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Decieiou No.~~~ 
. . 

BEFORE THE PUBLIC UTILITIES COMMISSION OF mE STAl'EOF"CA.LIFORNIA 

Application of NORm LOS ALIOS WATER ) 
COMPANY to increase its rates and. \ 
charges for its water system serving 
portions·' of the cities of Los Altos. 
and Mountain View in' Santa Clara" 
County. . 

Appl1eationof FRANCIS lAND AND WATER 
COMPANY to increase its rates and, 
charges for its water system serving 
the town of Ferndale and adjacent 
unincorporated territory in Hcmboldt 
County. .' 

Application' of .JACKSON WATER: WORKS, 
INC. to ~crease its rates and 
eha.rges: 'for its water, system. Serving 
the city. 'of . Jackson and· adjacent 
terri~ory in Amador County. 

". 

Application No.' 532'17 

Application No. 53250 

Application No. 53288 

DECISION ON REHEARING. 

On January 8-, 1974 the Commission issued ,Decision· No. 823.10 
in Application No. ,53250 (Francis. I.and and Water Co.ny). Ordering, 
Paragraph 2 reads as follows: 

"2. Further hear1ng for determini:ngthe proper method 
that applicant should use in computing depreciation for' both 
state and federal income tax purposes. shall be held at': a, 

. . , . 
time and place to be set. n. . ... 
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On January 29~ 1974 Francis Land' and WaterCompanyf!led 
a "Petition to Enlarge Further Hearings" ~ The petition requested 
th~ Cotm:rd.ssion to include the 'following issues in 1:hefurthe::-' 
hearings.: 

"1 .. 

"2. 

"3. 

"4. 

the allowance of a. ~ate of return of only i~ 70'7. 
on the adopted rate base and the resultant 
return on common equity of only S.961.; 

The order that applicant ~se only a 7.51. rate 
in capitalizing interest during construction; 
The allowance of only the staff, estimate of 
legal fees and other rate ca~ expenses incurred 
in these rate proceedings'; 

The adoption of the staff computations and treat­
ment of investment tax credit; and' 

"5. The use of negative income taxes. n 

On April 9~ 1974 the Commission. issued: Decision No. 8270Z 
which reads as follows: 

"ORDER 'GRANTING REHEARING 

''Francis Land and Water Company baving filed a 
pleading entitled Petition to, Enlarge Further, Hearings, the 
COmmiSSion having dete%minoo that said pleading should be 

treated as a petition for rehearing of Decision No. 823~lO 
and the CommiSSion having considered each and everyallega­
tion thereof~ aud being of the opinion that good cause has 
been shown. for rehearing of the issues of interest during 
construction and legal fees and regulatory expense, 

"IT IS HEP.ESY ORDERED tbat rehearing of Decision 
No. 82310 is gra:a.ted~ said rehearing to be limite<:tto the 
issues of interest during construction and legal fees and 
regulatory expense. 

"IT IS :E OECtBER ORDERED that r o hp.Ari1.1.s ~hall,.be 

-2- " , 
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On June 20, 1974 the Commission'issued DeCision" No .. 83019 
which reads as follows: 

"ORDER INVITING SUBMISSION OF BRIEFS 

"On May 29, 19i4 the Commissioner of Internal 
Revenue approved certain amended regulations pertaining. to 

the depreciation allowance for, property of certain~ public: 

utilities. Said amended regulations-were published June 7 " 
1974 inVolume3~N~. Ill, pages 20194-20203 of the 
Federal Register .. 

. tr'I'b.ere£ore, IT IS ORDERED tba t parties to Applica _ . 
tion No. 53250 are hereby allowed the opportunity to f:f:le 
briefs· on the matters raised by the amended: Internal 

Revenue Service regulations.' Such briefs sbali be con­
current and. shall be filed no later than July 3, 1974,. 

"Ihe Scope of the briefs;to be filed should include 
the "availability of the use of 'pro fOrma' normalization. 
by the Commission in its regulatory activity; the . effect" of 
the use of such a method on. the taxpayer's eligibility to 
use accelerated depreciation; andwhedler the regulationS 
are consistent with Section 167(1) of, the Internal Revenue 
Code and the T.-ax Reform Act of 1969." 

On July 3, 1974 Francis tand and"' Water Company filed a 
"Brief of haneis !.and and Water. Company in Response to, Decision 
No. 830l9". 

-3-
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On August l3~ 1974 North Los Altos Water· Company~ Francis 
Land and Water Company, and Jackson Water Works" Inc •. filed a 
"Petit10n for Consolidation of cases, Elimination of Formal Hearings 
and for a Joint Schedule for Filing of Exhibits and Briefs'~.l/ 

Applicants suggested· the following schedule· for submis:s10n . 
of exhibits and· briefs: 

(a) September 10, 1974: All parties to present 
concurrent exhibits. 

