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Decision No. 87609 JUL 19 1977 @[ffi~@~~'~ 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of JACKSON WATER WORKS, ) 
INc., to increase its rates Bl).d ) 
charges for its water system )1 
serving the City of Jackson and 
adjacent territory in Amador 
County. 

Application No. 55430 
(Filed January 7, 1975) 

John H. Engel, Attorney at Law, for applicant. 
David H. Rele, Attorney at Law~ for City of 

JackSon, p=otest~t. Mart Car:os, Attorney at Law, and James M. Barnes, 
or the Commission staff. 

INTERIM OPINION 

Jackson Water Works, Inc., a wholly owned subsidiary of 
Citizens Utilities Company (Citizens-Delaware) requeses an increase in 
rates for metered servic~, designed to inc:ease enn~l 
revenues in the test year by $~3,OOO over its rates now in effect. 

Public hearing was held before Examiner Daly at Jackson 
on Novetnber 12~ 13, and 14, 1975 and at San Francisco on November 17, 
18, 1975, and January 5, 1976. The matter was submitted on the 
latter date upon the receipt of concurrent briefs since filed and 
considered. Copies of the application were served upon interested 
parties and notice of hearing was published, posted, and mailed in 
accordance with the Commission's Rules of Procedure. 

The city attorney for the city of Jackson filed a petition 
requesting an Examiner's Proposed Report. From the allegations 
contained therein it appears that city requests the report for the 
purpose of raiSing certain issues that were not rais~4 during the 
course of hearing and for the purpose of argument. An Examiner's 
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.. 
Proposed Report is uaed for neither of these purposes. If there were 
issues that the city wished to raise, it should have done so d~ing 
the course of hearing, and if it wished :0 argue, it should have 
filed a brief, which it chose not to do. The petition for an 
Examine~'s Propose~ Report is denied. 

On February 9, 1976, applicant filed a petition requesting 
an interim rate increase pending final determination of the 
application. The proposed p=elim!nary rates are based upon the 
staff's estimates and recommended rate of return, which would be 
an increase of $63,870. Although applicant does not adopt the . 
staff's estimates it contends that it will operate at a loss in 1976 . 
and requires an interim increase pending final order by the Commission. 

Boeause of th~ soriouG serviee problems affecttng this 
utility and the need :or fmproved management and operations 
practices, this Commission will issue an interim order at t:b1.s time. e This interim order will adopt results of operations) and require 
the utility to develop an improvement plan subject: to further 
hearings. A fair :rate of return will be determined after the 
improvement plan is implemented successfully and de:raonsttated. 

Citizens-Delaware operates and/or has subsidiary utility 
companies providing ge.e, electric, telephone, water, and wastewater 
services in more ~~n 500 communities in the United States. Its 
headquarters is located at H(.gh Ridge park, Stamford, Connecticut. 
!t actively engages in the adm~Distrative direction of these companies 
perfom1ng admin:1st=&tive, accounting, £:tnanc:tal, tax, engineering, 
and purchasing services for them. Services) including general 
management and supervision, engineering, accounting, fir..ancial, legal, 
and others, are perforo:ed in Stamford, Connecticut" by Citizens­
Delaware for its subsidiaries. Certain management and supervising, 
accounting, billing, and other =eporting services for Citizens 
Utilities Company of california (Citizens-c&11forni.a), and its 
California a££iliates~ including applicant, are performed at an 
adminiserative office in Red~ing, california. In addition, certain 
plant in the Sacramento office of Ci~izens-Ca11fornia is used for the 
common benefit of all district water operations and affiliated water 
companies in California. -2-
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In addition to the instant application the~e are presently 
pending before the Commission f!ve other applications for water 
rate increases, which were filed by affiliated companies

1
/. Before 

considering the instant application in particular we first will 
consider the method of assigning and allocating administrative costs 
and expenses originating at ste.!nford, R.edding, and Sacramento.. By 

stipulation all of the evidence received in the proceeding relating 
to such costs and expenses has been incorporated in the other 
appl1cat1on proceedings. 
Stamford Administrative Office Expense 

Cercain costs incurred at the Stamford office are charged 
directly to districts and subsidiaries, and all remaining costs are 
ac~lated tn clearing accounts called "Stamford Administrative 
Office Expense" accounts and allocated to all operating properties~ 
with allocations to properties in California being by the-four-fa.etor 

method. 
The 1976 stamford administrative office expenses are 

summarized in the following table: 

!/ Application No. 55453 filed by tarkfield Water Co., Application 
No. 55431 filed by Citizens Utilities of Ca1iforn1a-Guerneville~ 
Application No. 55471 filed by North Los Altos Water Compan~, 
Application No. 55538 filed by Citizens Utilities Company of 
Califomia ... Monta::a, and Application No. 56285· filed by Inverness 
Water Company. 
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e Estimated 1976 Staoford Adoinistrative Office E!2enses 
Applicant 
ExceecLs 

Itern r:oplica."lt ~ Sta£t -
Salaries & Wages (Dollars in Thoo.sands) 

Officers $ 672.6 $ 380.3 $ 286.3 
Accounting Dept. 276.8 16.1 260.7 
Secreta..'"'ial & Typing Dept. 149·3 (149·3) Internal Audit ~ Tax Dept. 117.$ 89.9 Z7.6· 
Engineering Dept. 161·3 (161.3) 
Systems & Opera~ions De~t. l39.2 57·5 8l..7 
Rate Dept .. 25.1 95.0 (69.9) 
Other General Office 77.8 52.6 25.2 Legal Dept. 67.6 59·3 8.3 Personnel Dept. 36.8 36.8 Temporary 20·2 18 .. 2 2.7 

Total Salaries «. ~;<lgcs 1,434 .. 3 l,085.S 348.8 
~nse!l 

Travel and Per Diem 50 .. 0 28.1 21·9 Directors' Fees 20.8 15.6 ;.2 
Net General Office Rents 99.6 88.1 11.5 
Rent~ Received from Sub-1e5see (12.2) 12.2 
Telephone and Telegraph 27.2 22.2 5.0 e Stationer,y ~ Printing 12.2 lO'.O 2.2 
Depr. Cit; Maint.. of Office Furni tu.:-e 

.r.. Equipment f.xp. 57.8 et7.6 (29.8) 
Electricity, Postaee 0: Supplies 101.2 81.7 19.; Dues, Contrib~tions & SubSCriptions ,23.1 23·1 
Insur~"lcc « Employee Benefits 47·3 3;·9 11.4 Mortgage Indent. & She.reho1d. Exp. 146.0 1.46.0 
tInemploj'ment .~ O~A • .3. Taxes SS.7 43 .. 8 14.9 Property (;: Fra..'"lchise Taxes 57.6 15.4 42.2 Other Expenses ~ 132-S ~~.~) Total Exper.~es 7S7.8 7l .J 71·7 

Total Salaries, ~Jage5 &: Expenses 2,222.l l,80l .. 6 420.5 
I.e3s: Chargee to Capital (981.1) (1,112.3) 13l.2 
Billed Directly (4.0) 4.0 
Net Salaries, Wages (~ Expe:'l.ses 1,24l.0 6$;.3 555.7 
Allocation to Ca.l.iforni:). 

Percent 29.25/~ 29.S4i~ AmOUAt $ 363.0 $ 204.; $ 158.5 
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Two staff £-ll:ULnc1a.l cxnmincrs visited tho Stamford 
of:~ice and following en exsmir...ltion of the books, 
financial record; ~nd accounting procedures prepared a report 

(Exhibit 17) recommending the fol1owing~ 
"1. Citizens"Delaware rllDke a new study to 

determine wh2t the proper current 
percentages of ove~~he.aes capita lized 
should be. 

