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tatement of Facts

Citizens Utilities Company is a holding company providing
Tarough its subsidiary companies in many states across the rnation elec-
tric, telepnone, water, and gas service to customers in over 550 con~

Maintaining general offices in Nerth Highlands, Califernia,
its subsidiary, Citizens Utilities Company of California (Citizexzs),
provides water service in various California districts, including as
relevant here, the Suburban system of its Sacramento Districet.

Iz the fall of 1976, W. Art Sutter (Sutter), a real estate
developer, developed a l3-acre narcel of land in Sacramento at 3Zradshaw
Road and 0ld Placerville Road into a 45~lot subdivision known as Sutter
zstates Univ No. 1. Iz the course of his developing the subdivisioen,
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Suster recuested Citizens as the water utility serving the area to ex-
tend water service to the LS5~lot subdivision. In accord with its estab-
lished procedures, Citizens prepared preliminary estimates and on
Sepytemver 9, 1976 put the project out o oid to seven pipeline
construction ¢outractors. Five, including Teichert Construction
Company (Teichert) (suggested by Sutter to be included among those
solicited), returned »ids. Bids were opened on September 16, 1976. .The
low bidder was Wonmor Contracting Company (Wonmor) with its bid for
$16,411.2 '

Concurrently with development of Sutter Zstates Uanit Ne. 1,
Sutter nad developed an adjoining one-acre parcel into a 4-lot subdivi-
sion, styling this additional development as Sutter Zstates Unit No. Z.
Three days after receint and opeaning of the bids for Unit No. 1, Sutter
determined that he also wanted to proceed with Unit No. 2 at the same
<time, combining the two units, and accordingly, telephoned Citizens to
ask that Citicens negotiate an extension to add Unit No. 2 to the project.
Citizens' engineer, Taylor, came up with a total project cost estimate to
cover both units of $27,80L, and cormmunicated this total to Suster.

Assertedly Sutter wanted a detailed sreakdown of costs and
allegedly asked that Taylor get such a breaxdown. Nonetheless, without
waiting to clear up any questions Ze may have zad, on September 23, 1976

The bid request to all bidders provided a fora whereon a bidder merely
entered nis bid "to provide and furnisk all labdor and materials
(except Transite pipe and water meters), tools, expendable equipzent,
and all utility and transportation servi¢es necessary” 1o perform and
complete the job. Listed were three componeats:
) 2,050 lineal feet of 8-inch pipe with fittings
L5 metered water services
6 fire haydrants _ o
There was no provision or requirement for itemization of the bicdding
coatractor's charges.

Interestingly, “Wonmor uncderbid Sutter's nominee, Teichert, on Unit
Y¥o. 1 by approximately $5,000.

At this <ime no written proposal covering the entire LO=lot project
was submitted S0 or cdemanded by Sutter.
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Sutter signed a main extexzsicn agreezment with Citizens covering the
entire LG-lot project (including Units Nos. 1 and 2) and paid the
$27,66L advance ceposit requested.

At the hearing Citizens' explanation of this $27,646L estimate
was that to Woamor's low bid of 316,411 for Unit No. 1, it had added for
Tnit No. 2 2 grovortionate amount dased on its estimate of the main in-

vallation compozent portion of Wommor's bid, and its estimate of the
cost of furnishing and installing four additional home services. Next,
2ad added the cost of the needed pipe, and finally Citizens' standard
percent overhead plus a 2 perceat direct labor charge, and a
ntingency allowance.

Once work bvegan diségreemenzs surfaced anc the Sutter-Citizeas

relationshiy deteriorated. Assertedly, during construction Sutter several
izes tried to obtain a cost breakdown. Sutter further asserts that on
Vovezer 3, 1976, ae sent Citizens a message by certified mail requesting
sas Citizens witahold 10 percent of the contract fuads froz Wonmor
pending Sutter's review of final project costs.é/ Sutter also alleges
tzat on December 1, 1976, Taylor advised Sutter by telephone that Wonmor
nad agreed to a 52.00 per linmeal foot installation price for Unit No. 2 |
vipe. . |

Tae project went ahkead to eventual completion, and on
FTebruary 15, 1977 Citizens mailed Sutter a letter advising of completion’
and relating <hat the actual final project cost was $27,487. A Citizens'

o S~

check foxr S177 represeating the asserted difference between actual and

L/ A copy of a Message-Reply form bearing such a typed message was intro-
uced by Sutter as Ixhibit No. 3 to sussort his contention. It bears
20 indicavlon of mail certification, and at the zearing Sutter was
inable to produce a receist for the asserted certification of tae mail.

