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Decision 89 11 016 NOV 3 1989 

BEFORE THE PUBLIC OTILI~IES COMMISSION OF THE STA~ OF CALIFORNIA 

In ~e Matter ot the Application ot ) 
CITIZENS UTILITIES COMPANY OF ) 
CALlFO~ tor authority to' increase ) 
rates an4 charqes tor water service ) 
in its Felton District (U-87-W). ) 

------------------------------) ) 
In the Matter ot the Application ot ) 
CITIZENS OTILITIES COMPANY OF ' ) 
CALIFORNIA tor authority to· increase ) 
rates and charqes tor water service ) 
in its sacramento- Oistrict (U-87-W). ) 

--------------------------------) ) 
~n the Matter ot the Application ot ) 
CITIZENS UTILITIES COMPANY OF ) 
CALXFO~ tor authority to- increase ) 
rates and ehar~es tor water service ) 
in, its Guernev;I,.lle District (U-87-W.) .. ) 

-----------------------------) 
In the Matter ot the Application ot 
FRANCIS· LAND AND' WAXER COMPANY tor 
authority to- increase rates· and 
charqes tor water service in the 
City ot Ferndale and vicinity, in 
HWDtIoldt county (U-26-W). 

) 
) 
) 
) 
) 
) 
) 

--------------------------------) ) 
~nvesti9'ation on the commission's. ) 
own motion into- the rates and. charqes) 
ot . CITIZENS UTILITIES COMPANY OF ) 
CALIFORNIA, a calitornia corporation,)' 
in its MON'rARA DIS'I'RIC'r.. . ) 

------------------------------) 

Application 89-03-028 
(Filed.' March 21,. 1989") 

Application 89-03-029 
(Filed March 21, 1989) 

Application 89-03-030 
(Filec1 March 21, 1989) 

Application 89-03-031 
(Filed March 21,. 1989) 

I.89-02-011 
(Filed FeDruary 8, 1989) 

Cooper, White &I Cooper, ~y E, Garth Black,. 
Attorney at Law, and Lawrence 0' Ad.elio, tor 
Francia Land and Water.Company~ RonAld E. 
Walsh, for Cit:1.zens.Utilities Company of 
ca11torniaan4 FranciaLan4anc1,Water, 
Company: applicants. .. 
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A.89-03-028 et,al. ALJ/AVG/bg * 

Carlos E. Benemann, tor Ferndale Intervention 
Team; Sher,.,in as Wiersig, tor City Council, 
City of Ferndale;. Messrs .. Armour, St. Jobn, 
Wilcox,. Qoodin & SChlotz, by James P, 
saueri, Attorney at Law, tor Sweetwater 
Springs Water Oistrict~ and Bryee Hz Burton, 
for California Oepartment of Health 
S~rviees, Public Water Supply Branch; 
interested parties. . 

Lawrenee Qr Gareia,. Attorney at Law, and Arthur 
Jarrett,. for the Commi •• ion Advisory and 
compliance Division. 

o po XI X Q' H: 

fi3D'M'a Of DecisiQJl 

This· decision authorizes the· tollowing rate increases to 
Citizens Utilities Company of cali~ornia (Citizens) and Francis 
tand and Water Company (Francis). 

pistrict 
Felton 
Sacramento 

Francis Land " 
Water Company 

$ 

12§2 
Amo~n:t Egx:s:~n:t 

31,.800 20.07 
1.·,21.6.,. 700 17.02' 

71,700 42.58: 

1222' 
bmgunt E~X:S:iln:t 

$ .16·,.700 3.41. 
259;1.00, 2'.97 

5,400 2.22 

The increases are based on rate of return of Citizens' 
rate base ,ot 10.29% tor each of tha two years. The related return 
on. common equity is· 11.75%. 

The decision also· orders further .vidanti~h.arinqs to· 
address service problems: in Citizens.' Guerneville: District and 
defers the rata revision tor the district until the hQarinq~ are 
completed and. tha.commission issues a decision .. 

In the Order Institutinq Investiqation eX.) 89-02-011 
conc_rninq Citizens' Montara Oistrict, thi$ decision ~ind.a that 
Citizens .. is not earning' a rata. of return' in excess- ot the last 

. '. 
authorized· rat., o~return ~or theXon'bLra D1str1ct~ 
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A .. 89-03-028 et al. AI:1/AVG/tlq * . ' 

Background 

Citizens is an operatinq public utility corporation witn 
its principal place of business located in Redd1nq, california. 
Citizens providQs public utility telephone and water services in 
various areas o~ california. 

Francis is a wholly owned 'subsidiary of citizens' parent 
Citizens Utilities Company, a Delaware Corporation. Francis' 
principal place of business is, located in FarndalerCAlitornia. 
Francis provides public utility water service in the City ot 
Ferndale and vicinity in Humboldt County. 

On March 21,,, 1989 Citizens tiled applicationa. requ.estinq 
rate increases for water services in its Felton (Application CA.) 

89-03-028), Sacramento (A.89-03-029'), and Guernaville" (A.89-03-030') 

Districts.. Francis also- filed an application- CA.89-03-031) for 
increase in rates tor 'water servic .. ·, on Mareh21,. 1989:. Citizens 
and; Francis requested the followinq,rate increases: . 

1282 l22g 
pistrict 
Felton, 
Sacramento, 
Guerneville 

~g3.1.Jl:t EII'ID:t·' AmguD:t :e~:CS;lll't 

Francis Land & 
Water Company 

$ 2'10,325, 

2,193,142 

447,392' , 

223,819 

54 .. 3 $. '4,6,.890 

31 .. 0, 360,443 

41.0, 118·,361 

135 .. 0 7,655-

The request tor rate increase. for bo~ citizens and 
Francis was based on A rata· ot return on rata bAse ot 11 .. 73%'. 

8.0· 

3.7 

7.50 

2.0 

On April 10, 1939, Citi.zens. and Francis' uencled their 

applications., In their amencled.appliCAtions Citizens and. Francis 
request a. rate of return on rate baae ot between 11.85% tOo 12 .. ~t 

based on return on common equity of between 14% an41st. 

, On February 8,. 1989~ the CODission issued I .. e9-02~Oll on 
its own m.otion into the rates.' and charges in· citizens.' Montara' 
District. 
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A.89-03-028 at 41. AIiJ/AVG/bq: 

This decision addresses these appliCAtions and 
I .. 89-02-0ll which wereconsolid.ated tor hearing's. Followinq is a 
brief description ot the three districts and Francis. 
Felton District 

The district serves the unincorporated area ot Felton and 
v1cini~Y'.. Allot' the district's. operation is within santa cruz 
county. 

A diversion on Fall creek is the system's. surtace source 
ot water supply:. '!'he system's qround water sources include Bennatt 
an4 Bull Spring'S and one well equipped, with a deep well turbine. 
Nina reservoirs and tank5 ot various sizes provide a total combined 
storage capacity ot about 8.71,.000 qallons. 

As ot Cec~er 3l" 1987, the distribution system 
con~ined ,about 119,000 teet ot. transmission and distril:lution mains 

that varied in'size trom·' 1-1/2 inch •• to, 10 inch •• in diameter. 
Also·,. as ot ,December 31" 198.7, this system' had 1,,301 active metered. 
service connections" and. 7 private tire hycirantconneetions. • 

The d.istrict"s operation is conducted. trom'an ottice in 
. ." , 

Felton by a .distriet manager,. a superintendent,. ,two service 
persons,. and one service clerk~ 
Sacramento District 

The district provid.es water service within areas ot 
Sacramento County commonly known as Lincoln Oaks,. Royal Oaks" 

Arden, SUl;)urban (Rancho Cordova and Rosemont areas), ParkWay, 

sunrise,. City of Isleton, and vicinities. 
~he district's water supply is provided by 9& deep· wells 

located strateqically throuqhout the areas served. ~hese wells 
produce approximately 10.23 billion gallons of water annually which 
is d..livered. to customers throuqh .appronmately 2,500,.000 teet of 
4is'tribution main. '!'he •• maina are primarily asbestos. cement pipe,. 
1-1/2 inches to .. 20, inches in diameter. 

}J.S. of Oeceml:)er 31" J.9S7, thadistriet had. 44,768 

c:uatomers,.f'36r 086.of 'these were :flat rat~ eustomers' and. 4,,532. were 
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metered customers. The district also serves 359 private tire 
protection connections and 3-,791 pUblic fire hydrants. 

'I'hG district's operations are con4ucte4 from the office 
at 3335· Lon~liew Drive,.. North Hiqhlands.. The clistriet manaqer, 12 

adminiatrative and office employees,.. anet 21 tield~ employees operate 
in or out of .. this office.. crhe qeneral mana9'er of 'Citizens' 
california wj~ter operations,. 'his administrative,. engineerin9', and 
drafting' statf also· share this facility. 
Guerneville ;District 

Th •• diatrict Hrves the resort areas of Guemeville, Rio 
Nido,. East Guernewoo4,. Guamewood.· park, Northwood,. Monte. Rio, 
Vacation Bea,c::h~ River Meadows, and vicinity, alonq the Russian 
River. 

The district obtains its primary source o~ water supply 

from· several, wells· throuqhout the . system.. The district has. nine 
booster pwnps. in the system ranqinq from 1 HP to· 15- HP',. and a total 

. storage capacity of approximately' on. million qallons. in tanka that 
! . • 

are .tocatedat different elevations throuqhout the distribution 
system·. 

As.. of December 31, 1987 the system consisted of 
app:z:;oximately 430,000 feet of transmission and distribution ma.1ns, 
3,302 active~ metered services, and- 3 private fire hydrant 
connections .. 

~e district maintains· an office in Guamevilla where the 
district manaqer, offic.m.anaqer,. superintendant,. thre. clerks, an4 

seven service persona are located. .. 
Francis 

Francis provides water service in the City of Ferndale 
and vicini t~~ in HWDboldt County .. 

Francis' main source of water supply is. from tunnels,· 
sprinqs,. and a. well. 'rhe combined. yiel.d. o:f all: sources. is. 
estimated to ):)e from·' 23S to· 3.30qallons.. per minute,., dependinq on 
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A.89-03-028 et ale ALJ/AVG/'DcJ 

the season ot the year. 'rhe amount ot wat,er sold in 1987 was 
slightly in excess ot 84,000 hundred cubic teet. 

~o· concrete reservoirs with a combined capacity of 1.33 

million qallons provide storage tor the system. In addition, the 
system· has five small collecting tanka.. Francis' total combined. 
capacity is about 1.3& million qallons. 

Tbe distribution system· in Francis' service area include. 
approximately 60,000 teet of ma1n varying. in, size up to 10 inches. 

As of December 31,. 1987; Francis served. 666 metered. 
customers and 3 private t1re hydrant connections.' 

Francis' local operations are conduetad from its office 
in Ferndale. In add.ition to the local superintend.ent,. there are 
two service.cler](s. shared jointly with Citizens' telephone 
operations and one full-ttme service person. 
Public Keetings and Bearinga 

A$ part of its 1nvestiqation,,' the Water Utilities Branch 
(Branch) of the Commission Advisory and COmpliance Oivision 
conducted informal public me.tings in eaca of the service areas_ 
In addition to the project manaqer trom·Branch, 'the public meetinqs 
were attended by Citizens' general manager ot california water 
operations and local district managers. 

Based on the comments received at the informal public 
meetinqs,. the project manager recommended that public participation 
hearinqs (PPH) be held· in,all service areas. Aceordinqly, PPHs 

were- held before Administrative Law Judq. Garde in Felton, 
Sacram.nto" Guerneville,. and' Fernc141e. 

The PPHs in Felton, Guerneville,. and. Ferndale- were 
attended by over 150 people. The .. customers complained about the 
quality and/or eost of service provided by Citizens and Francis. 

Evidentiary hearinqs. were· held in San Francisco- durinq 
the periocl July 31,.. 1989 to Auqust. 4, 1989. Theproceedinqs in 
A.89-0.3-028:, A .. 89-03-029' A.89-03-030,. ,and: I .. 89-02-01.1 were 
subJdttedupon, the receipt ot concurrent br1efson ~uguat 21~ 1989. 
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A.89-03-028 at a1. AJ,;1/AVG/bcJ * 

Althoug'h this order addresses most ot the, issues.: in A.89-03-03l,. 
turther hearings in ,the proeeec!11ng were held on SeptemJ:)er 19', 1989 

tc> address certain expense and rate base items. 
llsuea 

During the hearinqs, Citizens stipulated t~most ot 
Branch's estime.tes, so only a 'lew issues were litigated. d.ur1nq the 
evidentiary hearing's. There were two types of contested issues 
between Citizens ana Branch. ~. first kind'applied t~ all 
districts and the seconcl kind applied to specific districts: 

were:. 

The disputed items, common to-all 41strictswere: 
1. Rate of return. 

a.. cap'i tal structure. 
b.. Return. on equity (ROE). 

The disputed: items in relation t~ individ.ual <1istricts 

2. Sacramento Distriet -'~. addition ot one 
employee plus related expenses, tor test 
year 1.990. 

3. Francis - 'I'he addition ot one-halt employee 
plus related expenses tor test years 1989 
and 1990 and the unamortized legal and 
regulato~ expense incurreci in connection 
with contl.nued' hearinqsin A.60303. 

4. Rate base tor, Francis .. 

In addition to Citizens and Branch, Ferndale Intervention 
'ream (FI':), City Council ot the City ot.Ferndale (Fernda14),.the 
california Department of Health Services (DBS.) ani:! the Sweetwater 
Springs Water District (Sweetwater) were active partieipants in the 
procee4inq. FIT- and Ferndale are interested. in Issues 3 and. 4. 

Sweetwater recommends the following for the Guerneville Oistriet: 
0- Since Citizens has pursuec1-' its main 

extension replacement program in an 
unreasonaJ:)le and. haphazarc1 manner, the ' 
Commission should. delete from, rate ~ase all 
amounts associated. with'main extension 
r.placem~ts tor the years 198~ an4 1990. 
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A.,89-03-028- at al. AL:J/AVG/bq 

0- The Commission should substantially reduee 
Citizens' otherwise authorized rate of ' 
return because of the poor quality ot water 
serviee provi(!lecl'by Citizens in its 
Guerneville District. 

. DKS requests that Citizens ~e orclered to- submit a master 
plan cletailinq the defieieneies in the Guerneville system and the 
method of eorrecting, the defieiencies.. DRS also- requests that 
Citizens shoulcl seek the approval of the master plan from-DRS and 
the Commission ~.for.makinq any improvements to-the: system. 
Resglts ot Operation 

Tables ~ through 6, show a eomparison ot Citizens' and 
Braneh's estimate of results of operation for 1989 and 1990 for the 
thre. districts un4er eonsideration. Tables 7 and. 8-.show a, 
comparison of Franeis' and' Branch's estimates of results of 
operation tor ~989 and 1990 ..'l'h. tables also- show' the adopted and. 
authorized results of:, operations. .. 

The adopted: quantities,. tax. ealculation, and. eomparison 
of ,rates are; includacl in Appendixes. C,: D" and<E, ::raspectivaly. 
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A.89-03000028: at ale JJ.:J /AVGfbq * 

1'able 1 

Citizens utilities o:II{I,,:n'.( of caJ.i!o:mia 
Feltal Oist:rict 

S\mIDa2:y of . Earnin;Js .. Raconciliaticn 
Test;. "fer '1989 

J\dcpt«\: ' 
at 

It&D CitiZens. ,DU .. BtA¥rl+ Pr"rt RatM 

Oparatilq Revenues $ 407.5- $. 0.0' $. 407.5- $: 407~S . 

De4UcticDs 

O&K !)(penses' 156.2 0.0 156.2 1S6.2~ 
A&G,~. w.o 0.0 113.0 113.0 
'l'aXes. otber than Incc:m8 22.5 ' 0.0 22.6, 22.6-
Dlpted.atial 37.2 0.0, 37.2 37..2' 

sutrt.otaJ. 329.0' 0.0: 329'.0 329.0: 

tis 0peprt1ng Revemo 
Betaz:e Incxme Taxes 78 • .5- 0 .. 0 78 • .5- 78~.5-
:tD::cmB ~ 14.1 0 .. 0 14 .. 1 14.1 
Net ,Opctrat.in; Revenl.18 64.4 0.0 64.4 64.4 

Rate Base, 1,097.9 0 .. 0 1,.097.9 1,097.9' 

RataotRsblm 5 .. 87% o.cot· 5..8" 5.m 
Est.:imted Rate ot Rebl:rn 11.73t 1.4$l&· 10.2"- J.O.29t 

Est .. Net Oper .. Revenue 128.8- 15.9& 112..9, '113.0 

Net RevcIue Deficiency' 64.4 15.9& 48:.5, 48.6 

Net to, GroIa ltJ.ltiplJ.er l.68325- 1. .. 68325. 1.68325-

Raverme Iraease 108~4, 26.aA 81 ... 6- 81..8' 

- 9--
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J\dcpt«\ 
at 

aut;b. FIt-
,/ $ 489 .. 3 

159.7 
113.0 
22.6-
37.2-

329.S 

159..8 

1 
46.8: 

113.0 

1,097.9 

10.29% 
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Adcptecl, J.dcptecl 
at at 

I lW CitiZ ... · W',;. , Brllncjb. Pasent Raw Au1:h. prrtes .y ! " Opel:a't::inq Ravenuas. S. 408.1, $ 0.0 $. 408 .. 1' . $: 408 .. 1 $ 506.7 
I " 

Deductions 

.O&K~ 168,;2 0.0 168.2 168.2 168..8' 
,A&G Expanses ll6.4' 0 .. 0. ll6.4 ll6.4 1l~.4 
1'a.s other 1::.han Ino:me . 23,;4 0 .. 0 23.4. · ' 23'.4 • 23.4 
Oeprec:iation. 37.8: 0.0· . 37~8:' 37.8: .37.8,' . , 

I 

SUbtotal 345.8; 0.0' 345.S; 345.;8: 346.4' 

• Net Qpm=ntim Revenue 

Befaz:e IncaDe 'l'aXas" 62.3 0.0 62.3 62.3' 160..3 
Irla:me. Taxes. 8.2· 0.0 8'.2 8.2 47.6· 
Nee 'Operatinq. Ravem1a 54.1 0.0' 54.1, 54.1 112 .. 7 

Rata Base 1,0953 0 .. 0 1,095.5 1,.095 .. 5, 1,095..5 

RateofRstum 4.94%. 0'';00% 4.94% 4.94t 10.29% '"," 

EstbDated. Rata of Rat:um U.73% . a 
1.4~ 10.28%. 10.29' 

Fst .. Nct(par. RevenJ8 128..5- 15 .. 9a 112 .. 6- 112.7 i 

15.9& 
i 

Net Rfiemla. Defidanc:y 74~4 58.50 58.6- I, 
I 

Net to· Gress !t.1ltipl.1ar 1 •. 68325- 1 .. 68325, 1.68325-
" Revenue Increase 125.2' 26 .. ,a' 98 .. 50 98.6 

a 
' Diffexenoe due, to- est:llDated':rate of xat:m:n.. 
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• 'rable3 
I • 

1.dcpte1. 1.dcpte1 
at at 

ltD· Citizens w. Brm:;h Present arts. Auth· .'Sates 
/. Opemtirq Revenues $ 7,149.6- $ 0.0' $.7,149.6, $"7,149;6- $,8,366.3-

I:!educt1ons· 

O&H' Expenses 2,.739.5 0.0 . 2,739.5- 2,739.5- 2,741.S 
},M;. ExperlIIes 1,970.2' 0 .. 0 . 1,970.2 1,.970..2 1,970..2' 
Taxes' othar t:Mn IncaDe 294.1 0.0· 294.1 294.1, 296.4 
0epJ:ec:iat:l.al 1,298.4 0.0 1,298.4 1,298..4. 1,.298.4 • , . 

SUbtotal 6,.302..2 0.0 ' 6~302.2' 6,302.2 6,306.5 I 
I 
! • Net: 9Deratin::r lWJenue 

Be.t'ore Ino::ma 'l'8Xes. 847.4 0.0 847.4 847.4 2,059.8- r Inxme· Taxes 223.3, 0.0 223.3· 223.3 711..2' Net· cperat1ng' Ravemla 624 .• 1 0.0' . 624.1 624 .. 1 1,348.6-

RAta :au. 13,106.0· 0.0 13',106 .. 0 13,106.0 13,106.0 

Rata at Rab.XI:n 4.76t o.~ 4.76t 4.79 10~m, 

Est.:bDatacl Rate ot' PJrturn 11.73% a 
1.4~ 10.28% 10.29% 

Eat.N.t:. Oper. RaverIla 1,S37~3 190.01 1,347.3 1,348.6 
,. 

Net Ravat1le Dllticiency 913 .. 3 190.:0 723'.2' 724.S· I 
I 

Net to Q:a;s ~tiplier 1.68024 1.68024. 1.67942 

Rfienua' Inc:reue 1,.534 .. 5- 319.3· 1,.215..2. l.,.216.7 

I 
I 
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CJperating'. Rsvemles 

Deduct:igw 

O&M~ 
A&G Expenses 
TaXes otber·than Ino:me 
Depted.aticl1 

SUbtatal. 

NG 'C!pera1;im Reyenue 

13etca:a' :rnccma ''nixes. 
:tno:ma 'nJxsa. 
NetOperatinq :Ravam1e' 

Rata Base 

RateotRst:uxn 

Est:lmatecl Pate of Retux:n.. 

Est~ Net epar.-~. 

Net RaverJue Oefieiency' 

Net to- Grcsa. fo1lltiplier 

Revenue· Inc:rease. 

s:1tUens., 

$1,069.0 

534.6· 
3.28.6-
66 .. 9 
88.3. 

1,018~4. 

50.6-
(13.4) 
64.0 

2,669.4 

2'.40% 

11.73% 

313..l. 

249'.1 

:L~6877X:' 

420.4 

'I'abla S. 

121: .. Branch. 

$.0.0 $1,069.0 

0 .. 0 534.6· . 
0.0 328.6-
0.0' 66.9: 
0.0" - 88.3· 

0.0 ' 1,.018..4 

0.0' 50.6 
0.0' (13.4) 
0.0. 6{~0 

0.0 '2,.669.4 

O .. oot 2.4ot 

l.45tA 10.28% 

38 .. ,a 274..4 . 

38~,a' 210 .. 4 . 

:L .. G31'7:L 

65.3& 355~1 

(P.ed F19uta) 

a Ditterence due to est:ilDD.te:l :rata of ret\m1. 

, , 

Mcpt:ecl k1cpt:ed 
at at 

Present PAtes, Auth. EA .... 

$1,069.0 

534.& 
328.6-

Rota: Sinca we are ar:der:in; tI.1rtbar bear:i.n;Ja to, aLtir .... scvica problens anc1 plant. 
acW.tiala far the d1strl.c:t, anl.y~ at pn8alt mtas. and ccper1Sts that 
are ~ of plant ~,aml:Cng adcptecl'at',this"t±me. 
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A.89-03-o28 at, ale ;.;t;1/AVG(t:q 

(l):)].J.ars. :1n ,~) , 

1ack¢a:1. ~ 
at at 

ltD· ~n .Q1t .. Brm:;h . prpmt B:l1;§ Apt:h. BIt.es 
Operatirq. ~ $1,071.5- $. 0.0 $1~071.S~ , $1,071.50' 

P!I!!'Nations 

O&K Expenses, 573.9 0.0 573.9 573.9 
A&G Expenses. 351.7 0.0 351.7' 351.7 

. 'I'aX.e5 ot:b.er than Ino:me 71~a 0.0 7l.a. 
'Deprec::1atian 94.;, 0 .. 0· 94.1 

SUbtcrtal 1,.091.5- 0.0 ' 1,09l.S 

HE 0pera't1m-.Revenue 

Be!Qt8 Irlccme Taxas (20.0) 0.0 (20.0) 
XlxxIDe Taxes. (43.3). 0.0' (43.3). 
Net 0pmLtin; :Revenue 23.3'. 0.0 23':3 

Rate Base 2,840 .. 5, O~O 2',840~ 

RateotRaturn O.82t, O.Oot 0.82t 

Estimatecl- Rate of P.8t:u:I:n 1l..73% 1..45t~ lO'.2M· 

Est. Net: Ope. Revenue 333.2 41.2a 292' .. 0' 

Net ~ ~ic:iclcy 309'.9' 41.2& 2158.7 

Net to, G:r:tu. Hlltiplier 1.68m 1.6377l. 

Revenue 'Increase 523.0 ' 69.S'-' 453.5' 

<I*i Fi9uxa). 

a OWereuoa cbJe to est:i.matad rate of rct:um. 

