
Decision No. 77213 

BEFORE !HE PUBLIC UTILITIES COMMISSION OF !HE STATE OF CALIFORNIA 

Application of I~~SS WATER COM- < 
PANY, a corporation, for au~hority ; 
to increase its rates and charges ~ 
for its water system serving the 
communities of Inverness, Drakes 
Bay and ~djacent territory in Marin 
County. I 

Application No. 49024 
(Filed December 14, 1966; 
Amended April 23, 1968 .. ) 

we~n I. Lundouist and John H .. Cut!er, 
:Or Inve~ess water COQpany, a?p~icant. 

Thomas T. Storer, for self and two other 
consumer families, protestants. 

Haro2d J.. McCarthy, Counsel, John E. 
Johnson, ana A. L. Cieleghem, for the 
Co~ssion staft. 

OPINION 
.--.., .... _----

Evidence on this application was heard by Examine= Coffey 

on October 28 and 30 in Inverness and on November 13, 19 and 26, 

1968, in San Francisco.. The ~pplication w~s called for hearing and 

adjourned wit~out the receipt of suosta~ti81 ~vidence on ~ovember !2 

and 14, December II and 23, 1965, January S, 21, 22, SO Dnd 31, and 

Y~rch l7 and 21, 1969, while issues common to this proceeding and 

Application No. 48905 of Citizens Utilities Co::rs.p.gr~y of C:lliforaia 

(Citizen.s Californi.s) Guerneville district were being heard in the 

latter proceeding. Heerinss on Decemoer 23 ~ 196e, Dnd January e an.Q 

21, 1969, were called and adjourned withou~ the receipt of any evi­

eence at a?plicant's =cq~es:.l1 

-------- ---~ .. --.----.. -,. __ ... ,--.-~ _ .... -.. ' .... '-' .............. ~--~----
11 Accumulated hearir.g time approximates two d~ys of hearing, which 

is perhaps a better indicator here than the recitation of hear­
ing days. 

-1-
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This application was submitted on April 3, 1969, upon the 
y 

receipt of the TeporterTs transcript. Copies of the application 

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 Utllities Company of Delaware 

(C1~izens Del~are) to permit access to and review by the Commission 

staff of certain of the books and records of applicant, applicant r s 

affiliates, and applicantfs parent corporation, Citizens Delaw'are. 

By Decision No. 73701, dated February 6, 1968:" the Commission, after 

appTOViug of the staff-requested information" f~unQ that applicant 

and its affiliates had obstructed and delayed this proceeding. A 

ruling on the stafffs motion to dismiss was reserved pending amend­

ment by applicant of its application to include a more re~ent test 

period and compliance with the or4er to supply the staff-requested 

matert.al. and access to records. On April 23, 1968-, applicant filed 

its emended application and subsequently the staff was afforded an 

opPOrtunity to continue its investigation in nominal compliance with 

the order. 

On March 21, 1969, applicant filed a petition requesti~g a 

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

On ~t 21, 1969, applicant filed a petition for interim 

rate relief pending conclusion of this proceeding. Decision No-. 
--______ 0 ____ .,,_ , ______ -._- •• ____ _ 

~/ On October 28', 1966, applicane Ts affiliate, Citizens California, 
requested increased water rates for sc~ce in its Guerneville 
:District, Appl1cat:lon No. 48905,. and in its N:f.les :i)istrict" 
Application No. 48906; at'~d app11cane Ts .affiliate, North Los Altos 
Water Company, requested increase~ water rates for service in Los 
Altos and Mountain V1ew, Applicatl.on No. 48907. On Decec.oor 14, 
1966, Citizens CalifOrnia requested increased water rates· in its 
Montara D1st'rict, Application No. 49023. Since certain issues 
are common or related in these proceedings counsel for these 
affiliatea corporations agreed w:f.th staff counsel that the 'records 
of all of these proceedings can be considered in arriving at the 
deCiSion in any proceeding. 
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76l73, dated September 10, 1969, partially granted the request by 

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

estimates of operating revenues, expenses, and rate base submitted by 

the staff for the test year 1968 and a rate of return of 6.0 percent. 