. ¢ fiece of paper at the hearing (Sxhibit No. L)
ae vestilied was an aid-memoire made at the time bearing this
tion, contencing that tiis slip of paper supported his con-

as.
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estimated costs for The project, together with a summary tabulation of
costs, surporting to siow ast_matnd ianstallation ¢ost versus actwal or -
adjusted instellation cost, was enclosed. Sutter objected, demanding
cetails. DeSpite further letter exchanges axnc meetings between Sutter
ané C‘tizens, Sutter remained unsatisiied, assexrting that under ais
reconstruction of costs the total should have veen different and
claiming variously that there was an eatitlement to 2 51,639 refund
instead of S$177 and that a 81,462 shortage was unaccounted for. At-
tempts to reconcile cdifferences through the Consumer Affairs Branch of
the Commission failed and this formal complaint resulted.

A duly znoticed public hearing on tiais matter was held in
Sacramento on December 11, 1978 bvefore Administrative Law Judge Joan B.
Weiss. After cenclusion of the hearing the matter was submitted upon
receist of a late-filed exhibit on December 12, 1975.

Discussion

in its relations with subdividers desiring service Citizens
is bound py the previsions of Rule 15, a standard main extension rule
romulgated by tals Commission for regulated water utilities. It con-
tains the following applicable standard language:

"Any applicant for a main extension requesting the
uz;l;tv Lo prenare detailed claks, specification
and cost estimates shall e recuired to deposit
with the utility an amount equal to the estizated
cost of sucn material ne utilivy shall upon
recuest make ava;lao*e, wztnzn L5 days af fier re-
celzt of the dezesit referred to acove, such plans,

soecz ications, 338 cost estimates of the proposed
main _x‘;e-zs..on."‘i/

As noted earlier, when approached by a subdivider seeking a
ain extvension, it is Citizens' practice to put the project out o bid

%0 obtain _nstal¢atzo“ cOStS, rather than tc use in~house estimates.
Once obtained, To the low bid it adds the cost of the pive estimated
as needed, a 2 percent estimate for direct labor costs, plus 5 percens

-

£ that direct lator for direct laber overhead, and an allowance of

8/ Paragrapa A-5-3.
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5 perceat for contingencies. Contractors who bid on a project are not
asked to supply detailed breakdowns of individual installation items
(excent te categories necessary to conform to reguirements of the

rmission's Uniforz System of Accounss). The contingenesy allowance
is to grovide against unforeseen or vausual sitvation which zay be
zeountered once the sroject is begun. After a project is completed,
an adjustzment is zmade between the parties to account for any dilfference
between the amount advanced by the subdividers deposit and final actual
costs ol the project.

In the instant situation Citizens followed its custermary
sractice; obtaining installation bids and selecting the low bidder.
Tais enadled it to prepare preliminary information preparatory o

furnisning Sutter with a cost estimate for Unit No. 1. Sutter nad been
closely following taese steps (ineluding asking that Teichert be
included iz the bid list). It zust be appreciated that at this point
Citizens nac zo itemized breakdown of costs pertaining to ger—foct pipe
;nszallat;on, charges for fittings installation, charges for individual
valve installasion, charges for water service dbox installation, or
caarges for hydrant installation. It merely had a contract price for
tae Unit No. 1 project installation; includiﬁg 2,050 feet of main,
Sitvings, and valves shown on the drawings, L5 service boxes and & ay-
drants. Nonetheless, when asked by Sutter on a rush basis to expand
tae »roject to ingclucde Unit No. 2, it consulted with Woamor, and worked
up an estimate to expand Wonmor's S16,41L1 low bid for Unit No. 1 to in-
cluce installation work on Unit No. 2. It then recaleulated its project
estizate to embrace all costs, installation, materials, overnead, laber,
contingencies, et¢. for the entire LO-lot »roject and produced its
sroject estimate of $27,604 to give Sutter. Sutter signed the main

7/ Paragrapa A-5-C of Rule 15 also provides that: "Any differences
bﬁtween The adju stea con svructio ¢costs and the amount advanced
szall 2e shown as a revision of the amount of advance and snall be
vayable w*tnln 20 days of the da e of submlssion of the statement."”