(b) Sept~ 20, 1974: All parties to present 
concurrent opening brtefs. 

(c) September 30, 1974: All patties to present 
closing briefs. Such briefs and exhibits may 
include all relevallt evidence introduced in 
connection with Application No., 53178,. 

. .. 

On August 25, 1974 the staff of the eomm:£.ssion filed a 
"Response of Staff to Applicants" Petition for ConSolidation of ~ses, . 
etc. tJ in which it stated: 

"l'b.e Commission Staff bas reviewed applicantS.' 
petition filed on August 13; 1974" and the records 
in the insta.nt matters, and bas no obj ection· to 
the granting of said petition. . 

"However, due t:o schedule conflicts and work loads" 
the Staff requests that the proposed briefing 
schedule be extended to the follOwing dates: 

(a) October 11" 1974 - exhibits; 
(b) October 20, 1974 - opening briefs; 
(c) October 30 ~ 1974 - closing briefs. rr 

11 !n DeCisions Nos .. 82376 and 82701 ~orth Los Alt:os Water. Company) 
and Decisions Nos. 82361 and 82700 (JaCkson Water Works, Inc .. ),. . 
the Commission ordered further hearings 'and rehearings with .. 
re~ct to the fOllowing issues: .,. 

Applicant Issues' 

Accelerated TaX Depreciation. 
North los Altos Water Company» Interest During Constrt:et!on 
Application No .. 53217 I.egaland Regulatory Expense 

Jackson Water t-lorks ~ !nc .. > 
Appli~~ion No. 53288 

-4-
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The Commission.~ on. October 16~1974, issueci Decision 
No. 83611 which ordered: 

"1-: Applications- Nos. 53217~_ S3250~' and 53288 are ". 
hereby consol1datect., 

"2. The further hearings previously ordered, by the 

Commission. in these three app lieations are canceled .. 
u3. All parties may submi1: written exhibits and 

briefs in accordance with the following schedule: 

a.. November 1, 1974 - all parties to present: 
concurrent exhibits; -

b. Novenber 12~ 1974 - all parties to present 
eonc:u.nent opening. briefs; and' 

e. November 25, 1974 - all parties to present -
closl.ng briefs. ,,' . 

''The effective date of this order :[sthe date , , 

hereof. fa , _ _. , 

On. November 12, 1974 appli~ts ,filed 3' document: 'entitled 
"Applicants 'Opening Brief" • ~ 

By letter dated November 25; 1974 aclcii-essedto, the assigned 
examiner, applicants stated: 

'lIn accordance with Decision No. 83611 consolidating; 
these proceedings and establishing a schedule for 
the submission of exlU.bits and briefs, applicants 
have submitted their Exhibits on Rehearing on 
November 1, 1974, and their Opening Brief on 
November 12, 1974. Applicants have received no . 
exhibits or briefs from any other party. As -a 
result, no arguments have been raised by any other 
party in these proceedings against applic:a:o.ts' 
position as set forth in their exhibits and Opening 
Brief already on file herei:n. Therefo:re" app-licants 
hereby stand on their exhibits and 0pen:Lng Brief 
which are already before the Co'lXllllissiou..;. , - _ 

- -
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''We have spoken with staff counsel on this matter 
and understand that there will be no further 
briefs. filed by the Co1Ilnission staff. Therefore, 
unless there is some last-m1nute change in this 
poSition or some new argument advanced by way of 
closing brief by any other party ~ applic:a.nts 
submit this matter for deciSion by the Commission 
as of November 25, 1974. In the event of such a 
last-minute brief being filed, however" Citizens 
asks for one week from November 25, 1974 i.n which 
to respond to any new arguments raised, therei.n." 
No "last-minute" brlefs ,were filed by any party_ Ihe 

matters therefore" are ready for decision. 
In their brief, applicants. argue as follows: 

"In Decision No. 83611, the Commission ordered· the above 
three rate ap?l1cations consolidated for purposes of rehearing., .The 
reason for the consolidation was that each of the three proceedings 
involved identical issues, with two. minor except10ns.~/ . 