On February 10, 1970, applicants filed a motion ~~t appli­

cant!$ proposed rates be filed, subject to refund. In addition, appli­

cant requests rates affording a current :eturn of not less than 10-3/4% 

on ra:e base and that the Commission add to its decision provisions for 

additional revenue to take account of or compensate for: 

(a) Increased operating. costs in the l:3$t 18 months; 

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

(c) Provision for attrition of rate of ret~ to 
take cognizance of the probability of future 
cost increases. 

Rates ordered herein make moot the motion for intertm rates 

in this application. It is not appropriate to consider ex p~~te the 

requests for revenue in addition to that of the proposed :ates u The 

motion will be denied. 

The issues which are core=on to applicant and its affilia:e~ 

n3.ve been reviewed in Decision No. 76996, dated March 24, 1970, Appli­

cation No. 48905. Cons is tent findings of fact 3.$ may be requiree in 

this proceeding on common issues will be made herein without repeating 

the supporting opinions set forth in said decision whieh is hereby made 

~ part of this decision. 

Applican~ presented 6 exhibits ~d testimo~y by t~:ee 

~itnesse3 ~n support of its req~cst for authority to increase its =~t~$ 

and charges for 'W2.ter :;:~:vic4? Fol,l'J: witnC!sses from the Commission 

p=esented four exhibits setting forth the resel~s of their indepeneent 
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d d · .. f 1" . Y '1:>- d stu y an ~vest~gat~on 0 app ~cant s operat~ons. ~te protests an 

service problem presentations were made by four witnesses. 

Corporate Operations and Service Area 

Ine oper~tions of applicant and its parent corporation, 

Citizens Delaware, will not be repeated here since they are summarized 

in the decision on Application No. 48905. 

The applic~~t serves the unincorporated communities of 

Inverness, Sea H:rJcn, Drak~s Beach, and the areas ix:mediately 2djacent 

to these locations in Marin County. The facilities are divided into 

thr2c sys tems, each operating independently of the other two-" Wa.:c: 

production is from five creek diversions supplemented by five welU:. 

Storage includes seventeen tanks or collection points~ with a total 

capacity of 2::"3,000 gallons. At the end of 1968, thc:,e were :iliout 

52,200 fee~ of distribution mains in service. These range- from 1 'to 

6 inches in diameter" In 1968~ .applicant served approximately 375 

metered and 38 flat rate fire protection active service connections. 

~I This stmmary does not include th~ cxhibit~ introduced and witnesses 
~ho teztified on Scptember 7 and S, 1967, and does not include 
ex..;'ibi'ts and witnesses on rate of return in Applic~tion No lol [.9023 
and on c>'i:her cOCllllon icsu..:s :L....,. A?plica.tion No. 43905. 
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The average annual increase in the number of utility cus­

tomers has been less than 10 per year since 1964, with fluctuations 

in the amount of annual. increase./::l 

Applicant's Reguestcd Rate Proposal 

The following tabulation shows the present (prior to 

September 10, 1969) and proposed general metered service rates 

together with the percentage increases: 

Preser.t and Proposed Meter Rates 

:---------------------------------------:------~:~------~:~l~n~er~e~8S~e: 
: ______________ ~It~em~ __________________ ~:~Pr~e~s~en~e~:~p.~~~o~eo~s~e~d~:~P~er~c~c~n~t_: 

Monthly Quantity Rates: 

F1TSt 400 cu.ft. or less 
Next 600 cu.£t., per 100 eu.ft. 
Over 1,090 cu.£t., per 100 cu.£t. 

Annual M1nimu:n Charge: 

For 5/8 x 3/4-1nehmeter 
For 3/4-1neh meter 
FOT 1-inch meter 
For 1-1/2-1nchme'teT 
FOT 2-tnch meter 

Pe~ Mete~ Pe~ Month 

$ 4.65 
.60 
.SO 

55 .. 80 
72.,:00 

103,00 
174.00 
252.00': 

$ 8.70 
1.l26 

.920 

104.40 
135 .. 00 
202.50 
326:.00 
470.00 

87 .. ry. 
87.7 
86·.0 

87.1 
87.$ 
37.5 
87.4 
86.5, 

M:.. av~'X'age customer receiv1ng 600 ct:b:l..e fee: per month 

woul~ be billed every two months $11.70 undcr?~CDe~z rates and $21.90 

under proposed rates, an increase of 87 percent. 