"2. Periodic studies be made no less tMn 
once a YC8r :0 determine whDt percentage 
of accounting s~lpries should be assigned 
to subsidiaries other than that in 
Californi.;1. 

"3. Time s?en:: in the St.:'mford office by the 
members of the intern~l e.udit stDff on 
prcpar~tion end DnalySis of subsidiaries 
be ~ssigned directly to those sub­
sidiaries. 

"4. Time spent in the Stamford office by 
memb ers 0 f the Leg~ 1 znd the Ra te 
Research Dep2rtments 00 work pert~ining 
to specific subsidiaries be ~ssigned 
directly to those subsidiaries. 

"5. Salaries of members of the Secretarial 
and Filing Departme~t who work full 
time for members of other departments 
be assigned to those departments and 
then salaries be allocated ~o 
sub$idiaries in the same percentage 
as the sum of the other salaries in 
the departments. 

"6. the staff of the Engineering Department 
maintain time records to allow their 
salaries to be assigned directly to 
subs idiaries •. 

"7. The exoense of outside aUditors be 
allocated on ~he four factor method.[2l . 

£1 According to applicant it has been following the four-factor 
method in this expense. 
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"8. Expense I,f Office kent, Secretarial and 
Filing Sys~ems and Operations, Stationery 
and Printing, Office Furniture and 
Equipment Expenses, Electricity and 
Postage, Other Office Supplies & Expenses, 
Unemployment Insurance Taxes, and Old Age 
Benefits Taxes and Property Taxes to be 
allocated between subsidiaries on the same 
basis as the other basic salary groups shown 
on the first 10 Lines of Table A-I. 

"9. There be a penalty clause in the decision 
of the instant application, disallowing all 
administrative Office Costs and Expenses if 
the applicant does not conform to the 
recommendations in those decisions on 
upgradin.g its cost accounting procedures 
of such expenses. Such disallowance should 
be made to be effective beginning one year 
from its date of those decisions." 

On the first day of hearing applicant revised many of the 
exhibits attached to its application, which was filed on January 7, 

~ 1975, to reflect changed conditions. Certain of the revisions were 
assertedly made in compliance with the staff's recommendations 
concerning the future methods of allocating components of the 
Stamford Administrative Office Expenses relating to salaries. The 
staff engineer, who made his study in early 1975, used the verified 
four-factor method because either no accurate ttmekeeping records 
were available, or if they were available, applicant made no attempt 
to produce them. Upon receipt of the staff's exhibits applicant 
apparently made a retroactive ~ttempt to determine these amounts by 
taLking to people involved, but there is no way of checking these 
figures in this proceeding in the absence of accurate timekeeping 
records. According to the staff engineer who visited the Stamford 
office, very little detail on salary claSSifications was provided 
him and as a result it was impossible to determine exactly what the 
employees actually did. It was this very difficulty that led to the 
staff's recommendations for future proceedings. Such recommended 
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procedures will not be considered in the pending proceedings, but 
Will be required for all £U~'re proceedings of Citizens-Delaware 
~nd its subsidiaries. 

The staff allowed only one-half of the annual salary of 
the chief accountant in St.am£ord because oost sccountir.-g for 
the California operations is performed in Redding and only review is 
required in Stamford. 

The staff allowed all salaries connected with the tax 
personnel and audit manager, but excluded the other auditors because 
this type of operation is also performed at Redding. 

The staff excluded personnel classified as electrical and 
sanitary engineers as well as one draftsman and the manager of the 
telephone facilities. Because the staff was not provided with any 
data indicating that three hydraulic engineers were employed at 
Stamford it treated them as civil engineers perfOrming work for all 

4t subsidiaries and apportioned their salaries accordingly. The staff 
admits that their salaries should have been allocated only to the 
water systems and would have done so had proper time records of time 
worked on a particular job been maintained. For the same reason,. lack 
of adequate information, the staff did not assign expenses for 
secretaries back to the particular departments for which tbey worked. 
The staff's estimates of these salaries reflect the ratio of the 
foregoing adjustments with respect to the total allowable salaries. 

Applicant's estimates of salaries and wages for 1976 reflect 
increases whlch it anticipates will occur during that year, whereas 
the staff's estimates reflect salary and wage costs, at the ~fme of the 
study, annualiZed. The staff contends, and tN'e agree, that these 
expenses should not include anticipated increases which mayor mtlY 
not occur. 
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Applicant cont(nds chat the staff acted arbitrarily in 
excluding officers' salaries in excess of $100,000 annually. It 
argues that it is unrealistic to expect that a competent, qualified 
Chairman of the Board, who is also the Chief Executive Officer and 
President with the responsibilities that such positions entail in a 

company of the size and scope of Citizens, can be employed at a 
salary of $100,000. Applicant believes that its consumers benefit 
from the employment of capable, high-caliber executives in those 
capacities and should bear their fair share of the related costs. 

The'major-differences between applicant's and the staff's 
estimates, other than salaries and wages, are as follows: 

1. ' The staff recuced the travel and per diem expense for 
the Chairman of the Board and the President, who is 
one and the same, from $40,000 to $20,000 because he 
is not required to substantiate expenditures by 
vouchers or by itemization, nor is he required to 
return unexpended funds., The staff considered this 
item as more in the nature of compensation. 
Applicant contends that such expendi~res are incurred 
in the performance of duties which benefit the 
california properties and these properties should 
bear their proportionate share of those expenses. 

2. In determining expenses for telephone, telegraph, 
stationery, and printing the staff considered 
recorded data from 1972 through 1974 Whereas 
applicant used the shorter period 1973 and 1974. 
The staff did not believe that the shorter period 
was representative of general trends. 

3. A negative figure of $12,200 was included b~ the 
staff for rents received for the sublease of 
Stamford office space not being used. With respect 
to the space that was being used the staff allocated 
by gross rents in proportion to the salaries that 
were excluded. ' 
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4. Applicant indicated that depreciation expense 
on office furniture and equipment is determined 
so that the depreciable plant balance will be zero 
at the date the initial 12-year lease on the 
building expires. However, because applicant's 
estimates did not utilize a straight 8.33 percent 
for each test year, this did not accomplish the 
expressed purpose. The staff based its estimates on 
a weighted average for plant additions using a 
12-year original service life. 

5. Both applicant and the staff agree on expenses for 
dues, contributions, subscriptions, and most 
indenture and shareholder expenses. 

6. The staff's estimates of employees' benefits and 
unemployment and old age benefit taxes reflect 
the adjustments made to salaries. The staff's 
estimates are lower than applicant's due to 
its use of current rather than projected, salary 
levels. 

7. At the time of filing its application, applicant 
estfmated property and franchise taxes at 
$28,500, which the staff acc~pted subject to an 
adjustment for operations appropriate to 
California. Applicant made no explanation £or 
its revised estimate of $59,500. 
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8. Applicant originally estimated other expenses 
in the amount of $130,800, which the staff deemed 
reasonable and accepted. Applicant offered no 
explanations for reducing this amount to $86,300 
in its revised estimates. 