"'I'he ·issues of interest during: construction and . legal and 
regulatory expense are also virtually identical to those issues as. 
raised in Application No. 53178. Accordingly, applicants incorporate 

. . 

herein by reference the briefs submitted on those issues at the re ... 
hearing in Application No-.. 53178. Copies of the related portions of 
these briefs are attached hereto.. , , 

'~lthough the figures quoted with respect to· legal and· 
regalatory expense in the attached brief differ from application to 
application, the legal arguments advanced in support thereof are the 
same. The proper figures for legal and· regulatory expense in each 
of the three rate applications now consolidated for reb.eariUg'before 

2:.1 !'he two exceptions referred to are the addit:ton of 'materials~ 
services., and miscellaneous expense as. au .:tssuein App,l:tcation 
No. 53217, and the deletion of interest during construction, ~ 
an issue in Appli.ea.ti.on No. -..53288. .• 
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the Commission are plainly set 'forth on pages 23 through 27 of t:he 
.exhibit of applicants re legal and regulatory expense f!led~l in 

these proceedings on November 1, 1974. 
'''rhe issue of the proper calculation of accelerateddepre­

ciation for ratema.king purposes has already been treated 'in briefs 

filed on behalf of each of ~e applicants in this rehearing in 
response to Decision No. 8:3020. '!'bese briefs a.re already' on file 
with the Comx:cission, and a. copy of these briefs, bas already' been ' 
served on .all parties in this proceeding .. ~/ , " 

"The only remaining. isSue which bas not yet, been treated in 
briefs heretofore filed with me Commission is the issue of materials, 
ser.n.ce, and miscellaneous expense which relates only to Applieation 

No. 53217. A straightforward exhibit on th1~ issue has been filed 

with the Cotm:nission en November 1, 1974 in accordance with Decision ' 
No. 83611, which consolidated' these proceedings. Applicant' bas, 

received 110 exhibit from the Commissi,on suff.. Applicant North !.os 
Altos ',Water Company submits 1:b.at its uncontradicted calculations 
contained in that exhibit are plainly the proper calculations: for 
materials, services, and miscellaneous expense." 

Application, No. 53178' referred to in applicants' brief is 
entitled "Application of Citizens Util1tiesCompany of Cal:tfornk to 
increase its rates and charges for its water system serving ,the Niles": 
Decotoarea in Alameda County". The application .was filed on . 

~/ Applicants r conception of "filed" means hand delivering 3 cop!.es 
of the ey.h.ibit to the "reheariugexaminer". . 

~I Briefs on the accelerated depreciation issue filed in response 
to the Commission invitation contained in Decision No. 83020 were 
filed with the Cotrmission on behalf of· each applicant· in these . 
proceedings and served upon all parties in these proceedings o~ 
July 3~ 1974. ... . 

I, ' ". 

-7-



e 
P ... 53217~et ale ep 

' . .. 
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February 29~ 1972. Decision No. 81821 dated AugUs.t,28:'~1973 was 
issued in the matter. Rehearing was granted by r>eC1sion'No-.. 82067. 
dated October 30, 1973 as clarified: by DeCision No. 82'159' dS.~ed' 
November 20, 1973-. Rehea:ing was limited' to. the four issues of. 

treatment of liberalized depreciation; interest during construction~ 

ndequ.;:,cy of service, and legal. and regulatory expense. 
By Decision No. 83855 dated December 17, 1974 we found that 

liberalized depred.ation for federa.l income taxes: should .betreated on 
a normalized basis as provided in Decision' No. 81821; that' 7.5 percent 

, .. 
net--after-tax interest-during-eonstruction rate which is substan-

tially equivalent to the 9.00 to 9'.69 percent gross-be fore-tax 

interest-during.-construction rate sought to be used by' Citizens 
Utilities Company of california. (Citizens) is reasonabie;'and that it 

is not reasonable to: include in the' legal and .regul.a.toryexpen.seof 

Citizens for purposes of ratemald.ng in this proceeding the fees· of 
two attorneys. 
Ap?lica.tion No •. 53217, North Los Altos 'W.1.ter CO,!DP:B-ny 

On January 22, 1974 the Cotm:d.ssion issued Decision No. 82376 

in which it adopted - for the purpose of that decision only -
flow-through income ~ treatment. A decision on the merits of 
flow-through versus normalization was reserved for further hearings. 
Further hearings on Citizens r Niles-Decoto Application No;. 5317$ were 

beld, and Decision No. 83855- was rendered ontbe merits. We found 
(in Decision No. 83855) that liberalized depreciation for federal: 

income taxes should be treated on a normalized basis. We will" 
therefore, modify the adopted results of operation in' Decision 

No. 82376 to reflect the change" from flow-through to normal:ez8.d:on. 

" , 
',' 

.: ' 
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We decided the issue of interest during construction in 
Decision No. 83855. Our findings and conclusions. in that decision 
require no change in the adopted· results of Decision No. 82376. 