Note: since w· are o:r:de:ring turtbar ~. to· add2:esa service ~ and plant 
adcliticna tar the d.1st:ric::t,. only :z:wvarDl8S, at prlSlnt rates. and ~8S tbat 
am' ~ of pl.mtt. est:.:i:matM. az:a bIin;r. adcptecl. at this t:!m. • 
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Adopta1, Adopta1 
at at 

,ltIII. Citiz§ll Dit. Br'arJ#l P;wnt Bat- Auth· 'Rzrt:m 
./ Opcat:l.n; P.8vemJes $168.4 $- 0.0' $168.4 $168.4 $240.1 

Oec!uctia II . 
o&H~ 94.9- 12.~ 82.3 82.3 82.4 
N.G ElcpenMs 90.7 20 .. c: 70.0 70.0 70.0-
'l'ax. ot:ber than Ino:ma 14.3·- 3.~' 11.3 11.3 1l..3-
Daprec:iatian 28..4 12 .. 15.8, 15...8 15.8 

Subtotal 228.3 48-.. 9 179...4 179...4 179.5 

• Net 'Opentirs Reyenue 

BatON .Incc:me Taxes (59.9) (48~9)' (11.0) (11.0) 60.6 1 Inccma,~ (36..1) (21..3) (14.8) (14.8) 14.1) 
Nee Ope:ratizq P.svanI.le (23..8) (27.6) 3.4 3.8 46.6 

:Rata Base 823.8- 370.08 453.2' 453.2 453~2 

Ratao!Ratul:n -2'.89% -3.73%. 0.84% O~ 10.29% ./ 
Fstimated:Rata of Ratm:n 1l~73% 1.4~' lO.2A 10 .. 29% / 
Est.. Net Oper., Rav'arIla 96.6- SO.O 46 .. 6 46.6: 

Net Revenue Deticlency 120.5 77.7 42.8: ,42.8-

Nat to Q::cu. MUltiplier: 1 .. 67471 1.67471 1.67471 

RavenuI' Inc:z:ease 201..7 l:l0.1 71 .. 6- 71.7' / 
(Pa1 P'igu:z:a), 

Far expl.arlat:Lal see p. ).7. 
~ , 

• 
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~.8 

I ' 

Adoptecl, Adoptecl 
at at 

Citizena W. 1!ronc:b. 'Pr'M"t Bls:- Al@. B'¢CI, 

$170.6· $ 0.0' $170.6 $170.6-, $248.6-

O&K Elcpenses, 
A&G~ • 
Taxes' otbar than I.ncaDe' 
Deprad.at1cn 

~ 

Net 9ceratmtRevenue 
Baton 'J:ncc:me 'l'ztxes 
Ino:me 'raxes 

, Net Opent:I.n;J Revenue 
Rate' Base 

RateotReturn 

Fst::1:matecl'Rate of Retuxn 

.98.,5. 
93.2 
15 .. 1 " 
29.4 

236.2' 

85.5, 
72.4 , 
10 .. 1 
16.3 

184.3 

(6.5.6) (51.'9) (13 .. 7) 
(38.2) (22.4), (15.8). 

~i~:~) , ~~:i., 47~:! 
-3.3A -3.80% '0.44%. 

11 .. 73% 1.4~ 10.,28%' 

Est..'Net Oper .. :R8vwIJe 95.7 47.1' 48.7 

Net::R8venUa. Oetic1ency' 123.1 76.& 46.6, 

Net: tc·Q:Qss. Mlltipl.1er 1.67471 1.67471 

Ravamle :trx::rease 206.;2', 128.2 78.0 

(RB:1, Figure) 

(~l 

-16. -

85.5-
72.4 
10.1 
16.3 

184.3 

(13.7) 
(15.8) 

2-l. 
473.4. 

0.44% 

10.29% . 

48' .. ' 

46~6" 

1.67471 

78.0' 

85.6 
72.4' 
10.1, 
16.3 

184.4 

64.2 
15.5-
48 .. 7 

473..4 

10.29t 
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• 
b- Di:Ue:r:enoe due to:. 

, . 

1.. CI»-balf employee excluded by Br:mx:h .... 
2.. Alxa:t1.zat.:i.cl'l of deferred rate case expense ot$16,630 .. 

e Dif!e:rma due to: 

1. one-bal.f employee excludecll:1,{ Branch· (pay.z:olltaxes) .. 
2. Di:Uerences. in plant... . 

d Dittererx:e due to· clitferent plant est::llIIatas .. 

• Wtm:enoe due to· clitferent: plant est::i:matM. 

't Difference due to reo "olen:!ed.. rates ot xetmn ... 

. " • 

• , .. 
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RAte 0" Return 
Since Francis is a wholly owneel' ,subsi4ial:Y of Citizens' 

parent citizens Utilities Company, the rate of return analysis 
discussed below applies to Citizens as well as Francis. 

Citizens' capital strueture consists of two· components: 
lonq-term, debt anel common equity_ The ratio in which these two, 
components are incluclecl is known as debt-equity ratio, or equity 
ratio. Rate of return is a composite value of capital-costs 
expressed as the total weiqhteel cost' of lon9'-term) debt anel common 
equity .. ~he determination of the cost of lonq-term debt is based 
primarily on recordecl costs;. however~ estimates ~ust be made tor 
the costs associated with future debts. ,Determination of the ROE 
is more difficult because' additional factors, such as business. anel 
financial risks, investor expectationS,.. ratepayerinterest,.anel 
equity ratios. 

~he followinq'table shows the rate of return calculations 
proposed' by Citizens and'Branc:h1: 

1 The testimony reqarelinq rate of return and.cost of capital was 
provic1ed:l:Iy the Financial and Ec:onomic:Analysis. Branch of the 
Division of Ratepayer Advocates.. ' 

- 18, -
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Longo-term· Debt 
Common Equity 

Total 

Lonq-term Debt 
Common Equity 

Total 

'table' 9 

Citizens 
[Al 

capita12-
Ratio 

35· .. 52% 
64.48% 

100.00% 

CAl 
capital 
.Ratio 

45·.00% 
55·.00% 

100 .. 00% 

Cost R3te 

1 •. 95%- 7,_ 95% 
14.00%- 15·.00%. 

Branch 

CBl 

Cost'Ratg 

8·.52% 
11.·75% 

[el 
Weightec1 Cost 

CAJ *'CB1 

2.82% - 2'.82% 
9.03% - ..9.67% 

11.85% 12.50% 

eel 
Weightecl cost 

CAJ*CBJ 

3.83'" 
6.46% 

10 .. 29% 

As is evid.ent tromTable 9 , citizens· and Branch recommend . 
different eql1ity ratios, cost of debt,. and ROE. Following is a 
d.iscussion ot each component. 
<;a'QUal structure 

Citizens' proposed capital structure tor the two test 
years is based on its. actual consolid.atad equity ratio as ot 
Oeceml:ler 1988. Branch believes that since Citizens.' consolidated 
equity ratio· reflects.' the overall company capi taliza.tion (which 
inclucles Citizens.' telecommunications. and energy operations), it is 
too high in comparison. to- a. typical wa.:ter utility'. 1'herefore, tor 
ratemakinq purposes,., Branch recommends an imputed. capital structure 
of 55% equity and 4'5% deDt whic:l1 .. :tamora in. 1 ill.: wi thcalifornia. . 
'. . 

----- .'" -...... ". 

2 Durinq the hearings Citizens, rounded ita equity ratio to· 35% 
d.ebt and 65% equity,. with coat rat •• o~ 7.~. and 14%,. respect1vely, 
for a. total weighted averaqe, cost.o't.ll .. 73% .. • 

- 19-
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Class "A" water utilities. Citizens is opposed. to the usa of an 
imputed capital structure. ' ' 

In d.eveloping its proposed capital structure,' Branch 
examined Citizens' capitalization against the capitalization ot a 

" 

9roup, of california Class "A' water utilities and,a comparable 
qroup o't regional water utilitiea list.ClinC.A .. ~er's Utility 
Report of July 1989.. Branch then used a computer model' to· d.evelop 
its proposed capital structure Which "is :based on projeete<! balance 
of Citizens' business and financial risks. 

Business risk is. associated with the dependability ot 
revenues :basad on the stability o't the customer bas. and level of 
technological chAnges. Branch :beli.ve~ that water utilities face 
more, stable and reliable revenue streams than other type. ot 
utilities because water utilities use a renewable ,resource,. face 
minimal threat ot bypass, anet are allo~ed. to: earn a return on 
construction work in progress. I 

Financial risk is associated with the proportional level 
of debt to capital. Financial risk increases as the level ot debt 
increases. This is :because as· the level ot debt increases, the 

I utility's contractual 'tixed obligation ,to make interest payments 
increases and the cost ot marqinal debt issues incre~se~ 
TelecommunicAtions and. energy utilities attempt to offset their 
higher business risk ,by rec1ueinq their !tinancial risk by 
maintaining hi9ber .~ity ratios. 

Debt finaneing is less expensive ~ equity tinancing 
because interest payments on debt are generally less than ,returns 
paid to· common stockholc1ers· and because interest payments are tax 
deductible while returns on common equity are' not. ~e tax savings 
generated by interest expense' directly ~enetits ratepayer~throuqh 
a proportional reduction ot, revenue requirement needs.. 'I'heretore, 
Branch :maintains that it Citizens.' 'proposed· capital ratio· is 

. adopted, ratepayers. will hav~ to pay exce.aiv.coats .. 
I . 

• " 
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, . 
Brancn points out that Citizens is classified as a 

telecommunications utility ~y Value Line rating service. 
Therefore r accordinq to' Branch, citizens' capital structure though 
appropriate :for a telecommWlicationa utility i. not appropriate tor 
a water utility. Branch opines that when Citizens applies its 
consolidated equity ratio, to its calitornia water operations, it is 
in tact imputing a hypothetical capital structure. 

Citizens contends that BranCh'. use ot a hypothetical 
capital structure is, an unjustified departure trom· sound. policy' 
previously enuneiatedby the commission And,is base~ on taulty 
loqic and a distorted view. ot the evidence. Citizens contends that 
the Commission has never adopted the large debt imputation 
rec~mmended by Branch. In support ot contention Citizen$ cites 
0.92604, where we declined. to' :i.=pute a cG.pitalization structure tor 
Calitornia Water service company~ 

*But this applicant has an excellent record ot 
service and a reputation tor responsible 
manaqement behind. it. Where" as here,. the 
applicant propose. to proportion its total 
capitalization structure for the immediate 
future within par~.ters which on their tace 
cannot be said to' ba unreasonable, imprudent, 
or insutficient, and which clearly have been 
shown not to be out ot line with those 
maintained by comparable regional water 
utilities, we will not intervene,. Absent 
exigent circumstances not present here r to, 
induce'the utility by the drastic device ot 
imputation to, substitute Staff's judgment tor 
its own." 

Citizens maintains that the, evidence ~ these proceedings 
supports the Commission's above-eited policy ot eschewing , 
hypothetical capital structure ~or the water districts. 

Accor~in9 to- Citizens, imputinq a substantial amount ot 
nonexistent'debt would. etfectively'prevent it trom'earning- whatev4r 
rate' ot ROE is- authorized: by the commission. Citizens opineatnat 
the, ~a!rn.s .. , of Branc:h's,propcsal is evident when one 'consi<1ers' 

- 21 -
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the tact that Citizens will have, to' convert a large amounto~ 
equity into dept ver:f quickly' in order to earn the authorized rate 
ot return. 

In addition, Citizens offers the followinq reasons to . 
establish the reasonableness ot its. proposed capital structure. 

1. Citizens' NAAA* ratinqs are attributable 
primarily to its telephone and ener~ , 
operations which provide a benefit to-water 
ratepayers. by lowerinq·the cost of debt 
financinq. 

2 • Citizens' requested Gabedded cost ot debt 
(7.50t) and Branch's computed: cost of debt 
(a.52%.) are substantially less than the 
averaqe cost ot del:lt (9'.97%) for other 
Class "AII water companies. 

3. The averaqe debt ratio' tor Calitornia Class 
NAil water companies. was 39.17% for the 
period endinq December 31,. 1988. and del:lt 
ratios have been, trendinq down • 

Finally, Citizens maintains that if the Commission wishes 
to impute nUlDl:lers, then it should not stop· at the equity ratio. as 
Branch did. It should:' impute .other numbers (i .. e.: debt costsi,and 
ROE). which would be more appropriate, tor Citizens" california water 
operations. 
DiscussioD 

Citizens,' diversification into three requlated industries 
(telecommunications, energy, and., water) makes it <1itricult for 
Citizens to· dev~lop a capital structure that is ideal for all three 
industries .. .. 

An increasinq nWDl:ler or services in the 
telecommunications. and energy industries, are beinq derequlated .. 
This trend towards derequlationhas encouraqed competition and 
c.onsequantly has increased>~. business risks for 
'telecommunications. and energy uti11t1es.~ T1tili ties.' have tried to 
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offset this increase in their ~usiness risk ~y re~ucinq their 
financi~l risk by maintaininq higher equity ratios. 

Water utilities ao not face the business risks associated 
with dereCj\1lation. In addition,. water utilities enjoy a stable 
customer ~ase with minimal threat of· l:Iypass. Therefore,. water 
utilities have predictable revenue streams and thus. a much lower 
~usiness risk than telecommunications and energy utilities. 
Accordingly, water utilities' customers should not be required to 
finAnce hiqher equity ratios which are re:nected in the capital 
structure of diversified telecommunications and energy utilities 
such as Citizens .. 

We note that the average capital structure of the 
California'Class *A* utilities is composed. of 57.71% common equity, 
39.17% lonq-term· debt,. and 3.12' preferred stock. In comparison, 
Citizens. has a ,65·.5% common equity ratio- and. a 34.5% longo-term <1@t . , 

ratio. Citizens dOGS· not utilize preferred stock. as part of its 
CApital structure :blend." unlike scme of the california water 
utilities. OVerall,. Citizens' common equity ratio· ot 65.5% is 7.8% 
percentaqe points higher than the 5·7.7% ratio· for the california 
Class *A* utilities.. Also· citizena.' equity ratio· far exceec1s the 
averaqe equity ratio- ot 44% for comparable qroup ot reqioM.l water 
utilities included. in C.A. 'l'Urner's: Utility Report ot July 1989. 
Theretore, Citizens' equity ratio- is not appropriate tor it~ 
CAlifornia water operations. It rate. are set based on Citizens' 
high equity ratio- it would. require Citizens' water customers--to pay 
excessive rates. 

Turning- to Branch's proposed capital structure of 55% 
,equity and. 45%' d.abti we ~elieve- that it is more representative of 
Citizens I water operations in cal itornia .. Based on Standard -& 

Poor'. rating ~.nchmark 1n ~able 10, Citizens will ~. able to 
maintain its "'AAA,.* it. Branch's . recommended' capital structure ,is 

. US~d..tor setting: rates· in. this .proeeedinq.. 'I'heretore,wewill 

- 23' -



• 

• 

• 

A.S9-03-028 et al. ALJ/AVG/bq • 

aaopt the Branch's recommended equity ratio· of 55% equity and 45% 
deDt. ' . 

Table 10 

Standard & Poor's Rating Benchmark Definitions for 
Pretax Interest Coveraqer Oe):)t I.everaqe and 

Ne~ Cash Flow tor Water Companies 

DeRt Rating 
Criteria oM-

Total Debt/capital Less than 
48% 46% - 54% 52t - 60% 

Pretax Xnt. coverage More than 

Branch Proposal 
FoX" 'Citizens 

3.7Sx 3x - 4.25x 2x - 3.25x 

Net cash Flow/capital More than 
7% 5% - 8% 3% - ~ l4.2% 

Next,. we will aclclress Citizens' claim- that the com:nission 
has- not adopted such. high ilnputed c1el:>t ratio for ratemakinq 
puxposes. Contrary to, Citizens-' claims, the Commission has- adoptea 
an imputed capital ratio, tor calitornia Water service Company in 
O.89-04-00~. And more recently, in 0.89-09-048, the commission has 
adopted comparably higher impute~ debt ratio· for San Gabriel Valley 
Water Company. Therefore, acloption of an imputed capital structure 
will not ~e contrary to, the Commission's policy. 

'l'urninq to Citizens" claim that witb. higher equity ratios, 
debt financing become~ cheaper, w. note that there are limits to 
this benefit. First,. lower cost finaneinq afteets the cost ot new 
debt issues only. Also,/, ci tizena already enjoys: a hiqb. "AAA.", 

, I" 

ratinq tro~ Standa:r:c1 & Poor.-'rheref0:t;'e,,· we.l:Ielieve that Citizens' 

3 Based" on Branch'a recommended anel adopte4 rata of return on 
equity of 11.75%." . 
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CAlitornia water operations will not benefit trom its. propose4 high 
equity ratio. I • 

Finally, we will consider Citizens' contention that it 
the Commission uses a hypothetical capital ratio',. it should impute 
other nu:m.bers (i .. e debt cost and ROE) which woull1,be representative 
of Citizens' california water operations. As· will be evident from 
the d.iscussion on the issues of long-term debt alil4 ROE,. the Adoptecl 
rates tor' long-term debt anel ROE are representative of Citizens' 
CAlifornia wateroperati~nS.. We find. the adopte4:i capital structure 
ot 55%. eCI?ity and 4St debt. is reasonable .. 
Long-term Debt 

Citizens' and. Branch's proposed costs ,ot long-term debt ./ 
are 7.95% And 8.52'%, respectively .. 

Citizens used the average of its racor,ded consolic1ated . 
long-term debt as of Deceml:ler3·l,. 1988 and its projecte4 cost ot 
consolidated long-term debt 'as o~ December ~1,. 1989 •. 

Since Branch uses a hypothetical capital strueture tor 
ratemakinq purposes, its cost of lonq-term-clebt was developed·to.be 
representative ot Citizens' CAlifornia water operations.. Branch 
determined. its cost ot lonq-term debt by separating the specific 
d.ebt associated with Citizens' out-ot-state utility operations. 
According to, Branch's estimate approx:imately 5-7%, of the 10nCJ-term 
del:>t outstanding is associated. with Citiz~' ou,t-of-state utility 
operations. Branch contends the remaininq'debt classified as 

. I 

wcompany nonspec1t1c debtW is, the portion of deb~ representative of 
Citizens' california operations. 

Accorc1inq to Branch, in the a)).ence o~:. more precise data, 
it would be' appropriate tor ratemakingpurposes ~o use the cost of 

. . . 
Citizens-' nonsp4lcif:i:c long-term debt in. Braneh's~ proposed impu.ted 
capital structure. 

Branch's method of isolatinq d.ebt costs. tor citiz~' 
calitornia water operations,. thou.gh not .p:recise,,~is: the best 
availa))le •• timat~< based on· the available.data. ': Since· Branch 
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proposes to' use the best available approximation o~ the cost of 
~ebt tor Citizens' calitornia water operations, its propose~ cost 
ot d.ebt will be appropriate for use in the aclop'ceel hypothetical 
capital structure.. Therefore, we will use 8.52:' as the cost of 
10n9'-term. d.ebt tor Citizens' california water ol?arations .. 
RetmD· 00 COlIIJIoo Eauity mOB) 

This is the most ditficult component ot the rate of 
return equation to- evaluate.. Citizens is requeutinq an ROE ot . ' 

14% - 15% tor 1989 and 1990: while Branch recomzl1encls 11.75% as the 
proper return tor the two· years. Both Citizens: and. Branch support 
their rec:ommend.ations. by use ot two· market based tinanciAl moclels, 
the d.iscounted' cash now (DCF) m04el anel risk premium (RP) 1\104el. 
These tinancial modals provide a range tor ROE. 

Branch applied its DCP and RPanalysi~ to a group ot 
investor-owned. water utilities (the Group-) which haVG s:l.milar 
investment risk as· Citizens' calitornia water operations ancl tor 
which; market cia ta was read.ily available'. Branch contends. that the 
only market clata availAble for citizens was, tor:its combined 
operations which includ.e telecommunications, and;:ener9Y operations. 
Branch believes, that market. <1ata for Citizens' c::oml:lined operations 
cannot :=e used to' ass... the business, risk for ~~ts water 
operations .. 

Citizens strongly disaqrees with Branch's assertion that 
Citizens' market· data tor combined, operations. i:1I not valid tor its 
Calitornia water operations. Citizens as •• rts that Citizens i. the 

sola source of financinq tor its water operatiot~ and the cost of 
capital tor Citizens is th& actual c:ost ot capital for its 

" 

California water ,operations. 
BranCh, and· Citizens disaqr •• r.qardin~r c:ertain inputs. to

their OCF anc1 RP' moclels. 
Citizens alae) faults Branch's analyailll, tor tailing to, 

reeoqnize the particular rialta faced. l:Iy C1t1zentl' water operations 
in California,. Citizens' c:ontancls:that'it'will t. required to· malta 

,'I' 
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large investments for ;i.ts water operations to· eo:nply with the new 
health standar4s tor 40mestie water supply. In ,1d.4ition, Citizens . 
faees additional regulatory risk assoeiated with:d.isallowanee ot 
approximately $300',0004 ot plant for Francis. 
Dis<;ussioD 

Both Branch and Citizens relied on financial models in 
arrivinq at their recommend.ations. We :believe tbat the results ot 
various tinancial m04els are goo4 starting points as well as 
analytical quides tor establishinq ROE and that the actual 
a.termination ot a reasonable ROE should :be tempered :by judgment 
and. examination ot particular cirC1.1lllStances surroun4inq the 
utility_ 

Beeause these.models ar~ used' only to, establish a ranqe 
tor ,ROE,. we d.o not repeat the detailed descriptions ot ea~ m04el 
contained. . in this record:.. Add.i tionally,. both parties. have advanced. 
arquments in support ot their analyses. and a criticism.· ot the input 
assumptions used :by the other party. 'rhes. a%'qtlDants are not 
addressed in this decision, given our assessment that they do· not 
alter the mod.el· results.. 'rhese models· provid.e ~, reasonable range 
trom· which to, choose, and we will use them as a :c;uidepost in 
selectinq Citizens' ROE.. In the final analysis,: it is the 
application ot judgment,· not the precisionot tt;ese models,.. which . . 
is the key to· our d.ecision. 

While we are not adcb:assinq the· arqum.;nts in support ot 
the analyses. made :by each party,. we' think it is important to 
address Citizens" concerns reqarcUnq Branch's. USl8 of the Croup tor 
its analysis... We l:Ielieve tl:lat sinc:e we are ac1ol=,tinq a· hypothetical 
capital structure' whic:ll is· representative ot Citizens" Calito:rnia 
water operationa,' it is appropriate to·'use-the <i~~UP: tor ~q the 

" 

4 'rhis disallowance is explained later under.the discussion ot 
Francia" resultaot.operations. I 

i .. 
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DCF and RP analysis.. Branch's recommendation t02:- all elements ot 
cost ot capital (capital structure,. cost ot debtI" and· ROE) are 
intende<1 to· represent Citizens' calitomia water operations.. 1'0 

this extent,. Branch's use of the Group· in inakinq : its' DCF and RP' 
analysis is consistent with its premi.e an<1, theret~r.,. i. 
reasonable .. 

Returninq to the question ot applying' :luc1q.ment, we must 
assess Citizens·' arqu:ments that it t~cea increAS4kd. risk durinq the 
period covered :by these proceedings. W. recoqni:z:e that. Citizens 
may experience additional risk due to· mora stringent water quality 
standards.. W. also· recognize the risk associatecL with the 
possibility ot· the plant disallowance tor Franci~I.. But we doubt 
whether these kinds ot risks make Citizens' water operations as 
risky as its telecommunications. and enerqyoperations. We also 

. doubt it these risks. j uatity an increase in the F:OE.. Since we are 
imputing a capital structure anel cost ot lonq-term de):)t which are 
representative ot Citizens' calitornia water operations, Citizens' 
risks will also· be similar to· those of a water utility •. 

Branch's proposed ROE would. provide Citizens a pretax 
interest coveraqe ot 3.82x (sea 'l'a:ble lO).. 1'his coveraqe with 
Citizens·' adopted de:bt leverage ot4.5% would eas;t;ly quality it tor 
a "A:AA" ratinq accorclinqtothe :bencbmarkdefinitionused:by 
Standard & Poor. 

While we recoqnize that interest cover~!l9'e. and. dellt 
laveraqe are not the only' indicators used by ratinq aqGncies when 
assiqninq :bond ratinq,.. an ROE of 11.75% woul4 certainly improve 
Citizens" chances.· ot maintaininq its "AltA" ratin~r.. Atter reviewing' 
all the evidence reqarc:linq. Citizens.' risk and it:! I; need tor capital 
improvements we :believe that an ROE ot ll .. 75%· is just and· 
reasonable tor Citizens. tor the years 1989' and 1990.. It will 
enable Citizens to· raise the neeessaryeapitAl to finance its 

construction plan £n thesa years... . This adopted ROE produces an 
"" I, 

overall rate ot return or 10.29% tor 1989' and 19~)O • "" ~al)l. 11· shows 
, ..." 'I 
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. the adopted capita.l ratio, cost factors, and' wei;;hted cost ~or 1989 
and. ,1990. 

. Table 11 

Component 
capital. 
Ratios. 

Cost 
Factor: 
. , 

Weighted 
Cost 

1'est Ita" 12,89' nnd 1990· 

Lonq-termDebt 
Common Equity 

4S.00~ 
55.0Q· 

100.00% 

x 8'.52% 
x 11 .. 750 

Sacramento District - Salaries and Wages 

• 3.82% 
- 6,46 

10 .. 29% 

Citizens proposes to add one more employee than Branch 
believes to be reasonable for the test year 1990·in the·sacramento 
District. Citizens· contends that it needs, 'the nElw employee to· 
compensate for customer growth and' the increase j:n workload 
expected as result· ot new water ~lity requiremEmts, imposod by 
DRS· .. · According to Citizens, the need 1!~r this n'lW' position is mde 

more critical :by the fact that the growth in.the: Sacramento· 
District is takinq place at distant ends of the slystem· requiring 
lonq~r travel :by serrice employees.. Citizens opines that the need. 
for the new employee is justified by the fact ~It tratfic' 
congestion 1n the Sacramento- area increases the travel time for 
service employees .. 

