m.Uns 
6-ineh or larger 

$1.75 

3 ... 00 l..00 (C) 

SPECLU. CONDITIOr~S 

1. 't>lator delivered tor ~oses o'~:aer thom tire protoction sholl (1') 
be charged for a.t tho ~:U.~tity rates in SehGdu.lo No .. l, MctorcdServiCG. 

2. Tho cost of relocation or o:ny hydrant shill 'bo PD.id. by tho 
party roq,uo~ting roloco,tion. 

3. Jt"dra.nts sMll be con."loctcd to tho utiJj:cyts system upon receipt I 
of w:'ittOll roquest from a ~'U.'olic 3.'U.thorit".r. Tho written roquo::t ::hall I 
c!esi!Zr.a.to tho specific location of ~.:l.eh hydr.:L."l'i; a.."ld .. wh~e a.pprop:e ... "I.te" I 
the O\o.'Dcrsh1p" ~ypo and si~o. I 

, 
I 4. Tho t.'.tili-:y 'I.Uld.o~a.ko: t.o :upply only such 'A'c.::or at :uch. p'l'essur.e I 

OlS :nay oe aV~bJ.e .:lot 3ny t::.rne t,hrough tho normal opcra.tion ot its 1 .:ystom. 

S. The .lpplicable rato is dotorminod by tho ~ c:l.ze 0: m.nn 
botween hydr.:ult .:I.."ld :ourco of ::upp~ (well or otorago) (!') 

( Continued) 
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Schedule No .. Z,10-$ 

PUBLIC FIRE HYDF.A.lITT SERVICE 
-rcontinued.) 

SPECIAL CONDITIONS (Contd.) 

6.. Tho res,onsibility of hydl"c.nt rudntonance (:ll'ld related monthly (T) 
rate) will be determined by ncgoti.lt1on betwoon utility :and eu~tcmor. I 
(Refer to !ilcd 't.::lri1'! Rule No .. 20 .. ) (1') 
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APPENDIX B 

Schedulo No. MO-l 

Mont~r~ Tnriff Aroa 

METERED SERVICE 

APPLICABIUTY' 

Applicable to all metered ~ter sorvice. 

TERRITORY 

Montara, Fo.rallone City, Moos Beach and Marine Vi~M, and (T) 
vicinity, San Mateo County. 

RATES 

Quantity Rates: 

First 500 cu.1't. or laos ............ . 
Next 4,500 cu.1't., por 100 eu.ft. 
Over ;,000 cu.tt., per 100 cu.rt. 

Mirli:c:I.um Ch~ge: 

For 5/8 x 3/4-inch moter ......................... 
For ~/4-inch meter .•.•........... 
For l-ineh meter 
For l~-1nch metor 

.................. 

........................... 
For 2-inch meter ................ 
For ;-ineh meter ••• ' ................ e·. 
For 4-inch metor 

Per Motor 
Per Month 

$ 9.20 
.85 
.50 

$ 9.20 
13.00 
l6.25 
30.00 
42.00 
85.00 

130.00 

Tho Minim\lm Ch:;u-go will entitle the customer 
to tho C),u.a.nt1ty of water 'Which tha.t minimum 
cha.rge will purehase a.t the Quantity Rates •. 

I 

I 
I 
i 
i 

(I) 

(D) 



.. .. 
As. 4890S~8907, 49023, 49024 MM 
Ds. 77210, 772ll, 77212, 77213 

A. W. GAIOV, COMMISSIONER,. .oissen:ing: 

I dissent in the majority's decisions in Applications 

Nos. 48906, 48907, 49023 and 49024 because they are unfair, 

unreasonable, improper and not supported by the record. 

The majority opinions, furthermore, disregard the posi­

tion of the Hearing Examiner ~ho presided at all the hearings. 

I think it import~nt 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 by reference, as part of my dissen:, his memo-

randum on the subject. 

Attachment 

Da~ed at San Francisco, California, 
May 12, 1970. 



TO THE COMMISSION: 

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

May 8, 1970 

At the request of Commissioner Gatov on May 7,1970, this 
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 C.itizens Utilities Company and its affiliates 
for ,water rate increases. 

These decisions as now proposed do not contain any adjust­
ment or penalty 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 ie does not take 
into account the systematic inflation 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 plaut 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 im~rove­
ments.in customer sexvice and will only result in greater publi~ 
react~on because of increases in rates without discernable serv~ce 
improvements. The decision for Niles, Application No. 48906, 
provides for increased earning when service is improved in Niles 
Canyon and Niles business district but ignores the almost universal 
customer dissatisfaction with service. The decision for North 
;os Altos provides for improved service in a limited area an~ for 
~mproved flushing but ignores that witnesses repeatedly test~fied 
that the service is poor and protested not only the debris content 
of the water but also the mineral aud 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 4 preliminary and general 
nature, without spec1fic detail and study, that it is suitable only 
to indicate magnitudes of required expenditure. The estimate can 
not be used to indicate improved customer satisfaction with service. 



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 much ~eater 
in the future than it was in these proceedings where up to 2uO irate 
customers attended the hearings. If the Commission desires to ~ke 
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 
instances where the economic cost of service improvemene is not 
justified, the service problems being specifically determined by a 
comprehensive survey by applicants of customer and system service 
deficiencies. 