In regard to rate caee expense in D.ec1sion No .. 8237~ we said:· 

"Applicant esttmates legal and regulatory commission 
expense at $11,100 per year. This estimate is . 
comprised of p:esent rate ease expense ($S~370), 
prior rate ease expense ($4,500), legal fees 
entailed in dispute wi~h city of Mountain View 
($1,000), and miscellaneous legal expenses. ($300) .. 
'!'be staff originally estimated an allowance of 
$3,.840 per annum for these expenses by calculating 
present rate case expense ($2,280), prior rate case 
expense (~770), Mountain View legal fees ($490), and 
miscellaneous ($300). . 

"Applicant's estimated total for the current rate 
case is $16,.100 amortized over three years at a 
yearly expense of $5,370.. . This includes ~5,200 . 
h~g expense for legal fees, trAnscripts, and 
miscellaneous expenses; $5,.600 for attorney prepara­
tion and briefs; $750 for preparation of the 
application and exhibits; $4,350. for travel and per 
diem; and $200 miscellaneous. Staff's revised 
estimate provided for $250 hearing expense, reflect­
~the fact that Stamford· counsel conducted the 
hearings, rather than. local counsel. Staff estimate 
also all~s four days. for attorney preparation at 
$50 per hour for a total of $2,100, $869 for, pre- . 
paration of the ap~lieation and eXhibits, $2,760 for 
travel and per diem, and $250 miscellaneous. From 
examination of exhibits and testimony, the $6,220 . 
total estimate of the staff is ad~uate and reasonable 
and the per annum expense of $2,100 will be adopted. -

"Applicant bas included in its test year amount 
$4,500 for the Ulladjusted cost of applicant's 1969 
rate proceeding. In that proceeding, the Commission 
allowed $770 for regulatory expense based on a five­
year amortization of an adjusted total allowance. 
The staff has included this $770 in its allowance 
for 1972 since applicant has not recovered the full 
amount allowed for that proeeeding.- '!'he. staff ... 
approach is reasonable and will be. adopted •. 

-9-
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r~pplicant bas incurred a $4,857 legal expense for 
litigation with the city of Mountain View over 
service area infringement problems. Applicantbas 
written off this expense over a five-year period 
and included $1,000 in it:s 1972 estimate.; Since 
this is a non-recarring type of expense, the 
staff has written it off over a ten-year period, 
or $490 per year.. The staff's treatment is 
reasonable and will be adopted. 'The adopted 
estimates, together with $300 miscellaneous legal 
expenses, total $3-,650 for test year legal and' 
regulatory coz:m:nissio:l. ~e. rr 

In its exhibit applicant shows the following: 

North los Altos 'V7ater Company 

Stum:lary of I.ega.1 Expense 
1972 - 1974 . 

1972' $3,668.99' 
1973 2,240.15 
1974 1,363.00* 

Total legal CA"Pense $7 ,272~ 74 
* Includes $337.50 estimated fourth quarter, 

1974 legal expense.. ' 

1972-1974 Rate case Expense - Excluding;ega1 

(1) 
Total 

General 
Charges 

(2) 
Allocated 

To NI.A 
27.141.* 

(3) (4) 

Payroll 
California 
Stamford 

Personnel &'Xravel 
CalifOrnia 
Stamford' 

Transcripts 

$ 2,218-
2,580 

. Pri:a.ting, Reproduction 
Consulting Fees 
Witness: Fees 

.' 
" 

$ 602 
700 

(3~ F .. Utley) 2 .... 29S· ..... )'" 624 

Direct Total, 
Charges' (2' &3) . 

$:l,O~: 

.38&' 
557:. 

• ,i. 

274 ... '.'.' 
43: .' 

SsZ', . 

. 48:1'" 
. 1984;' . ~ ...... . 

'274:' 
'43':,' 

582: 
. . 

624-
$12,.702 !: $3,.448 $2>897' 

* . PM l:loeation based ::ou 4-f4ctor formula.' . 
. ,$6345 , , , 

. -io- . 
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In regard to materials~ services, and miscellaneoas' expense 
in Decision No. 82376 we said: 

"In the estimate for materials, services and 
miscellaneous, applicant exceeds staff by $4,700. 
According to the staff, this. is due mainly to 
applicant's having based its 1972 estimate 
entirely on its recorded· 1971 expense, which was 
extraordinarily high. Over the six-year period 
from 1954 through 1969, this expense averaged 
about $6~300 per year. 'Ihen in 1970 the expense 
jumped to $13~800 and in 1971 to $18,000. 
However, the recorded figure for the 12 mOnths 
end1ngAugust 31, 1972 was back clown to $9,500. 
The staff used as its estimate the three-year 
average from 1970 to 1972. 