10647 ec .'» . . .

extension agreement Septexber 23, 1976. It provided no separate
exuzeration of individual costs, but merely provided that for a
zotal sum of $27,664, 2,323 feet of mains, LO metered service ¢on-
aections and & fire aydrants would be wrovided and installed.

Through what appears to have Deen oversight and limited
mowledge of existing facilities, after the work began it was deter—
zined trat the yroject would require two additional valves to meet the
requirements ol Cormission General Order No. 103.§/ In one instaace
& valve nad to be added oz Lot No. 10 on Sutterwoeds Circle on tae
ecge o thae Troject where the street terminated. In the second in~

tance the existing main on Goethe Road had been installed many years
srevicusly and the exact location of the nearest valve was not deter-
zined until after work tegan. zastallation of thils valve was necessary
TO prevent customers beyond that point from veing out of water for any
extended period of ';ime.9 These valves were stated to cost'8933 each
installed. Similarly, the project extension obviated the need for a
olowolf valve valued at $160. The costs represented by the additions
and deletion of these resvective valves and their installation were

aclucded as part of the cest overall of the entire project witain the

S27,ob& estimate. Anticipated or not, if required, these resultant
costs are a legitimate part of the cost of the project and are charge—
able To tke sudbdivider.

which recuire a valve every 500 feet or at the intersection of each
block, whichever is closer.

Tais valve was installed in front of Lot No. 1 in Unit No. 1.

5=
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Citizens' breakdown of the firnal costs of the project
follows, segregated by categories:

-

SUTTER ESTATES UNITS NCS. 1 AND 2

Corntractor:

wbnmo“ =~ 2,225 feet pipe and fittings installation 88,957
2xor ~ LG each house services 4,900
wonmor - 5 each fire aydrants

- Subtozal 318,207
Surchases:
uoh“s-wa“v le - pive and fittings
Slueprints
Subtotal

$_ 7,236
Total. Contractor. and Purchases $25,4L3
Citizens:
Labor
Cverhead
Contingencies
Subtotal

Total Cost for Project

* 81,018 charged to the Water Main Account.
S 300 charged to the Water Service Account.
§ 267 charged to the Hydrant Account.

T —
e

Frox the adove it is at first difficult to ascertain a solid.
is for Sutter’'s complaint. The completed project firally ccst Sutter
than the overall estimate upon which he paid the deposiv. IT
was not content with tiZe estimate given hiz by Taylor, he saould
zave required a more explicit breakdown hefore ke signed the agreement
ancé paid the deposit. Muck of the problem herein arises out of the haste
under wiich the sroject was expanded and then proceeded upon; haste
nitiated and caused solely by Sutter's exigent requirements. Rather
2 await new bids for the combined projecs, it was Sutter who asked
s to -égot iate extension of Unit No. 1 to add Unit No. 2.
Citizens' negotiations with Wonmor were concucted oy Laylor
‘and were verbal. Taylor is no longer available as a witness. How

e
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Citizens arrived, item-by—item, at Lts $27, 66& est;mate was never ’ully
explained. In retrospect it is clear that there were three main ele-

ats to tae estizate. The Wonmor installation costs, the ¢ost of the
Johns-Manville pipe, and Citizens' laber, overhead, and contingency
stancard charges. The complaint involved the Wonmor contract and
Citizens' crarges. )

Sutter asserts that there was a poor breaxdown of the elements
oL costs making up Woumor's original bid. 3But the fact remains that
noze was called for under the bidding procedure. And it is alseo a fact
that Wommor's did of S$16,411 for Unit No. 1 was $5L6 less than the next
bvid, and over 55,000 below that of Teichert, Sutter's candidate to do
the work. Contrasted with these other bids, Wonmor's bid, therefore, was
certainly reasonable, and more importantly, acceptable at the time %o
Sutter in that after knowing it ne elected te proceed with Unit No. 2
end asked Citizens 1o negotiate the extension.