BranCh's recommendation against this ntM employee 
position is based upon a comparisonot 1988: and 1990 ratios ot 
customers per Qmployee man-hour available. Branch contend.s that 

even with one less employee,. its estimated 1990· customer per 
employee man-hour ratio· is lower than the ratio· for 1988.. Branch 
believes that the' clecreasa in customers per emplc,yee man-hour ra.tio 
re.ulted. from, the hiring ot two· new employ ...... in ,1989· an4-thatan . . . . I 

. acl<1itional employ •• is. not needed tor '1990.. BrarsCh. contends· that 
.' I 
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the impact ot new water quality standards on man]?ower reqcliraments 
is unknown and thus does not justity the: new position. 
Pisc;ussioD 

. . 

Citizens correctly. states that the 9To,ith in its 
Sacramento- system· is takinq place at the clistant encls ot the 
system,. However, the growth to which Citizens alludes relates to. 
flat rate customer connection.. Flat rat. eustolners do· not have 

meters which are to· be read, repaired, or maintained and thus will 
not require visits by service employees. ~ facer this is true for 
most of the customers. in the Sacramento- District because 
approxilDately. 88t of the them. are on flat rates.. 'I'herefor., .. the 
need for the new employee is . not justified .on the basis of customer 
qrowth or traffic conqestion. , 

Next,. we will consider Citizens' claim that the new 
employ.e will be needed to-meet the new water quality r.quirements 
of the OKS. The preCise nature of system improvements to· _et th~ 
DHS" water quality standard .. is not known at this time... Even if 
system improvements are made in 1990',. they will increase Citizens' 
capital expenditure,. not its op.rations and' maintenance' expenses .. 
'rherefore, the Citizens' claim tor the new employee on this. basis 
is not :1 ustified for test year 1990. 

Since Citizens has not justitied. the need tor the new 
employee,. we will not allow the inclusion ot the cost of the 
employee in test year 1990 estimates. 
Results ot OPeA'tiOM tor Francis 

0.82-07-014 in ~rancis' last qeneral r.~te ease 

application (A.60303) authorized an. interilll general rate increase .. 
It also or4ered further bearinqa to allow Franc~. an'opportunity to 
justity the. inclusion 01: $299,100 worth. of plant, improvements in 
its 'rate :base .. 

In accordance with the iDtertm·ordar, :further hearinq5 in 
A.60303 commenced on August 3, 1983·.. The hearinc;rs were interrupted 
and, postponed so· that parti •• ··.eoul4 mor. ··.~:feeti';'ely participate in 
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the investigation .on the Commission's own motion. (OIl 83-11-09) 
into Citizens' practices regarding' the trans~er of real property 
rig'hts and management of its watershed resource$. 

Hearings in A.60303 hA4 not resumed When Francis filed 
this general rate increase application (A.89-03-031). and the rata 
l:>ase issue was still unresolved. 'rherefore,. on April 26, 1989, the 
Commission issued 0.89-04-061 closing' A .. 60303 and directing' parties 
to· resolve the rata l:>ase issue in A.89-03-031. 

As diractecl by the Commission, the rata :base' issue will 
be resolve4 in this proceeclinq. However, since :parties had 

requestecl adcii tional time to· prepare their testi:lIlony, further 
hearing's were held· in Ferndale on Septe.m,l)er 19, ].989 to· address the 

issue.. Durinq the Septeml:ler hearings,. parties also· addressed. other 
disputed issues regarding Francis' results of op,arations .. shown in 
Tables 7· and 8.. Because of the limited time available since the 
completion of the September hearing'S, the issues addressed during 
the hearings will be resolved. in a separate orde:~ • 

As to· authorizinq Francis an interim r'lte increase in 
this. proceeding, Francia and Branch. have aqreed '1:llat Francis. be 
authorized an interim· rate increase based on Branch's estimate of 
the·results of operations. for 1989' and 1990 whicll excludes· the 
disputed expense and rate' l:>ase items.. Francis' 11d·opted.' swnmAry of 
earninqs reflects this Aqreement .. 
Rata Design 

There is no disaqreement ~etween Ci tiz •• ns or Francis and 
Branch r8g'ardinq rate design. Branch recommends that the adopted 
general metered serviceratas incorporate the followinq qui4elines: 

1·... Eliminate the' liteline oonsumption' blook 
and have a. sinc;le quantity rate to::: all 
water used. 

2. Service charges ~e set to· recover ~o more 
than. sot of the metered customers' share of 
Adopted tixecl ooats· in. the test y84U'S·. 
(Fixed·.costs. are. grosa' re.venue.. at 'ILclopted 
rate.' lesa ·pw:chaaeclpower;. purcha:se<1 
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water, chemicals, income taxes,. 
uncolleetiDles, and. any other costs; whieh 
vary with water usage). 

3. Final rates should not cause any C1.:I:atomer 
bill to- qo· up·. more than twice the a.dopted 
system average increase. . 

, -

Branch also recommends that the rates in the Private Fire 
Protection Service Schedule :be" increased: by the adopted system. 
average increase. I 

Follow1n9 is a brief 4escriptionot rate design tor each 
service a.rea:: 

felton pistri,gt 

Citizens proposes to· reCover approximataly41% of its 
tixed costs through service charge. 

Branch believes that . citizens' proposed: rate design is in 
accor~ance with the recommended quidelines. 

Sacrqentq Pistrim: 
Approximately 90t ot Sacramento- Distric::t customers are on 

flat rata service ·schedule. Citizens. propose. ~CI increa.e the fiat 
rate service rates by the aclopte4 system· average increase for the 
test years. 

Citizens proposes to recover approximately 35% ot metered 
customers' fixed costs throuqh service charge. 

Branch believes that Citizens' proposed~ rate design is in 
accordance with the recom:m.ancled guidelines .. 

Gl1erneyille pist:w:1ct; 
Citizens proposes tor.eova: approximately 74% of its 

tixed costs throuqh service charqe.. Althouqh th~1 proposed. service 
charqe exceeds Brancll.'s recommended quidelines,. Elranc:h ac;rees with 
Citizens' proposal tor the tollowinq re4son: 

The Guerneville District's service area, is a sem1rural 
resort where A significant number ot customers 4Q not resi4e tor 
the tUll year.. Consequently,. the averAq. wat.r~:" per customer 
per month ia 4pproximatelY'700 cul:Iic teet,. which!i. low but not 
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unusual for a system with part-time customers. Branch believes 
that if the district is not allowed to recover m~re than 50% of its 
fixed.· C?sts throuSh service charse, .. the full-tilzua customers in the 
district would end up subsidizinq'the part-time ':ustomers •. 
Therefore" Branch recommenc1s. that Citizens be al:Lowed: to- recover 
74% of its fixed costs throuqh service charge in the Guerneville 
District. 

While Branch does not oppose Citizens':proposal for 
recovering 74% of the fixed cost throuqhthe sar~ice charqe~ it 
opposed to certain special conditions of tariff _ ;Schedule No. GO-lA. 

SChedule GO-~ requires new customers· to· pay their annual service 
charge in advance in one lump- sum·.. Special Cond.ition No. 4 of 
Schedule GO-lA exempts Citizens from· refunc1inq' a~y portion of this 
initia~ payment to, a customer who terminate. service within ten 

. months aftar first receiVing s.rv1c.~ Citizens ~oes not make the 
refund even when another customer is subsequentlY' sarJ'ed and. pays 
for serJ'ica at the same location betore the previous.. customer"s 
year' is up·.. Branch believe. that even thouSh this practice doe .. 
not violate Citizens' tariff rules~ it is unfair because it allows 
Citizens to- collect more than once for the same service .. 
Therefore r Branch recommends that Special Condition No-.4 should. ~ 
revised so that: 

1. ~here is no time limit in which a customer 
may receive a retun~ it he/she terminates 
service ana another customer pays for ana 
is subsequently served at the same: location 
for the remainder of the initial c~stomer's 
Annual service charge period. 

2. Onder no circumstances should. the ~tility 
receive payment for the same service more 
than once .. 

Finally, Branch. l:Ielieve .. that for thosa new customers· who, 
may have c1if.ficul ty in· makinq the entire annual a.:rvice charq. 
pa~ent in one lump. sum". Citiz.nasboul~ accept,:payment. in 
install.ments~~ . 
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Francis 
Franci. proposes to recover 34' ot ita tixe4 costs 

throuqh service charqes. 
Branch ~elieves that Francis' proposed rate design 

tollows the reco_ended quidelines. 
DiscussioD 

Since Citizen5- has aqreed with Brancl::'s rate desiqn 
recommenclations and Branch's recommenclations fClllow the 
Commission's policy reqar4inq rate desi911, we \II'ill adopt Branch's 
recommendations •. 

As to, Branch's recommendation to' allc·w new customers to 
pay the annual service charge in installments, we note that Branch 
does specify the numDer ot payments to ~e made. We believe that it 
would ~e reaaonableto allow neW' customers to· p,ay the 4%Ulual 
service charqe in tour equal payments made every three months. 
Service PrObl,m, in GUerneville District 

Durinq the PPHs in Felton, Ferndale, and Guerneville,-
numerous customers expressed dissatistaction with Citizens. While 
most speakers in Ferndale and Felton complained:' about the hiqh ' 
water rates and their inability to pay such rata~~ customers in 
Guerneville complained ~out hiqh rates as well as poor service. 
In aclclition to- the statements made at the PPHs r : the Commission has 
received numerous letters in expressinq dissatistaction with 
Citizens' service and rates. 

Further, customer~ in Guerneville District conducted a 
survey ot approximately 600 customers through a: ~est10nnaire. ~e 
responses to' the questionnaire expres~c1 an ove:rwhelminq 
dissatist~ction with the service and quality o~ water provided ~y 
Citizens •. The problems expressed· by customer$ related, to the taste . " 

and appearance of the water and clamaqa to, clotbinq and plumbinq 
trom- the' d.eposits. in the water.. ApprOxl.lnately :70%ot the customers 
surVeyed have to, o~~in bottlect clrinkinq water .. : 

, -.. .. I 

" 
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Because ot the service problems mentio:lled above,. 
sweetwater recommends tha~ Citizens' authorized rate ot return tor . " . 
the Guerneville District be lower than that otherwise found to be 

appropriate. sweetwater and ORS· also- make speci:fie: recommendations 
reqardinq remedyinq the service problems in the I::;uerneville 
Oistrict .. 

All recommendations reqardinq.se:rvice :problems are 
addressed in the discussion of ·Plant Addition· tor the Guerneville 
District which follows. 
RecoJm.endations by DBS and SWeetwater re 
Plant additions in the GUerneville District 

DRS is concerned that Citizens may be authorized a rate 
increase While deficiencies in the Guerneville. J:listriet that pose a 

, • I , 

health hazard may kl8 uncorrected. Therefore,. DE'S recommends that 
Citizens be ordered to, submit a master plan to·k~ approved by DRS. 
and the Commission which details deficiencies i1':l the system, and 
es~lishes· the method and order of correetinq the cleficiencies~ 

According to DRS, its request for a m2~ter plan does not 
I 

ilDply any restriction on Citizens·' al:Iility to· mnke emergency 
repairs or improvements, to· the system. DRS maintains that its 
concern is to see that the health deticiencies are corrected. 

Branch supports OKS' recommendation. 
sweetwater not only supports DRS' recommendation, it 

recommends that Citizens' proposed plant additions for 1989 and 
1990 be excluded trom· rate klase.. Sweetwater contcmds that Citizens 
had undertaken plant modifications without any comprehensive 
enqineerinq. study or plan which miqht justify the moClifieations .. 
Sweetwater klelieves that DHS' requested master plan will require 
Citizens to- make future modifications in accordance with an 
approved plan •. 

Sw •• twater also takes issue with Bran,:h's analysis. of 
Citizens" estimated. plant ad.clitions· of $2'27,000,; for 1989 and. .. 

• i 

$194 f 000 :l:or1990.. Branch elleekec1··the reasonal:llenessof citizens' 
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e&ttmate~ plant additions 'by applying. the linearreqress10n 
analysis~ with appropriate inflation tactor, to· the last five years 
ot recorded plant addit10na~ Sweetwater maintai:ns that' Branch's 
method is flawed in its failure to' recognize that the 1980 plant 
adclition fiqure ot $216,,000 represents, in large, measure,. a one
time extraordinary main replacement cost incurred due to· a once-in
a-century rainstorm.. sweetwater contends that it the 1986- data 
point had been properly adjusted to-- eliscount for the extraordinary 
plant addition cost, Branch's, linear regression analysi5 would have 
provided a different conclusion reqardinq the reasonableness of 
Cit.izens' eat:l.me.te4 plant ac1c1itions.. 'I'heretore,., sweetwater insists 
that Citizens has failed to- justify its plant additions,. and the 
commission must exclude those from Citizens' ratn base. 

While citizen& does not oppose OKS" recommendation 
regardinq a master plan, it dOQ$ have certain re~ervations about 
it.. Citizens l:Ielieves that such an order ~houlcl ,be applicable to 
deferrable projects and should not restrain citizens' ability ~ 
deal with emergencies and. to undertake necessary '. improvements .. 

Citizens ~elieves that Sweetwater'$ recommendation 
reqardinq e~clusion ot plant additions trom'rate base are without 
merit. Citizens contends that Swe.twater's recommendations were 
made DY a lay, witness who is not e~ipped·to evaluate Citizens' 
main replacement proqram'.. Citizens maintains tha.t its witness 
D'Addio clearly explained that the distriet'~ main replacement 
proqram- over the past,' several year~ has focused. o:n. severa leaks and 
hAs not 'required an anqineerinq master planr 
DiscgssioD 

It is evident from, the testimony providlad. at the PPHs and 
the . evidentiary hearinqs that the Guerneville Ois1:rict has serious 
service problems. Citizens needs to, take prompt action to' remedy 
the problems in the district .. 

We l:Ielieve that customers are entitled. to· water which 
., ' 

meets. the qenerally' acceptable' standards ot taste,; smell" and 
I , 
! ' 
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appearance, is sate to' drink, and does not harm'clothes and 
plumbinq. DRS' proposed master plan will be a !liqniticant· step I' 

towards achievinq that ,goal.. Theretore, we will require citizens 
to sUbmit 4 report containinq ita short-term and lonq-termplana to, 
improve the water serviee in the Guerneville rJistriet... The plans 
should list the proposed improvements in order ot priority and 
should include a schedule as well as a costestimata tor makinq the 
improvements. Citizens should submit ita repo~, containinq the 
plans within l20 days of the effective date ot this order'and 
should provide a copy ot this report to sweetwater and. DHS. Branch 
should prepare a response to· the report, atter consultation with 
OHS,. within 90 days ot its issuance... sweetwater: and oas may also 
tile their response to· the report within 90· <!ays ot its issuance. 
Opon completion ot the report Citizens should no'l:ity each customer 
in the Guerneville Distriet r through bill inse~l, that the report 
will be ucle availal:>le to' incli vidual customers ul?on request.. We 
will sc::hedule turther hearing's to, consider the Pl:oposals contained 
in Citizens' report and the responses. Sinc. th4)' proponls made' in 
Citizens' report will have an' impact on the . Guerneville Oistriet 
revenue requirements~. we will deter the rate revj~ion tor the 

Guerneville Oistrict (A .. S9;"0:3-030) until the hearing'S are completed 
ancl the Commission issues & decision.. The proc::ecldinq in A ... 89-03-
030' will remain open to: receive turther'eVidence :reqardinq sern.ce 
problems in the district. 

'rurninq to the question ot the impact cln . Citizens' 
earninqs resultinq trom· deferrinq the rate increase for the 
Guerneville District, we note that ~y its own est,imation Ci tizens ~ 
at current rates, will achieve rates ot return ot' 2'.40% and.. 0 .. 84% ' 
with net revenues of $64,000 ancl $23,300 (Tables '5· and' oltor 1989 

, ' 

and 1990., respectively.. :It is clear that even, if: the. rate increase 
I 

tor the Guerneville District is deterrecl, C1tizeDs will continue to , . . 

earn a positive rate ot.return .. 

. 'I . 
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Havinq deferred the rate increase tor 'the Guerneville 
District until the service problems' are a<1dressel:1, we :believe we 

, " 

bave adequately addressed all concerns raised :by: Sweetwater and 
" 1, 

OM. 
The M<2Dtara ' District OIl 

As directed ))y the COlIUIlission, Branch preparec1 its report 
on the rates and charges otthe Montara oist~iet:(Exhibit 29)~ 
Baaeel on its analysis ot results ot operations, Branch has, 

concluded that Citizens is not earninq a. rate ot'return in excess 
, 

ot the last authorized rate of return tor the Montara Oistrict. 
Branch recommends that rates tor the Montara District need not :be 
revisecl. While Citizens does not accept eve'rf anpeet ot Branch's 
analysis ot the results. ot operatiOns, it concurt~ with ,Branch's 
recommendation reqardinq rate adjustment tor the:c1istrict. 

As to the disputed issues reqardinq BrZLnc:b.'s.results of 
operation." Citizens and Branch :bel'iev. thAt tlleissues,should :be 
addressed in the Montara District's next qeneral ,rata case. 
We believe that since no: rata adjustment is involved, consideration 
ot other issues in the district's next qeneral rz~ta case will not 
jeopardize ratepayers" interest.. 'l'heretore, we will not address 
the issues in this decision. 
Timing o( RA1=e Changes 

'l'he decision in thase proceeding'S is not expected until 
at least October 1989.. Consa~ently, Citizens' ~llld Francis' rate 
Of return tor the 12-month period encUnq Septamb4llr 30, 1989 will 
not exceed the authorized. rate of' return in this, i,d.ecis1on. 

I 

~herefore~ to simplify implementation of 1990 rates shortly atter 
1989 rates become eftective~ Citiz~ and. Franei!' request a waiver 
from· the requirement to' demonstrate the need tor :the step increase 
in 1990. Branch aqrees with the request. ,Brancl:l, also aqrees that 

, . 
. Citizens and. Francis may tile one advice letter tor both increases. 

T.ha approach proposed by Citizens an4 Francis·w1l1 re4uce 
the' expected rate shock because the rata increase! 'to:r1989·, which 
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is si~i~ic~tly higher than the rate increase tor 1990, will 9~ 
into eftect durinq the low use months ot November and Oece~er. 
Also, the additional increase tor 1990 will q<> into- effect during 
the low use month ot January. We will adopt the:. proposed' method. of 
implementins the rate ehanges~ 
Cogents on AIJ's Proposed· Decision. 

The ALJ's proposed, decision was tiled and mailed to the 
parties on September 25" 1989.. Citizens tile<1 comments on the 

proposed decision. Bran~ and Sweetwater ~ile~ repli.. to 
C1 tizens' comments.. After reviewing' the cOJlllllents and' replies to· 
comments, we have corrected the clerical· and technical. errors in 
the A:!i1's proposed. decision. Other thAn correetins the errors·, no 
c:hanqu to~:the Al.J's prop~sed decision ar.mad .... : 
Eindings ot lDQt . 

1.. On February 8', 1989, the Commission instituted an 
invast1qat1on on its m.otion, into- rates And eharq'as ot Citizens' 
Montara District • 

2. On March 21,. 1989, Citizens filed. applications requestinq 
rate increase tor water service in its Felton, sacramento, and 
Guarneville Districts... Also-,. on March 21, 1939,,' Francis tiled. an 
appliCAtion r.questinq rata increase tor water 8jarvice .. 

3. Citizens' and. Francis' applications we::e consoli<1ated. 
with the Montara District's invest:i.qation. 

4. Francis is· a wholly owned sUbsid.iary o~ Citizens' parent 
Citizens Utilities Company. 

5-.. Citizens.' and. Franc!.' coat o~ C4p1tal is· the same :tor 
ratemakinq purposes in this proceeding' .. , 

6.. Cit:i.zens proposes a capital structur. ~ith 64 ... 48' equity 
axl<1 35 .. 52% debt~ 

7. Citizens' proposed capital structure is· :base<1 on its. 
parent's actual consolidated. equity ratio· •. 

8,. Branch proposes an imputed capital 
equity and 45%· d.ebt for ratemak1nq purposes .. 
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9. Branch's proposed capital structure closely approximates 
the capital stru~ture ot calitornia Class ·A· W&ter utilities' and 
is representative ot Citizens' California water,operations. 

10. Citizens is class1:fiec1 aa a telecommunications utility by 
Value Line ratinq, service. 

I ' 

11. Citizens' consolidated. equity ratio: though appropriate 
:for a telecommunications. utility is not appropriate for a. water 
utility. 

12'. Based. on Stanc:J.arci & Poor's rating' ):)enchmarJc, Citizens 
will be able to· maintain its ·AAA· rating itsranca's proposed 
capital structure is: adopted tor ratamakinq, purpoH .... 

13 • Citizens and Branch propose lonq-termd:ebt costs ot 7.95% 

and. 8.52%, respectively. 
, 14. Citizens' proposed. cost ot'long-term d.ebt reflects its 

consolid.atecllong-term daDt cost •. 
15·. Citizens proposes· to use it~ consolicla1:ec1 long-term debt 

cost tor its California water' operations" •. 
16·.. Branch's proposed cost ot lonq-term 4el)t is the best 

, I 

available appro:ldmation of the 'longo-term d.ebt cont· associated. with 
Citizens' california water operat1ons,. 

. 17. citizens, requests an ROE ot between l4~~, and 15% tor: 1989 

and. 1990. 
l8'. Branch recommenc1s an ROE ot 11.75% tor, 1989' and 1990_ 
19'. Water utilities do not :face the same J::n.lsiness ris~ as 

telecommunications and ener9Y utilities .. 
20. An. ROE ot ll.75% wouldprovicle Citizen" a pretax interest 

coveraqa ot 3.82x. 

21.. A pretax. interest coveraq8 ot 3.82x combined with 45% 

debt will quality Citizens a MAAA# ratinq accordinq to the 
benchmarJc definition used by standard" Poor tor ·.water utilities .. 

. 22'.. An ROE. of 11 .. 75% will acle~taly cover oi citizens" risks 
and would' improve . Citizens' Chane •• otma.ultain~q.its-:"'~ , ' 
ratinq.· 
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23. An ROE of 11.75% will produce an overall rate of return 
of 10.29' for 1989 and 1990. ' . 

24. Citizens proposes to a4d one more employee than Branch 
believes to be reasonable for test year'1990 in the Sacramento, 
District., 

2S. citizens requests the new employee to compensate for 
customer qrowth and the increase, in workload experted as a result 
of new water quali ty re~irem.ents imposed by DHS;" 

26·. Citizens' projected" customer growth will be for flat rata 
service connections. 

27. Flat rate cu~tomers do not require visits by service 
employees as, the metered customers. do· .. 

28. DHS' new water quality requirements are likely to. 
increasa Citizens' eapital.xpenditure~ not ita operatinq expenses. 

29. citizens has not justified the need for the new employee . , 

in test year 1990. 
30. Branch believes that Citizens·' proposed rata design is in 

accordance with the Commission's. recommended quidelines. 
31. Branch recommends that Special Condition No. 4 of· tariff 

Schedule No. G'C'-lA, for the Guerneville District should be revised 
so that:. 

A. There is no· time limit in which a customer 
'mAy receive a refund if he/she terminAtes 
:5.2:'II'1c. e.nd. e.nother C\1stonusr pays tor anc1 
is subsequently served. at the same location 
for the remainder of the initial customer's 
Annual service charqe peri04. 

b. 'Onaer no- circumstance. should the utility 
reeeive payment for the same service more 
than once .. , 

32. Branch, recommends, that new customers in the Guerneville 
District should be allowed to'pay'their'annual'service charge in 
installments .. 
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33. It would be appropriate to· allow, new customers to· pay 
their annual service charge in tour equal 1nstal~ents paid. every' .,. . , 

three months. . 
34.. Citizens agrees with Branch's rat. 4esi<J1l 

recommendations .. . 
3~. ~he Guerneville District has serious service problems. 
:36·.. Citizens has not taken the necessary steps to· address the 

service problems in the Guerneville District~ 
37. 1'here is an immediate need' to address the service 

problems in the Guerneville District. 
38.. DHS requests that Citizens be orc1erect to. provic1e a master 

plan approved ~y the commission and DRS· ~.tore making any system' 
improvements in the Guernavilla District. 

39. The master p14ll :tor system· ilDprovements proposed ))y DHS 
and its implementation is a necessary step to- correct the serviea 
problems in the Gue~ev1l1e District. 

40. Tone steps needed to implem~t the master pl~ will have 
an impact on the Guerneville District's revenue requirement. 

41. Even. it the rate revision is deterred at this time" 
Citizens will continue to,have a positive n.t revenue and rate of 
return in 1989 and. 1990 tor the Guerneville' District .. 

42.. In I .. 89-02-0l1, Branch recommends no rate adjustment tor 
the Montara District. 

43. Branch and Citizen. agree that all ratamakinq issues 
pertaining- to· the Montara. District should. ~e addressed in the' 
district's next qeneral rata cas •• 
Conclusions ot Lay 

1... Branch's proposed capital structure consisting of sSt 
equity ana. 45% de:bt is reasonable and should' l:leadopted. tor 
ratemaking-purposes... ' 

2.. A cost o~ 8: .. 52t for Citizens' long-term'c1e))t is 
reasonable anel should l::I. adopted •. 

- 42'-' 
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3. An ROE ot ll.75% is just and. reasonable tor citizens tor 
1989'anel 1990. 

4. Citizens· should. be requireel to tile a master plan for 
system improvements in the Guerneville District. 

s. FUrther evidentiary hearings should be held to address 
the service problem· in the Guerneville District anel the rata 
revision tor the District shoulel be eleterred until the hearings are 
eompleted anel the Commission issues a decision. 

6. 'l'he Guerneville District"s taritt Schedule No .. GtT-lA 

should be moc1ified' in accordance with Finel1ngs 'of Fact 3l. and 32 
when 'the district's rates are revised .. 