"In rebuttal to the staff's testimony? applicant's­
sys~ems engineer testified that in the past its 
normal maintenance expense on wells and pumps . 
was $7,000 to $8,000 annually, and that in 1973 
there was a requirement for an additional 
$12,500 for repairs.£1 He testified that the 
higher level of expenses will continue in the 
future and in effect will become the historical 
norm. 

"Applicant was directed to file an exhibit (.eXhibit 
16 late-filed) which would show actual expenditures 
as well as estimated expenditures for amounts in 
the various accounts. Exhibit 16- substantiates 
neither applicant's estimate nor the staff"s 
estimate. Exhibit 16 shows an annual average for 
1970-1973 of $9,711 as compared to applicant's 
estimate of $18,400 and staff's estimate of 
$13~700. It is interesting to note- that in 1972 
applicant did not spend a dollar on major well and 
pump repairs. Exhibit 16 is the'latest and 
presumably best evidence on which to base an 
estimate for rate-making purposes. Thus,. we will 
allow $9,700 as proper for materials, services, 
and miscellaneous and adopt the staff's estimates 
for the other items of expense as being reasonable-; " 

"2/ Applic:atit r s system contains' 18: wells. If· 

-11-
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Applicants r exhibit regarding materis.ls~ services ~ and 

miscellaneous expense consists of two pages - a' coversbeet and the 
following: 

North Los Altos Water Company 

Materials, Services, and Miscellaneous Expenss 
(fest Year 1972) 

Supply ~ Power ~ 0: Purification 
Transm1ssion& Distribution 
Customer Accounting. & Collecting. 

Total Ma.ter1als~ Serv1ces~ and 
Miscellaneous Expense . 

Additional'Revenue Required 'to 'Correct 
for Understatement of Materials ~ 
Services~ and Miscellaneous Expense 

Decision' 
No. 82372 

$9~700' 

$9~700 . 

Proposed .. ' 
.... AdJustment, 

Tc>·Deci·sion, 

, ~'9'~:70(}::" 
.. ' ·1~700*. 

3:,300* 

~14,'7ho,·'·. ~,. :.. 

$'5~OOO 

* 'Ibree-year average as proposed by PUC staff .. 
The above table' is the "straightforward' exhibit" on tb.:ls 

issue which was "filed" with the. Commission on November l~' 1974 , in 

accordance with Decision No .. 83611. Applicant claims that not: having 

received an exhibit from the Commission staff~ its uncontradicted 

calculations contained in the above exhibit are plainly the proper 

ca1<;ulations for materials~ serv1ces~ and miscellaneous expense. 
Application No. 53250, Francis Land and water Company 

On January 8~ 1974 the Commission issued Decision No. 82310 
in which it adopted - for the purpose of that decision only~ 

flow-through income tax treatment.. A decision on th~' meri,ts of' 

fl~througb. versus normalization was reserved· for further hearings., 
, . ' 

Further hearings on Citizens' Ni1es-Decot<> Application No. 53.178, were 
held~ and Decision No .. 83855- was rendered on the ,merits.: W~:;'-'f~d: 

-12-
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(in Decision No. 83855) that liberalized:, deprec~t1on for .federal 

,income taxes should be treated on a normalized basis. We w:[ll~ 
therefore~ modify the adopted results of operation ~ Decision No. 
82310 to reflect. the change from flow~tbrough to normalization •. 

~e decided the issue of interest during construction in 
DeCision No. 83855. Our findings and conclusions in that: decision 
require no ebange in the adopted results of Decision No. 82310. 

. . 

In regard to rate case ~e in Decision No. 82310 we said: 
g~ppl1cant estimated the present rate ease expense 
at $10,300 which was based on. among other things ~ 
hiring .a law firm attorney to' handle the whole 
proceeding. The staff estimate of rate case 
expense includes the cost of preparing the applica­
tion by the local lawfixm attorne~, and the travel 
and per diem expenses of applicant s lawyer. '!'he 
staff also allows travel and per diem of company 
people from Stamford. Connecticut. and from Redding 
and Sacramento, Califonu.a. The total rate case 
expense estimated by the staff is $4,950. Bo·th 
applicant and staff prorate this expense over three 
years; the anntlal amounts are $3,400 by applicant . 
and $1,650 by the staff. . 

"In point of fact an attorney from. a loeallaw firm 
handled the hearing instead of Stamford counsel~ 
'I'b.e savings in travel and per diem for the Stamford' 
counsel being nearly equivalent to the legal expense 
for local counsel for a two-day hearing, and the . 
estimate otherwise appear;ng reasonable, the staff~s 
estimate will be adopted." 