Sutter’'s basic disconteniggzgéem' rooted ia the 1,796 dif- A+
ference between Wonmor's final billing of $18,207 for the entire project

nd Wonmor's S16,4ll bid on Unit No. 1, leaving aside for the morent

tae Issue on tiae Citizens' "general aad administrative overhead™ charges.
Sutter in essence contends that the difference is overblown and dlsnro—
wortionate considering that addition of Unit No. 2 involved on_y 230
more main and four house connections. Sutter's coantention is as-
servedly dutiressed by the fac¢t that addition of Unis No. 2 to the
troject eliminated one 3160 blowofs valve.

3ut what dié the 81,796 difference really include? Besides
the cost of imstalling 230 acdditional feet of main and four nouse

betwee the Jonmor contradtor and one/of Citiz exploye e/
,contrac.o“ *or a short while Hac veea married a receptidanist At T\
Citizens. ince dlvorcéd from him,/ she is n onger wznh/C*tmu nS.
/ Citizens'/witness tegﬂ&fzec that z*e receptibnist nad nogthing fo do
1/ xﬂ*- et :“03 ¢t. We reject any legatioy/ of an improger or /cues~
aoké relationshdp between txe :loeglne/coatractor dﬁd Cith
as a7prove

10/ Sttter also ixferred some xndefined i ,nrOprLetg/ n the re;ezlon:g




connections, addition of Unit No. 2 required connection of the extended
main T the existing main beyond the project on Hanks. Street on the
northern border of Unit No. 2. We cannot definitively, retrospectively
compute Wonrmor's lizeal foot charge to install pipe because his Unit
No. 1 vid was not itemized. The installation bid included installatioa
of both pipe and valves. Sutter alleges that on December 1, 1976
Taylor told Sutter that Wonmor nad agreed to a $2.00 per foot installa-
tion charge to be applicable to the 230 feet of Unit No. 2. But this
does not seen entirely credible. Why would Wonmor, already the lowest
Didder oy a substantial margin, install Unit No. 2 pipe at least 17 per-
cent cheaper than he had bid To install on Unit No. 1? Elsewhere (see
Ixaivit No. 2), in what Sutter presented as his reconstruction of the
"hasis”™ for Citizens' $27,60L estimate of September 23, 1676, Sutter
tates that "SL,911 was Taylor's estimate of installation cost of pipe
only from Ia™ (meaning Unit No. 1). By that Sutter projection, Wonxor's
unit bid for pipe installation only for Uait No. 1 would nave been
$2.2L6 per limeal foot for each of the 2,063 feet in Unit No. 1. (Tae
initial estimate bid by Wonzor was vased upon the bvid invitation listing
2,050 feet. However, by December 1976 the project was well along and
2ll wzarties were aware that there were 2,093 lineal feet invelved in
Unit No. 1.) Accordingly, a proportionate estimate, based upon Unit
No. 1L, for the 230 feet in Unit No. 2 would more likely have been 8540
(230 x $2.346), rather than the S4L80 (230 x $2.00) Sutter asserts.
Nozetneless, for arguments sake we will use Sutter's SLE0 figure. TFor

-

Unit No. 2 costs we then would nave SL80 for L:e inst allat*o“. Plus

02 Sor four nome serv‘c»s,l’ess $160 for tae deleted blowoff va_ve.'
<5 or a total of 3700 1o/ for Unit No. 2.

s6/ 10/ The expense incurred by Wommor iz adding the connection on Hanks
Street necessitated by adding Uanit No. to the original project is
unkaown, ovut it would push the 3700 of Unit No. 2 costs even aigher.