7. 'l'he applications should be qranted to· the extent provided 
by the following ord..r. 

8. Because ot Citizens' and Franeis' immeeliate need for rate 
relief, this order should. be maele effective today_ 

9. Rates in the Montara District. should not ]:)e. revised .. 

o BDl' B: 

IT- IS ORDERED that: 
l. Citizens Utilities Company ot calitornia (Citizens) is 

authorized to, tile revised tariff schedules for its Felton and 
Sacramento Districts attached to this decision a$Appendix A and.' 
the step increase tor 1990· included in Appendix B.. ~ese filings 
shall comply with General .Order (GO) 96·. The ettective elate ot the 
revised sehed.ule' in Appenclix A shall be 5· clays after the clate of 
filing.. Tone effective date ot the step, inerease included in 
Appendix :a shall be January 1,. 1990. 

2. Francis Land and Water Company is authorized to tile 
revised tarift schedules attached . to' this. decision as.. Appendix A 
and. ~e step- increase tor 1990, included in Appendix B.. This tiling 
shall. comply with GO 96,. 'l'he ettective date of. the revised 
schedule in, Appen41x A shall :be' S. days: atter the dAte ot· tilinq,~ 

- 43', -
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'rhe effective elate of the ste~ increase included in Appendix B 

shall ~e Jan~ary 1, 1990. 
3. Within 120 clays. trom- the. effe,ctive date of this oreler / 

citizens shall tile a report with the Commission's Docket Office 
includinq a master plan for improvinq service in the Guerneville 
District.. A copy of the report shall be served to-the Water 
Utilities Branch (Branch), .the california' Department of Health 
Services (DRS), and the Sweetwater Springs Water District 
(SW •• twa.ter). 

4. Branch shall review ci tizen&' report on the Guerneville 
District and, after consultation with DHS~, file its response with 
the commission'~ OoeketOffice to the report no- later than 90 days 
a~ter the report is made available. 

5. DBS and sweetwater may tile their comments with the 
Commission's Docket Office on the report no later than 90 days 
after the report is made ava11able~ 

6.. Citizens shall notify each customer, throuqh bill 
inserts,. that the report on the Guerneville District will be 
available upon request. 

7. FUrtller hearinq on Guerneville District', s service 
problems will be held. a.fter Citizens' report and· Branch/'s response 
are made available. 

s. The rate revision for the Guerneville District shall be 
deterred until further Commission order tollowing the hearinqs on 
the district's service problem. 

9. The Guerneville District's· tariff Schedule No. GU-lA 
. shall be moditied' in accoraanca with Findinq •. of Fact 31, ancl 32 

when the d.istrict's. rates. are rev1se<1.: 

/ 

10. Rate. in Citizens' Montara. Diatrictwill not be ,x:evis4d. • 

-44 -
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11. ~he proceedinqs in A.89-03-028, A.89-03-029, an4 
I~89-02-011 are closed... The proceeclinqs in A.89-03-030 and 
A.89-03-031 shall remain open tor further evidence. 

1'his orcler is effective toclay. , 
Oat.do ,NOV· ~'198S . rat San Francisco" california. 

G. MITCHELl.. WILK 
President 

FREDERICK' R:.OUOA 
STANLEY W. HUL..ETr 
JOHN, B. OHANIAN' ," 
PATRJCIAM~ ECKERT 

Commissioners ' 
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APPENDIX A-l 
1 of 3 

Citizens Utilitiea.companr ot CAlifornia 
. Felton Distr1ct 

Felton Tariff Area 

Schedule N~., FE-l 

GENERAL METERED SG(RVl'CE 

APPLICABILITX 

AppliCAble to· all metered.', water service. 

TERRITORX' , 

Fel ton ~4 vicinity I Santa erw: County. 

RATES . " 

Quantity Rates; 

Per Meter' 
Per Month, 

For all wate%' delivered, per 100 cu .. 'tt. $ 1.610 

service Charge; 

For SiS" 3/4-ineh m.eter ................. 
For 3/4-ineh meter •••••• 0 .......... ... 

For ~-inch meter ...... ' ........... . 
For 1 1/2-inc:h meter .' .............. e' e ... . 

For Z-inc:h meter .... ' ...... ., ........ ' .. .. 
For 3-inch meter •• , •• ~ •• ,e ........ . 

For 4-inch meter ..... ' .... ' ........ ~. 

$ 9.4S 
13.50 
18.90 
32 .. 40 
Sl .. 30 
97'.25-

132· ... 30 

Tbe Service Charq. is a readiness-to-serve charqe 
which ia applicable to, all metered service~d t~ 
which is aclcled the quantity charqe computed: at the 
quantity rates. 

Service Reestablishment Chorg'; 

For each ree.tabliabmant ot water service •••• $ 4.~0· 

Sj>ECIAL CQNPITtQNS 

(e) 

eI) 

(I) 

1. The service reestablishment eharqe is in addition to the 
Char~es· calculated ~ accordance with this scbedule an4 
will b. made each time an, account is reopened. tor a. 
customer at the ttm.·water service is to'~e r •• tored after 
eliscontinuance' at that euatomer'. request .. 

(Continued":. 

" 
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APPENDIX A-l 
2 of 3 

'Citizens Utilities, Company ot california 
Felton District 

Schedule No. FE-4 
" 

Felton Taritf' Area 

PRIVATE FIRE PROTECTION SERVICE 

APPLICABILITX .. 
Applicable to· All water service furnished to, privately owned 
fir. protection systems. 

:mlRITORX· 

Felton And vicinity, Santa·cruz County. 

BATES Per Month 

For eAch 4-inch cUameter service connection $- 12.,95 
For eAcb. 6-inch diameter service connection 19' .. 50' 
For each a-inch diameter service connection 26, •. 00 
For eAch. lO-inch diameter service connection· 52 .. 00 
.For each.. 12-inch. diameter service connection 73 .. 10 

SPECIAL CONDiTIONS 

1. The customer will pAy without refund. the entire cost ot 
installing the service connection. 

('1') 

(I) 

eI) 

2. '1'lle lIWCimWll diameter of the service connection will not })e 
more than, the diameter otthe main to· which.. the service is 
connected .. 

3. The customer's ins%4llAtion must be SUch'AS to separate 
effectively the tire sprinkler system trom that ot the 
customer' 5- reqular water service. As. 4 part ot the 
sprinkler service ins%41lation there shall ~e A detector 
check or other silllilar device acceptAble to the utility 
which will indicate th& use of water. Any unauthorized use 
will be charged tor at the regular established rate for 
general metered service f' and/ or may be grounds for the 
utility's diseontinuinq the tire sprinkler service without 
liability to· the utility. 

4. There shall be no cross-connection })etween the fire 
sprinkler system- supplied by water through the utility'S 
fire sprinkler service t~any other source of supply 
without the specific approvAl of the utility.. '1'his 
specific' 

(Continued). 
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APPENDIX, A-l 
3 ot' 3 

Citizens Utilities Company of california 
FeltonD1strlct 

Schedule No.. P'E-6K 

Felton Tari:: Area 

METERED BESALE SERVICE 
APPLICABILITY 

, , 

ApplicAble to· all metered., resale serv1c:e .. 

TERRITORY 

Felton and vicinity,' Santa cruz County .. 

RATES 

Quantitv Rat.,: 
. 

For all water d.elivered,> per 100 cu .. ft .. 

serviee ChArge; 

For S/8· x 3/4-inch meter ................. 
For 3/4-inch meter .... _ ............. ' 
For l-inchmeter ................. 
For 1 1/2-inch meter ...... ' ............. . 
For 2-incn meter ....... '. -.......... . 
For 3-inch meter 
For 4-inch meter 

... -,_ .............. '.- ... .. ...................... 

Per Meter' 
Pe:rMonth 

$1.610 

$ 9.45 
13.50' 
18.90 
32.40 
51 .. 30 
97 .. 2S 

. 132' .. 30 

'l'he Service Charqe is. a rea<1ineslI-to-serve charq. 
which isapplicabl. to all metered. aarvice and. to 
which is aclcleclthe quantity charqe computed at the 
quantity rates., 

Service Reestablishment ChArge; 

For' each reestablishment, of wa.ter service .' • ... $- 4.10, 

(END OF APPENDIX'A-l), 
" . 

(I) 

(I) 

(I) 
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APPENDIX B-1 
1 ot 3 

Citizens Utilities Company of california 
Felton District 

Each ot the :following' increases. in :rates mAY })e put into
effect on the indicated ciate by tiline;' a rate schedule which adcls 

. the appropriate increase' to the rate which. would' Q,therwisebe in 
effect on that date.. . : . 

.. SCHEPQ'LE FE-l 

Service charge: 

For SlS x 3/4-inch meter 
For 3/4-inc:h meter 
For ,l-inch meter 

Eftlc:tiye ' pat. 
1-1-90 

....... - ..... , .. 

.' .......... e· ••• 

................ 
For 1 1/2-inch. meter .............. _.' ... 

$ 0.30 
0 .. 45-
0.65-
1 .. 10 
1.1S 
3 .. 30 
4.50 

For 2-inchmeter , ................ . 
For 3-inch. meter ••• e· r. _ ...... ..... .. 
For 4-inch'meter ... . ' .......... ....... . 

Quantity Rates: 

For all water clelivered:,. per 100 c:u ... ft.. 0.061 
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APPENDIX B-l 
2' of· 3 

Citizens Utilitie5 Company of califo~lio 
Felton Oistrict 

Each of the followinq increases in rates may ~.put into 
effect on the indicated date by filinq a rate sc:h4aclule which acld.s 
the appropriate increase to-, the rate which. would: 4:1therwise be in 
effect en that4eLte..· . . 

W!aetiye'Date 
:1-1-90 

Scm:POLE FE-4 

Private Fire Protection service: 

For each 4-inch diameter service connection $ 
For each 6-ineh diameter service connection 
For each 8-inch diuetar service connection 
For each 10-inch d.iameter service connection 
For each 12~inch d.iameter' service,connection 

0 .. 45 
0 .. 6S 
0.90 

, 1 .. 75-
2.50 
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APPENDIX B-1 
3 of 3 

Citizens Utilities Company of california 
Felton District 

Each of the followinqincreases in rates lDAY bo put into 
effect on the indicate4 date by filinqa rate schedule which adds 
the appropriate :increas. to- the rata which would. othexwisebe in' 

'effect' on that d.ate ... 

SCHEDOLE FE-§M 

Service charge! 

x 3/4-ineh meter 
3/4-ineh meter 

l-inc:h meter 

.... ' .......... . .' ............... . ............... 
For S/S 
For 
For 
For 
For 
For 
For 

1 l/2-ineh meter ..... -............... ... 

Quantity Rates: 

2-inch meter ................ . 
3-inch meter 
4-inch mater 

..... ., ........ ' .... . 

...................... 

$ 0.30 
0.45-
0.65-
l .. 10 
1.75-
3 ... 30 
4 .. 50 

For all water deliverea, pGr 100- cu.ft~ O.OlSl 

(END OF, APPENDIX B-1) 
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APPENDIX C-l 
1 ot 2 

I • 

Citizens tTtiliti •• Company o~ cal.:L~oZ"r.<16 
Felton District 

ADOPTED QUANTIfIES 

Name ot Company: Citizens Utilities company ot calitornia 

District :: Felton 

1. Net-to-Gross Multi~lier: 1.6S32S 
2'. Fed.eral Tax Rate: 34.12% 
3. State Tax ,Rate: 9.3% 
4. Oncollectibles.RAte::· 0.576% 

Qttsetable Itgms 

5·. Purcha;ed Fowe;: 
A. KWh/Cct- Electric Pump , 

Electric Boosters 

B. KWh (Total) 

c~ Averaqe Cost/KWh 

D. Total' Cost ot Power 

6. Acl 'Valorem· Taxe. ,,' 

$ 

:r"st...Y'ear; 

~ ll12. 

0.98· 0.98 

183,.733 184,014 

0.11043· $ 0 .. 11043· 

$. 20',289 $ 20,321 

$·14,,.702 $, 14,$70 
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2 of 2 

I • 

citizens Utilities Company of California 
Felton District . 

ADOPTED QUANTITIES 

,7. N,ymber of Services - Meter Size 

518. x 3/4 
3/4 

1 
1 1/2' 

2-
3 
4 

Total 

8 .. Metered'Water Sales - Cot 

Total water delivered 

Ui1 

1,270 
2' 

17 
6· 

15' 
l 
1 

----
1,,312 

9. PriyateFire Protection Services - Meter Siz~ 

4-inchorsmaller 
6-inch 

/fotal "·7 

(END OF APPENDIX C-1), 
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1,272' 
2" 

17 
6· 

lS 
1 
1 ----', 

1,314 

18-7,771 

1 
6 

7 



A.89-03'-028,et al. *, 

• APPENDIX D-1 

I 

Citizens Utiliti.s Company of california 
Felton District ' 

Income 'rax Calculationa 

.l..1ti. ~ 
(':howuLnds,ot OOllars): ./, OperatinqRevenues 489'~3 506_7, 

Deductions 

o & M Expense 156-.. 7 168 .. 8 Depr eharqed to- 0' & K (5.3) (6.7) 
A & G Expense 113~0 I 116_4 
Taxes other than Income 22~,& 23.4 Allocation ot Interest 32'';'4 ' , 35, .. 0 
SuJ:)total Deductions 319~4 336-_9 

./ • 
Taxable, Income Betore Tax Depreciation 169.;.9 169_S. 

• Stat. ':ax Depreciation 54~2' 49-.. 3 

State Taxable Income 115-.7 120 .. 5- ./ 
State Income Tax 10.8 . 11 .. 2 ./-
Taxable Income Before Tax Depreciation 169.9, 169 .. 8, ./ 
Federal Tax Depreci'a1;:ion' 45-.3 43 .. 7 / State Income Tax 10.;.8: 11 .. 2' 
Federal Taxable Income 113';'8- 114.9 ./' 
Federal Income Tax 38:.8: '39.2 ./, 
Amortization of I .. T.C .. 2-.1 2.1 Reversal or S.. Ga. Method .7 .7 

: 
Net Federal Income> Tax 36.0 36.4', 
Total Income Taxes ' 4&.8' 47.6- ./ 
Income Tax Rates , 

I, ' State' 9.,30% ' 9'.30% Federal 34.12% i 34 .. 12% 

• 
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APPENDIX E-l 

, . 
Citizens Utilities Company of CAliforua 

Felton DistriCt 

Comparison of typical bills tor residential metered customers 
ot various usaqe level and averaqe usage level at present and 
authorized: rates tor the year 1989'. 

· · · .. 

General Htter§d seryici 

(S/8-x3/4-inc:b. m.eters) 

-~--~----~-~---------~~----------~---~--------------~--------.. At Present · At Authorized · Percent · · · Monthly 'Osag' · RAtes . ",.. Rates. · Increase · • .. 
---------~-----~------~---------------~-~~~-~------~--(100 CUbic Fe.t) 

0 $ 7.00 9.,45- 350.0 % . 
S. 13.42' 17.50 30 .. 4 

10 20.77 25.55- 23 .. 0 

12 (Averag-.) 23 .. 71. 28: .. 77' 21. .. 3 

20 35' •. 47' 41.65· 17 .. 4 

30 ' 50 .. 17 57~75' 15.·1 

SO 79.57 8-9.95- l3.0: 

60 94.27, 10~.0~ l2.5-

70 108, .. 97 122 ;"15 ... 12 .. 1 

80 l2'3,.6-7 138'.250 . 11.8: 

,90 138'.37 1.54'.3~ 11.:6-

lOa 153.07' l70'.4S: 11 .. 4 

200 300'.07 331.45. l.o .. S' 

300, 447.07 492.45- 10,.2' 

(END OF APPENDIX E-l) 

.. . . .. 
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APPENDIX A-2 
1 of 3 

Citizens Utilities Company ot california 
Sacramento, District ' 

APPLICABILITY 

Schedule No. SAC-l 

Sacramento' District . 

Applicable to, all metered water service. 

TERRITORY 

'l'he unincorporated. communities, sull41via1ona, and. a<1jaeent 
areas qenerally known~. Cor4ova,. Rosemont, Pa:kway Estates, 
Lind.ale,. Footh.ill Farms,. Arlinqton Heights,. IJ.nwo04, t.oretto 
Heights, Arclen Hiqhlanc1s,. Arclen Estates" El CMdno, Terrace, El 
Cam..i.no"squ,are And. the City ot :tale:ton an4"vie1n1ty in ' 
Sacramento,,' County" and. unincorporated. areas in, Placer county • 

RATES' 

QUAntity Rote.; 

Per Keter 
Per 'Month 

For all water delivered, per 100 c:u .. !t .. ' $ 0 .. 383 

S,ryice Charge; 

For 
For 
For 
For 
For 
For 
For 
For 
For 

SIS x 3/4-inch meter 
3j4-inch meter 

1-inchmeter 
1 lj2-inch meter 

2'-l:nch meter 

· ................. " .. -- ........ ~ .... ' · ........ ~ .... " ... . ........... ' ....... ",..' · ... ' .... ' ......... ' .... . 
3 - inch, meter' •• ' ...... oo ......... oo .... . 

4 - inch meter oo ... oo' .. oo,.' ... 'oo'oooo' ........ .. 

6-inch meter' ............ oo' ........... _ ... 

a-inch meter ~oo._ ••••••••••• 

$. 6 .. 75 
7 .. 55-

10'.20 
13.8-0 

• 18:.70 
32' .. 75-
46.80 
77.25 

114 ... 70 

The Service Charqe is a readinesa-to-serve charge 
which is applicable to, all metered service ana.to 
which is adda4·, the monthly charge compute4 at the 
Quantity Rates. 

, . 

• 

(C) 

(I) 

(I) I 
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APPENDIX A-2 
2 of 3 

citizens Utilities Company of california 
Sched.ule No,. SAC-2R 

Sacramento, District 

RESIDENTIAL FLAT RATE SERVICE 

'" ~EPLICABILITX 

Applicable to, all residential water service on a flat rata 
basis .. 

TERSI'rQBY 

The unincorporated communities, subdivisions" and. adjacent 
areas qenerallr known as Cordova, Rosemont, Parkway Estates, 
Lindale, Footh 11 Farms, Arlington, Hei9'hts,. Linwood, Loretto 
~:;lhts, Arden Hiqhlands, Arden Estates,. El Ca%lino. Terrace" El 

no- Square and·, Vicinity in Sacramento County and 
unincorporated areas in Placer County. - ' 

RATES Per S.lrvice 
Per ttonth 

For a single-family residence,.. includinq. 
premises,. havinqthe followinq areas: 

4,500 sq .. ft .. or less .. oo •••• ' ......... , ••• $, 8 .. 90 
4,501 to' 8,000 sq .. ft.. ...................... 12 ... 00 

For each additional residence on the same 
premises and served from the same service 
connection' .' ••• ' .. oo •• ' .... oo ........ r .' •• '. • • •• .. • .... 8.,00 

For each 1"QOO·sq .. ft .. or part of the area 
in excess of 8',000 sq. ft •. '. • • • .. .. • • ..... ..... 0.35 

SPECIAL CONDITIONS 

(~) 

eI) 
(C) 

(I) 

(I)-

1.. The above residential flat rate charges apply to service 
connections not larger than 3/4 inen in di~eter. 

2. All service not covered by the above classification will De 
furnished only on a meter basis. 

3. A meter may be installed at option of utility or customer 
for above classifications in which event service thereafter 
will :be furnished only on the :basis of SChedule No.1, 
General Meterad Servi.ce... ~t.r a. lIletar is installed,. 
metered service must:be continued tor, at least 1Z months 
betore serlf1ce will, aqain:):)e tUTDishe4 at flat> rates: .. 
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APPENDIX A-2 
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Citizens Utilities Company of california 
Schedule No.,.. SAC-4 

WAte~ Di~rict tor Sacramento county 
PRIVATE FIRE' PROTECTION SERyICE 

APPLICABILITX 

Applieal:lle to, all watar servic.'renderec1. for private fi:re 
protection'purpoaes. . ' . 

TEImITORX 

The unincorporated communities, subdiVisions, and adjacent 
areas qene:rally known as Cordova, Rosemont, Parkway Estates, 
Lindale, Foothill Farms, Arlington Heiqhts,. Linwood,. Loretto 
Heiqb.ts, Arden Highlands, Arden Estates,. El ~o '1'errac::e, El. 
Camino- s~are and. the City of Isleton and vicinity in 
sacramento county and the unincorporated community of Lincoln 
Oaks- and.' vicinity in Sacramento- and Placer Counties. . 

RATES 

For each 4-inc:h connection, or smaller ..... .. 
For each 6-inch connection ................ ' ... ",.OO" 
For each a-inch connection oo .. oo'oooo' ...... oooo ...... .. 

For each 10-inch connection ... "" ...................... . 
For each l2-i:c.ch connection .' ......................... oo .. 

SPECIAL CONDITIONS 

Per Month 

$ 14.05: 
23.40 
32'';' 75-
42'.l5 
58 .. 50 

l.. The customer will pay without refund the entire cost of 
installing the service connection. 

(I) 

eX) 

2... The XI1a."ICimum diameter of the service connection will not be 
more than the diamater of the :main to- which the service is 
connected .. 

3.. The customer's installation must be such as to effectively 
separate the tire sprinkler system, from· that of the 
customer's reqular water service. As a part of the 
sprinkler service installation there shall be a detector 
check with by-pass meter or other similar device acc::eptable 
to- the company which will indicate the UM of water. 'l'he 
utility may require a b1-annual test of the detector check 
installation at customer cost as a condition of furnishinq 
service. Any unauthorized usa will be charqed tor attha 
regular established rate for qeneral :metered !Ul2:'Vice" 
and.! or may be qrounc1s for the company's. discontinuinq the 
fire sp:rinkler service without liability to, the company • 

4. The company will supply only such water at suen pressure as. • 
may be available from, tim. to time as. the result of i't& 
normal operation of the system' • 

• (ENO- OF APPENDIX A-2) 
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APPENDIX B-2 
lot 3 

Citizens·Utilities Company ot ca11tornia 
Sacramento· District 

Each ot the followinq increases in rates may l:)e put into 
etteet on the indicated date by filinq a rata schedule whien adds 
the .' appropriate increase to· the rat.· which wo\1ldotherWise. ))e in 
effect on that date. 

amPULE ~AC-l 
service charqe:' 

For 5/8 " 3/4-inch meter 
For 3/4-inch meter 
For l-inch meter 
For 1 1/2-inch meter 
For 2-inch meter 

Effective pate 
1-1-90, 

....... ." ..... .. .............. ... ' .. ., .... ' .. , .... ' 

................. 

................ 
For 3-inch meter ........ '., .. ., ...... , 

$ 0.20 
0.20 
0.30 
0.40 
0.5.5-
0.95-
l.40: 
2'.30 
3 .. 40 

For '4-inc:b. meter, .................. .. 
For 6-1n~m.ter • ... '.' ... • t ••• + ••• 

For S-inch meter .......... ' .... ' ..... 
Quantity Rates:: 

For ~ll water c:te11yered,. p,erlOo.eu.tt. 0.012 
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APPENDIX B-2 
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Citizens Utilities Company of california 
Sacramento- District 

I • 

EAch of the following increas.. in rat.s may ~. put into 
effect on the indicated elate by,filinq a"rate schedule wllic:h ad4s 
the Appropriateincraase to· the rat. 'Whieh woulc1 otherwise be in 
effect on, 'that date .. , . 

Etteetiy. Date 
1-1;-90 

SCHEwt.E SAC-2R 

Residential Flat Rate Service: 

For a single-family rasidenee,. inclucling 
premise. r having the followinq areas: 

4,500 sq .. ft. or less ••••• ' •• '.......... $, 0.2'5-
4,501 to, 8,000 sq .. ft ••••• ' ...... oo ..... 0.35-

For each additional residence on the same 
premises and servec1 from. the sam. service 
eOJl%1ection ........ • ', ....... ................... ,....... 0 .. 25 .. 

For each 1 ,.000' sq~, ft. or part of the' area, 
in excess ot' 8:,000 sq. ft. oooo................. 0 .. ,01 

, . 

.. 
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Citizens Utilities company of California 
Sacramento District 

Each of the following increases in rates maybe put into 
effect on the indicated date by filinq a rate schedUle which adds 
the appropriate'i:ncrea5e~to, the rate which would. otherwise be 1n 
effect on that elate." 

SCHEDULE SAC-4 

Private Fire Protection Service: 

For each 4-ineh connection, or smaller •••• $ 
For each 6-inch connection .................. . 
For each, 8-inc:h connection ..................... oo., ... ' 

For each· lO-inch connection ..... 'oo •••• ' .... oo .... oo .. oo" 

For each l2-ineh "connection •• 'oooo .. oo,oo' ............ oo' .. .. 

. ' 

(END OF APPENDIX. B-2) 

0.40 
0.70 
0 •. 95-
1.25, 
1.750 
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APPENDIX, C-2 
1 ot 2' 

Citizens, utilities Company ot Calit~~ia 
Sacramento· District 

Namo ot Company: citizens Utiliti.s Company ot calitornia 

Oistrict: Sacramento 

1. Net-to-Gro •• MUltiplier: 1.67942 
2. Federal Tax Rate: 34.12% 
3. State 'l'ax Rate: 9'.30% 
4. Uncollectible. Rata: 0 .. 164% 

• S. Franchise Tax Rate: 2.0% 

ottsetableItam. Test "fears 

6. Purchased Power 
A. KWh/cct- Electric Pump 0.980 

Electric Boosters 

B., KWh ('l'otal:) 18,671,677 

C.. Average Cost/KWh 

D. 'l'otal.Cost ot. Power 

7. Ad. Valorem· Taxes 

$- 0, •. 06978" i 

$ 1,.302,8~S ' 

$. 214,850 

122,g,. 