-13-
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In its exhibit applicant shows the folloWing: 

Francis Land "and Water Company 

Snrnmary of Legal' Expense 
1972 - 1974 

1972 $1,.079'.12 ' 
1973 1,796.25 
1974 1 3 232.25* 

Total legal expense $4,.lq7~62 
* Includes $337.50 estimated fourth quarter, 

1974 legal expense. , 

1972-1974 Rate case Expense - Excluding Legal 

(1) (2) (3) : 
Total Allocated 

General' To Fr..&W, Direct 
Charges 8:.011.* ' Charges, 

Payroll 
california $ 2,.218' $ 178 $ 408-
Stamford 2,.580 207 ,249 

Personnel&, ,Travel 
california. 351 28· 154 
Stamford,' 5,.258 421 .333<' " 

Printirig~ Reproc:luc~on -
Hearings' Transcripts ' 350> . ,,' 

Postage '& Freight, 13 
Advertising & Publica-

tions, 7, 
Consu1t:1ngFees 172 

, WitnessFees 
(.1. F. Utley) 23 295 183 

$12,.702 $1,.017 $1,.68&:: 

* Allocation based on 4-faetor formula. 

- '-14-
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(4) 

'Ioeal, 
(2& 3) 

' , 

$ 580 
' 456' 

182, 
754 

.-
350·', 

13 

. 
l' 

172,' 

'183, .. . 
$2,.703 
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Application No. 53288, .Jaekson 'W'aterWorks, Inc. 
an .January 22 ~ 1974 the Coc:misSl.Oll issued Decision No. 82361 

in which it adopted - for the purpose of that decision only -
flow-through income tax treatment. A decision 011 the mer!ts of 
flow-through versus normalization was reserved for mrtherhearlngs. 
Further hearings on Citizens' Niles-Decoto· Appl!cat!on No. 53178 
were held~ and Decision No. 83855 was rendered on tbemerits.. We 
found (in DeCision No. 83855) that liberalized depreci.ation should 
be treated on a normalized 'basis. We w:t11~ therefore, modify the 
adopted results of operation in Decision No. 82361 to reflect' the 
change- from flow-through to normalization. 

In regard to. rate case expense in,Decision No. 82361 we said: 
"Applicant included $200 in the estimates of legal 
and regulatory commission expense as charges 
subsequent to acquisition; staff does not include 
this expense. Applicant estimated the present 
rate ease expet'lse at $13,800' wMeh was based on, 
among other things, hiring a law firm. attorney to· 
handle the whole proceedfng. . 

"The staff estimate of rate case expense includes 
the cost of preparing the apJ;>lieation by the loeal 
law firm attorney, and the travel and J;>er diem. 
expenses of applicant's lawyer. The staff also 
allows travel and per diem of company people from 
Sta.m.ford, Connecticut,. ancl from Redding and 
Sacramento,. California. The total rate case 
expense estimated by the staff is $5,430·. Both 
applicant and staff prorate this expense over 
three years; the annual amounts are $4,600 by 
applicant and $1,.800 by the staff. 

ttln point of fact an attorney from a local law firm 
handled the hearing instead of Stamford counsel. 
The savings in travel and per diem for the Stamford 
counsel being nearly equivalent to the legal expense 
for local counsel for a two-day hearing,. and the 
estimate otherwise appearing reasonable, the staff's 
estimate nIl be adopted .. " . . 

-15-
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In its exhibit applicant shows the follow:C.ng: 

Jackson 'j1ater Works, Inc. 

Summary of Legal Expense 
1972 - 1974 

1972 $2~306.62 
1973 3~443 •. 7S 
1974 1,420.25* 

Total legal expense $7~l70.62 
* Includes $337 .. 50 es.timated·fourth quarter~ 

1974 legal expense. 

1972-1974 Rate Case Expense - Excluding Legal 

(1) (2) (3) . 
Total Allocated 

General To Jaekson Direct 
Charses 17.091.* Cbarses 

Payroll 
california $ 2~213 $ 379' $- 509 Stamford' 2~580 441 -.' 

Personnel & Travel 
CalifOrnia 351 60 144 Stamford 5]0258 899" 532'. 

Printing,. Reproduct1on 59) 
Freight' &"Postage 13, . ' . . 

6, Publications 
. Transcripts' 36(F' 
Consulting Fees 367 
Witness FeeS 

(3 .. F.. Utley) 2 z295 392 
$12]0702 $2]0171, $1,.990 

* Allocation based on 4-factor formula • 

. . 
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(4) 

Total 
(2 & 3) 

$ 888:. 
441·' 

204',. 
1431 ]0 

59:: 

13' " , .. ... 6~ 
" . , 

360 
',367' 

392 
$4,161, 



: 
: 

Discussion 
.~ ,<'. • ' •. , 

The following tablesnmrnarizes . the 'issue of regulatory and 
legal expenses: 

: Increase : Increase . Reg. Comm. ~ •. ~. •. 1972-l974 : . .. 
Applicant : Requested. : Authorized: Compa.n,y : Start" :CO .. ···· J:Xoended : 

North Los J\J:to~ (1) 
1'la.ter . Com~ $ll2,.900 . $40,...300 $16,.100 $ 6,.220 $"..s~618' 

Fran~ !.aJ:ld·and ." .' 