9. Applicant contends that the staff is in error in 
determining the amounts to be charged to capital 
based upon the assumption that charges to capital 
have no relationship to total salaries and expenses. 
Applicant believes that these charges should be 
related to the level of construction. The method 
employed by the staff is exactly the same as that 
adopted by the Commission in DeCision No. 83610 
dated October 16, 1974 in Application No. 54322 
~ashington Water and Light Co.). At no time 
durtng the course of that proceeding did 
applicant contest the use of this method which 
we believe is reasonable. 
Staff's estimates of these Stamford expenses are reasonable 

and are accepted. 
Redding Administrative Office Expense 

A summary of the Redding administrative office expense 
is as follows: 
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e 
Applicant 
Ex.cee<1~ 

Item A'::)~ieant Staff Staff - ( Dollars 1nThou:umds) 
Salaries & Wages 

Managers' Salaries $ 60.7 $ 53·2 $ 7.5 
Accounting Dept. Salaries ~11.1 2ltS.O ~ Total Salarie, 371 .. 8 301.2 70. 

ExpeMes 

Expe~es of General 
• Office Employees 13·1 13.1 
Legal Expense:J 2.6 2 .. 6 
Telephone & Telegraph 8.9 8.9 
Stationer.r « Printing 19.6 19 .. 6 
Depreciation & Mainten~~ce 

of Furniture « Equipment ,·3 5·3 
Other Office Supplies ~ ~~ses 25.6 25.6 
In:Jurance .4 .4 
Dues and Suoscriptions .6 .6 
Employees Insurance .:x. Seneti ts 10.0 8.1 -1.9 
Unemployment &: Old Age 

e Benefit Taxes 26.5 18.5 S.O 
Audit Expense 19.1. .l:1:i ..1.:2 

Total Expe~es 132 .. 0 120.2 11.8 

Total Salaries « Expenses 503·8 42l.4 82.4 
Le,s Amount Charged to Ca.pi tal (157.0) (160.9) - ..1.:.2. 
Net Redding Salories & Expenses 346.3 260.5 86·3 
Stamford. Mutual Service 

Net Expense Allocated to Calif. 363.0 204.:- 152." 
Total t<hltual Somce to be Allocated 7r:1t.8 .465.0 244.8 
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The major differences with respect to salaries and wages are 
attributable to the fact that the staff made its determination based 
on wage and salary levels as of October 31, 1975, and applicant 
included within its estimates anticipated increases for 1976. The 
differences for emp1oyees'insurance and benefits as well as for 
unemployment and old age benefIts are also attributable to the 
d1fferencesin salaries and w~ges. 

The staff estimates of allocations to california operations 
appear reasonable and w~11 be accepted. The following is the allocation 
of Redding and Stamford administrative office expenses to california 
operations: 

District 
_ Telephone 
., Felton 

Guerneville 
Montara 
Niles 
Sacramento County 
Francis Land & Water Co. 
Jackson Water Works 
North Los Altos Water Co. 
Inverness Water Co. 
washington Water & tight Co. 
Larkf1eld Water Co. 

Total 

-12-

Percent 
64.22% 
1.36 
2.94 
1.30 
3.93 

14.28 
.69 

1.58 
2.13 

.49 
6.06 . 
1.02 

100.00'7. 

1976 
$298,623 

6,324 
13,671 
6 045 

18:275 
66,402 
3,208 
7,347 
9,904 
2,279 

28,179 
4,,--743 

$465;000 
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Sa(..ra....leneo CO'IDl.llOn Plant Expenses 

(Dollars in Thousands) 

~ 
Salaries & Wages 
Employees Expense 
Telephone & Telegraph 
Employees Benefits 
Postage & Express 
Other Office Supplies & Expenses 
Dues 
Office Furniture & 

Equipment Expense 
Lights & Water 
Payroll Taxes 
Depreciation 
Property Taxes 

Total Expenses 

Applicant 
$27 .. 5 

7.5 
1.2 
1.6 
3.9 
7.4 
.2 

.5 
1.1 
2.3 
1 .. 3 
2.5 

~51.o 

Staff 
$ 9.0 

6.0 
1.2 

.. 5 
3.0 
7.4 

.2 

.5 
1.1 

.7 
1.3 
2.5 

~33.4 

App11e.mt 
Exceeds 
Staff 
$18.5 

1.5 

1.1 
.9 

1.6 ... -
~%3.6 

Again the major difference is salaries and wages, which is 
attributable to applicant's projecting salaries to anticipated levels 
in 1976, while the staff used wage levels as of October 31, 1975. 
At the time it filed its application, applicant estimated salaries 
and wages at $8,800 and later revised this figure to $27,500. This 
same allocated expense amounted to $4,116 in 1971; $8,528 in 1972; 
$19,509 in 1973; $7,899 in 1974. It appears that the percentage 
allocated fluctuates substantially from year ~o year. Because of 
this the staff contends that the amount allocated by applicant in 
1976 would not be representative of future years. 

Other di£ference~ such as employees expenses, employee 
benefits, and payroll expense~~re all related to salaries and would 
rise or fall accordingly. 
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The staff's estimates relating to allocation of expenses of 
the california operations of Sacramento cOUQon utility plant are 
reasonable and will be adopted, and are set forth as follows: 

District 
Felton 
Guerneville 
Montara 
Niles 
Sacramento County 
Francis Land & Water Co .. 
Jackson Yater Works 
North Los Altos Water Co. 
Inverness Water Co. 
Washington Water & Litht 
Lark£ield Water Co. 

Total 

Jackson Water Works, Inc. 

Allocation 
Percent 

3.801-
8.22 
3.63 

10.98 
39.91 
1.93 
4.42 
5.95 
1.37 

16.94 
2 .. 85 

100 .. 00'7. 

1976 -
$ 1,269 

2,746 
1,212 
3,667 

13,330 
645 

1,476 
1,987 

458 
5,658-

952 
S33,4oo 

Applicant fu=nishes water service in the city of Jackson 
and vicinity in Amador County to 1,139 active metered service 
connections, 15 private fire service customers, and 133 public fire 
hydrant connections. It has operated since a date unknown prior to 
1912. Citizens-Delaware acquired the stock of applicant in 1970. 

Applicant purchases water from Pacific Gas and Electric 
Company which is then stored in applicant's 4,OOO,OOO-gallon open 
reservoir located in Martel, just north of Jackson. The water is 
treated and filtered through pressure sand filters and delivered into 
an adjacent 1.5 million-gallon roofed, concrete reservoir from where 
it is delivered to the Jackson Gate Reservoir and the distribution 
system. Pressures are maintained by au~omatic pressu=e regulating 
valves. The distribution system consists of approximately 106,800 
feet of distribution main varying in size from 2 to 12 inches in 
diameter. 
Rates 

Applicant proposes to increase rates as indicated by the 
following comparison of present and proposed rates: 
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Quantity Rate!!: 

First 500 eu.£t. or less 
Next 1,500 cu • .ft., per 100 cu.!"t. 
Next 8,000 cu.£t., per 100 cu.!t.. 
Over lO,ooo eu.£t., per 100 cu.tt. 

Min:i.mum Charge: 

For sl8 x 3/4-1nch meter ••••••••••••••• 
For 3!4-inch meter ••••••••••••••• 
For l-inch meter ••••••••••••••• 
For 1-1!2-inch meter ••••••••••••••• 
For 2-inch meter ••••••••••••••• 
For J-inch meter ••••••••••••••• 
For 4-inch me~~r ••••••••••••••• 

P.)r l'1ct.er ~\::r Month 
Present. Proposed 

$ 3·80 
.44 
..25 
.19 

$ 3·80 
5.30 
S.80 

15.00 
.21.00 
31.00 
56.00 

$ 7.00 
.so 
.50 
.4.0 

$ 7.00 
::'0.00 
16.50 
28.00 
39.50 
;8.00 

10;.00 

The ¥dnim~ Charge will entitle the customer 
to the quantity ot water which that minimum 
charge will purch~e at. the Qua."ltity Rates. 

