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Decision No.. 84346 

BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA 

Application of CITIZENS UTILITIES 
COMP &"rr' OF CALIFORNIA to increase 
its rates an~ charges for its water 
system serving the Niles-Decoto "' 
area in A1ame~a County .-.' . 

Application of CITIZE~JS UTILITIES 
COMPANY OF' CALIFORi."UA· to increase 
its rates and charge.;sfor its 
water system serving.the. Niles
Decoto· area in Alameda County • 

Application No. 53178 
(Filed· Febru.ary29, 1972; 

rehearing granted 
October 30, 1973)' 

Application No-. 54960' 

• 1ohn H. En,Q:el and Paul Alexander, Attorneys 
at taw,~or Citizens Utilities Comp~~y of 
California, applic~~t. 

Walter H. Kessenick, Attorney at Law, for 
the CommiSSion staff. 

DECISION ON REHE~~ING 

Deci~ion No. S4039 dat~d January ZS, 1975 ~~ thes~ pro
ceedings is entitled "ORDER REOPENlNG APPLICATIO!~ NO. 53178, MODIFYING 
DECISION NO. $J855, .~'ID CONSOLIDATING APPLICA.TION NO. 53178 -mH 
APPLICATION NO. 54960". Decision No. $40.39 states as :f"~11ows: 

"On December 17, 1974, we issued DeciSion No. 83855 
in Applica~ion No. 53178. By that deciSion we decided 
that liberalized depreciation and the job development 
investment credit should be treated on a normalized 
baSis in the computation of federal income tax. Support 
for this action was based wholly On Decision No. $3162, 
an opinion in a proceeding inVOlving The Pacific 'I'ele
phone and Telegraph Company (PT&T). 

"While it is true that we ~rmitted normalization in 
the PT&T proceeding, We also imposed a limitation 
thereon. Thus,. in Decision No. S3540, We provided 
for a procedure to insure that the rates authorized 
PT&T would not result in earnings that produee a 
rate o~ return 1n excess o£ that allowed in Decision 
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No. S3l62. No such limitation was imposed by 
Decision No. e~855 with respect to the rates of 
Citizens Utilities Company (Citizens). 

"In addition, it now appears tllat we mistakenly 
stated that JDIC should be treated on a nor
malized basis. In Decision No. 81821, We 
specifically recognized that Citizens computed 
JDIC • ••• on the 1971 and 1972 plant additions 
a~d deducted '.5 percent (spread over 28 years) 
of this credit as an annual amount from the 
federal income tax.' This is ratable now
throU&~, not normalization. There is no 
evidence in this record to show that Citizens 
is· proposing to change its method of dealinz With 
JDIC. 

'~e above-noted discrepencies should be corrected. 
However, in light of Public Utilities Code Section 
l70$ we recognize that an opportunity to be heard 
must be affOrded ~arties in Application No. 53178 
betore a modi£ication to Decision No. $3$55 can 
be effected." 
Decision No. 840.39 ordered that Applicatio:l !~o .. 5.317$ be 

reopened, and that certain proceduresbe established ~ the absP~ce of 
the filing of a written protest by Citizens. Such a protest was ticely 
tiled. Public hear1ng was held before EXaminer ~~lory at which oral 
argument on the issues raised in OrderL~g Paragraphs 2 and ~ of 
Decision No. S40.39 was made by Ci~izens and the staff.lI 

11 Orderinz Paragraphs 2 and 3 of Decision No. S4039' read as follows: 
"2. Unless a 'Written pro~est is filed Within three (3) days 

after the effective date of this order, Decisio:l Uo. $3855 
shall be mOdified by the addition of the followinS orders: 
(~) Citizens Utilities Cocpany is hereby directed to· file 

With this Oo~ssion results of operations reports 
for its Niles-Decoto area, on or before ~~y 31, 1975, 
detailing its earnings for the quarter ending ?~ch 31, 
1975, and the 12-month period ending March 31, 1975, as 
specified in ",Appendix A' of this order. Citizens 
Utilities Company is further directed to' file results 
of operations reports tor its Niles-Deco~o area for 
each quarter subsequent to Y~ch 1975, detailing its 
earnings for the 12-month period ending that quarter 
as specified in 'Appendix A' of this order. Each 
q~~erly report subsequent to the initial repo~ 
shall be tiled no later than 60 days after the close 
of the quarter involved. 

( ContL"lued) 
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It appears that Finding 1 of Decision No. $JeS5 should be 
modified to correctly state o~ treatment of Job Inv~stment Tax 
Credit in that decision (Ordering Paragraph .3 of Decision No. 840.39). 

The arguments presented in the reopened proceeding indicate 
that in relation to the amounts involved in the PT&T proceeding (and 
in General Telephone of California, Decision No. 83779) the 'to'tal 

dollar effect of the limitations on normalization or liberalized 
depreciation and job development investment tax credit involved have 
little effect on the annual a1"ter-tax income in the Niles-Decoto 

11 (Continued) 

(b) Citizens Utilities Company shall within ten (10) days 
or the date of this order advise the Commission and 
the parties to these proceedings whether, in co~~ec
tion 'With any order issued by the Commission in Case 
No. 9$65 instituted concurrently herewith indicating 
to the Company th~t it appears. to the Commission that 
the Company may be realizing earnings which result 
in a rate or return in excess of that allowed by 
Decision No. elS21, it consents to the inclusion in 
such order·of a provision requir.L~g that rates col
lected subsequent to the date of such order Will be 
subject to refund pending determination by the 
Commission, .af'ter hearing, or the justness a."'ld reason
ableness of said rates, and thereby waives the prior 
hearing requirement set forth in Section 72e of the 
Public Utilities Code. 

".3. Unless a 'Written protest is filed within three (3) days 
after the effective date of this order, Finding No. 1 in 
Decision No. $3855 shall be modified as follows: 

'1. Liberalized depreciation should be treated on a 
normalized basis as provided in Decision No. $1821; 
the Job Development Investment Credit should be 
treated on a ratable flow-through basis.'" 

-.3-



I 

A_ 5317S, A. 54960 bw 

area or Citizens,and that the e~ensive reporting procedures set 
forth in Appendix A of Decision No. $4039 would caUSe an undue 
burden on Ci~izcns Without any o!fsetting benefit to the Citizen~' 
customers. 

FolloWing hearing, we find that Decision No. $3$55 should 
be amended as set forth in the following ord.er, and that reporting 
and re!und procedures contained in Ordering Paragraph Z or Decision 
No. S40,9 are unnecessary and should not be adopted. 

ORO~R ------
IT IS ORDERED that: 

1. Finding 1 of DeCision No. $)$55 is modified as follows: 
1. Liberalized depreciation should be treated on a 

normalized basis as provided in Decision No. 81S21; the Job 
Development Investment Credit should be treated on a ratable 
flow-through baSis. 
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2. L~ all other respects Decision No. e;S55 in Application 
No. 53173 shall remain in full force and effect. 

The effective date of this order shall be twenty days 
after the date hereof'.. . ,.,,;.... 

Dated at ___ ,Stm __ Fr:u::. __ Cl.8e_· _0 __ -" California, this ...z..,t_ 
day of A ,oRr/. t , 1975 .. 

V~ __ 
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