Results of Operation 

Estimates of the results of opcr<ltit:>t'l. mzde by applicant <l:ld 

~taff ~dcr p=esent and p=oposcd rates 3r~ compared in ~he following 

Iz./ Since :!!?p,licant incorrec:~ly reports to the Cottmission the number 
of bills rendered rather tbzn active service connections, the . 
actual number of customers cannot be stated. 
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tabulation With ehe amounts adopted in this proceeding at rates 

which are authorized herein: 

SOMMA&Y OF EARNINCS 
l"EAR 1968 ESTIMAno 

Item 
Present Rate:il. 

A~plicant Staff 
Proposed Rnte~ Adopte4 - Applieant Staff Results 

Opera.ting Revenues 

Qpe'r~ting E?cpenses 
$ 28,043) $ 28,520 $ 51,978 $ 52,830 $49,150 

Oper. and YJaint. ~:s. 
Admin.. & Gen.:. & Y.6.:sc. Exps. 
Depreciation Expense . 
Taxes Other Than on Income 
Taxes Based on Ineome 
(Exel. 10% Sm-cha:-ge) 

Total Operating IXps .. 

!-ret Revenue 

Deprecia.ted. Rate Ba.:se 

Ra.te or R&t.urn 

9,662 9,,660 
6,097 5,060 
6,674 6,450 
2,561 2,540 

loeb (2~0~b 
25,094 21, 0 

2,949 7,060 

258,05;3 239,520 

l.l% 2.9% 
(Negativo) 

9,721 
6,097 
6,674 
2,561 

~1~Z2b ;0,;0 

2J.,)4S 

258,053 

8.3% 

a.. Rates e1'£cctive prior to Scpt~ber 10, 1969. 

Revenues 

b. Not adjusted for involuntar.y conversions 
e!'f'eet., inclusive ITC. 

c.. Exclusi vo ITC, a.djuotod for involWltary con­
versions effoct. 

9,660 9,700 
5,060 4,600 
6,450 6,450 
2,540 2,540 

6.z290b S ,~7Qc 
;0,000 :;2,260 

22,8:30 16,$90 

239,520 2;34,520 

9.% 7.z:J, 

The staff differs from applicant in the estimate of commer­

cial metered service revenues partly due to the staff'~ use of 8 

slightly higher a~ual consumptien per custome=, resulting from aver­

aging the latest five recorded years, 1963 through 1967. Applicant, 

in adjusting annual consumption for normal climatic conditions, has 

used we3th~r bureau data for PC:t..::.l.t.lmQ ~ the neal:'¢st avai13ble. The 

st2ff does not conSider this data applicable to the !nvernoss a~ea. 

We find the staff method of ~sti~ating ~evenue~ l:'~aoon~bl~_ 

It is noted that: interim rates .authorized by Decision No. 76173 are 
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estimated to produce $40,020' or $9,130 less thsn t:!le operating 

revenue requirement of $49~150 1ndic8t2d herein by the adopted 

results. 

Qpereting ancl Maintenance E~en3es 

The differences tn e$t~ees of net revenue are primarily 

the result of differences between epp11cant and the staff concerning 

administrative and general cxpen&es and the following aGditional 

items: the st4ff use of tlegQt:Lve .amounts for income taxe::; and the 

stafft s exclusion from rate base of $9,840 representing applicant's 

Well No.2. 

Administrative gnd General and Miscellaneous Expenses 

The issues of concern here are substantially the same as 

~hose discussed in the examinerTs report dated October 9, 1969, on 

Citizens Cal1forniaTs request for authorization to increase waeer 

r&tes in its Cuerne'~11e District. The discussion of differences of 

the esttmates of applicant and staff will not be repeated here other 

than to indicate the amounts found reasona.ble for ellis proceeding. 

The staff estimate of Employees T Welfare and Pensions 

Expense is $1,200 and that of app11eomt is $1,035. We find $959 eo be 

%easonable for this expense in th~s proceeding-

Applicsnt estimated Reguleto%y Commission E~cnses to be 

$1,898 and the staff ese1.ma.ted. them to be $970. We find tbe seaff 

esttm4te reasonable. 