Private Fire Protection Service 

Per Month 
Present Pro~sed 

For each inch of diameter ot service 
connection •••••••••••••••••••••••••••••••• $ 1.2; $ .2·50 
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e 
Fi!"~ a,vd: 'ant Service 

Per ~rant Per Month 

Hydrant Type Size of Numoer 
Minimu:n Size of ~.ain SuTJol:d:::.e H~ront 

4." a:id' 6" ana §I and. 
Owned or Conncc- of Under less 1e:l5 less 10" and 
~ H;x:drant tions Outlets --!±::.-. tha."'l. 6" than 8t1 tha..¥l 10" targer 

Present Rates 
CU:Jtomcr Wharf Und.er 4" 1 $1.00 $1.00 $1.25 $l.5O $1·50 
Utility Wharf' Under 4" 1 1.25 1.25 1.50 1.75 1.75 
CUstomer Wharf 4-inch 1 l.oo 1.25 l.5O l.75 2.00 
Utility Whar.!' 4-inch 1 1.25 1.50 1.75 2.00 2.25 
Customer Barrel 4-inch 1 1.25 1.50 1.75 2.25 
Utility Barrel 4-inch 1 1.75 2.00 2.25 ).00 
Customer Barrel 4-i.'1-:~~ 2 1.25 1.;0 2.00 2·50 
Utility Barrel 4-inch 2 2.00 2.25 2.75 3.25 
Customer Barrel 6-inch 2 1.50 l.75 2.25 2.75 
Utility 13a.ooorel 6-inch 2 2.25 2.50 ).00 ).50 

e Customer Barrel 6-inch :3 1.75 2.00 2·50 ).00 
Utility Barrel 6-inch 3 2.50 3.00 3.50 4.00 

Pro;eEsed Rates 

Wharf 4-inch. 
and 

Under $2.50 $3·00 $3.50 $4.00 $4.50 
Barrel 4-inch ).50 4.00 4.50 5.00 
.Barrel 6-inch 4.50 5.00 6.00 7.00 

StmIDS.:l: of Eam1nss 
The following is a summary of applicant's estimated 

earnings for the year 1976 as presented by the applicant and the 
staff as set forth in Exhibits 18 and 23: 
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. . 
: A'O'Olicant . stafr : Applicant : . 
: Present: Proposed: Present:Proposed: Exceeds Staff : 

: Item : Rates : Rates : Rates : Rates : Present: Proposed: 

Operating Revenues 
Operating ~nses 

Opere & Maint .. 
Admin. & Gen. 
Depreciation 
Taxes - Except Income 
Income Taxes 

Total Expen:;;es 

Net Operating Revenue 

AverZ\8e Rate Base 

Rate or Return 

Operating Revenue 

$117.1 

71.; 
28.4-
17.4 
16.7 

134.0 

(16.9) 
629.8 
loss 

(Dollars in Thousands) 

$219.9 $126.9 $219.9 $ (9.8) $ 

69.4- 63 .. 0 63·1 8.; 6.3 
34., 21.2 21.2 7 .. 2 13·3 
18.6 17.4- 17.4- 1.2 
19.7 16.3 17.4- .4- 2·3 
7.6 (2:2.5l 24·2 ~~·t 17.~ 

149.8 94.4 l.44.0 39. ,.8 
70.1 32.; 75.8 49.4- (5.7) 

790.8 692.3 692.) (62.5) 98.5 
8.86% 4.69% 10.96% 

(Red Figure) 

In addition to reviewing applicant's method of estimating 
~ water consumption the staff also made independent estfmates. The 

staff estimated its average annual metered sales per commercial 
customer using a multiple regression analysis based on time, 

. rainfall, temperature, and recorded historical consumption. The 
staff determined an average annual use per customer of 163.4 Ccf for 
1975 and 163.6 Ccf for 1976. The staff accepted as reasonable and 
adopted applicant's estimate of 164 Ccf per average customer and also 
accepted as reasonable applicant's estimates of customer growth. 
The staff, however, used the rates placed in effect by Decision 
No. 84589 dated June 24, 1975 in Application No. 53288 to compute 
present rates whereas applicant having filed the instant application 
on January 7, 1975 used the rates authorized by Decision No. 82361 
dated January 22, 1974 in Application No. 53288. 
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Comparison of Estimated Revenues 1976 

· · · · : Item 

: APplicant: Staff : Applicant : 
:Present:Proposed:Fresent:Proposed: Exceeds Staff : 
: Ra:es : Rates : Rates : Rates :P=esent:Proposed: 

(Dollars in Thousands) 
Commercial 

Metered $113.5 $212.7 $123.3 $212.7 $(9.8) 
Fire Protection 

Private .8 1.8 .8 1.8 
Public 2.7 5.3 2.7 5.3 

Other Revenues .. 1 .1 .1 .1 
Total 117.1 219.9 126.9* 219.9 (9.8) 

(Red Figure) 
*1£ the staff had used the rates made effective by 
Decision No. 82361 dated January 24, 1974, the 
staff's estimates at present rates would have 
been $114.9 for 1975 and $117.1 for 1976. 

~ Operation and Maintenance Expense 
The summary of earnings indicates a difference of $6,300 in 

operation and maintenance expense estimates for 1976. The following 
tabulation sets forth the detailed estimates of applicant and staff: 

o & M Expenses 

Salaries 
Purchased Power 
Purchased Water 
Materials & Misc. 
Customers Acct'g. & Misc. 
Transportation 
Telephone & Telegraph 
Uncollectible Accounts 

Total 

Applicant 
A~plicant Staff Exceeds Staff 

CDo1lars in Thousands) 
$36.6 $32.3 $4.3 

3.6 3.6 
8.5 7.3 1.2 

10.6 10.6 
5.0 4.6 .4 
3.9 3.5 .4 

.9 .9 

.3 .3 -
-~ 63.1 b:'3". 
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Again in conf.ormity with Commission policy the staff used the 
latest known salary rates to estimate salaries and wages for 1976, 
whichare consistent with the Commission's holding in Decision No. 84902 
dated September 16, 1975 in Applications Nos. 54279, 54280, and 
54281 (pacific Gas and Electric Company). 

The $1,200 difference for purchased water results from a 
lower estimate on the part of the staff for water loss due to leakage. 
There is a total system loss of water of approximately 38 percent, 
including a 14 percent loss at the earthen reservoir. 

Applicant estimated customer accounting and miscellaneous 
accounts on a per-customer basis by annualizing the first 10 months 
of 1974 recorded eA~er.$eS per customer and then increased the per 
customer expense by 10 percent a year for 1975 and 1976. According 
to the staff the 1974 recorded expenses were 45 percent higher than 
1973 because of the inclusion of several nonrecurring expenses. The 
staff spread the nonrecurring expenses over a five ... year period ~nd 
thereby reduced the 1976 expenses by $400. 

The staff used recorded 1974 transportation expense and 
allowed an additional depreciation expe~e of $212 for a vehicle 
added in 1974. Applicant contends that the staff's esti~te does 
not take into consideration rising costs that have occurred and will 
be occurring in 1976. The staff estimated that gasoline costs in 
California for 1975 ranged between 57 and 61 cents a gallon, which 
was approximately the same range in 1974. 