2ut it canxot be assuzed, as Sutter apparently does, that the

$1,796 difference between Wonmor's bid on Unit No. 1 and his final
2illing for the entire project (Unitss Nos. 1 and 2) is ascribadle solely
to Unit No. 2 costs. To do so weuld be to overlook the extras on Unit
No. 1; namely, the two S-inch gate valves which were installed at a cost
(accordiag te Citizens) of '$933 @ach. These valves were zot izcluded ~
in the drawings which Jformed tiae basis for Wommor's (and the other
vidder’s) vid on Unit No. 1, and if Wonmor were required to add these
during construction, he is certainly entitled to be paid for thez, and
the acditiozal cost goes to the subdivider. It is axiomatic that the
Sull costs of oringing water to uncdeveloped tracts being subdivided
must be borme by the subdivider (Thurv v Lucerne Water Co. (1964) 62
CPUC 525; Fontana Domestic Water Co. (1928) 31 CRC 117). Furthermore,
it does not matter that the full extent of such costs are ascertained
only after censtructicon is completed. The effect otherwise would be
to shift te the utility, and ultimately to the ratepayers, the cost of
getting water tc lets being develoved, waich cost should properly be
zorne by the ceveloper or land speculatér. Taus, it is azparent that
even the cost of but one of these additional gate valves would, when
added to the $700 Sutter asserted costs of Unis No. 2, account for most
of the $1,796 difference between Wonmor's Unit No. 1 bid and his final
roject completed billing. 3ut besides the additional gate valves,
there 15 also the cost of installing the additional footage of pipe in
Unit No. 1 veyond the 2,050 in the invitation to bid. In all, “onmor
nstalled 2,335 lineal feet of main; 55 feet more than the 2,050 vid
in Unit No. 1 and the 230 added by Unit No. 2. Even at Sutter's Iigure
I 82.00 per lineal foot, tais 55 additional feet in Unit No. 1 would,
acd another S110 to Woamor's legitimate charge. This, plus the Hanks
treet connection, more than accounts for Wonmor's $1,796 difference.
From the adbove analysis we coanclude that Wonmor's charges are sroper
ancd reasonavle.

O
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We next address that portion of Sutter's complaint relating

<0 what Sutter calls Citizens' "general and administrative overhead
mate”. Citizens refers to these items as: (1) labor fee, (2) labor
overaead fee, and (3) comstruction fee. Here we encounter difficulties,
N0t SO much because These items are inclucded, but rather because of
Civizens' zurky way of ixncluding them. Here these items were not
clearly spelled out to Sutter before the work began. Sutter alleges
ne was told that there was a 5 percent urovision included. But th
September 23, 1976 Main Zxtension Agreement buries them entirely,
zerely ssating (see Zxaibit No. 26) that the total project is estimated
to cost $27,86L. ZEven after the project was completed and Citizens on
February 15, 1977 sexnt Sutter (1) a refund of $177 represeating the
¢ifference between its estimate and the final costs, and (2) a letter
(see Zxhinit No. 5) .purporting to include in tabulation form "the detail
of this cost differential,” there was no zeation of any of these three
itex The only amounts saown are the totals on the project stated
separately fer zmaiz, service, aad hydrant accounts. When Sutter de-
zanced cdetails and got together on March 1, 1977 with Citizens' repre-
sentatives Snodgrass and Stradley, he learmed little more. A Citizens’

etter on Marech 29, 1977, supposedly in resgonse to these reguests for

vrther cost sreakdowns, merely added tantalizing hints by vartially

eparating installation and material charges, and in a rearrangement
surporting to set fertz estimates for Unit No. 1 and Unit No. 2322{14/ =

-

still provided no meaningful breakdown to meet Sutter'gf/LQZ}AAJxﬁf, KA

ss./ 22/ 3But the breakdown purporting to separate Unit No. 1 and Unit No. 2
failed to segregate installation costs Irom material costs and did
70T even mention Citizens' labor, overhead, and construction fees
(either in the aggregate or oy subdivision unit). Although the
original estimate (based on Woamer's low did) was for 2,050 feet
in Unit No. 1, zere 2,093 feet was used.
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As we examine the record ia this proceeding we can appreciate
Sutter's growing Srustration. Citizens' shifting sands explanations %o
er involved a shuffling of figures and recapitulations that always
added up T a S177 refund odut securely wveiled actual cost components.
lthough afforded opportunity to de so, Citizens let the complaint go
T0 Rearing and submission without providing at any time a clear-cut ex-
»slanation of its charges. 3Suried in the endless recapittlations are
S2,0LL representing Citizens' labor, overhead, and constructicn fees.
Just what Sutler get for this $2,044 is zever explained clearly. These
items were laid out for the first time at the hearing as to amounts.
Wnen asked wnere the money went, Stradley stated that "the invoices are
in Exniinit 25, and that's exactly where the money went, and it's de—
talled". We do not agree.
Zxhibit No. 26 discloses the following expenditure totals:
nder Direct Labor, $28L was distributed %o the Main Account; $6.00 to
Water Service, and $4.00 to Hydrants.zifaverhead on this direct labor
was in turn distridbuted to the respective accounts ia the amounts of
179, $3.00, and $3.00- Direct Labor includes field inspection work in
connection with tze construction and does not appear disproporticnate
nor unreasozable. Similarly, the overhead in that direct labor appears
reasonable. Taken together, tiae direct labor azd overiaead amounv To
SLS?, 1.8 percent of the no"-Cl*lzens' costs on the *obﬁL& L2/
Going further into Zxainit No. 26, we come to the "Comstru
2 Fee", and it is this eatry in the amount of 31,585 which concerns

Citizens® witness, Stradley, testified that these ladber charges
are dasec upon tize cards submitted by their employees.