0.980 

19,304,81.5 

$ 0.06978' 

$ 1,.347,.090 

$ 218,.647 ". 
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Citizens Utilities Company ot california 
SacrAmento· District 

AD,9PTEP QtzANTIl'IES 

8. Number 0: Services - Meter SiZ§ 

S/8.X 314 
3/4 

1.. 
1 1/2 

'rotal 

2 
3 
4. 
6 
a 

1040· 
3 

18'18: 
4'61. 

1250' 
154· 

50 
19 
6~ 

____ ' I 

4801 

w..2. 

1099' 
4' . 

1821 
473·. 

, '1342; 
1507. 

53-
20" 

6-

497S 

9. Metered Hater Sales - Cet 

'rotal water d.elivered.· 5,.194,552 5-,433,618 

10.. Friyate Fire' Protection Services -Meter Size 

11. 

4-inch. or smaller 44 48 
6-ineh . 147· . 163 
a-inch. 194 211 

10-inch 21 23 
12~ineh 4. 4. 

'rotal 410 449 

Flat Rate Resid§ntial Services 

4,500 sq.ft. & La •• 4,427 4,696 
4,501 to 8·,000 25./"594' 26-,.817 
S,OOl·to 9',000' 3:,428: 3,4850 
9,001· to· 10,000 1/"82l 1,.850' 

10,001 t~llrOOO 1,.272' 1,.293 
11,.001 to. 12,.000 626- 636-
12,001 to· 13,000 357 365. 
13,001 & Larger 592 60S. 
-~---~-~------~----------------~---~~---~---~--' SUbtotal. 
Ad.cU.tional Units 

38,117' 
4 

39,750 
4 

~---~---"---"-----------"----~---------------,. 
'rotal 38,.121 .. 

(END, OF APPENDIX C-2} 

39,.754' 
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, , 

Citizens Utilities company of california 
Sacramento Oistrict 

Income Tax calculations 

l.21i" ltt2. 
(Thousanda ot Dollars) 

" OperatinqRevenue. 

Deductions 

o & X'Expense 
Oepr . c:harqecl to, 0 , H 
A' a.Expense. 
~ax.s other than Income 
Allocation ot Interest 

Subtotal Oeduction. 

Taxable Income Betore Tax Depreciation 
Stat.~ax Depreciation 

state' Taxable' Income 

State Income Tax 

Taxable Income Before Tax Depreciation 
Federal Tax Depreciation 
State Income Tax 

Federal Taxable Income 

Federal Income Tax 

Amortization-of I .. T .. C~ 
Reversal ot S. Ga';' Method 

Nat Federal Income Tax 

. Total Income Tax .. 

. Income . ~ax' Ra.t.~ 
State' 
Federal. 

2-,741.5-
(65.4) 

1,.970~2 , 

296-.4 
366-.. 7" 

S,.309.4 

3,056 .. 9 
1,326: ... 1' 

1, 7~,0.;8~ 

161.0 

3,056: .. 9 
1,094 ... 9 

161 .. 0 

. 1,.801 •. 0 

614.5-

48.8. 
15-.. $ 

550'.2'· I 

711 .. 2' 
., 

9 .. 3o,. ' 
34 .. 12%, ; 

(END OF APPENDIX 0-2) 

8,988.4 

2,91.2 .. 3 
(73'.4) 

2,092'.8. 
307 .. 6-
380'.0, 

, 5,,619.3 

3,369.1 
1,322 .. 7' 

2,.046.4 

190'.3-

3,369.1 
1,211.3 

190.3-

1,967.0 

' 671.2-

48;'8-
15,.5-

606 .. 9' 

797.2' 

9.30' 
34 .. 12' 

/ 
/" . 
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APPENDIX E-2 

Citizens utilities Company of Californi~ 
Sacramento- District ' 

I ' 

com~~rison of typical ~ill. tor residential metered customers 
of var10US us~ge level an4 aver~ge usaqe level at present and 
authorized rates tor the year 1989. 

. . 

General He%ered ~ryice 

(5'18 x 3/4-1nch metors) 

---~---~--------------~----~-------------------~---~---~----: At Present : At Authorized : Percent 
: Monthly Usage : Rates . 

p Rate.· ::' Increase 
~---~-----~-~-~------~---~-----~--~-~-~--~--------~---~---(100 CUbic· Feet), 

0 $,' S.7S 6,.7$ 17 .. 4 t 

5· 7.14 8.67 21 .. 3 

10 S.79 10.S8: 20,.4, 

15· 10.43 12'.~' 19.8-

20 12.,08 14.41 19.3 

23 (Averaqe) 13,.07 ~S.56 19 .. 1 

30 15·.37' 18' .. 24 18.7 

5,0· 21 .. 95:' 2S.90, 13 .. 0 

60 25:.24 29 .. 13· 17~3 

70 2'8.53 33-.56· 17.6. 

,80 31.82 37.39 17 .. S 

90 35: .. 11 41.22' 17.4 

100 38~.40 4S .. 05 17 .. 3 

200 71.,30 83.35- 1& .. 9 

300 104.2'0 121 .. 6S 16 .. 8 

(END' OF APPENDIX E-3) 

. . 
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APPENDIX A-3 
l' of 2 

Francis Land .. & Water Company 

Schedule No. 1 

gENERAL METEREP' S'QYICE 

.. 

APfl,ICABILlJ'X 

Applicable to" all metered water service. 

TERRITORY 

'!'he City ot Femc1e.l. and· adjacent uninc:orporatec1, territory, 
H~o14t county. 

BATES 

QUAntity Rat,;; 
Per Heter 
Eer Month 

For' all water delivere4, per 100 cu.tt. $ 1.981 

Service Charge; 

For 5/ a', x 3/ 4-inc:h meter ..................... ' 
.For 3/4-ineh meter .' .... ' ........... ' .. 
For 1-inc:h meter .............. ., ....... ' 
For 1 1/2-inc:h meter 
For 2-inc:h meter 

....... ' ............ . .... ' ................. . 
For 3-inc:h. m.eter oo' .. oo .. oo., ............. . 

For 4-inc:h meter' •• oo' .. .,oooo' .......... oo .. ... 

For 6-inch meter .' ......................... ... 
For a-inch meter· ................ . 

$ 8 .. 55· 
10 .. 45-
13.40 
l. 7.85· 
23.7S 
44.65, 
60 .. 9S. 

102.60 
153 •. :1.$ 

ee) 

el) 

eX) 

The Service Charqe is.a readiness-to-serve c:hArqe (T) 
which is applicable to· all' metered.' service and. to, 
whl.eh is· added, the' quantity.charge com.puted at'th.' 
Quantity Rates... . : ,", "".,' ": (T) 



'. 

A.89-03-028' at 211. 

APPENDIXA-3 
2 of 2 

Francia Land, ',Water Company 

Schedule No. 4 

PRIVATE FIRE PROTECTION' SERVICE 

APPLICABILITY 

Applicable to all water service rendered for private ~ire 
protection, purpose •• , 

mRITORX 

The City of Ferndale and adjacent unincorPorated territory, 
Humboldt County. 

RATES Per Month 

For each 4-inch connection, or smaller ••••• $ 14.25· 
21.40 
28 .. 50 
59 .. 30 
83.10 

eI) 
For eaeh 6-inch connection .................... . 
For each 8-inch connection ................ ' .... . 
For each 10-inch connection •••• ' •• , ......... ., .... .. 
For each 12-inchconneetion ....................... ' .. .. eI) 

SPECIAL CONDITIQNS 

1. 

2. 

3. 

4. 

The customer will pay without refund the entire cost of 
installing the service connection. 

The maximum" diameter of the service connection will not be 
more than the d1ameter of the main to' which the service is 
connected.. 

Where service connection is 6, inches in diameter or larqer 
and supplied froll'a water main within 1,000: feat of a. 10-
or 12-inch main, the rate will be based ,on the size of the 
main troll, which such connection is supplied. 

The customer's installation must be such as, to· ettectively 
separate the tire sprinkler system trom that ot the 
customer's. reqular water service. As a part ot the 
sprinkler service installation there shall be a detector 
cbeck or other similar device acceptable to the company 
which will indicate the use of water.. An~ unauthorized use 
will be charged for at the regular .stabl~shed' rate for 
general metered. service," and/or may be qrounds tor the 
company's, discontinuinq the tir_sprinkler service without 
liability to' the company.. ' . . 

" I' 

(continued): 



• 

• 

A .. 89-03-028 et, al. ." 

APPENDIX B-3 
1 ot 2 

Francis Lana & Water company 

Each of the following increases in rates may be put into. 
effect on the inaicate4 date by tiling a rate schedule which adds 
the appropriateinerease to the 'rate which woulcl, otherwise he in. 
effect on that date,. . 

SCHEDULE 1 

Service·charqe: 

For 5/8 
For 
For 
For 
For 
For 
For 
For 
For 

x 3/4-1nch meter 
3/4-ineh meter 

l-inch meter 
1 1/2-inch meter 

~-ineh meter 
:i-ineh meter 
4-inch meter 
6-ineh mater 
8-ineh meter 

Quantity Rates:: ' 

Effectfye DAt. 
1-1-90 

.... 0 .... e, ....... $ ......... _ ..... ... ' ............. .. 

.," ..... ., ........... .. 

." ........ ' ..... . 

............. J •••••• ' ................... ...... , ...... ~ ......... .. .................. 

0 .. 20 
0 .. 2$ 
0 .. 30 
0 ... 40 
0 .. 55-
1.00 
1.35-
2 .. 30 
3,.40: 

For' all water deliverecl,. per' 100 cu .. !t .. / 
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APPENDIX B-3 
2 ot 2 

Francis Land & Water Company 
I • 

Each ot the following: increases in rates may b. put into 
eftect on the indicated date by tilinq a rate schedule wbich a4ds 
the appropriate increase to, ,the rat .. which v,ould otherwise be in 
effect on' that, date ... 

SCHEPULE 4 

Private Fire Protection Service: 

. Effectiye pate, , 
1-1-90' 

For each 4r-inch connection, or smaller ...... $ 0.30 
For each 6-inc:h connection ............. _...... O.5() 
For each a-inch connection .' ... ' ...... '. ......... 0.65-

,For each' lO-inch connection, ................ , ... ' ...... ' 1 .. 30 
For each l2-inch. connection.' ......... .......... ...... 1 .. 85.' 

(END OP APPENl)IX. B-3): 
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Francis Land & Water Company 

ADOPTEp OOAHTITIEa 

Name ot Company: Francis Lana & Water Company 

1. Net-to-Gross Multiplierr 1.67471 
2. Federal Tax Rate: 34.12' 
3. State l'ax Rata: 9.3% 
4. Oncolleetibles, Rate:. 0.070% 

ottsetable Items Tel~ 

5. EY:z::smA:iig E2:!!t:z:: lni 
A. KWh/Cct- Electric Pum~ 0.592 

Electric Boosters 

B. KWh (Total) 57,541 

c. Average Cost/KWh $ 0.10726 

0 .. Total Costot Power $ &:,172' 

6 • Ad Valorem,Taxes $ 7,174 . 

.. . 

Years 

lti.Q. 

0.S92 

58,443 

$ 0.10726 

$ 6,269 

$5,761 
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APPENDIX C-3 
2 ot 2 

Francis Land « Water Company 
. 

AP9mp QUANTITIES ' 

7. HUMer ot'Services - Meter Size 

5l8~ X 3/4' 
, ,3/4 

1 
1 1/2 

2 
3 
4 
6 
S 

'rotal 

8. Metergd Water Sales - cct 

Total water c1elivered 

~ 

656, 
4, 

10/ 
l' 
3 
0 
0 
1 
1 --, 

676, 

83,804 

9. Prtyate Fire Protection Services - Meter Size 

4-ineh or smaller 
6-inch 

'rotal' 

(END OF APPENDIX C-3), 

3, 
o 
3 

lWl. 
, 

661 

" 10 
1 
3 
0 
0 
1 
]; ---

631 

85,118 

3 
0: 

--' 
3' 
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, . 
Francis'Land &, Water Company 

Income Tax Calculations 

.au: ~ 
(T.housands of Dollars) 

Operatinq Revenues 2'40.1 248.6 ' / 
Deductions . 
0,& M Expense' 82.4 8.5-.6-
Depr .charqed to.O & M (S.5) (6, .. 3) 
A & GExpense 70'.0 72.4 
~axes other than Income 11.3 10'.1' 
Allocation of Interest 21 .. 7 22.2' 

Subtotal Ded.uctions- 179'.9 184.0 

Taxable Income Betore Tax Depreciation 60 .. 2 64.5- / 

• State,Tax Depreciation. l~.S 15.6 

State Taxable'Income 43 .. 7 '8.9' / 
State Income Tax 4.1 4.6 

Taxable Income Before Tax Depreciation 60.2 64.5-
~ .. 

Federal ~ax Depreciation 21.$ 22.3 
State Income Tax 4,.1 4.5-

/ Federal Taxable Income 34 .. 6- :3:7.7 

Federal' Income T~ 11 .. $ 12.9 

Amortization ot I.T'.C., 1..:5· 1.5-
:Reversal of. S.. Ga., Method. .. 4 .. 4 

Net'Federal Income Tax. '9.9' 11.0' 

'rotAllncome 'rues. 14 ... 0 15.6 

,IncomaTax: Rates 
State 9'.30%.,' 9'.:30% 
Fed.eral 34.12% 34,.12% '. 

(ENJ) OF' APPENDIX ~3) 
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Francis Land & Water Company . 
. 

Comparison ot typical bills tor residential metered customers 
ot various usaqe level and avera~e uaaq. level at present and 
authorized rates tor the year 1989. 

Gftn,ralMeter,d Service 

(S/8- x 3/4-inch meters) 

-~-~--~-~-~---~-~----------------~--~-~--~-~--------~--. .. At Present .. At Authorized. .. Percent . .. .. .. .. Monthly'Usaqe . ·Rates . , Rat •• . Increase .. .. OO' . 
--..,--... ------------------------------~--~----.... --.---..~-------(100 CUbic Feet) 

0 $- 5,.75- 8 .. 55- 48 .. 7 , 
50 11 .. 95- lS'.46 54.4 

10 (Averaq.) 19 .. 65- 28' .. 36 .. 44.:l 

15 27.3$ " 33.27' 3'9.9 

20 35.05- 48:.17 37.4' 

30 SQ'.45 67 ~98,· 34.8· 

50 8'1.2'5, 1.07'.60 32.4 

60' 96..65, 127'.41, 31 .. 8. 

70 112' .. 05· 147.,22" 31 ... 4 

80, 127~4S 167~03, 31 ... 1 

90 142'.8.5- 1.86~.,84 30.8: 

100 158.25· 206-.6.5- 30 .. 6 

200' 312 .. 2'5 404.,75, 29 .. 6-

300 466.25·' 602:.85- 29~3 

(EN']) OF APPENDIX E-3,. 

.. .. .. .. 

... 
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/' Decision __________ __ 

In the Matter of the Application ot) . 

BEFORE THE PUBLIC UTILITIES COMMISSION OF,~HE STATE oZFORNZA 

CITIZENS UTILITIES COMPANY OF' ) 
CALIFORNIA for authority to increase) Applicatio 89-03-028. 
rates ana charges for water service) (Filed Ma ell 21, 1989"). 
in its Felton District (U-8:7-W). ) .' 

-------------------------------) 
In the Matter of the Application of 
CITIZENS UTILITIES COMPANY OF 
CALIFORNIA for authority to increase 
rates and charges for water service 
in its Sacramento District (U-S7-W). 

) 
) 
) 
) 
) 
) 

-------------------------------) ) 
In the Matter of the Application of ) 
CITIZENS UTILITIES COMPANY OF ) 
CALIFORNIA for authority to" increase ) 
rates and ehar~es for water service ) 
in its GuernevJ.lle Dis'trict (U-87-W) 1~ 

In the Matter of the Application 01 ~ 
FRANCIS LAND AND WM'ER COMPAN:i for ) 
authority to increase rates and / ) 
charqes for water service in the{ ) 
Ci ty of Ferndale and vicini tYj' n ) 
Humboldt County (U-26-W). ) 

) --------------------------j-------, 
Investigation on the Commission's ) 
own motion into the rates a~d charges) 
of CITIZENS 'O"rILITIESCOMP~ OF ) 
CALIFORNIA, a.californiA/orporation,) 
in its' MON'XARA DIS'I'RICT.· ) 

. ) 

App1.ieation 89-03-029 .' 
(Filed March 21, 1989) 

Application 89-03-030 
(Filed March 2'1,. 1989): 

Applieation 89-03-031.: 
(Filed March 21, 1989): 

I.89-02-011 
(Filed February 8, 1989) 

Cooper, WAiJ & Cooper, l:>y E. Garth Black, 
Attorney~ Law, and Lawrence D'Adc1io, for 
Francis 0. and Water Company; Ronald E. 
Wal§h, tor Citizens Utilities Company of 
califorua ana. Franeis Land· and Water Com1; applieant$. 

- 1 

.i 
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Carl~s E. Benemann, for Ferndale Interventi 
Team; Sherwin H. Wiersig, for City Coun il, 
City of Fernd.ale; Messrs .. Arlnour, St. ohn, 
Wilcox, Goodin & Schlotz, ~y . 
Squeri, Attorney at Law, for Sweetw er 
springs water District; and Burton, 
for California Department of Heal 
Services, Public Water Supply Br ch; 
interested parties .. 

Lawrence o. Garcia,. Attorney at ,and btthur 
Jarre~1' tor the commiSSiOn!. A isory ana 
compliance Division.. . 

summary 0: pecision 
This decision authorizes the followinqrate increases to 

Citizens Utilities Company of Ca fornia (Citizens) and Francis 
Land and Water Company (Francis}!. -

1989 1990 
I 

- Amount Percent pistrict 
Felton $8:J/,600 20.02-

~ Sacramento 1, 2~4 ,_ 600 16· .. 99 

Amount 
$ 17,.500-

62-1,900 

~ercent 

3.58 

Francis Land & /-
Water Company 71,600 42.52 8,600 3.58 

The increases are based on rate of return of Citizens' 
I 

rate base of 10.28% £Or each of the two years. The related return 
I 

on common equity isj.L1 .. 7S%. -
The decislion also- orders further evidentiary hearings to 

address service prbblems in Citizens' Guerneville District and 
defers the rate r~vision for the district until the hearings are 
completed and thk commission issues- a decision .. 

In tnk order InstitutinqInvestiqation (I .. ) 89-02-011 
conce~inq CitzenSI Montara District r this decision finds that 
Citizens is n t earninqa- rate of return in excess- of the last 
authorized ra 'f return for the Montara.District • 

- 2 -
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Bacltgx0un4 

Citizens is an operating public utility corporation with 
its principal place of business located in Reddin~, ca~fornia~ 
Citizens provides publie utility telephone and water /ervices in 
various areas, of California~ 

Francis is a wholly owned subsidiary 0 

Francis' principal place o·f business is located in Ferndale, 
California. Francis provides public utility ter service in the 
City of Ferndale and vicinity in Humboldt C 

On Mareh. 2'1, 1989 Citizens filed applications requestin~, 
rate increases. for water services .in its ),elton (Application CA.) , 
89-03-028) I Sacramento (A.89-0:3-029)" aid Guerneville (A.89-03-030') 
Districts. Francis also filed an app cation (A~89-03-031) for 
increase in rates for water services on March 21" 1989.. Citizens 
and Francis requested the.following: 

pistrict 
Felton· 
Sacramento 
Guerneville 

Francis Land & 

$ 
Percent 
54~3 

31 .. 0-
,', 

41.0 

Water Company 2r3,819 135 .. 0 

J.22Q 
Amount :e~:t~~D~ 

$ 46,890 8 .. 0 
360,443 3 .. 7 
118,361 7 .. .5- ' 

7,655, 

The request fot rate increases for both Citizens and 
I ' 

Francis was based on a rate of return on rate base of ll.73% .. 
On April 10,/1989,. Citizens and Francis amended their 

applications .. , In thefr amended, applications Citizens and Francis 
request a rate of return on rate base of between ll.85% to 12.50% 

/. ~ based on return on cemmon equ~ty of between 14~ and 15%. 
On February 8,. 1989, the', Commission issued I .. 89-02-011 on 

its, own motion into the rates and charges in, Citizens' Montara 
District • 

- 3 ":' 
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This decision addresses these applications and 
I.S9-02-011 which were consolidated for hearings.. Followin 
'brief description of the three districts and Francis. 
bJ,ton Distrixt 

/ 
The district serves the unincorporated are of Felton and 

vicinity. All of the district's operation is with~ Santa Cruz 
county. / 

A diversion on Fall Creek is, the syst~m's surface source 
of water supply. The system's ground. water sr6urces include Bennett 
and Bull Springs and one well equipped wit~a deep well turbine .. 
Nine reservoirs and tanks of various"siz~ provide a total combined 

, " / 
storage capacity of about 8:711'000 qallons. 

As of December 31, 19'87,. t"rit d.istri'bution' system 
contained. about 119,000 feet of tr~miSsion and distribution mains 
that varied. in size from 1-1/2 inches to 10 inches- in diameter. 
Also, as of December 31, 1987" this system, had 1,.301 active metered 
service connections, and 7 pr~/ate tire hyclrant connections .. 

The d'istrictl'soperation is conducted from an oftice in 
Felton, 'by a district manag;i" a supe~intendent, two service 
persons, and one service e1.erk., 
S~ento~i~riet ;' 

~he district/provides water service within areas of 
Sacramento County com:m'only known as Lincoln Oaks" Royal Oaks, 

I 
Arden, Suburban (Ra1}<:::ho. Cordova and Rosemont areas), Parkway, 
Sunrise, City of ISIleton, and. vicinities. 

The d.istfict's water supply is p~ovided ~y 96 deep wells 
/ . 

located strategically throughout the areas served.. These wellS 
produce approx:fatelY 10· .. 23 billion gallons of water annually Which 
is delivered to customers through approximateIy 2',500 /,000 feet· of 
distribution~ain.. These mains. are p~imarily asbestos cement pipe, 
'1-1/2 inches! to 2-0 inehes in diameter', .. 

~ of Deeember 31, 1987 r the district had 44,.768 
customer~6,OS6 of these were flat rate customers and 4,532 were 

- 4 -
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metered custo~ers. The district also serves 359 private tire 
protection connections and 3,791 public fire hydran~ ,-

'I'he district's operations are conducted/from the office 
at 3335 Longview Drive, North Highlands. 'I'he district manager, 12 , 
adlUinistrative and office employees, and 21 fi,eld· employees. operate 
in or out of this ottice.. 'the general manaqef. of Citizens" 

. -; 
California water operations, his administrative,. engin.aering, and 
drafting statf also· share this facil~ty.;I 
GueX'ne.v;ill$ pi strict : / 

'I'he district serves the res'ort areas of Guerneville, Rio 
Nido, East Guernewood, Guernewood par'k, North"Hood, Monte Rio,. 
vacation Beach, River Meadows, and~icinity, along the Russian 
River. /1 

The district obtains i~s primary source of water supply .. / . . from several wells throughout/the syst~m. 'I'he dl.strl.C~ has nine 
Qooster puxnps in· the system rang-ing: from 1 HP to· lS HP" and a total 
storage capacity of approxi~telY one million gallons in tanks that 
are located at different eievations throughout the distribution 
system. I, . 

As of Decembe,,'31, 1987 the: system consisted of 
approximately 430,000 feet of transmission and distriblJ,tion mains, 
3,302' active ~etered services, and. 3 private fire hydrant 
connections .. 

'I'he d.istrict maintains an o,ffice in Guerneville where the 
c1istrict manager, o·ffice manager,. superintendent, three clerks, and. 
seven service persons are located. 
francis 

Francis provides water service in the city ot Ferndale 
and vicinity in Hwn):)oldt County. 

Francis' main source of water supply' is from tunnels, 
springs, and(a well. 'I'he combined yield of all sources is , ,. 

estimated. to- be trom 2,35- to' 330. gallons 'per minute,. dep.~ndingon 
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the season of the year. The amount of water sold in 1987 was 
sli9htly in excess o·f 84,.000 hundred c~ic feet.. /,r 

'l'Wo concrete reservoirs with a combined capacity 51 1.33 
million qallons provide storage for the system.. In addition,. the 
system. has- five small collectinq tanks. Francis' total~mbined 
capacity is about 1 ... 36 million qallons.. / 

The distribution system in. Francis' service area includes 
approximately 60,000 feet of main varyinq in SiZe/uP to 10 inches. 

As of Oecember 31, 1987, Francis se~ 6Q& metered 
customers and 3 private fire hydrant connections .. 

Francis' local operations. are con~cted from its office 
in Ferndale.. In addition to the local sup'rintendent, there are 

I 

two service cler:Ks shared jo·intly with Citizens' telephone 
. .. I 

operat~ons and one full-t~me serv~ce person. 
emlic Meetings and...BearirAsm I' 

As part of its investiqat'ion, the Water Utilities Branch 
(Branch) of the Commission Adviso/Y and Compliance Division 
conducted informal public meeti4s in each o! the service areas. 
In addition to· the project m.a~qer from Branch, the p"wlic meetinqs 
were attended ~y Citizens' qerieral manaqer of California water 
operations and local distri.6't managers. 