The staff's estimates are reasonable and will be accepted. 
Administrative and General Expenses 

A summary of administrative and general expenses is as 
follows: 
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Administrative Office Expense 
Common Plant Expense 
Legal and Regulatory Expenses 
Insurance 
Injuries & Damages 
Welfare & Pensions 
Rent 
MIscellaneous and Per Diem 

Total 

Applicant 
Applicant Staff Exceeds Staff 

$12.5 
2.3 
9.1 

.3 
1 .. 5 
7.2 
1.4 

.2 
34.5 

(Dollars in Thousands) 
$ 7.4 $ 5.2 

1.5 .8 
3 .• 9 5 .. 2; ;3 
1.4 
5.2 
1.4 

.2 
21.5 

.1 
2.0 

13.2 

Administrative office expense and common plant expense were 

considered and adopted in the first portion of the opinion. 
The staff estimated $3,900 for legal and regulatory expenses 

on the expectation that the hearing would be held in Jackson only. 
Applicant originally estimated such expenses at $5,600 on the 
expectation that the application would be heard on a consolidated 
basiS with the other pending applications of affiliated water 
companies. When it was not so consolidated, applicant revised its 
estimate to $9,100. 

Additional days of hearing were required primarily for the 
purpose of providing the staff an opportunity to prepare and eonduct 
cross-examination of applicant'S revised eXhibits. Copies of these 
exhibits should have been provided to the staff at a reasonable 
time before the first day of hearing. If applicant intended to 
revise its exhibits it was not necessary to see the staff's exhibits 
first, as applicant elaims. 

Applicant included $3,300 per year for three years to 
• amortize the cost of a prior rate case, which was the subject of 

rehearing. (DeCision No. 82361 dated January 22, 1974 and Decision 
No. 84589 dated June 24, 1975 in Application No. 53288.) In that 
proceeding the Commission a11~wed $1,800 per year for regulatory 
expenses based on a three-yea~ amortization of an adjusted total 
allowance. The staff included an amount of $1,800 instead of $3,300, 
which was proper. 
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The staff excluded $2,000 from.its estimate of the welfare 
and pension, which is the amount attributable to the employees 
efficiency incentive fund. The staff considered this a bonus plan, 
which was disallowed by the Commission in Decision No. 76996 dated 
March 24, 197C in Application No. 48905 (Citizens Utilities of 
California - Guerneville). Applicant considers this as part of its 
compensation structure and as such a proper charge to operations. ( 
The Commission has previously held tbn~ this is more in the 'nature of a 
bonus or profit sharing plan which should be paid for by the 
stockholders. The staff's estimates are reasonable and will be 
accepted. 
Taxes Other Than Income 

The staff used the same effective tax rate for 1975 and 
1976 to eliminate any attrition in the rate of rerum due to changes 
in the ad valoreQ t~x r~tes. 

The etafi ccmputed payroll taxes on the basis of 'the 
latest knO~4 rates to be in effect in 1975. 

Property taxes were estimated by the staff at the latest 
known rates, which included an adjustment of $800 for the increased 
property taxes for th~ tax year 1975-76. The differeo.ces between 
applicant and the staff are due to different estimates in ple:lt 

additions~ The staff's estimates are reasonable and ~~ll be ecc€ptelo 

Income T':'x~ 

The differences in taxes are mainly due to 6.!ffercnt 
estima.~es of expenses and the staff's use of negative :i=come taxes. 

The parent company, Citizens-Delaware, com;.i:'~\l 
depreciation on a straight-l1ne basis for plant c:onstrt.:.::~d 
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before January l~ 1971, and uses liberalized depreciation 
for just~£ying adeitions in 1971, 1972, 1973, 1974, 1975, 
and 1976. Both applicant and the steff follo~1cd t.."rl.s octhoe as 
adopted in Decision No. 83610 dated October 16, 1974 in Application 
No. 54322 (Washington Water and Light Co.). Applicant and the 
staff each utilized the straight-line basis for federal income tax 
depreciation. 

The staff computed the investment credit for the 1971, 1972, 
1973, and 1974 plant additions and deducted 3.5 percent (spread over 
28 years) of this credit as an annual amcunt from the federal income 
tax. The staff also applied the new 10 percent investment credit 
rate on 1975 and 1975 ?lant additions. 

The only objec~ion applicant had to the staff's calculations 
was directed to the staff's rolling all the nonrevenue producing plant 
additions for 1975 and 1976 back to January 1, 1975, thereby 
increasing the tax depreciation. Applicant contends that as income 
taxes should be calculated on an "as paid basis" the staff's method 
overstates the tax depreciation and thereby decreases income taxes. 
The use of roll back for ratecaking purposes is a common practice 
that has been followed by the Commission for many years. The seaff's 
estimate is reasonable and will be accepted. 
Depreciation Expence and Reserve 

Both applicant and the staff computed depreciation by the 
straight-line remaining life method and apply depreciation rates by 
accounts. Each used the same method and. applied those rates by accounts 
to the average of adjusted beginnins- and end-of-year depreciable 
plant balances. The differences in the estimates of depreciation 
expenses and reserves are due to different estimates of plant 
additions. 

The staff's estimate is reasonable and will be accepted. 
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Rate Base 
The following tabulation sets forth a comparison of 

applicant's and the staff's rate base components for the estimated year 
1976, which includes applica~t's estimates at the time the application 
was filed and its revised esttmates filed during the course of 
hearing in Exhibit 13: 

Utility Plant in Service 
Reserve for Depreci~tio~ 

Net Plant in Service 
Common Plant 
Material and Supplies 
Working Cash 
Minimum Bank Balance 
.Non-Interest Bearing CWIP 
Advances for Construction 
Contr. in Aid of Conser. 
Res. for Def. Incooe Taxes 

Applicant 
Date of Applicant 
Filing Exh. 13 Staff 

$1,007,400 $1,093,000 $1,006,700 
(1924800) (194,000) (201, sgg) 
g14,50o 899,000 805,~ 

4,400 4,600 4,600 
12,100 11,300 9.700 
19,100 19,100 15,900 
7,800 7,800 
1,500 1,700 

(117,700 39,600) 
84,800 84,800) 
27 200 28 300)~~~~ 

Rate Base ~ , 
(Red Figt.:::e) 

Applicant 
Exceeds 
Staff 

$86,300 
74.500 

93,800" -
1,600 
3,200 
7,800 

(9,200) 

1..z300 
~98,500" 

The main difference in utility plant in service is due to 
estimated construction. Applicant's revised estimated construction 
budget for 1976 is $207,000, whereas the staff's estimate is $110,000. 
At the ttce the application was filed applicant's estimate for 
construction in 1976 was $77,700. Shortly after the application 
was filed, and in response to a request by the staff, applicant 
provided construction estimates for the years 1977, 1978, and 1979 
which were $17,500, $24,000, and $20,000,respective1y. During the 
period 1968 through 1974 the reco=ded plant additions were as follows: 

1968 $ 64,821 
1969 19,366 
1970 15,134 
1971 9,426 
1972 235~435 
1973 88,945 
1974 53,721 
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A filter plant and reservoir were added in 1972. As of 
October 1975 applicant had completed $102,000 of its estimated 
construction for 1975. 

B~sed upon past performance it would appear that the staff's 
estimate is reasonable and will be accepted. 

The estimates for reserve fOr depreciation differ because 
of the staff's lower estimate of construction and its lower estimate 
of plant retirements. The staff's estimate is reasonable and will 
be accepted. 

The staff's estimate of materials and supplies is based on 
1974 recorded data, whereas applicant used the weighted monthly 
balances for the ye~.s 1973 and 1974 resulting in a $1,600 
difference. Staff's estimate is reasonable and will be accepted. 

Applicant and staff both compiled working cash using the 
simplified basis prescribed in Standard Practice U-16. The difference 
of $3,200 is due to the different estimates of expenses. Staff's 
estimate will be ~ccepted. 