Applicant estimated M~usl,Servicc ChergeG to be $2,569 

and the staff estfmated them to be $2,000 plus $300 for executive 

zsla1es e.r:.d ~es. We find $2,080 to be reucnsble for eh:r..e 

e~ in this proeecding. 
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We find $4,600 to be a reasonable est~te of administrative 

and general and miscellaneous expenses in this proceeding. 

Taxes Based on Income 

The issues of the surcharge on income taxes 4ud 1uve&~­

ment tax credit were all considered in Deeision No. 76996. 

Since a 5 percent surcharge to federal income taxes will be 

tIl effect for the first six months of 1970, we will mike a 1~75% tariff 

surcharge in the authorized ra't:es. Reflecting current income tax 

regulations, we have excluded the illves tment tax -:redit in the calcula­

tion of income taxes. 

Ra~e Base 

In th~ y~~=~ l~SO and 19G1 8ppl~can: drilled and e~1pped 

two wells With!:n 50 yards of ench other in the ns.ccond" valley. The 

production of c~ch well is cl.lcged to be 15 gellons per minute. The 

staff conte:l.dc tl:'-.at. epp11ca:lt in dril11.ng c:md equS.?:>ing tile second 

well of this group ~ be.z:n im~:-uclene 141. thAt clat4 avail&ble to appli­

cant indicated unfavorable prod:uetio:l.. Therefore, for rete-mak:i.ng 

pu:rposes the staff has e:l,;cludcd froe. rete bsce thc de9=aci.:lted 

or1g1Dal cost of drilling and equiP?ing the ~ccond w2ll. 

Applicant argued that bec~~se 0: 8~?licen:ts reliance upon 

surface waters as the principal source of supply for a major portion 

of this system, We1l No. 2 provides a vi~al w~ter source for 

emergencies. On one occaSion in 1967, the water in applicant's 

reserve tank for the Inverness area sank to a low level of four feet. 

Applicant argues this was dangerous since if water then hed been 

necessary for fire protection, the additional waec~ source p=oviaed 

by Well No. 2 would have become crucial. Applicant reported that 

the well on October 30, 1968" flowed at somet4h.ae less than 5· gallons 

per minute. The Commission in Decision No. 65404, daeed May 14, 1963, 

Application No. 44221" el1minated eMs ~'ell from ehc r.ae~ base .. 
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We note that applicant has' received at present rates' $14,295, 

or 611. of its gross operating revenue in January 1967 ... Here ,as described 

in Decision No. 76996·, on Application No. 48905, the prepayment by . 

customers of revenues generates funds available and used by applicant 

to provide utility service. We find it reasonable to reduce the staff 

rate base by $5,000 .as the average amount of working cash advanced 011 

customers, which applicant was provided in excess of the needs for the 

payment of operating expenses in advance of·, the receipt of revenues.1)lld 

for other necessary current assets, such as working funds, special 

depoSits, bank balances and prepayments, and which applicant could 

use for other corporate purposes. 

We find reasonable the weighted average depreciated rate 

base to be $234,520. 

Service 

The substantial ~provement in app1icant Ts service since 

ilts last rate increase application in 1962 is demonstrated by the 

d~~crease. in requ1red hearing time at Inverness from four days 'to that 

of the present proceeding of less than one and one-half clays and the 

decrease in the n~ber of public Witnesses from seventeen to four. 

One customer complained of low water pressure resulting 

from a number of homes being served by the inadequate main eo the. 

eustomer T s elevated premises. The customer test1f1ed that: remed:Les 

are available which have been vetoed by management. 

Two other w1tnesses compla:Lned of the chlorination ~ one 

commented the water WQS dirty on occasion. 

A Witness complained of the lack of action by applicant to 

his written complaints and of the failure of applicant eo repair a 

road washout follOwing the installation of a wacer ms1n and heavy 

ra:L'IlS", wh1e.h. made acces.s. 1roposs1ble to the ccmpla1D81lt:. 1 s home. At;cess 
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was restored after five weeks ~t the road was 'oot properly graded 

by applicant. The Witness testified thstapplicant,'afte4'hI.;t\'1.ng 

been adVised of his complaint to the Commissicn thatn01~e £r~ a 

booster pump 1n:erfe=ed with sleep, substantislly i~provcd the 

pump opezr..tion 'but pexmic.t:ed the noise to l'"eC~'=n w:t'l;hin three tr.ontbs .. 