Based on the co~ents received at the informal p"wlic 
meetings, the project maiager recommended that p"wlic participatiQn 
hearinqs (PPH) ~e held;in all service areas.. Accordinqly, PPHs 
were held ~efore Administrative Law Jud~e Garde in Felton, I --;I • 

Sacralllento-, Guerneviale, and Ferndale .. 
I . 

The PPHsL:n Felton, Guerneville, and Ferndale were 
attended by over :1:50 people .. These customers complained about the 
quality and/or co'st of service provided by Citizens and Francis. 

EVile Itiary hearinqs were held in San.Francisco durinq 
the period Jul 31, 1989 to· Auqust 4,. 1989. The proceedinqs in 
A .. 89-03-028-,.. .89-03.-029 A.89-03-03,O, and. I.89-02-011 ,were 
submitted upon the receipt of concurrent briefs. on August 21,1989 • 

- 6 -
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Althouqh this order a~dresses most of the issues 
further bearinqs in the proeee<iinq were held on Sep~er 19 and 20 
1989 to address certain expense and rate base ite'!1Jt. 
Issues . / 

During the hearinqs, Citizens stipultated to most of 
Branch's estimates, so only a few issues we~ litigated durinq the 
evidentiary hearings., There were two typd of contested issues 
between Citizens and Branch. The fizrt 'indapplied to all 
districts and the second kind applied 0 specific districts: 

were: 

The disputed items cO'ImD.on o· all districts were: 
1.. Rate of return. I 

A. Capital structu~. 
b.. Return on equuly (ROE). 

The disputed items irfrelation to individual districts 

2. sacr~to Di~ict - ~he addition of one 
employee plus' related expenses for test 
year 1990. / 

3. Francis -/The addition of one-half employee 
plus related expenses for test years 1989 
and 1990/an~ the unamo~ized leqal and 
requlato~ expense incurred in connection 
with contlnued hearing'S, in A .. 60303 .. 

I . 
4. Rate/base for Francl.s .. 

In addi~ion to Citizens and Branch, Ferndale Intervention 
Team (FIT), Cit~council of the City of Ferndale (Ferndale), the 
California Dep~ment ot Health Services (OKS) and the Sweetwater , 
Springs WaterjOistrict (Sweetwater) were active participants in the 
proceedinq_ /FIT and Ferndale are interested in Issues :3 and 4. 

Sweetwater iecommends the following' tor the Guerneville District: 
0
1 Since Citizens has pursued its main 

/ 

extension replacement program in an 
unreasonable and haphazarQ manner, the 
Commission should delete from rate base all 
amounts associated with main extension 
replacements for the years 1989' and 1990. 

- 7 -
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o The Commission should substantially reduce 
Citizens' otherwise authorized rate ot 
return because ot the poor quality ot water 
service provided by Citizens in its 
Guerneville District. 

DHS requests that Citizens'be ordered to submit a master 
plan detailin9 the deficiencies in the Guerneville system and the 
method of correctinq the deticien~ies. DRS, also equests that 
Citizens should. seek" the approval ot the maste plan from DHS and. 
the commission l:Ietore making any improvement ' to the system ... 
Results otJ?peration / 

Tables 1 throU9h 0 show a compa~ison of Citizens' and 
• f Branch's est:Lmate o,'! results of operation tor 1989 and 1990 tor the 

three districts under consideration. !Tables i and 8 show a 
comparison of Francis' and Branch~s~stimates of results of 

o I 
operat:Lon for 1989 and 1990. The;tables also· show the ad.opted. and 
authorized. results of operation~~; 

The adopted quantitieS, tax ealculation, and comparison 
ot rates are included. in APpe£d.ixes. C, D, and E, respectively. 

! 

I 

J/ 

/ 
". 

, 
I 

I 

/ 
J 

t' 

/ 
f 

.I' 
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'I~le 1 

k1optec1 ... 
at 

Present Fates ~izens 

$ 407 .. 5· $ 407 .. 5 $ 407.5· 

peduetiocs 

S\lb1:Qtal 

Net ~ing l3eY~ 

Betore Income· Taxes 
Income Taxes 
Net ~ting' :Revenue 

Rate Base / 
RateofBetw:n 

Estimated. Rate of Return 
/ 

Est .. Net Ope:r.. Revenue 

Net Reverue DefiJerc:r 
Net to Gross ~tiplier 

--7 

0.0 
0 .. 0 
0.0 
0.0 

0.0 

78.$ 0.0 
14.1 0.0 
04.4 0.0 

l,097 .. 9 0 .. 0 

5.87% 0 .. 00% 

11.73% . 1 •. 45%a 

12S.8 

64 .. 4 

1.68325 

l08.4 26 .. 8a 

a . Difference due to estilnatecl rate of retu:r:n • 

-9-

156.2 
113.0 
22.6 
37.2 

329 .. 0 

78.5· 
l4.1 
64.4 

1,097~9 

5~87% 

lO.28% 

112.9 

48.5-

1.68325-

8l.6· 

156.2 
113 .. 0 
22.6 
37.Z 

329.0 

78.5· 
14 .. l 
64.4 

l,097.9 

5.87%. 

10.28%. 

112 .. 9 

48.$ 

l .. 68325 

Sl.6· 

k1optec1 
at 

Auth. p,ates 

$ 489 .. l 

156.7 
113 .. 0 
22 .. 6 
37 .. 2 

329 .. $ 

159.6 
46.7 

112 .. 9 

l,097 .. 9 

lO .. 28% 
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peductions 

~ Operating Revenue 

Rate Base 

RateotReturn 
f 

,/ 
,,' 

~ted Rate of Retw:n 

• 

Table 2 

Citizens 
/" 

$, 408.1 $ 0 .. 0 $ 408.1 Ii 
168.£ 0.0'/~ 168.2 
ll6.4 O~o 116 .. 4 
23.4 o!'O 23 •. 4 
37.8 /0.0 37.8 

345.8./ 0.0 345,.8 ;i 
j 

62.3 

/

t"8:.2 
,. 54.1 

/i,095.5. 

4.94% 

ll.73% 

128.5 

74.4 

1.68325· 

125 .. 2 

0.0 
0.0-
0.0 

0.0 

0.00% 

a 15.9 
a 15 .. 9 

26.,a 

- 10 -

62.3 
8.2 

54.1 

1,095.5 

4 .. 94% 

10.28% 

112.6-

58 .. S 

1.68325 

98.5 

Mcpted 
at 

Pment Bates 

$. 408' .. 1 

168.2 
ll6.4 
23 .. 4 
37.3 

345 .. 8 

62.3 
8 .. 2 

54.1 

1,095."s. 

4 .. 94% 

10.28% 

112·.6· 

58 .. $ 

1~6S32S 

98 .. 5 

Mcpted 
at 

Auth. PAtes 

$ 506.6 

163.8 
ll6.4 
23.4 
37 .. 8 

346..4 

160.2 
47.6 

112'.6 

1,095.5-

10.28% 
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~le :3 

CitizeJ'lS Utilities ~ of califotnia 
5ao;amento District 

SUrama:I::Y ot ~ ReconcilJ.".tion 
Test YEglt 1989 

.I.tm. 
Operating' :Revenues 

~ctions 

om Experlses 
A£t.G Experlses. 
taxes other than Incane 
Dep:ec:iation 

. SIJbtotaJ. 

Net ~ing Reye:nue 

Before Income T~ 
Income 'I'~ 
Net Operating Revenue 

Rate Base 

RateofRetul:n 

Estimated. Rate of:Retu:m / 

Est .. Net Oper .. Revenue / 
/ 

Net .Revenue Deficiency' 
( 

Net to Gross· Mllt1plier 

Revenue Increase. / 

" I 

I 
i 

/ 

(DolJas . in 'IhousandS) 

11.73% 

1,537 .. 3 

913.3 

1.68024 

1,5:34.5 

10.28% 

190 .. 0, . 1,347.3 

190.0 

319.3 

723.2 

1 .. 68024 

1,.215 .. 2 . 

a Difference;due to est:i:matecl rate of :retul:n. 

I . 

/ 
-11-

2,739.5 
1,970 .. 2 

294.1 
1,.298.4 . 

6,302.2· 

847 .. 4 
223.3 
624.l 

13,106.0 

4.76% 

10.28% 

1,347·.3 

723.2-

1.67942 

1,214.6 

$ 8,364.2 

2,741.5 
1,970.2 

296.4 
1,298.4 

6,306~5 

2,.057.7 
7l0..4 

1,347.3 

13,106 .. 0 

10.28% 
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'l'able4 

Citizens Utilities <:cmpany of california 
sac:mnento District 

SI.:m'Ima:y of F.al:nings Reconeiliation 

peductiom 

O&M~ 
A&G~ 
Taxes· other tMn Income 
Depreciation 

SlJbtotal 

Test XAAr 1990 
(Dollars in 'IbousanCIs) 

Citizens 

$ 7,459.3 

2,.942.5 
2,.094 .. 4 

310.7 
1,459.6; 

/ 

$ 0.°7459
•
3 

32 .. '?2. 2',.909.8 
1 ba 2,.092' .. 8 

·.9 304.8 
0 .. 0 1,459~6 

6·,.767 .0 

. Adopted 
at 

Pmsent Rates 

$ 7,459.3 

2,909.8 
2,092..8 

304· ... 8 
l,459.6-

6,767 .0· 

• Net o;emics Revenue 

: ..• 

Before Income Taxes 652.1 (40.2) 692.3 
Income Taxes 'J!.67~7 (16.2). 183.9 
Net Opera-tlnq :Revenue /484.4' (24 .. 0) 508 .. 4 

Rate Base' !3,789 .. 0 0.0 13,789 .. 0 

Rate of Retu:z:n / 3.S1t -0.17% 3.69% 
. ' / 

Estllnata::l Rate of Return' 11.7:3% 1.4~ 10.28% 

~- Net. Oper. Psterroej 1,617.4 199.9 1,417.5 

Net :Revenue Deficiency 1,133.0 224.0 
. / 

Net: to G:r:oss MJItiplier 
I 

a.'"Vemle Ir.ICl:'ease I 
/ 

/ 
I 

909.1 

1 .. 68024 1.68024 

1,903.8 376.3 1,527.4 

(Reel Figure) 

a Difference/due to one employee excluded.~· Brandl. 

b. Di!f~ due to estimated.· rate of.ret:uxn~ 

-12- .. 

692.3 
183.9 
508.4 

13,789.0 

3.69% 

10.28% 

1,4l7..5-

909.1 

1.67942 

1,526.8 

Mopted 
at 

Auth. Bates . 

$8,986.l 

2,912.3 
2,.092-S 

307.6· 
1,.459.6 

6,772.3· 

2,213.$ 
796.3 

1,417.5-

13,789.0 

10.28% 
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'I'al:Ile 5 

. Citizens Utilities COmpany of cali:eox:nia """ 
GUerneville Dist:dct . ,/ 

S\.nmnaxy' of Eaxni:Dgs. ~tion //' 
Te.Sc Year 1989 .-

O&M Expenses 
A&G Expenses 

. '!'axes. other than Ineome 
Depreciation 

SUbtotal 

Ee!ore I.ncaae Taxes 
InCClIDe 'I'axe$' 
Net Operating' Revenue 

(Do~.rs in 'IhOUSands) 7 
. /Adoptei 

• / I at· 
Citiz@§ ~. ~. ,Present Ems· 

$1,069.0 $ 0 .. 0 $1,069.0 • $1,.069.0 

534.6 O.Oh4.6 534.6 
328.6 0.0 . 328 .. 6 328 .. 6 
66.9' O.tO 66.9 
88..3 0'.0 88.3· 

1,018.4 /0.0 1,018'.4. 
I 

1/' 
50,...6· 0.0 

(lZ .. 4) 0.0 
/64 .. 0 0 .. 0 

50 .. 6 
(13 .. 4) 
64 .. 0' 

z{669.4 0 .. 0 2,.669.4 
.I 

Rate of Retum / 2 .. 40%. / 0 .. 00% 2.40% 
I 

Estllnatec1 Bate of Retw:n / ll .. 73% . / 
Est .. Net Oper. P.evenue / 313 .. 1 

/ 
Net Revenue Deficiency 249 .. 1 

i 

Net to Gross lo1lltiplier 1.68771 
I 

I 

Revenue Increase .' 420 .. 4 

1.4S%a 10 .. 28% 

38 .. 7a 274.4 

38 .. ,a 210 .. 4 

1 .. 68771 

6S .. 3a 355 .. 1 

(Reel Figure) 

a Difference due to e:st:ilnated. rate of retuxn. 

.,.' 

,,~." 

Note: Since we ue. ~ further bearings to address service ~lems and plant 
acklitions, tor the district,. only:.revenues at .present =tes Md· expenses. that 
~ in:1eperxlent" of plant est:i.mates, axe·klein; ad.opted.. at· this tllDe. 

I 
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TaQle 6 

Citizens Utilities COmpany of calito::nia 
Guer.neviJ.le District 

St.tmma%y of F.arrl:i.ngs. Reooneiliation 
Tm Yw 1990 //~ 

/' 
(Dollars :in'lbousanc1s) 

/ 
'M6ptec\ 

~ 

Operatin; Revenues' 

peductions 

Citizens 

$l,07l.5· 

./ at 
W~ ~. Pmjent .Rates 

I' 

$ 0.0 $1,0717 $1,071.5 

0&11 Expenses 
A#.G.~ 

Taxes other than !l'lcome 
:Depreciation 

S\Jl:rt:otal 

He:t OQera't;im .Reye.nue 

Before IncQme Taxes· 
:tnc:aDe 'l'~. • 
Net Operating' Revenue 

573.9 
351 .. 7 
71~8 
94.l 

l,091.5 

l 
l 

0.0 /573 .. 9 
0 .. 0 351.7 
0 ... 0/ . 71.8 
0.01 94.l 
I 

/> .. 0 l,091S 

(20 .. 0) 0 .. 0 (20.0) 
(43.3) 
23.3 

(43)~3) 0.0 
23.3 0.0 

:Rate Base 2,840 .. 5· 0.0 2,840 .. 5 

:Rate ot P.etw:n 0 .. 82% 0 .. 00% 0.82% 

Estimated Pate of Return 11 .. 73% 1 .. 45%a 10~,28% 

Est. Net Oper .. Revenue. 333..2 41.2a 292.0 

Net P.eve:nue Deficiency 309 .. 9 4l .. 2a 268.7 

Net to Gross Multiplier 

ReVenue Inc:rease 

1.68-771 

69.S£ 453 .. 5 

(Reel Fi~) 

a Oitterenee ~e to estlloated rate of :return .. 

573.9 
351.7 

Note: Since we are o~ fu:rther hearings 1:0 address. seJ:Viee proOlems ani plant 
additions for. the Clistxict,. oriJ.y revenues at present l:ates ard. expenses that 
are in:3ependent of plant estllDates are bein; 'adoptec1 at this tilDe. . 
I 

j 

I 
"-

- l4 -
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l.'tml 

Operatil'lq Revenues 

!)educti2m 

SUl:ItotaJ. 

Net ~ing Revenue 

Before Income TZIXeS 
Income. 'I'axes 
Net Ope%at.:i.l'lq Revenue 

Fate Base 

'l'~le 7 

Frm'lCis· !and Mel Water COmpany " 
SUr!IrImy o'! Eal:ninqs. Reconciliation // .. 

Test Year 1289 ". / 
(Dollalz :in'lbcUsands)'V 

/ 

~
I :Adopted 

.. at 
~itizens Dlt· ~:sent Rat&;$ 

/ 
$168.4 $ 0.0 $168.4 

.~/ 
94.9 12.~ 
90.7 201.~ 
14.3 . ~.Od 
28.4 ;12.6 

82.3 
70 .. 0 
ll.3 
15.8 

228:.3 / 48·.9' 179.4 
,/1 

/ 
(59.9) 
(.36·.1). 

/(23.8) 
.' 

(48.9) 
(21.3) 
(27.6) 

(ll.O) 
(l4 ... 8) 

3.8 

'$168~4 

82 .. 3 
70 .. 0 
U.3 
15.8 

179.4 

(ll.O) 
(14.8) 

3..8 

/ 823".8· 
.; 

e 370.6· 453.2 453.2 
t 

-2.89% -3.73% ·0'.84% 0.84% 

lO .. 28% lO.28%· 
, ,I' 

Est. Net Oper .. Revemle 96 .. 6- 50.0' 46 .. 6 46.6-
1/ .. 

Net Revenue De'!iciericy 120.s 77 • 7 
.I' 

Net to· Gross MlJ.,?plier 1.67471 
I' 

Revenue Inc:rease 201.7 130.1 

I 
I 

I 

/ 

I 

" 

.. 
i 

/For explMation see p. l7. 

42.8. 

1. 6747l 

71 .. 6 

-15-

42 .. 8 

' •• 67471 

71.6· 

Adopted 
at 

Autb· Ea1::f:s 

$240.0 

82.4 
70.0 
ll.3 
15.3 . 

179.5· 

60.5 
13.9 
46.6 

453~2' 

10.28% 
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Table 8 

(Dolla'S in· 'll'lQusands) 

.I.tg. 

Operating' :Revenues 

Deductions 

O&M Expe1'lses 
}.b.G. Expenses 
'taxes. other than Income 
Depreciation 

SUbt:ot:al 

~ Qperati:Qg EeYmue 
Before Income Taxes 
Inc:ane 1'axes 
Net OpeJ:ating Revenue 

Rate Base 

RateotRetu:rn 

'Est:i.Iaated Rate of Return 

Est .. Net Oper .. Revenue 

Net Revenue Detieiency 

Net to,·GX'QSS Ml.1ltiplier 

Revenue' Illc:rease 

/ 
I 

/ 

98.5 
93 .. 2 
15·.l 

.29.4 

236 .. 2 

i 

11 ... 73% , 
I 

95-.. 7 

l23 ... 1 

1.67471 

206~2 

f l .. 45%. lO .. 28% 

47 .. l 48.7 

76 .. 6· 46 .. 6 

l.67471 

l28 ... 2 78 .. 0 

, 

(Red Fi<3\]re) 

( ContinI.1e:1). 

- 16-

85-.. S 
72 .. 4 
lO.l 
l6 .. 3 

(13.7) 
. (15..8) 

2 .. 1· 
473.4. 

0 .. 44% 

lO .. 28% 

48 .. 7 

.46 .. 6. 

1 .. 67471 

.78.0 

AdoptEd 
at 

Auth. Rates·~ . 

$248.6 

85 .. 6 
72 .. 4 
lO.l 
16.3 

64.2 
15.5· 
48 .. 7 

473..4 

lO .. 28% 



• 

• 

b Differenca due to: 

1., One-hal:t ~loyee excludec1 ~ Branch.. ,1'/' 
2. Amortization of de!er.red rate case expense of $16,,630. 

C Difference due to:: / 
,I 

1. one-balf employee excl\ldeQ )jy ~ (payroll taxes). 
2. Differences in plant.. /' 

d Difference due to different plant estimates. f i " 
e ,I 

Ditfe.renca due to different plant estilnates. .'/ 
,l 

f Oifference due to recomrnend.ed rates of retux.'l'l • 

~: 

/ 

I 
,/ 

;' 
/ 

i 
,/ 

.I 
.
" 
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Bate of' IWturn y~' 

Since Francis is a wholly ownee $~sidiary of Citizens, ~ 
the rate of return analysis eiscussed ~elow applies to, Citizens as 
well as Franeis. ~ 

1" 

/ 

Citizens' capital structure consists of two components: 
long-term de~t and conunon equity. The ratio in • .... hich the~.~/ two 
components are included is lalown. as debt-equity ratio,or/equity 

.I" 
ratio. Rate of return is a composite value of capital/costs , 
expressed as the total weightee cost of long-term eebt and common 
equity. The determination of the cost of lonq-term'" de~t is based 

. 'I 

primarily on recorded costs i· however, estimates Imust be made for 
the costs associated with future eebts. Determination of the 

I' 

ROE is more difficult because additional fac;t:'ors:,. such as. business 
and financial risks, investor expectation~,/ratepayer interest, and 
equity ratios. . .... 

, . 

The following tMle sh:ows·thetrate of return calculations 
proposed by Citizens and· Branch: 

/ 
i 
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Long-term Oebt 
Common Equity 

Total 

Table 9 

Citizens 
(A) 

Capital 1 

Ratio 

35. .. 52% 
64,48% 

100.00% 

CAJ 

LB) 

Cost Rate 

7.95% -/? .95% 
14~ j- lS. ()O% 

Branph 

(BJ 

Cost RA-te 

, .. " .... ' 

(C) 

Weighted Cost 
[AJ*(B1 

2.82% - 2'.82'.: 
9,03% - 9,67% 

11 .. 85% 12' .. 50% 

(C) 

Wei9'hted Cost 
CA1*rBJ 

Lon9'-term Debt 45.00 8.48% 3.82% 
Common Equity 55·.09:* '11 .. 75% 6.46% 

/ 
Total 100.100% 10 .. 28:% 

/ 
As is evident t:rom Table 9, Citizens and Branch. recom:mend 

different equity ratiO;! cost of debt" and ROE. Fol:lowing is a 
discussion of each component. 
capital Stru£tW:~ ! 

Citizens'/ proposed capital structure for the two test 
years is based onfts aetual eonsolidated equity ratio as of 
Dece~er 1988. Branch bel'ieves that since Citizens~ consolidated 

I 
equity ratio, refleets the overall eompany eapitalization (which 
ineludes Citi~e'ns' telecommunications and energy operations), it is 
toe high in c;omparison to a typical water utility. Therefore, for 
ratemaking p~rposes, Branch recommends an imputed capital structure 

.I 
of 55% equity and 45% debt whieh is more in line with cal ifernia, 

I ' 
class "A:la:ater utilities.. Citizens is oppesedto- the, use ef an 

j:mP'ltei api tal structure. 

I 
1 Purinq the hearings Citizens rounded its equity ratio te 35% 

debt and'65% equity • 
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In developing its proposed capital structure Branch 
examined Citizens' capitalization aqainst the capita)!ization of a 
group of California Class "A" water. utilities and;t comparable 
group of reqional water utilities listed in C.A~rner~s Utility 
Report of July 198·9. Branch then used a compu:t!er model to develop· 
its· proposed capital structure which is based(on projected balance 
of Citizens' business and financial ris~/ 

Business risk is associated with the dependability of 
revenues based on the stability of the}ustomer base and level of 
technoloqical chanqes. Branch belie~s that water. utilities face. 
more stable and reliable revenue s;reams than other types of 
utilities because water utilities;IUse a renewab~e resource, face 
minimal threat of bypass, and a:e allowed to· earn a return on 
construction work in proqressj 

Financial risk is ~ssociated with the proportional level 
of debt to capital ... Financial risk increases as the level of debt 
increases.. This is because' as the level of debt increases,. the 

I 
utility'S contractual fixed obligation to make interest paj'lnents 

/' 

increases and the cost pf marqinal debt issues· increase .. 
'I'elecommunications an~enerqy utilities attempt to offset their 
hiqher business risk/by redueinq·their financial risk by 

.' 

maintaining higher e~ity ratios .. 
i 

Debt financinq is less expensive than equity financinq 
because interest:payxnents on debt are qenerally less than returns 

. I 

paid to common stockholders and because interest paYlllents are tax 
c1eductible Whi,t~ returns on common equity are not.. 'I'he tax savings 
qenerated by .interest expense c1irectly benefits ratepayers througb 
a proportio~al reduction of revenue requirement needs. 'I'herefore, 
Branch maintains. that if Citizens' proposed capital ratio is 

.( 

adopted,. ratepayers will have to pay excessive costs •. 
I' Branch points out that Citizens is classified as a 

i . 
telecommunications utility l:>yValueLine rating- serviee. 
'I'herefibre" according' to· Branch, Citizens" capital strUcture thouqh L" . 
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appropriate tor a teleeommunieations utility is not ap~ tor 
a water utility~ Branch opines that when Citizens applies its 
consolidated equity ratio, to- its California water o{erations, it is 
in fact imputing a hypothetical capital structur~ 

Citizens contencls that Branch's use ~:I a hypothetical 
capital structure is an unjustified departure/from sound policy , 
previously enunciated by the Commission an~~s based on faulty 
logic and a distorted view of the evidenc~.- Citizens contends that 
the Commission has never adopted the larie debt imputation 
recommended by Branch. In support of ~ntention Citizens cites v 
0 ... 92604, where we declined to impute/a capitalization structure, for , 
California Water Ser..rice Company: ,/ 

"But this applicant has ,a'n excellent record of 
service and a reputation for responsible 
:mana~ement behind it./ Where, as here, the 
appll.cant proposes. to proportion its total 
capitalization structure for the immediate 
future within parameters which on their face 
cannot be said to/be unreasonable, imprudent, 
or insufficient,/and which clearly have been 
shown not to, be/out of line with those 
maintained by eomparable regional water 
utilities, we)vill not intervene, absent 
exigent circumstances not present here, to 
induce the utility by the drastic device of 
imputation;to substitute Staff's judgment for 
its. own." / 

; 

Citizens/maintains that the evidence in these proceeding'S 
supports the Commission's above-cited policy of eschewing' , 
hypothetical capital structure for the water d.istricts~ , 

Acco~ding' to, Citizens, imputing a substantial amount of 
nonexistent debt would effectively prevent it from earning whatever 
rate of ROE is authorized 'by the Commission. Citizens opines that 
the ~fairness of Branch's proposal is evident when one consiclers 
the fact t~at Citizens will have to convert a large amount of 
eqllitYin~o, debt very qIlickly in order t'o, ,earn. the authorized rate 

I of return. 

/ 
L.,.' 
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. ' 
,/ 

In addition, citizens offers the following reaso~s to 
" establish the reasona~leness of its proposed capital strUcture. 