As noted earlier, Citizens' practice is to estimate a 2 percent
d“-ecv labor charge olus a 5 percent of taat 2 percent estimate
for direct labvor overhead; in all, a compounded 2.1 percent es-
timate. Here, obvlously, the 1.8 percent acaieved is below the
2.1 percent estimate.
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usS. Also termed a "contingency fee™ during the hearing, Citizens'
witness testified that it was customarily included in an estimate

at 5 perceat ol tctal estimated project costs, "and the purpose of
tzat is Just w0 Egke care of uanforeseens, Jjust like in any coastruc-
tio ‘roject.zzﬁhﬁitness Stradley went on to respond to the Adminis-
trative Law cudge's cuestion: "Were there any c¢ontingezcies found in
this job, Sir?," by stating: "Not to the best of my knowledge, No".
He then went on t&¢ testify that "the contingency fee that nad been
advanced was just rclled intc the tctal moneys advanced.' 3But taen,
en tke final workup of costs represented on Exhibit No. 26, there is
the $1,585 "Construction Fee" charge included in the $27,427 total
cost of the Job.

There appears to be a significant misconception in Citizexns'
viewpoint of the nature and role of these contingency or construction
Jees. They are 20t merely add-ons to the final cost of 2 main exten-
sion project; amounts which are to the extent enused, a windfall te
the utility. The contingency or construction fee portion of the

(s

iﬁ/ If Citizens intends that its contingency fee (or "construction
fee")be part of some forz of a flat, general and administrative
overnead tType charge, a charge to ve levied on the final total
project ¢ost irrespective of contingencies, it should clearly
Ter= it as such, and set it forta as such in each estimate, $O
vaat there can be 20 cuestion about tke charge vefore a sub-
divicer signs a main extension agreement. The evidence here
is To the contrary, with Citizens' witness denying any suck
charge and testifying:

Ve charge a standarc 5 percent overihead for estimating
ourvoses. We charge a 2 percent estimate on direct
1a%0r, based upon our past experience. Those are both
adjustable to actual costs that may be occurring at
the tire. They have aistorically stayed rigat in the
area of 7 percent, Jjust exactly like this job cid.”




of the developer to assure that funds are available
withous ecourse tTo nandle unf oreseen contingencies; but just
as a developer is recguired to advance the cepos;t, a utiliity nas a
- correlative obligation to make refund to the developer of all or any
sortion of the contingency advance which was unneeded to complete the
rolect. Furthermore, the developer is entitled to a full and detailled
explanation of what contingencies arose and of the costs incurred meeting
them. It does not suffice to merely inform the developer that the
ject cost total was less than the estizate, and refund the difference
mtnouu explanation. A public utility is created for public purzoses
anc perfor=s a fuaction of the state. It acquires the status of a quasi-
trustee (Scvih v Ames (1898) 189 U.S. L&A, S4L; Western Canal . v
R.R. Comm. (1932) 216 C 639,547, cert. denied, (1933) 289 U.S. 742).
Tzoe deposits of a subdivider-cdeveloper under these circumstances are
zeld in a sexzi-~ficduclary capacity.
Wnile Citizens' witness initially testified that no contin-
gencies had arisen on this project, on its own work sheets (see
Zxaibit No. 28) it listed a "coastruction fee" in the amouat of $1,585.
It appears, gleaned Irom the record as a whole, that as the result of
nadverteat oversigat or negligent engineering, Citizens overlooked two
$633 wvalves in putting this job ocut to bid and that these subsequently
nad to be added to the project. Thus, its estimate was overrun correcting
these oversights i there were 2o contingencies. The cost of these
valves was passed tack to Sutter - The question is where? The cost of
one such valve we atiriduted earlier as being buried in Wonmor's dis~
srovortiozate total billing for the combined Units Nos. 1 and 2. It
would appear tzat the cest of the second valve was recovered by buryin
it in the "construction lee" item. It further appears that while Sutter
vried To get explanations, ne was instead given a darrage of surmarized
subtotals whilch assiduously avoided ever mentioning the coastruction
fee, although the rearranged subtotals always added neatly up to $27,487.