Wa.ter.~ 25~600 >,.150 10 .. 3.00 4~9SO '. 6,.811' 

Jackson Wa:ter(2) 
Worle,. Ine. 42.:200 ~,200 1~1800 214:20 .' , 11.2:22 

Total 280,.800 66,.650 40,.200 16,.600(3') '.' ;31,.761 

(1) On January 30,. 1975 North Los.. Altos- Water Company . 
filed Appliea.tion No. 55471requestinganinCl"'eMe . 
or $106,.$00. . 

(2) On Jarraa:ry 7,. 1975 Jackson WaterWorks,. Inc •. filed . 
Application No. 55430 requesting an .1nere~e: or 
$).02,.800.' , 

(3) Adopted 'by' the Commission 1n its deeisioru5. 

In the staff's closing brief filed in the rehearing held 
on Application No. 53l7S.~ Citizens' Niles ... Decoto, the staff said: 

''No reasonable man could conclude that three and 
one-half months of legal work costing approximately 
$25,000 is reasonable for a rate increase of 
$60~500." 

What would a reasonable man conclude from reading the above 
table which shows that Francis land and Water Company spent $&,811 

to gain an annual rate increase of $3':.150 or which shows, for the three 
proceedings, combined, applicants spent $31,761 to gain rate increases: 
totaling. $66, 650~/ a.nnually? " .... '. 

21 Does not include increases hexe:tnafter authorized. 

-17-
. . 



A. 53217, et a! ep. 

We are concerned that we allowed, applicants 8S tI'lfJch as' we 
die. in t:hese proceedings. Because two of the three applicants aX'~ 
a.gain before us, we will notc'hange the amounts we authorized.­

However, upon reviewing the briefs filed in these matters we-must 
say that we are not impressed by either the staff or company 

explanations of the amounts shown in their exhibits. We- place' 

C1tizens, its various affiliates, and the staff,_ on notice that'they 

must prove that 1:he amOunts claimed or shown in future'rate case 
ma.~ters are what a reasonable man would consider proper for ,the 
ratepayer to pay. We emphasize that Citizens can hire whom it, wants 
and pay what it wants, but it is our duty to allow as operating 

expenses only what is fair and- reasonable. ' We are' not bound, to pro­

vide a utility with rates that provide for unnecessary costs. :tncurred 
by an extravagant lllanagement. 

Materials, Services, and Miscellaneous Expense, 

Applicants' "straightforward exhibit" is on its ~ace 
unintelligible. Therefore, we w;i.ll ignore it. We see '0.<>, :teason to 

change our previous determination of the reasonable allowance for 
these items for North Los Altos Water Company. 
Find1nZ!, 

1. The income taxes in the results of operation adopted in 
Decisions Nos. 82310, 82361~ and 82376 should' be calculated -on a 
normalized basis. 

2. All other items in the results of operat:l.on~ except'iilcome 
taxes, are to remain "as adopted 'inDecisions Nos~ '82310,82361, and, 
82376~ 

-18-
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,4t'.,. 

3. The authorized increase in rates for North Los Altos, Water 
Company will proVide increased revenues of $6~800 annually based on 
the test year ado?ted in Decision No. 82376. 

4. The authorized increase in rates for Francis Land and 
Water Company will prov:t.de increased revenues of$S.~250 annually 
based on the test year adopted in Decision No. 82310. 

5. The authorized increase in rates: for JackSon WaterYorks~ 
Inc. will provide increased revenues of $9'~400 annually based on the 
test year adopted in DeeiSion No. 82361. 

Q.!'~!~ 
IT IS ORDERED that: 

1. Ordering Paragraph 2 of Decisions Nos. 823l0~ 82361~ anG., 

82376 is modified as follows: 

2. Liberalized depreciation should be treated on a 
normalized basis as provided' ill. Decision No. 81821 .. , 

2. In all other respects Decisions Nos. 823l0'~ 82361~' and 
82376 shall remain in full force and effect. 

3. After the effeetive date of tbls;:-oraer; appliCants North' 
. " ~.. .. ,... , . ~. , , , 

u,s Altos Water Company ~ FranCis Land aud:wate: :~'cOmpani ,;. and: ,.Jackson 
Water Works~ Inc. are authorized to file the revised,. rate ,sched~le's:' . 