1. c:i. tizens' "A:A,A" ratings are attributablei
!" ' 

primarily to its telephone and ener~,.1~ 
operations which provide a ~enefit to water 
ratepayers by lowering the cost of.,."'d.ebt 
financing - .f 

,:' 
:/' 

2. Citizens' requested embedded cost of debt 
(7.50%) and Branch's, computed'cost of debt 
(8:.48%,) are substantially less than the 
average costo.fdebt (9.97%) for other 
Class "A" water companies: 

('t 

./ . /" 

3. The average debt ratio for Calitornia Class 
"A'" water companies .... was 39.17% for the 
period ending DecemDer 3l,. 1988 and debt 
ratios have been/trending down. 

" 
Finally" Citizens maintains that it the Commission wishes 

/ 
to impute nUIrlbers, then it/should not stop at the equity ratio as 
Branch did. It should imp~te other numbers (i.e .. de~t costs and 

",.! 
ROE) which would be more appropriate tor citizens' California water 

/ 
operations. ;' 

Discussion .' 
" 

Citizens';/diversification into three regulated industries 
(telecommunications, enersy,. and water) makes it difficult for 
ci tizens to, devel'~p a capital structure that is, ideal for all three 

" 

industries .. 
An increasing n~er of services in the 

telecommunications and energy industries are being deregulated. 
This trend ,towards deregulation has encouraged, competition and 
consequently has increased the business risks for . 
telecommunications and energy utilities. Utilities have tried to 
offset this increase in their ~usiness risk by reducing their 
financ,ial risk by mainta:i.ninq higher equity rat:i.os. 

, /; Water utilities do- not tace the business risks associated 
wi~erequlatio~. In addition, water u~ilities enjoy a stable 
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customer base with minimal threat of bypass. Therefore, water 
utilities have predictable revenue streams and thus a muCh lower 
business risk than telecommunications and energy uti11ties. ,,-
Accordinqly, water utilities' customers should not be required to 
finance higher equity ratios which are retleet~. in,the'eapital 
structure of diversified teleco:mmunications-/and,enerqy utilities 
such as Citizens", / ' . 

We note that the average ca~~al structure of the 
California Class "A" utilities is coxnposed of 57 .. 71% common equity, 

"I' 39 .. l7% lonq-term debt, and 3,.l2% preferred stock. In comparison, 
Citizens has a 6$.5% coxnxnon equity ratio and a 34 .. 5% long-te%'lll debt 
ratio-. Citizens does not utiLize preferred stock as part of its 
capital structure blend, unLi~e some of the California water 
utilities.. Overall, Citi;ehs1 conunon equity ratio of 65.5% is 7.8% 
percentage points higher;than the 5·7.,7% ratio tor the California 

J 

Class "AI' utilities. Also citizens' equity ratio far exceeds the 
average equity ratio,cif 44% for eomparable group of regional water 

, . 

utilities included :i;n C .. A. 'l'Urner's'O'tility Report of July 198.9. 
/ 

Therefore, Citizens' equity ratio, is not appropriate for its 
I 

california watexioperations.: If rates are set 't:Jased on Citizens' 
high equity ratio it would require Citizen~' water customers to pay 

I' 
exeessive rates. 

r 

Turning to, Branch's proposed capital structure of SS% 
equity and:45,% de't:Jt, we believe that it is more representative of 

/ ' 

Citizens~/water operations in california. Based on Standard & 

Poor's rating 't:Jenerunark in Table 10, Citizens will be able to 
maintafn its "AAA" if Branch's recommended capital structure is 

/ ' 

used ~or setting rates in this proceeding.. Therefore, we will 
/ .. 

adoI?t the Braneh's reeommended equity ratio of 55% equity and 45% 
del)t'. 

/ -
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Table 10 

stand.ard & Poor's Rating Benchmark Definitions. tor 
Pretax Interest Coveraqe~ Debt Leverage an~ 

Net Cash Flow tor Wat~r ~ompanies 

~riteria 

Total Debt/Capital 

Branch' Proposal 
• Eor Ci'tize.ljs I 

tess than 
48% 46% - 54% 52% - 60% 45% 

Pretax Int. coverage Mo;~;;~an 3x _ 4.25x 2X' _ 3 .. 25X 3.8U 

Net Cash Flow/capital More than ~ 
7% 5% - 8% 3% - 6% ~ 14.2% 

~ 

Next, we will address Citizens' claim tha~~ Commission 
has not a~opted such high i~puted debt ratio for ratemaking 
purposes. Contrary to Citizens' claims, the commission has adopted 

I' 

an imputed capital ratio for California wate~ervice Company in 
0.89-04-005. And more recently, in. 0.89-09r048 the Commission has 
adopted comparably higher imputed debt ratio tor San Gabriel Valley 
Water Company. Therefore,. a~option o~ i~puted capital structure 
will not be contrary to the Conuuission's poliey. 

Turning to Citizens~ Cl~ that with higher equity ratios 
debt financing becomes cheaper, /we' note that there are'limits to' 
this benefit.. First, lower cost financing affects the cost of new 
debt issues only. Also·, Cir'ens already enjoys a hi¢l "AM" 
rating trom Standard & Poor. Therefore, we believe that Citizens' 

/ 
California water operations. will not benefit from its proposed high 
eqU'ity ratio. 

2 Based on Branch's recommenaed.and adopted rate ot return on 
equity of 11.75% • 
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Finally, we will consider Citizens' contention that if // ... 
the Commission uses a hypothetical capital ratio, it should. impute ./ 
other n~ers (i.e debt cost and ROE) which 'Would be representati.~ 
of Citizens' calit,ornia water operations.. As· will be evid.ent ~:m 
the discussion on the issues of long-term debt and ROE, the ~oPted 
rates tor long-term debt and ROE are representative of Ci~ens' 
California water operations~ We tind the adopted capit~~ structure 
of 55% equity and 45%. debt is reasonable.. L 
X&nsserm Debt ' 

Citizens' and Branch's proposed costs 0 long-term debt 
are 7.95% and 8.48%, respectively. I 

Citizens used the average ot its recorded consolidated 
long-term debt as of December 31, 1988' and i~ projected cost ot 

/ 
consolidated long-term debt as of OecemJ:')e%'j31, 1989. 

, Since Branch uses a hypothetical capital structure for . 
ratemaking purposes, its cost ot long-tefm debt was developed to be 
representative of Citizens' Calitornia/water operations. Branch 
determined its cost ot long-term debtfby separating the specific 
debt as~ociated 'With citizens' outft-state utility operations. 
According to Branch's est~ate ap~roximately 57% ot the long-term 
debt outstanding is associated with Citizens' out-ot-state utility 
operations. Branch contends t;{e remaining debt classified as· 
"company nonspecitic debt" isithe portion of debt representative ot 
citizens' California opera7'0ns. 

• According to Br&.nch, in the absence of more precise data, 
it would be appropriate lor ratemaking purposes to, use the cost ot 
Citizens' nonspecific lonq-termdebt in Branch's proposed imputed 
capital structure. /1, . 

Branch's method of isolating debt costs for citizens' 
california water(f:p,/rat,ions,. ,thO, ugh not preCise" is the best 
available estimate based on, the available data. Since Branch 
proposes to use e.best available approximation of the cost ot 
debt for' Citizens" calitornia ~ater operations, its'proposea'cost 
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of debt will ~e appropriate for use in the adopted hypothetical 
capi tal structure... Therefore I we will use 8.48% as the cost', of 
long-term debt for Citizens' California water operations. ~ 
Bet.W:n on .£Ol!!lnon Equ,ity 'BOlO / 

This is the most difficult component of the rate'of 
return equation to, evaluate. Citizens is requesting ~ROE of 
14% - 15% for 1989 and 1990 i While Branch reco111lnends/11.75% as the 
proper return for the two,years. ,Both Citizens a.na Branch support 
their recommendations by use ot two' market ~ase~financial models, 
the discounted cash flow (DCF) model and riswPremium (Fa» 'm<Xlel. 

, / 
These financial models provide a range tor/ROE. 

Branch applied its DCF and RP ~nalysis to a group of' 
investor-owned water utilities (the ero') which have similar 
investment risk as Citizens' Calitor.nia water operations and for 

/ , 

which. market data was readily availa'.Cle. Braneh contends that the 
I 

only market data availal:>le for Cit"izens was tor its combined 
operations which include telecom£unications and energy operations. 
Branch believes that market d<}~ tor Citizens' combined operations 
cannot be used to assess the/bUSiness risk for its water 
operations.. / . 

Citizens strongly disagrees with Branch's assertion that 
Citizens' market data fol combined operations is not valid for its 
California wateropera;'£ons. Citizens asserts that citizens is the 
sole source of financ~qfor its water operations and the cost of 
capital for Citizensjis,the actual cost of capital for its 
California water operations .• 

I . 
Branch and Citizens disaqree regarding certain inputs to' 

their OCF and RP/~odel~. 
Citizens also faults· Branch's analysis for failing to 

recognize the/~rtieular risks taced by Citizens' water operations 
in calitorni,t Citizens contends that it will ~e required to ~e 
larqe investments tor its water operations to comply with the new 

~ 
health S[>:dS fo>: domestic: watel:" supply" In addition, Citizens 

- 26, -



• 

• 

A.8·9-03-028 et al. AIJ/AVG/bg 

faces additional requlatory risk associated with disallowance of 
approxi~tel.y $.300,.0003 ot plant tor Francis. , 
niscussion ~ 

Both Branch and Citizens relied on financial mOd&~ in 
/ 

arriving at thei,r recommendations. We :believe that th~esults of 
various financial models are good starting pointsas~~ll as 
analytical guides for establishing ROE and that the/actual 
determination of a reasonable ROE, should be tem~~ed by judgment 
and examination of particular circumstances surrounding the 
utility. / 

Because these models are used only to establish a range 
for ROE,. we do not repeat the detailed ~tscriptions of each model 
contained in this record. Additionall~,. :both parties have advanced 

/ 
arguments in support'of their analyses and a criticism of the input 
assumptions used by the other partie These. arg'UlUents are not 

I 
addressed in this decision, given our assessment that they do· not 
alter the model results. These'models provide a reasonable range 
from which to choose,. and W~ill use them as a guidepost in . 
selecting Citizens" ROE. ~n the final analysis,. it is the 

( 

application of judgment, not the preciSion of these models,. which 
/ ' 

is the key to our decisi-on. 
While we are/not addressing the argUments in support of 

the analyses made by /~ach party, we think it is important to 
address Citizens" ~.oncerns regarding Branch's- use of the Group for 
its analysis. We ,believe that since we are adopting' a hypothetical 

I ' 

capital structurf'Which is representative of Citizens' california 
water operations, it is approl?riate to use the Group for making' the 

I 

ncr and RP' analysis. Branch's, recommendation for all elements of 
. f 

cost of capital (capital structure,. cost· of debt,. and ROE), arc 
/ ' 

~/ 
3 'l'h~s disallowance is explained later under the discussion ot 

FraneiS( results of operations • 
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intended to represent citizens' California water ope To 
this extent, Branch's use of the Group in m~ing i~'DCF and RP 
analysis is consistent with its premise and" 7 th'fore,is 
reasonable. 

Returning to the question of aPE:PY g judgment, we must 
assess Citizens' arguments that it faces in reased risk during the 
period covered by these proceee1ings.. We cognize that Citizens 
may experience ae1ditional risk due to m.oIe stringent water quality 
stanaards. We also recognize the risklassociated with the 
possibility of the plant disallowancEl'for Francis. But we doubt 
whether these kinds of risks make ~izens' water operations as 
risky as its telecommunications a~ energy operations. We als~ 

doubt if these risks justify'anfncrease in the ROE~ Since we are 
imputing a capital structure and cost of long-term debt which are 
representative of Citizens' ca1ifornia water operations, Citizens' 
risks will also be similar t£ those of a water utility.' . 

Branch's proposeaiRoE would·provide Citizens a pret~ 
I ' 

interest coverage of 3.82x (see Table 10). This coverage with 
Citizens' adopted debt l£vera9'e of 45% would easily qualify it for 
a ''''A:AA'' rating accorcU~ to the benchmark definition used :by 
Standard & Poor. ~ 

While we ~coqnize that interest coverage and debt 
leverage are not ~ only indicators used by rating agencies when 
assigning bond r~iingf an ROE of 11.75% would certainly improve 
Citize~s' chancjS of maintaining its "~rating. A!ter reviewing 
all the evidence regarding Citizens' risk and its need for capital 
improvements "" :believe that an ROE; of 11 .. 75% is just and. 
reasonable fcl: CitiZens for the years- 1989 and.·1990. It will 
enable ci t!t' ens to· raise the necessary capital to, finance its 
constructi plan. in these' years. This .adopted. ROE prociuces an 
overall r ~ e of return of, 10~'28% tor 1989, and 1990. Table 11 shows 
the adopted capital ratio·f. cost factors, and weighted. cost for 1989 
and. 1990. 
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Long-term Oe~t 
Common Equity 

AI.J/AVGI~ 

table 11 

capital 
...Ba;t;ios 

Cost· 
tac:tor 

Test Years 1989' 

45'.0.0% 
55-.00 

100.00% 

x 
x 

sacramento Pistrict - SalAri~s and Wages 

3.82% 
• 6.46 

10.28% 

CitiZens proposes to add one more employee than Branch 
believes to be reasonable for'the test/fear 1990 in the Sacramento 
District. Citizens contends that it;needs the new employee to
compensate tor customer growth~ ad e increase in wo=kload 
expected as result ot new water ality requirements imposed by 
DHS. According to, Citizens, th need for this new position is made 
more cri tical ~y the fact that/the growth in the Sacramento . 
District is taking place at distant ends ot the system requiring 
longer travel by service e~lOyees. Citizens opines that the need 
tor the new employee is justi!ied by the tact that trattic 
congestion in the sacraminto' area increases the travel time tor I . 
service employees.. / . . 

Branch's recommendation against this new employee 
position is based. u~?~ a comparison ot 1988 and., 1990 ratios of 
customers per employee man-hour available. Branch contends that 

I 

even with one les~/employee, its estimated. 1990 customer per 
employee man-hour ratio is lo· ..... er than the ratio, for 1988. Branch 
believes that the decrease in customers per employee =an-hour ratio 

( 

resulted from ,the hiring of two new employees in 1989 and that an 
! 

additional employee is not needed. for 1990- Branch contends that' 
the impact o~ new water quality standards on manpower requirements 
is unknown i.,<1 thus <loes netjustity the new pesl. tl.en • 
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Piseu.ssion 
Citizens correctly states that the growth in its 

Sacramento system is taking place at the 4istant ends of tho 
system. However,. the growth to which citizens alludes relates to 
flat rate customer connections. Flat rate customers do not have ./' 
meters which are to be read, repaired, or maintained and thus,~~il 
not require visits. by service employees. In fact, this is true for 
most of the customers in the Sacramento· District becaus~// 
approximately 88% of the them are on flat rates. Therefore,. the 
need for the new employee is· not justified on the b,a.-sis of customer 
growth or traffic congestion. ~ 

Next, we will consider Citizens' clai~ that the nQw 
/ 

employee will be needed to· meet the new water quality requirements 
,/ 

of the OHS. the precise nature of syste~mprovements to meet the 
DRS' water quality standards is not known at this time. Even if 

/ . 
system improvements are made in 1990~they will increase Citizens' 
capital expenditure, .. not its operayons and maintenance expenses .. 
Therefore, the Citizens' claim for the new employee on this basis 

,I 

is not justified for test year ~990. 
I 

Since Citizens has not justified the need for the new 
. ( 

employee I' we will not allow/the inclusion of the cost of the 
eltIployee in test year 1990/estixnates .. 
Results of Operuions tort' Franci§ 

0.82-07-014 in Francis' last general rate case 
I 

application (A .. 60303)/lauthorized an interim g'eneral rate increase. 
It also· ordered further hearing'S to· allow Francis an opportunity to 
justify the inclusion of $299,100 worth of plant improvements in 
its rate base. / 

In accbrdance with the interim order, further hearing'S in 
A. 6·0303 coxnmended on August 3,' 1983.. The hearings were interrupted 
and postponed! so that parties could more e:ftectivel~!" participate in 
the investigation on the Commission's' own motion (OII 83-11-09) 
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into Citizens' practices regarding the transfer ot real property~ 
rights and management'of its watershed resources.. ~ 

Hearings in A.60303 had not resumea when FrancisJ'l.led 
this general rate increase application (A.S9-03-03l) and/tbe rate 
base issue was still unresolved. Theretore, on April 26, 1989, the 
Commission issued D.89-04-06·1 closing A .. 60303 and dirtoting parties 
to resolve the rate base issue inA.89-03-031.. ~ 

As ciirecteci :by the Commission, the rate base issue will 
be resolved in this proceeciing. However, sinc~parties had 
requested adciitional time to· prepare their te£ti~ony, further 
hearings were held in Ferndale on septembe~19 and 20, 1989 to 
address the issue. During the sePtember~earingS, parties also 
addressed other disputed issues regarding Francis" results of 
operations shown in Ta):)les 7 and 8 .. B~causeot the limited.·time 
availa):)le since the completion ~f tn.' September hearings,. the 
issues addressed during the hearin~ will be resolved in a separate 
order. '/ . 

As to authorizinq Francis an interim rate increase in 
this proceeding, Francis and Brfanoh have agreed that Francis be 
authorized an interim rate ine'reasebasecl on Branch's esti:mate of 
the results of operations to' 1989' and 1990 which excludes the 
disputed. expense and rate.~se items. Francis' adopted. sumuary of 
earnings reflects this ag/eement .. 
Bate Design I 

There is no dfsagreement between Citizens or Francis and 
Branch regarding rate design., Branoh reoommends that the adopted 
general metered servi~e rates incorporate the tollowing guidelines: 

1. Eliminite the lifeline co~su:mPtion blook 
and. haVe a single quant:Lty rate tor all 
water! useci.. . 

2.. serv~~e eharqes be set to recover no more 
than 50% ot the metered. customers' share of 
adopted fixed eosts in the test years. 
(Fixedcost~ are gross revenue at adopted 
rates less purchased. power, purchased 
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water, chemicals, income taxes, 
uneolleetibles, and any other eosts 
vary with water usage). 

whieh./" 
/ 

// 
/ 

3. Final rates should not cause any customer 
~ill to' go up more than twice the a~opted 
system ,average increase. ~ 

Branch also, recommends that the rates in the Private Fire 
Protection Service Schedule be increased ~y/the adopted system 
average increase.. / 

Following is a ~riet' description of rate desi9'n for each 
service area :" / 

,Felton District . 
Citizens proposes to reeover approximately 41% of its . / fixed costs through serv~ce charge. 
Branch ~elieves that/Citizens' proposed rate design is in 

/ 
accorc:lance with the recommenc:lec:l guidelines. 

,I 

Sacrament~istrict , 
Approximately 90'% of Saeramento Oistrict customers are on 

! 
flat rate service schedule.. Citizens, proposes to increase, the flat 

I " 
rate service rates by the adopted system average increase for the 

/' test years. ( 
Citizens ~roposes to recover approximately 35% of metered 

customers' fixed costs through service charge .. 
I 

Branch believes that Citizens' proposed rate design is in 
accord~nce with the recommended guidelines .. 

Guerneville pi strict. 
Citizens proposes to recover approximately 74% o,f its 

fixed costs through service charge .. Although the proposed service 
charge exc~edS, Branch's recommended guic:lelines, Branch agrees with 
Citizens' ,proposal for the following reason: 

;' The Guerneville District's. service area is a semi rural , , 

resort where a si9'niticant n~er of customers do, not reside for 
I , 

the fuJ.il year.. Consequently" the average water use per cus,tomer 
I ",' ' 

per month is approximately 700 cubic feet,~' which is loW' but not .' 

- 32 -



• 

• 

A.89-03-028 et al~ AIJ/AVG/bg 

unusua.l for a system with part-time customers. Branch believes /"" 
that if the district is not allowed to recover more than 50% Of.).'tS 
fixed costs through service charge, the full-time cus~omers i~the . 
district would end up subsidizing the part-time customers/, 
'l'herefore,. Branch recommends that Citizens be allowed: t~ecover 
74% of its fixed costs through service charge in the Guerneville 
Oistrict~ ~I 

While Branch does not oppose Citizens' ~oposal for 
recovering 74% o,! the fixed cost through the ser:vice charge, it 
opposed to certain special conditions of tari?sehedule No. GU-lA. 
Schedule GO-1A requires new customers to'pay/their axmual service 

i 

charge in advance in one lump sum. Specia,J! Condition NO.4 of 
t , ,.f t I , • 

Schedule GU-1A e~empts C~t~zens from refund~n9 any port~on of th~s 
I 

initial payment to a customer who terminates service within ten 
months after first receiving' service.i' Citizens does not make the 

/ refund even when another customer is subsequently served and pays 
I • 

for service at the same location before the previous customer's 
I" 

year is up. Branch believes tha.t even. thoug'h this practice does 
not violate Citizens' tariff ~ies,.it is unfair because it allows 
citizens to collect more than/once for the same service. 

,I 

Therefore, Branch recommen~s that Special Condition No. 4 should ~e 
revised ,so that:. 

1. There is no time limit in which a customer 
may receive a refund if he/she terminates 
service/and another customer pays for and 
is subsequently served at the same location 
for the remainder of the initial customer's 
annua'l service charge period. 

I , i . 2. Onder no' c~rcumstar.ces, should the ut l~ty 
re/ceive payment for the same service more 
tllan once .. 
I 

Fin~ly, Branch believes that for those new customers who , 
may have dif~cUlty in making the entire annual service charge 
payment in one lump· sum, Citizens should accept payments' in 
installments .. 
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Francis 
Francis proposes to recover 34% of its fixed costs· 

throuqh service charqes. 
Branch believes that Francis' proposed 

tollows the recommended guidelines. 
Discussion 

Since Citizens has aqreed with Branch's rate design 
recommendations and Branch's recommendations followl'the 
Commission's policy reqardinq rate design, wew~ adopt Branch's 
recommendations. ~ 

As to Branch's recommendation to &t1ow new eustomers to / . .. 
pay the annual service charge in installments,. we note that Braneh 
does specify the number ot payments to bEi made. We believe that it 

/ 
would be reasonable to· allow new customers to pay t~e annual 
service, charqe in tour equal paymen~srmade every three months. 
Service Probl.elns....in Guerneville District 

Ouring the PPHs in Fel~on~ Ferndale~ and Guerneville, 
numerous customers expressed dissatistactionwith Citizens. While 
most speakers in Ferndale and/Felton complained about the high 

I 
water rates and their inabi~ity to pay such rates~ customers in 
Guerneville complained about high rates as well as poor service. 

/ 
In addition to the statements made at the PPHs, the Commission has 
received numerous· letteis in expressing dissatistaction with 
Citizens.' service and ~ates .. 

Further, c~tomers in Guerneville District conducted a . / . . survey of approx~ately 600 customers through a quest~onnalre. ~he 

responses to the ~estionnaire expressed an overwhelming 
dissatistaction ~ith the serVice and quality ot water provided by 

• . I . 
Cltlzens. ~he~roblems expressed by customers related to the taste 
and appearance/ot the water and damaqe to clothing and plumbinq 

I .' . 
trom the depOtits in the water. Approximately 70t ot the customers 
surveyed have to· o:btain :bottled drinkinqwater • 

.. 
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Because of the service pro~lems mentione~ove, 
sweetwater recommends that Citizens' authorized ~e ot return tor 
the Guerneville District be lower than, that ot~rwise found to" be 
appropriate.. Sweetwater and DBS" also- make S¢:,"Cific recommenclations 
regarding remedying the service pro~lems ~the Guerneville 
District.. / 

All recommendations reqardi~ service problems are 
/ 

addressed in the discussion of "Plaz:tt: Addi tion/l' for the Guerneville 
District which tollows. ~ 
Recommendations by DBS- and sweetwater re 
Plant a.dditions· in the ~mey;O.le 12istri£t 

OBS is concerned ~t Citizens may be authorized. a rate 
increase while deficienci~ in the Guerneville District that pose a 
health hazard may be unc/rr,ected.. Therefore" DRS· recommend.s that 
Citizens ~e ordered. tO~~mit a master plan to be approved by DRS 
and the Commission whiCh details deficiencies in the system and 
est~lishes the me~d. and order of correcting the deticiencies • 

Accordir4 to DHS·, its request· for a master plan does not 
imply any restriefion on Citizens' ability to, make emergency 

. ,I . t' , repalrs or ~mp~vements to the system. DRS· malntalns that lts 
concern is to/s~e that the health deficiencies are corrected. 

Branch supports DHS·' recommendation. 
~eetwater not only supports DHS·!' recommendation, it 

recommend/that Citizens' proposed plant additions for 1989 and 
1990 be ~cluded from rate base. Sweetwater contends that Citizens 
had und'rtaken plant modifications without any comprehensive 

1-- . 
engi~eering study or plan which· might justify the moditications. 
Sweetwater ),jelieves that DRS;" requested master plan will require 
Citizens to m.ake fU"eure modifications in aceordance· with an 
approved plan. 

sweetwater also takes issue with Braneh's analysis, ot 
Ci~izens' estimated. plant ad.ditionsot $227,000 for 1989 and 
$194,000 tor 19'90'. Branch' checked. the. reasona,bl:eness of Citizens" 
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// 
,/ 

,/ 
" estimated plant a~ditions by applying the linear regression ,-

analysis, with appropriate inflation factor, to the la$t five years 
/ 

of recor~ed plant a~ditions. sweetwater ~intains/that Branch's 
method is flawed in its failure to, recognize that/the 19SG plant 

/ 
addition figure of $216,000 represents,. in la)9'e measure/, a one-
time extraordinary main replacement cost in~'rred due to a once-in
a-century rainstorm. sweetwater contends~at if the 1986 data 
point had :been properly adj,usted to discou.."'lt for the extraordinary 
plant addition cost, Branch's linear r~ression analysis would have 

~ 

provid.ed a different conclusion regard-inCJ the reasonal:>leness of 
Citizens' estimated plant a4ditiond' Therefore" Sweetwater insists 
that Citizens has failed to' just~ its plant additions, and the 
cownission must e~clude those tr'o:m Citizens" rate base. 