“1L=




- © o O

Cversights and omissions are regrettable, but they do happen, and they
are to be set forth and explained; not nidden.
In finally resolving this complaint we will use what informa-

we nave been able to extract from Citizens. Given ample oppor-
Tunity over a year and a half passed in communication on the subject,
and again at the kearing, to produce a full detailed accounting of the
"Totval Costs Units Nos. 1 and 2 Sutter Zstates,'" Citizens has piecemeal
coxme Jorth withor supplied information by which we have been able %o
exerally account for all save approximately $652 of the $27,487 stated
it to be the final costs. We therefore conclucde that this $652
alance was not expencded on this project and will order that it be re-

3

tnded in full to Sutter within 45 days of the effective date of this
réer.

-
]
-
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indings of Fact

1. Tae adjacent real estate subdivisions known as Sutter Zstates
mits Nos. 1 and 2 are situated iz a suburban area in which the ‘public
vtility water services are provided by Citizens.

2. Sutter, the subdeveloper of Sutter Estates Uaits Nos. 1 and 2,
reguested extension of water service to 1ts two uaits in the f£all of
1676.

3. Preparatory to furaishizg Sutter with an estimate of the ad-
vance required under its Main Extension Rules, Citizens put the inmstalla-
tion project out to bid. The low bidder was Wonmor.

L. Closely following developments in the preparation of the
esvimate, Sutter at the last miaute determined to add Unit No. 2 to the
sroject. To save time Sutter asked Citizens to expand tiae L5-home
Uait No. 1 project to include the L-home Unit No. 2 extensiox.

5. Citizens recomputed and gave Sutter a total Unit Nes. 1 and 2
project cost estimate (without cetailing component costs)ol 327,564 on

1976, and Sutter thereupon signed a Main Zxtension Agree-
sroject, advancing the 527,864 denosit. ’
Tae project completed, Citizens on February 15, 1677 informed
Sutter that the final total project cost was $27,487 and refunded the
S177 remaining from the deposit.

-
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7. Sutter repeatecly dut unsuccessiully recuested detailed
componexnt cost dreakdowns from Citizens; in response receiving a
series of analyses and recapitulations which totaled $27,487 tut
veiled component CoOSts.

8. During comstruction there were unanticipated additional costs,
including valves, and it cannot be assumed that the dollar difference
vetween Wonmor's did on Unit No. 1 and Wonmor's final billing for the
entire completed project is ascritable solely te.the addition of Unit
Xo. 2 to the project.

. Wozmor's charges for the eatire project, considering the
facts of the amount of its bid on Unit No. 1, proporticonate probable
costs for Unit No. 2, and the additicnal elements added during construc-—
tion, have 20t been shown to be anything out proper and reasonable.

10. Taere has been no credible evidence presented of any improper
relationszip between Citizens and Wonmor.
11. At the nearing Citizens presented a breakdown of alexents in
Jindl total costs for the project which breakdown identilied one-of
lexents as a coatingency charge labeled as a "construction Iee"
in the amount of 31,585.
12. Citizens was unwilling or uzmadble t¢ furnish a breakdown of
ts "construction fee"” of S1,585 veyond conceding that a valve added

cost S833.

13. In that the depositm of a subdivider are held by a utility in

a semi-fiduciary cazacity, Sutter was owed & more detailed accountin
¢ funds spent as contingency items.
Conclusions of Law

L
L

Q
-

1. Citizens has failecd to :ronerly ané adeguately accouwnt for
contingency expexnditures on this project.

2. Citizezs should te recuired to refund an additional 3635
<o Sutter.




C.106L7 ecg' .

QRDEIR

- -

<7 IS ORDERZED that Citizens Utilities Company of California
refund az additional $652 to W. Art Sutter from the $27,6LL advance
deposit made to secure coasIruction of a water main extension to fur-
nish pudblic utility water service to Sutter Zstates Units Nos. 1 azd 2,
and that said refund be made within forty-five days of the effective
date of thais order. ‘

Tre effective date of this order shall be talrty days alter
Tze date nereofl.

Dated JAN 8 - 1988 , at San Francisco, California.