From. thi:s record, it appears trllS?Pl:LC:l.."'lt' s local 

representative 'is a very cooperative man. 

We will reiterate here what we said i~ the dec~s1on on 

Application No. 48906, regarding se1:Vice in the Niles l)i~trict: 

"Applicant, as a public utility, does not have 
the option of disc-rim1nsting between its C\1.Storners 
by w:l.llfully giv1ng some customers less than 
adequate service merely beca~e reve~ues produeed 
by the service improvemeDZs could be ins~~fi~ient 
to establish the project as economically profitable." 

~e add that if applicant is unable to render service in aceordanee 

~th the standards of this Commission, it should request Commission 

authorization to dev1.ate from the Comrn.ission ~s prescribed serv1ee 

standards. 

Applicant has ::r.ubstantially 1mp-roved. its. sC'%'V1ce since its 

la.st rate case. The value of the serv1.ce and improvement in. se%'V1.ce 

Will be eons1de-red in the dete-xm.1na.tion of the ra.te of -reet1rn allowed 

in this proceeding. 

Accounting 

Staff recommendations on the accounting procedures of appli­

cant's affiliate, Citizens California, were reviewed in Decision No .. 

76996, Application No. 48905. The diseussion and ordering paragraphs 

on accounting matters contained therein apply to applicant's water 

operations and will not be repeated herein. 
I ..... fI. ____ • __ ..... ___ .... ___ •••• _~ ___ ___..__ ... ......._.... _________________ _ 

5/ - In the presence of applicant's attorneys~ staff representatives 
and the examiner, d~ng a short recess in the hear1ng~ a numbe~ 
of app11cant Ts customers commended highly the dedication. and 
willingness of app11eant f s local representative to, do all in his 
power to maintain wa.t~ se-rv1ce, even during the most adverse 
condition of storm and darkness. Unfortunately these comments 
are not in this reeord, exeept .as S'tJmm,Q.rized by 8. customer at 
Ir. lOS. 
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Findings and Conclusions 

The Commission finds that: 

1. Applicant is in need of revenue in ac.c;.tion tt.' t;:'..:1t pro­

duced by rates in effect on and before September lO, 19G9. 

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

rate base is reasonable. It is estimated that such rate of return 

will provide a return of 8.68 percent on common equity allocated 

to applicant. 

4. The rates and charges authorized herein are justified; the 

rates and charges authorized herein are reasonable; and the presc~t 

rates and charges, insofar as they differ from those prescribed 

herein, a~e for the future unjust and unreasonable. 
" 

The CommiSSion concludes that the application should be 

granted in part. 

An average customer USing 600 cubic feet of water per 

month will be charged $20.20 every two months, an increase of about 

73 percent. 

ORDER 
-,......-'-"~ 

IT IS ORDERED that: 

1.. After the effective date of this order, Inverness Water 

Company may 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 days after 

the date of filing. The revised schedule shall apply only to serv­

ice rendered on and after th~ ~£feetive date the=eof. 
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2. All motions not heretofore acted upon are h~=eby denied. 

The effective c:1ate of this order shall be t'l;'''~nty clays 

after the date hereof. 

Dated at san EnmclflCP , Ca1iforni.1, this p-117 
day of MAl.. ' 1970. 
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APPENDIX A 
Page 1 or 2 

Schedule No. lA 

.. 

ANNUAL METERED SERVICE ('1') 

APPLICABILITY' 

Applicable to all metered. water service !'urn1shed on an a.nnueJ. 'ba.:3is .. 

TERRITORY 

Inverness., Drakes Bay and. vicinity, Ma.rin County. 

RATES 

Month~ ~tity Rntes: 

Per Meter 
P~r Month 

First 400 cu.1't. ()r le!l~ ............... . $ 8.50 
.80 
.70 

(I) 
Next. 600 cu •. 1't .. , 'P~r 100 cu.1't. .. •••••• 
Over 1,000 eu.!t., per 100 eu.rt. • ........ . 