Applicant included $7,800 in rate base for the minimum bank 
balance. The staff excluded the minicum bank balance in conformity 
~ith the Commission's holding in Decision No. 83610 dated October 16, 
1974 in Application No. 54323 ~ashington Water and Light Co.). The 
Commission has excluded minimum bank balances because they represent 
portions of the amount of mintmum bank balances that Citizens­
Delaware is required to keep with banks in order to acquire short­
tera financing at a prime rate. Applicant does not itself make any 
short-term borrowings. Therefore, these balances are not directly 
related to the day-to-day operations of applicant. Staff's estimate 
is reasonable and will be accepted. 

We find the applicant's average depreciated rate base for 
the 1976 test year is $692,300. We find this rate base to be 
reasonable. 
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Quality of Servie~ 
Complaints filed in applicant's office are indicated as 

follows: 

Type of Complaint 
Main Leaks 
Serviee Leaks 
Dirt, Sand, Smell 
No Water 
Low Pressure 
High Pressure 
Water Bill 

Total 

1974 -
67 
18 
15 
4 

20 

Year 
Januarv 1 - August 4, 1915' 

44. 
7 

47 
8 
2 
1 
9 

m 
The conten~s of letters received by the Commission 

protesting the proposed increase are as follows: 

Amount of Proposed Rate Increase 
Request for Night Reali.ng 
Dirt, Sand, Silt, SQell 
tow Pressure 

Total 

9 
2 
4 
2 

I1 

The staff made field investigations of applicant's system 
in May, August, and September 1975.. The system was itlSpected, 
preSSlres were checked, ccstomers and employees were interviewed, 
and methods of ope:'ations were reviewed. There were complaints about 
excessive taste, odor, and sediment in the water. There were 
complaints of low pressure from certain customers living in the high 
elevation~particularly during the summer months and periods of 
high usage. The new parts of the system including the filter plant 
and covered reservoir appeared to be in good condition and 
adequately maintained,. but parts of the old system have large numbers 
of . leaks •. 
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Thirteen public witnesses testified. Their complaints 
included dirty water, water discoloration, odor, low pressure, water 
leakage, too much chlorine, and the excessive cost of water. Several 
testified that because of the nature of the water, they purchase 
water for the purposes of drinking and cooking. One witness testified 
that her husband has developed an allergiC: rash from the wa~er. 

A representative of the California Department of Health 
testified that bec~use of the corrosive nature of the water, which 
is typical of surface wcters throughout the Sierra foothill region, 
the system requires additional treatment faCilities, including an 
additional filter and the installation of a 24-hour alarm system. He 
further testified that the discoloration of the water is caused by 

high pressure that dislodges iron oxide from the pipes and turns 

the water to the color of tea. According to the witness this can be 
controlled by the addition of soda ash or lice and by regular 
flushing of the system. 

By letter dated December 11, 1975, the Department of 
Public Health ordered applicant to prepare plans and specifications 
for the installation of corrosion control treatment facilities. 
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The staff's recomceft~tions as set forth in Exhibit 18 
are as follows: 

"1. The Jackson Water Works system except for 
the filter plant and some recently installed 
mains, is primarily quite old and consists of 
steel pipe of poor condition resulting in 
many leaks. These leaks are not confined to 
anyone part of the system but occur frequently 
throughout the system. The large percentage of 
unaccounted for water is a result of excess 
leakage. 

"2. The local representative flushes the system. 
on a monthly schedule and when complaints are 
received f~om customers. Despite the regular 
flushing program, complaints of rusty, dirty 
water ~~e received. A review of the flushing 
program reveals that a systematic method of 
flushing by the use of system valving when 
hydrants are flushed is not in effect. It 
is recommended that applicant 1s engineer 
carefully review the flushing procedure to 
ensure that flushing is systematically done 
to provide the best line cleaning in each 
area. 

"3. A systematic replacement of old, small 
dist~ibution ttains should be instituted at 
Jackson to eliminate leaks and improve water 
quality. The staff recognizes that installation 
of all the recommended replacements in one year 
would increase rates to the consumers beyond a 
reasonable amount. It would be necessary to spread 
the improvements over a period of years with a 
relatively fixed investment each year. 

"4. The sta:f recommends that applicant invest 
approximately $60,000 per year for a period of 
five years in foprovements to the existing pro­
duction, storage and distribution system of 
Jackson W.:? ter Wo=ks. App licant should be 
ordered to provide and implement a plan for 
this expenditure. The additional revenue 
required for this program would approximate 
a 9.257. increase in rates each year. The 
following items should be considered in the 
plan: [31 

4It 3/ The $60,000 amount would be in addition to the $110,000 allowed 
- by the staff for new construction in 1976. 
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ita.. Additional water storage in the 
vieinity of Peeks Hill. 

"b. An additional treatment tank and 
pump at the filter plant. 

"C.. Replacement of approximately 16,200 r 
of old inadequate distribution mains 
on Jacl<son Gate Road, Main Street, 
Stasel Avenue, Church street, Broadw~y, 
Rowena, South Avenue, Center Street, 
Endicott Avenue, and Mariposa. 

"s.. Applicant f s revised budget for 1976 contains 
part of the above improvements but tentative 
budgets beyond 1976 do not reflect any 
replacecent p=ojects. 

"6. Because i:he dollar amount of plant additions 
est:":l3 '::~d by the staff contains the first 
year:s im?=ovements, no additional showing 
of a resclts of operation for the future years 
is deemed necessary in this proceeding. 

"7. The Utilities Division staff recommends that 
applica~t be ordered to prepare and implement 
a systeo toprove:ent plan to include the years 
1976 through 1980 that will require the 
expenditure of $300,000 at the ra~e of 
$60,000 per year for replacement of 
distribution cains, additions to filter 
plant and installation of an additional 
storage tank. 

"8. Applicant should notify the Commission not 
later than March 30, 1977, and March 30 of each 
succeeding yea~ as to the improvements completed 
and the cost thereof." 

In addition to testifying that the s~ffts recommendations, 
many of which were included in applicant's revised estimated cost of 
construction for 19i6,would cost approximately $600,000 rather than 
$300,000, applicant's vice president and general manager testified 
that the elevation in the area of Peeks Hill would not provide proper 
pressure for the system. He further testified that although the 
system is old and subject to leaks, upon investigation it is frequently 
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found that the leaks and much of the low pre.ssure complained of are 
attributable to the poor condition of the pipes located on th~ 
property of the customer over Which applicant has no control. 

On February lC~ 1976 Commissioner Robert Batinovich issued 
a.n order directing Citizens-Delaware to undergo a management study of 
its operations. The resultfng report was the subject of public 
hearu"l.gs, and the recommendations contained in the report were /' 
considered by the Commission in Decision No. • The tailoring 
of the general rccomme~dations to each utility was left to the 
individual rate decisions. Appendix A of this decision has been 
written to focus applicant's attention on those areas which are most 
in need of improvement. 
Rate of Return 

Quality of service is an import:a.nt consideration in the 
Commission's determination of a fair rate of return. Since we 
anticipate a marked improvement in the quality of service provided 
by applicant, it would be unreasonable to set a rate of return at 
this time. Following the Co=nl.ssion' s acceptance of the plans and 
information specified in Appendix A applicant may request an intertm 
increase in rates. After applicant b.':ls successfully implemented the 
approved plans and demonstrate6 an adequate level of service, an 
appropriate rate of return, and rates consistent with that rate of 
return, will be adopted. 
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Adopted Results 

A summary of the adopted test year 1976 operating expenses 
at present rates is as follows: 

Operating Expenses 

Oper. & Maint. 
Admin. & Gen. 
Depreciation 
Taxes - Except I~come 
Income Taxes 

Total Expenses 

Dollars in Thousands 

$ 63.1 
21.2 
17.4 
16.3 

(23.5) 

94.4 

The adopted test year rate base is $692.300. Adopted 
revenue requirements and rate of return will be determined at a 
later time. 
Findings 

1. Applicant's water service is of poor quality and must be 

upgraded before a final decision is reached in this case. 
2. Applicant will be expected to prepare the plans and 

information specified in Appendix A and an estimate of the capital 
cost and operating expenses required by the implementation of such 
plans. 