. ,. 
" , 
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attached to this order as Appendix A,Appendi'X: :S, and Appendix C, 
re::pectively. Such filings' 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 scbedules shall apply only to 
service rendered on and after the effective date thereof. 

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

Dated at 
day of . JUNE. 

. '. 

-20-' 
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APPLICABll.m 

APPENDDC A 

Schedule No. ~ 

G'ENElUI. METERED SEtVICE 

Applicable. to· all metered water service. 

TERRI'IORY. 

Portions or Los. Altos, and viei%lity, Santa Clara County. 

RA'nS 
Per':Meter 
Per Month 

Qu.anti ty Ra:t.es.: 

F.:i.rst. 600 cu.!t. or less. ............................. . 
Next 2,400 cu.ft., per 100 ~.!t- •••••••••••• 
Over 3,000 cu.,tt., ·per 100' eu..tt. •••••••••••• 

, $6.61 
, .6S 

Minimum Charge: 

For 5/8 x3!4-'l:rlCA meter ••••••••••••••••••••• 
For 3!4-'5:r:JI::.h. meter ......................... . 
For l-'l:rlCA meter .......................... .. 
For 1-1/2-ineh meter ....................... . 
For 2-ineh meter ••••••••••••••••••••• 
For 3-ineh meter ••••••••••••••••••••• 

The M!.llimum Charge "Will entitle the' ~tomer 
to the quantity or water wbich that mimmum 
charge will purell.ase. at theQtlau~tY' Rates. 

.J.JJ 

$ '6.61' 
8.90~ . 

l'~80<'·· 
~SO,·· 

36.00' 
77.00: . 

(I) 
I 

I 
(I) 



Sehectule ~.·1 

APPtICAB1I.I'IY 

Appl:i.eab1e to all: metered service. 

Fel"Zldale and vic1nity, &mboldt County. 

RATES 

Qu..antity Rate~: 

First SOC cu.rt. or 1eS$ •••••••••••••••••• 
Next 1,500 cu.!t., per 100 cu.ft ••••••••••• 
Next 3,OOOea-rt., per 100 eu.!t., ••••••• ~ •• 
Next 5,000 ell.ft., per 100 cu.tt. • ••••••••• 
Over 10,000 cu.ft ... per 100 cu...tt ••••••••••• 

Mi n1mum Charge: 

For sis x 3/4-~ meter •••••••••••••••••••.• 
For j/4-lIM::.h meter ..................... . 
For l-iDCa~_m~ •••••••• ~~ •••••••••• 
For 1-1/2-1llc:h meter ••• ., ............ ~ •••••• 
For 2-1nchnieter •••••••••••••••••• ~. 
For 3-ineh meter ................... .. 
For 4-iDch. meter- •••••••••••••••• ' •••• 
For 6-.iJ:lch,., meter- ••••••• " ............. . 
For 8-1r.w:b. meter ••••••••••• " .......... . 

The Mini l'lPl1l Charge:w.Ul entitle the CUStomer 
to the quantity o~ water wbieh· that. ntinimnm . 
Charge will pureh.ase at the Qamti ty Rates.. 

I' .:\' 

PeriMeter .. 
Per 'Month!:: 

$ 3.62:. 
.69· . 
.1$ .. 
.~ 
.21 

eI) 



APPENDIX C 

Sclledw.e No. 1 

APPtICABn.!'lY 

Applicable to all metered. water :5ervice. 

, , 

Jack$on and vicinity, Amador CO"omty. 

Qu.antity Rates: 

Per 'Meter " 
. ,Per Month' 

First SOC cu.:t:t. or les:s •••••••••••••••••• 
Next 1,500 eu.£t., per 100 eu..f't. ........... . 
Next S,OOO eu.!t., per 100. cu..ft ........... . 
Over 10,000' eu.rt..,per lOOeu.~ •••••••••• 

Minimum Charge: 

For 5/S x 3/4t-ineh meter •••••••••.•••• .; ••••••. 
For j/lv-irich meter • __ ................... .; 
For 1-ineh meter ...................... . 
For 1-1!2-ineh meter ................ ;.. •••• 
For 2-ineh meter ••••••• e' •••• ;,. .••••••• :. 

For 3-ineh meter ••••• _ ................... ' 
For 4-ixlehmeter ................... .. 

The . M:i..tWnum Charge w.Ul entitle the customer 
t.o the quantity of' ''Water whiehth&.t. minimum 
charge will porchase- at the Qu.antity Rate5 •. 

$ 4.;12' 
'.l.J3' , 
.Z7, 
.21 