Annual Minimum Charge: Por MBt~r Pr.r Yenr 

For 5/S x 3/4-ineh m~ter 
For ;/4--ineh meter 

.................• 

................. 
For l-ineh met~r .......•......... 

, , , , 
r , 
I , 
T 
I 
I , 
I 
I 
I 
I 
I For l~-ineh mete~ ................. 

For 2-ineh meter ................. 

$102.00 
1)8.00 
204.00 
342.00 
480.00 <I) 

The Anm:ual Minimum Charge "ldll ontitle the 
cuotomer to the quantity of water each mon 
month which one-tweltth of the annuam min­
iml.ml chargo will purchase at tho Monthly' 
Qu.:lntity Rates. 

SPECIAL CONDITIONS 

1. The annual minimum charge applio!l to service d.uring the l2-month 
penod commencing January 1 and is due in advance. It a permanent rosident 
01: the area. h.a.s been 3. customer or tho utility for a.t leaot 12 montM, he 
may elect, a.t the b.,ginning or tho calend.ar year I to pIly prorated. minimum 
charge~ in advance at int~rva.ls o£ less thA.n one yeor (monthly', bimonthly 

(Continued) 
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APPENDIX A 
Page 2 of 2 

Schedule No. lA 

ANNUAl ME'l'ERE:O . SERVICE 

SPECIAL CONOITIONS--Contd. 

or Cl.ua.rterly) in accordance with the utility's e3tabli3hed b:lll1ng periods 
tor water used in exce3S or the mont~ allowance under the annual minimum 
charge. When meter: are read bimonthly or q,ua.rter~, the charge w.Ul 'be 
compu.ted. by d.oubling or tripl1ng, re::J~eeti vely-I" the n\lmber or cubic teet 
to whiCh e4ch block rate is appl1eabl~ on a monthl1 0&3is. 

2. lhe opening bill tor metered service, except upon conversion tram 
nat ra.te service, shall be the estabJ.ished annual.. minim'l.lm charge tor the 
~erv1ce. Where initial service is established after the first day or ~ 
Year, the POrtion or such annual charge applicable to the current yoar sllaJ.l 
be de'terminod by multiplying the o.M\Uu charge by Olle three-hundred-sixt.y­
firth (1/365) ot the 'D.\Jmber ot days remaining in the c:aJ.onw year. The 
balance or the ~ent ot the initicJ. annual charge will. be cred.i ted. 
against the charges for the succeeding annual period. It service is not 
continued. tor at least one year a.1'ter tho date or initial service, no, 
retun~ or the initial annual charges ~hall bo due the customer. 

3. Until the 5 percent surchnrg~ to Federa.1income taxes i3 removed, (N) 
all bills computed under the above tariff will be inere~ed. by1.75 percent.(N) 



." 

As. 48906~8907) 49023, 49024 MM 
Ds. 77210, 77211, 77212, 77213 

A. w. GATOV, COMMISSIONER, Dissenting: 

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 ~he posi­

tion of the Hearing Examiner who pres1~ed at all the hearings. 

! think it import~nt that there be documented~ the reasons why 

the assigned Rearing Examiner does not support the majori~y 

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

porated herein by reference, a~ par'~ of my dissen:, his memo­

randum on the subject. 

Attachment 

Dated at San Francisco, California, 
May 12, 1970. 



TO THE COMMISSION: 

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

May 5, 1970 

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

!hese 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 
~ccelerated depreciation on its California prqperties 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 inf.l~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 plaut accounts as the result of ~nipulations by Citizens 
of the Mutual Service account. 

The i~rovements 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 publi~ 
react~on because of increases in rates without discernable serv~ce 
impr~vements. The decision for Niles, Application No. 48906! 
pro~des for increased earning when service is improved in N~les 
Canyon and Niles business district but ignores the almost universal 
customer dissatisfaction with service. The decision for North 
tos 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 estimate can 
not be used to indicate improved cuseomer satisfaction with servi~e. 
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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 much 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 
instances where the economic eost of service improvement is not 
justified, the service problems being specifically determined by 8 
comprehensive survey by applicants of customer aud system service 
deficiencies. 