3. Further hearings will be held to determine the adequacy of 
the plans filed by applicant in response to Appendix A. 

4. Following the CommiSSion approval of applicant's plans and 
the completion of an appropriate demonstration period:t the Commission 
will hold further hearings to determine a fair rate of return. 
Conclusion 

While it has been established that significant improvements 
should be made in the manner of operation of this utility, it is not 
the proper function of this Commission to assume the role of 

_ mnngement. (0£ course, it is 0. function of the Commission in 
appropriate situations to order specific improvements and practices:t 

and to enforce our orders.) We will describe those areas which seem. 

most in need of improvement and require that applicant prepare 
detailed improve::cent plans and such other information as seems 
necessary. The plans end l.nformat'ion required are described in 
Appendix A. 
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In developing these plans applicant is urged to bold 
discussions with the staff in order to minimize the amcnmt of time 
necessary for revisions. Public hearings will be held to. review the 
plans. 

Because the utility should promptly begin improvement of 
its service to consumers we shall make our order effective on the 
date hereof. 

IN'I"ERlJ.! OP.DER 
IT IS ORDERED that: 

1. Jackson Water Wor!-cs, Inc. shall file with the Commission 
the plans and info'mation specified in Appendix A of this order 

within the required time period. Applicant shall file, in addition, 
the capital costs and operating expenses which would result £rom the 
implementation of the. plan .. 

2. Upon Commission approval of the plan, applicant xnay 
request an additional interim order of the Commission authorizing 
a furtbe: increase in rates. 

3. All cost accounting procedures of the administrative and 
office costs and expenses that are allocated by Citizens Utilities 
Company (Citizens-Delaware) to its california subSidiaries, including 
applicant herein, shall conform to the staff recommendations set 
forth in Exhibit 17. 
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4. Failure to conform to the staff recolllIllenciations set forth 

jan Exhibit 17 will result in a disallowance of all administrative 
and office exp~~ses that are allocated to the California subsidiaries 
of Citizens-Delaware effective one year from the date of this order. 

The effective date of this order is the date hereof. /7 pt. 
Dated at * 'F;t;,.:m; , california, this /7-

day of ~ !1m'! ~ t 1977. . 

~~ esl. ent 
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APPENDIX A 
Page 1 of 4 

'. 

1. Applicant: shall, within 130 ds.ys after the effective date 
of this order, prepare and submit to this Commission for approval: 

a. Two eight-year construction plc:.ns to replace 
deterio-ra'ted and undersized water mains, services, 
and other pcrt~ent facilities of Jac!(Sou 
Wa~e= Works on a systematic annual basis. 
One pl:ln should envision an expenditure of 
$250,000, the other p~ should envision 
an expenditure of $500,00C. 

b. A financial plan, consistent with paragraph l.a 
of this appendix .. ~o show, aeong other things, 
the p.opo~ed method of financing the long-range 
const:ro..::t::'on plan, the annual cost of construction, 
end thE: ann..:al increases in gross revenues 
necesse=y to provide a rate of return on plant 
cor.stntcted at 8.5 percent, 9.5 percent, and 
10.5 percent leve ls. 

c.. A forecast of ser\l~ce reqt.!iremenes for the 
system in J.985. T.his should inclilde 
info~~tion on anticipated n~r and 'type 
of cus tomer, and their average and peak hour 
demarLds. This information should be 
aggregated by area in sufficient detail for 
system plan specified in paragraph d. 

d. A plan indicating the major facilities and 
w~ter supp:y source needed to s~tisfy the 
demand forecast in paragraph c. 

e. A map showing those areas having less 
than 25 psi wate::' pressure under stetic 
conditions and during the period of I:l3.Ximum 
usage. 

2. Within 90 days after the effective date of this order 
applicant shall prepare and submit to the Commission for approva.l: 

a. A schematic diagr&m of the .Jackson Water 
Works system shOwing,. among other things, the 
locations and elevations of all sources of 
supply, treatment, storage, and pumping 
facilities within the system. 
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b. 

c. 

d. 

e. 

f. 

g. 

AFPE!IDIX A 
page 2 of 4 
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An operations manual describing in detail; 
how the system operates under normal 
conditions; contingency plans covering the 
failure of major system components; 
the functions of Clnd operating procedures 
for all cocponents within the system; tJ,'1.e 
p:ocedures followed in operating the 
system; meter reading, system flushing, 
and office and customer accounting procedures; 
custo~er service and public relations;and 
oti~er relevant operating procedures. 
A plan to reduce extraordinary water losses 
in 't.I."1e system. 
An est~te of the cost of prepa~.ng a system 
map, 0:2 a seale not less than 1"· 400', 
accurately showing the bounda.nes of 
existing service area; the locations, size, 
t~e and a.pproximate date of installation 
of all tran~mission and distribution lines; 
the location of all gate valves, air-release 
valve~) and blowoffs; the location, size, 
and type of every fire hydrant; the location, 
capacity, and elevation of all stcrag~ tanks; 
the location and capacity of all treatment 
and pumping faci1i tiCS; and the loea tion of 
all appurtenances in the system. 
A system map to be used for the purpose of 
effectively flUShing the water system with 
regular frequency. Among other items, the 
map should show and identify all valves, 
blow-offs, and fire hydrants in the system 
to enable the operating personnel, by 
manipulation of valves and hydrants, to 
create a scouring velocity in the transmission 
and distribution lines to effectively and 
systematically flush the entire system at 
regular intervals. 
A schedule for systematically flushing the 
entire system at regular intervals. 
A plan to improve its relations with its 
customers. This plan should c!iscuss, but 
need not' be limited to, the following: 
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A notification procedure for predictable 
outages or impaiment of water quality or 
pressure. 
Standards for the time allowed company 
personnel to respond to customer 
complaints. 
Formation of customer advisory panel~ 
and scheduled meetings with ms.nagement. 
Greater flexibility in appl~ng tariff 
'rUles i particularly shutoff for nonpayment 
of bi ls. 
Usc c£ the local press to explain the 
~eazon for service problems. 
Cocpany guidelines for the behavoir of 
personnel toward customers and for 
the company's responsibilities to its 
customers. 
Proced~res for keeping the local 
representatives better info%med on 
matters relating to their service 
area. 

3. Within 90 days after the effective date of this order 
applicant shall install and make operable corrosion control 
treatment facilities satisfactory to the State Department of Health 
and tho standards of the Environmental Protection Agency, when 
effective. 

4. Within 90 days frOtl the effective date of this order 
applicant shall prepare and submit to the Commission for review: 

a. An accurate and up-to-date description for 
every job classification utilized a~ 
Jacl~on 'W~ter Works.. !he job description 
should include. among other it~, the 
nature of the job previous experience 
needed, special skills required, education 
levels, licenses required, and the 
compensation range. 
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APPENDIX A 
page 4 of 4 

b. A training program for field personnel 
including, among other items, the 
information required by this order in 
paragraphs 2.a, 2.b, 2.e, 2.£, and 2.g 
of this appendix. 

c. A map showing the locations of all leaks 
and ruptures in the transmission and 
d~stribution lines occuring during the 
past five years.. The map 3Mll 
be updated and filed atlIlually. 

d. An effective water conservation plan. 
e. Proeedu:res and forms necessary to maintain 

a system log to record water production, 
pressure, quality, and ehemicals added; 
t~e occurrence of majo= se~lce problems; 
and the dates of preventative maintenance of 
major items of equipment and mains flushing. 



A. 55430 - D. 87609 
JACKSON WATER WO~KS RATE I~C~EASE APPLICATION 

COMMISSIONER WILLIAM SYMONS, JR., Dissenting 

Without a balanc~d app~oach by the government, the utility-

proviGe~, and the customer-consumer, problems in this system 

will not be resolvable. All parties must understand and deal 

with the limitatior.s inherent in a sm~ll water system. 

Local customers cannot demand improved water quality from 

this turn-of-thc-century system while at the same time~ by 

a percentage of 68 to 7 flatly refuse any rate increase to pay the 

cost of improving the ~ater.l/ 

The utility enterprise must not make investments in new 

facilities, thus increasing rate base and ~riving up rat~s, unless 

~ necessary and desirable from the customers' point of view. The 

company must manage resources carefully to main:ain good service 

at reason3ble rate levels. 

And the government, which has a monopoly on coe~cive power 

over the citi:ens and their economic organizations, must wield 

'b' power responsl .y. 

In this instance, that government power, is wielded by the 

Public Utilities Commission. Unfortunately, I find that ~he 

Co~mission exceeds good jucgme~~ in its rough and unfair treatment 

of the applicant company. This particular co~pany has been 

punished by si~ilar treat~ent for some time (see Dissenting Opinions 

Application No. 54960 re: ~iles-Decoto District, D.84903, September 16, 

1975 and D.856S9, April 13, 1976.) Though ~ small company in ,the 

1/ 
- Re Works, Inc. 

survey, 



e A. 55430 - D. 87609 

California const~llation of utility giants, the a~plicant is 

prominent as a company ""ho speaks b~ck to the bureaucracy and 

in its arguments does not abancon to government spokespersons 

the l:loral "high ground" of public policy. One subtle but unsavory 

response by Commission majo~ities has been to disallow one half 

to two-thirds of actual rate case expenses of the company in making 

its presentations before the Cor.~ission.l/ Similar to the Niles­

Decoto case, our record here is one of unjustified delay and stall.l/ 

The case before uS took a year for hearings ~nd was fi~ally submitted 

subject to briefs on January S, 1975. Then the case was sna~ched 

back by an order of the presic.i:\& commissioner so. that "comprehensive 

e management studies" on the six water systems could be made. Stall, 

pursued as a deliberate policy (which I find to be the case here). 

and carried to the extremes we see here, visits confiscatory rates 

upon a utility without the Public Utilities Commission being forthright 

about \\I'hat policy it is actually pursuing. 

No relief has yet been afforded the utility in this proceeding, 

now 2~ years old. Petition for interim relief was filed on February 9, 

1976. It was renewed on Julr 19, 1976, but then denied bJ' ruling 

21 
- Id .• Chapter IV, Ex. 6. 
3/ 
- For similar examples of treatment see the record in A.56700 (Francis 

Land a~d Water Company). The Applicant requested an increase by 
filing under the Commsision's advice letter procedure (June 24,1975). 
After nearly l4 months, staff advised the utility to file an application 
instead. Hearing on the opplic3tion did not occur for nearly a year. 4Ia The case is still unresolved. 

-2-
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A. final dr~ft of :hc management study w~s 

not completed until September 28, 1976. Petitions for interim 

r01ief were fi:cd on October 12, 1976 and again on January 7, 1977 

2nd were ignored. The case drags on. Today's order continues 

the sta::'l. 

. 4/ 
Not only is thlS contrary to law,- but it is uncalled for by 

the facts in this case. Unexpectedly, I'm sure to some, the long 

awaited ~anagement study did not reveal any misfeasance or serious 

deficiency in the six water syst~ms examined, including the 

Jackson Water Works. Nor was any instance established '~here Citi:ens 

U~ilities failed to comply with past Commission orders. ~/ 

Therefore, it is ~~reasonablc of the Commission to still 

refuse to determine an appropriate rate of return and to deny any 

me~sure of rate relief. Since acq~iring this system in 1970, 

Citizens Utilities has shown :lmple good faith in improv:i.ng this system. 

Citizens has made construction expenditures in the rang.! of $600,000: 

in excess of the total plant in service when acquired. 

Even using staff's conservative estimate, the utility now has 

$692,300 worth of plant investec! in the \ .... ater works. Using a long 

series of questionable do~~ward adjustments, the Commission staff 

~nalysis creates a $32,500 net revenue in 1976. Discounting the 

i/See t~e landmar~ case of Smith v Illinois Bell Telephone C~ •• 270 G.S. 
557 (1926) at page 591 where the u.s. Supreme Court said: Property may 
be as e£fectively t:lken by long-continued and unreasonable delay in 
putting an end to confiscatory rates as by an express confirmance of 
them ... " 

§./~~!"'t on the M:'1n:lgeme:"l.t Study of: ... J:lckson Water Works. Inc ••.. 
Authul" Young & Co., (Sept. 197b), Chapter VI, K "Compllance wlth PUC 
Orders'; Chapter IV, Subpart K) p. 36 - 39, together with Exhibit 6 . 
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largest of these adjustments, the negative income tax adjustment, 

would give a net operating revenue of S9,000. Using either the 

$32,500 or $9,000 figure, the rate of return amounts to 4.69% or 

1.30~ respec:ively, in either case this is an unreasonably low 

rate of ~eturn that must be ad~ressed. Yet it is not addressed. 

Inste~d, Appendix A details 4 pages of plans, forecasts, 

schematics, manuals that are (1) to be prepared in the next 90 to 

180 days, (2) submitted to the Commission for an approval process, 

(3) un<iergo "a!'l appropriate demonstration period," and (4) then 

the Commission will hold further hearings to determine a fair rate 

of return.~1 

It is foolishness, from 3. cost-benefi t pe.r.specti ve , given 

~ the small number of water customers~to have their water works gear 

up to a Pentagon"type planning and report level. Tnese reports and 

studies must be paid for in increased water rates. 

The utili t)" may -:.;ell balk on behalf of its ratepayers at this 

excessive expenditure for paperwork. The utility also is justified, 

based on its experience to dat~ to balk at the structure of delay 

built into this order, as well as the uncertainty of being 

compensated for these expendi~ures. I was appalled that in the 

companion case to this, (A.S5430, D.87608, p. 13) C~ccepting the 

Report on the Management S~udy) we only allowed the utility to 

recover $23,900 of the $61,200 expended by the utility in the 

course of producing the very studies that this Commission had ordered. 

61 
- Maj ori ty Opinion, !-fimco, p. 30, Finding 4. 
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The $4, Z.O,q_;~.r the DrossIer Report is an example: Not liking 

the res~l~s of the customer attitude survey. which contacted 772 

households, the Commission majority refused to reimburse one cent 

for ~oney laid out by the utility. To discount evi~ence is of 

course the right of the Comcission, but ~o order a utility to do 

a survey, and then without good reason not to allow o~e cent for 

the cost of this effort is ~rbitr~ry and capricious to the extreme. 

r conclude that the applicant is being treated improperly and has 

the right to relief from this oppressive conduct. 

San Francisco, Californi~ 
July 19, 1977 