~~ile Citizens d.oes~ot.oppose DRS' recommendation 
re~ardin9 a master plan, it ~oes have certain reservations ~out 
it. Citizens believes thatlsuch an ord'er should be applicable to , 
deferraDle projects and sliould not restrain Citizens' ability to 

J 

deal with e:mergencies, and to undertaXe necessary illlprovements .. 
I 

Citizens bel~eves thatSweetwater's'recommendation 
I 

reqardinq exclusion ot plant additions from rate base are without 
:merit. Citizens eon~ends that Sweetwater's recommendations were 
mac1e :by a lay witne'ss, who is not equipped to evaluate Citizens' 

" 

main replacement p'rograIn. Citizens maintains that its witness 
Ol'Addio clearly ,explained that the distriet's main replace:ment 
proCJr~ over the past several years has focused on severe leaXs and 
has not reqUired an enCJin~erinCJ master plan .. 
Discussion :,' 

It is evident trom the testi=ony provic1ed at the PPHs an~ , 
the evidentiary hearings that the Guerneville District has serious 

/ 
service/problems .. Citizens needs to, take prompt action to remec1y 
the problems in the district .. 

L We believe that customers. are, entitled to water which 
meets the generally' acceptable standards of taste, smell,.. and." 
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"', 
appearance, is safe to drink, and does not harm clothes and / 
plUllll:ling. DRS' pt'oposedmaster plan will be a significant step 
towards achieving that goal. Therefore" we will require cttlzens 
to submit a report containing its,short-term and lonq-te~plans to 
improve the water service in the Guerneville Oistrict.~he plans 
should list the proposed improvements in order of pr~rity and 
should include a schedule as well as a cost estimate' for lllaking the: 
improvements. Citizens should s~mit its report~ntaining the 
plans within 120 days of the effective date Of/this order and 
should provide a copy of this report to sweetwater and DRS. Branch 
should prepare a response to the report, a;~r consultation with 
DBS-, ,within 90 days of its, issuance. Sweetwater ana. DRS may also 
file their response to the report within/gOdays of its issuance. 
Opon completion of the report citizensl~hoUld notify each customer 

T • 
in the Guerneville District, throughjbill inserts,. that the report 

I 

will ~e made availa~le to individual customers upon request. We 
, ; 

will schedule further hearings t~/consider the proposals contained 
in Citizens' report and the responses. Since the proposals made in 
Citizens' report will have an impact on the Guerneville District 
revenue requirements,. we will defer the rate revision'!?r the 
Guerneville District (A.S9-03-030) until the hearings are completed 
and the COlrllnission issues a d'ecision. Th~ proceeding in A.89-03-
030 will remain open to receive furtller evidence regarding service 
problems in the district. 

Turning to the question of the impact on Citizens' 
earninqs resulting from deferring the rate increase tor the 
Guerneville Distrie~,. we note that DY its own estimation Citizens,., 
at current rates, will achieve rates ot return ot 2.40% and 0.84% 
with net revenueS/Of $64,.000 and: $23,3·00 (Tables.S and &) for 1989 

, I 
and 1990, respectively~ It is clear that even it the rate increase 
tor the Guernev'ille District is deterred, Citizens will continue to-I ' , 
earn apositi~ rate of return • 
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Having deferred the rate increase for;the Guerneville 
District until the service problems are addres~ed, we believe we 
have adequately addressed all concerns raise~bysweetwater and 

D~. / 
Tb& Montara...Distri~Qll 

As directed by the commission,~ranch prepared its report 
on the rates and charges of the Montar~District (Exhibit 29). 
Based on its analysis of results of , op,erations, Branch has 
concluded that Citizens is not earni~~ a rate of return in excess 
of the last authorized rate of returri for the Montara District. 
Branch recommends that rates for the Montara Distriet need not be 

I 

revised.. While Citizens does not! accept every aspect of Branch's 
analysiS of the results, of operations, it concurs with Branch's 
recommendation regarding rate ~~justment for the district. 

As to the disputed issues regarding Branch's results of 
operations, Citizens and Bra~ch be11eve that the issues should be 
addressed in the Montara Di~trict"s next general rate ease .. 
We believe that since no, rate adjustment is involved, consideration 
of other issues in the diJtrict's next general rate case ,will not 
jeopardize ratepayers' interest. 'I'llerefore, we will not ad<iress 
the issues in this ceciJion. 
TilDing 0: Bate Ch~~ / 

I 

The decisiori in these proceedings is not expected until 
at least October 1989).. Consequently,. Citizens' and Francis' rate 
of return for the l~~~onth period ending September 30~ 1989 will 
not exceed the authorized rate of return in this decision. . , 
Therefore, to, simp;lify ilnplementation of 1990 rates shortly after 
1989 rates become (effective , CitiZens and Francis request a waiver 
trom the requir~ent to demonstrate the need for the step increase 
in 1990. BranCh/agrees with the request. Branch also aqrees that 
Citizens and Francis'may file one advice letter tor both increases. 

The approach proposed. by Citizens and Francis will reduce, 
the expected rate shock because the rate increase for 1989, which , 
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is significantly higher than the rate increase tor;t990, will go· 

. into effect during the low use months of November' and Oecelllber. 
;' 

Also, the additional increase'for 1990 will qo/into effect <:luring 
the low use month of January. We will adopt/the proposed method. of 
implementing the, rate changes. . / 
Findings of Fact . 

1. On February 8·,. 1989, the Commission instituted an 
investiqation on its motion into rate'~ and charges of Citizens' 
Montara District. / . 

2. On March 21, 1989, Citi.zens filed applications. requesting 
rate increase for water service;lin its Felton, Sacr~ento, and 
Guerneville Districts. AlSO'Lon March 21,.1989, Francis filed an 
application requesting rate ±ncrease for water service. 

J 
3. Citizens' and Francis' applieations were consolidated 

with the Montara District~ investigation. 
4. Francis is a wholly owned subsidiary of Citizens. 
5. Citizens'ancVFrancisl cost of capital is the' same for 

ratemaking purposes in/this proceeding. 
I 

6. Citizens proposes. a cap·ital structure with 64.48% equity 
and 35.52% debt. / , 

7. Citizens! proposed capital structure is based on its 
actual consolidated equity ratio. 

8-, Branch/proposes an imputed capital structure of 55% 
equi ty and 45% debt for ratemaking purposes. 

9. Bran~h's proposed capital structure closely approximates 
the capital structure of California Class "A" water utilities and 
is representative of citizens-' California water operations. 

10. Citizens is classified as a telecommunications utility by 
Value Line ratinq service._ 

11. Citizens' consolidated equity ratio- though appropriate . . 
for a teleconununications utilityis:not appropriate for a water 
utility. :,./ . 
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12. Based on Standard & Poor's rating looncmnaL.ns 
will ~e able to maintain its'~AAAH rating if Branc)r~ propose~ 
capital structure is a~opte~ for ratemaking purposes. 

13. Citizens an~ Branch propose lonq-termldebt costs ot 7.95-% 

and 8.48%, respectively. / 
14. Citizens r proposed cost of lonq-term debt reflects its 

oonsolidated long-term debt cost. ~ 
1S~ Citizens proposes to use its consolidated lonq-tem debt 

cost for its California water operatioris. 
l6. Branch's proposed cost Of~nq-term debt is the best 

available approximation of the lo~term debt cost associated with 
Citizens' California water opera"r0ns., 

17. Citizens requests an ROE ot between 14t and 15% tor 1989 
an~ 1990. ~ ;I 

18. Branoh recommends an ROE of 11.75% for 1989 and 1990. 
19. Water utilities dd'not tace the same business risk as 

telecommunications- and en~qy utilities • 
I , 

20. An ROE of 11.7S%. would provide Citizens a pretax interest 
coverage ot 3.82".. I 

, / , , 
21. A.pretax ~nterest coverage of 3.82x comb~ned w~th 45% 

t 

de~t will qualify Citizens a "'A:AA!' rating aecordinq to the 
benchmark cietinitio~l used by Standard & Poor. 

I 

22-.. An ROE of 11.7St will adequately cover Citizens' risks 
I 

anci would improve/Citizens' chances of :m.aintain:i.ng its "'AAA'f . 
I . 

rating. / 
23. An ROE ot 11 .. 7S% will produce an overall rate ot return 

I •. 

ot lO.28% for/1989 and 1990. 
24. Citizens proposes to acid one more employee 'than Branch 

I 

believes to/be reasonable for test year 1990 in the Sacramento 
D' t . I l.S rl.ct. ,I 

25. /Citizens requests the new employee to eompensate tor 
custome19rOwth a~a the i~crease .. in workload experted as a result· 
ot new water qu.all.ty requ!Lrements imposed: by DBs. .. 
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26. Citizens' projected. customer qro'Wth wiJ!.l :be tor flat rate 
service connections. / . 

27. Flat rate customers d.o not requireArisits :by service 
employees as the metered customers do. / 

28. DBS·' new water quality requirem'ents are likely to 
increase Citizens' capital expenditure/not its operatinq expenses .. 

29~ citizens has not justified the need for the new employee 
in test year 1990.. i.. 

30. Branch :believes that Cit:i:zens' proposed' rate design is in 
I 

accordance with the Commission's ;:-ecomxnended, guidelines., 
31. Branch recommends that(special Condition No.4 of tariff 

Schedule No. GU-1A for the cuetneville District should :be revised 
so that: / 

a~ There is no time limit in which a customer 
may receive afrefund it he/she terminates 
service and another customer pays for an& . 
is su:bseque~ly served at the s~e location 
for the remainder of the initial customer's 
annual ser*ice charge period • 

:b. Under no lirc~tancesshould the utility 
receive ~ayment for the same service more 
than once. 

/ 
32. Branch re~ommendSthat new customers in the Guerneville 

District should be allowed to, pay their annual service charge in 
installments. / 

33. It would be appropriate to allow new customers to pay 
their annual serJice charge in four equal installments paid every 
three months. I 

34. Citizens aqrees with Branch's, rate design 
, / 

recomxnendat10ns .. 
I 

35-. The/ Guerneville District has serious service problems. 
, !, 

36. C1t1zens has not taken the necessary steps to· address the 
I 

service pro~lems in the Guerneville District .. 
~ . 

37. There is an immediate need· to, address the service . , 

problems in the Guerneville District ... 
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38. DRS requests that Citizens be ordered to prOVid~r 
plan approved by the commission and ORS before making a~ system 
improvelUents in the Guerneville Oistrict. / 

39. The master plan for system improvements p~posed by OHS 
and its implementation is a necessary step to~correct the service 
problems in the Guerneville oistrict~ 

40 • The steps needed to implement the ma er plan will have 
an impact on the GUerneville Oistrict's reve e requirement. 

41. Even if the rate' revision is d:;fe / ed.at this time, 
Citizens will continue to have a positive et revenue and. rate of 
return in 1989 and. 1990 tor the Guernev leOistrict. 

'/ ' 

42. In I.89-02-011, Branch re:z,o ends no rate adjustm. ent for 
the Montara Oistrict. 

43. Branch and Citizens aqre that all ratemaking issues 
pertaining to the Montara Oistrictfshould be addressed in the . / 
distr,ict's next, general rate case. . 
~nc1usions' 0: Law I ' 

1., Branch"s proposed capital structure consistin9' of 55% 

equi ty and 45% debt is reaso~able" and should. be a~opted for 
ratelnakin9' purposes. / 

2. A cost of 8.84Vfor Citizens,' lon9'-term debt is 
reasonable and should be/adopted. 

3. An ROE of 11/75% is just and reasonable for Citizens tor 
1989 and 1990. ~ .' 

4. Citizens should be required to, file a master plan for 
system improvements/in the Guerneville Oistrict. 

5-. Further eVidentiary hearings should. be held. to address 
the service prob~em in the Guerneville Oistrictand the rate 
revision for th' Oistrict should be deferred until the hearings are 
completed and ihe Commission issues a decision. 

6r The/GUerneville Oistrict's tariff Schedule No. GTJ-lA 

should be modified in accordance with Find.ings ot Fact 31 and 32 
When the dis'trict's rates are revised. 
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7. The applications should be Qranted

7
to ihe extent provided 

by the followi:nq order. . ,_. 
8. Because of Citizens' and Francis/immediate need for rate 

relief, this order should be made effective today. 
9. Rates in the Montara D1strict/should'not be revised. 

. . '/ . 

o R P ,EE 

IT' IS ORDERED that: / 
1. Citizens Utilities Company of California (Citizens) is 

authorized to file revised/~riff schedules for its Felton and 
Sacramento Districts attaehed to this· decision as Appendixes A and 
B. These filinqs shall!omP1Y with. General order (GO) 96. The 
effective date of the revised schedule in Appendix A shall be 
5 days after the datefof filing. The effective date of the revised 
schedule in Append~ B shall be January 1, 1990. 

I 

2.. FrancisjLand. and Water company is authorized to file 
revised tariff schedules. attached to this decision as Appendixes A 

f 

and B. This f~linq shall comply with GO 96. The effective date of 
the revised ~chedule in Appendix A shall be 5 days after the Ciate 
of filing. /l'he effective date of the revised schedule in 
Appendix B/shall be January 1, 1990. 

( 

3 •. Within 120 days from the effective date of this order, 
Citizens shall file a report with the Commission's Docket Office 

I 

includinq a master plan for.improvinq service in the Guerneville 
I ' 

District. A copy of the report shall be served to· the Water 
Utilities Branch (Branch),. the California Department of Health 
Services (DHS), and the sweetwater Springs Water District . 

I 

,(Sweetwater). 
i 

,( 4. Branch shall review Citizens" report' on the Guerneville 

/

' District and, after consultation with DRS, file its response with 
the Commission's. Docket Office· to- the report· no- later t.b.an 90 days 

. after the report is made available~ 

• - 43 -



• ) 

, ' ' 
, .,," 

A.S9-03-02S et al. Al:J/AVG/}:Jq 

5-. OHS and sweetwa~er may file their comments with / 

Commission's Oocket oftieeon the report no later than 9~ays 
after the report is made available. ~ .•• 

6. Citizens shall notity each customer" through }:Jill 
inserts, that the report on the c:;uenleville Distr

7
id will be 

available upon, request. 
7., Further hearinq on Guerneville Oistrict~s service 

problems will be helCl. atter Citize~s' report~d Branc~'s response 
are :made availa'rJle. ' / 

8. The rate revision tor the Guernefille District shall be 
deferre~ until further commission order t6l1owing the hearings on 
the district's service problem. ~ 

9. The Guerneville Districtl'Sjlariff Schedule No. G"J-lA 
shall be modified in aecordance witlYFindings of Fact 31 and 22 

h th. .a' • ./ d w en e ~~str~ct's rates are rev~se • 
·10. Rates in citizens' Mont£ra Distri~ will not be revised. 

I ' 
11.. The proceeding'S in Aoo8'9-03-02S, A.89-03-029, and 

I ' 
I.89-02-011 are elosed. The proeeedings in A.89-03-030 and. 
A.89-03.-031 shall remain oper/tor further evidence. 

this order is, e!f~ive tOd.ay. ' 
. Dated '/' :",' at San Franeiseo~ Calito=nia. 
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APPENDIX A-l 
lot· 3 

citizens Utilities Company ot California 
Felton District 

felt~n T~tltt ~rea 

Schedule No. FE-l 

GENERAL METE 

APPLICABILln: / 
Applicable to all metered water s~ce. 

TERRITQBX /cOUl 
Felton and vicinity, sa~/ta C~ County. 

RATES ' 

OUantity~ates.:: 

For all water delivered,. per 100 cu.ft. 

Setyiee Charge:: 1/ 
. " 

Per Meter 
Pet. Montb 

$1.609 

, , 
For 5/8 x 3/4-lneh :meter ••••••••..••••• $ 9.45 

13.50 
18.90 
:32.40 
51.30 
97.25 

For 3/4-ineh meter .' e, ................. . 

For l-.s:nch meter ................ . 
For 1 1/2~inch meter ................ . 
For 2'-ineh meter .................... e' 

For "3-inch meter 
For /' 4-ineh meter 132.30 

....... e' .......... e'" ... ~ ........... ., ....... .. 
" 

The service Charge is a readiness-to-serve charge 
which is/ applic~le to all metered serl'ice and to, 
Which. i,s added the quantity charge computed at the 
qI.1ant~:ty rates. 

seryieeReestab1ishment Charge:: 
l 

Fo~/each reestablishment of water service •••• $ 4.l0 

SPECIALI~ONPITIONS 
I 

(C) 

(I) 

eI) 

1. The service reestablishment charge is in addition to the 

/
Charges calculated in accordance with this schedule ",nd 
will ~~ made each· time an account is reopened tor a 
customer at the time water service is to.:De'restored after 
discontinuance at. that customer's' request • 

(Continued) 
I, ' 
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APPENDIX'A-l 
2 of3 

Citizens Utilities Company of California 
Felton District 

b:ePLlCABILITX 

-Schedule No .. FE-4 

FeltOD Tar~tt Area 

PRIVATE FIRE ERQTECTION SER2ICE 

Applicable to all water service furnishedzo privately owned 
fire protection systems. /f 

TERRITORY: 

Felton and vicinitYr Santa Cruz Count. 

Ba,XES / 2er HOD;;h , 

For each 4-inch diameter service/eonnection $ 12.95 
For each 6-inch diameter servi~~ connection 19.50 
For each a-inch. diameter ser'V'ice connection 26· .. 00 
For each lO-inch diameter service connection 51_95 
For each 12-inch diameter s/erJice connection 73 ~10 

Sr,;ECIAL CQttDITI2}!S 

(T) 

(I) 

(I) 

1. The c~stomer will pay ~thout refund the entire cost of 
installinq the service/conne~tion. 

2.. IJ:'he maximum diameter ~f th~, service connection will not be 
more than the diaxne*~ of the main to which the ser'V'ice is 
connected.. . / 

3. The c~stomer's installation must be such as to- separate 
effectively the tire sprinkler system from that of the 
customer's regular water servicep As a part of the 
sprinkler service installation there shall be a detector 
check or oth.erlsimilar device acceptable to the utility 
which will indicate the use of water. Any unauthorized use 
will be charg.ed for at the reqular established rate for 
general -metered service" and/ or may be qrounds for the 
utility"s, di'scontinuing the fire sprinkler service without 
liability to the utility. 

I 
4. There shal~ be no cross-connection between the fire 

sprinkler/ system- supplied by water through the utility'S 
fire sprinkler service to any other source of supply 
without}the specific approval of the utility., This 
specifiC: ' 

" 'I' 

(Continued) 
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APPEN:OIX A-l 
3 of :) 

Citizens Utilities Company of California 
Felton :Oistrict 

Schedule No·.. FE-6M 

F~lton Tatjtt ~r~a 

METEBEP RESALE SERVICE 

~P:eLlCABI,JJITX 

Applical:>le to all metered resale servicl. 

I 
Felton and vicinity, Santa Cr'IJ./zcounty .. 

. RATES. 

Qyantity Ra~s: ;I 
Per Meter 
:eer Mon;th 

For all water delivered, .ltl'er 100 cu.ft. 

Service Chatgg =~ 
I' 
.' 

l 
/ 

For 5/8 x 3/4-incb. meter .................. $ 
For 3/4-inch meter ............... . 
For l-incb. meter ............... .. 
For 1 1/2-inch/meter .................... e ... .. 

For 2 - inch meter ...................... .. 
For 3-inch meter .......................... .. 
For 4-ineh meter ..................... .. 

I 

.' 
I 

$1 .. 609 

9.45 
13.50 
18.90 
32.40 
5·1 •. 30 
97 .. 25· 

132' .. 30 

~he Service ch~rqe is a rea.diness-to-serve charge 
which is appJ..icable to all metered service and to· 
which is added the quantity charge computed at the 
quantity ra1;es. 

i 
I 

$grviee Rees'tablisbment Charge; 

For eae!reestal:llishment of water ser.rice •••• $ 4 .. 10 

i 
(ENO OF APPENOIX A-1) 

• 

(I) 

(X) 

(I) 
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Citizens Utilities Company of C~lifornia /' 
Fel ton District " 

'. Each of the following increases in ratesrnay :be put into ' 
effect on the ind.icated. elate by filing- a rate scheelule which aodels 
the appropriate increase to, the rate which would.·otherwise be in 
effect on that elate.. ,I / 

~;-~~~~ 

sgmPULE FE-l 

Service charge: 

For 5/8 
For 
For 
For 
For 
For 
For 

x 3/4-inch meter 
3/4-inch meter 

l-inch meter 
1 1/2-inch meter 

2-inch meter 
3-inchmeter 
4-inch meter 

Quantity Rates: 

............. /fl •• • I 

, I 

For all water aelivered,per JJOO cu.ft.. 0.057 

L 
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Felton District 

".r' 
Citizens Utilities Company of Ca.lifornia / 

Each of the following increases in rates may be put i~to 
effect on the ind.icated date by filing, a rate schedul~fwh.ich adds, 
the appropriate increase to the rate which Wlould other.v-ise-be- in 
effect on that date.. ::\ '-, L 

\" Ii ,. t. 

:: Et.ectl.ve Date 

SOOWLE D-4 

Private Fire Protection Service: /

lil:/1-1-90 

For each 4-inch diameter serviee eonle~t:Lon S 
For each 6-inch diameter service co"mection 
For each 8-inch diameter service- ~onnection 
For each 10-inch diameter serv=!-ce .,conneet;on 
For each 12-ineh diameter serll.ce/ conneet:1;.on' 

}' 

/ 
/ 

! 
'-

,I 
I' I 

, 
I 

I 
.I 

I ., 
!' 

/ 

• 

/ 

/' 
,/ 

/ 

-.I [" 

'j',':! 
,ii 
ii' 

I' \! 

0.45 
0.70 
0.95 
1.85· 
2 •. 05-

,." 
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Citizens Utilities Company of cal,ifornia / 
Felton Di'strict 

Each of the following. increases in rates ~y be put i~to 
effect on the indicated date by filing a rate schedule~ch adds 
the appropriate increase to, the rate which would otherWise be in 
effect on that· date.. . ' ,!\ " /.,' 

~~~d;i."Ve pate 
.:: 1,-1-9Q 

SCHEo:QLE a-2M ':/ 

Se~::e 5 ~:Il:q: ; .-inch meter .•.•..•.• j: $ 0035 
For 3/4-;nch meter ........... ~/ • ..... , 0.50 
For l-=!-nch meter ...... ""/ •••.• :. 0 .. 70' 
For 1 1/2-=!-nch meter , ... " .... or ••• ••• ; 1 ... 15· 
For 2 -l.nch meter ..... 7:'" .,.' .... , ... : 1.85-
For 3-inch meter •.•• .......... 3.50 
For 4-inch meter ..... ' ............ " 4.75· 

Quantity Rates:- I· :: 
For all water d:elive:redher 100 cu.ftJ 0'.05·7 

I 
.I 

/ 
I 

L 

/ 
" t 

/ 

(END OF APPENOIX B-l) 
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APPENDIX C-1 
1 of 2' 

Citizens Util~ties Company of California 
Felton Distriet 

APOPTEP QYANTITIES 
i 

I I, 
Name of company: Citizens Utilities Company ,of 

!, 

District:, Felton 

1. Net-to-Gross Multiplier: 1.68325 
2. Federal Tax Rate: 34.12% 
3. state Tax Rate:' 9.3%' 
4. Uncolle.ctible.s Rate: 0.576% 

Qfts~table I~gms Test ..Year.:z 

5. ~:tl~~~~ :e2W~:C 
.Ull W..Q. 

A. KWh/Cctr Electric Pwnp 0.98,· 0 .. 98 
Electric Booste~ 

B. KWh (Total) . lS31~ 733 184,Ol4 
" 

c. Average, Cost/KWh $ 0.11043 $ 0.11043 

D. Total Cost 
,', 

$ ·20:~2S9 $ 20,,321 

6. Ad Valorem Taxes $ 141: 70Z 
'f' $ 14,570 



• 

•• 

APPENDIX C-1 
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Citizens Utilities Company of California 
Felton· District 

aPO~ED OUANTllIE~ 

7. N),lmber of seryills - Meter ~ize 

SIS x 3/4. 
314 

1 
1 1/2 

2 
'3 
4 

Total 

8. Metered Water Sales - c;g 

Total water delivered 

9. Priva;te Fire PX:2tection 

4-ineh or smaller 
6-ineh 

- Meter Sm 
I 

1 il 

6 --Total 7· 

I 
( 

(END OF APPENDIX <:-1) 

lr272 
2 

17 
6 

15· 
1 
1 

1,314 

187,771 

1 
6 

7 
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APPENDIX 0-1 

Citizens Utilities Company of C~lifornia 
Felton District 

Income. Tax calculation~: 

Operating Revenues' 

Deductions 

o & M Expense 
Depr charqedto 0 .& M 
A·.& G Expense 
Taxes other than Income 
Allocation ot Interest 

~ 
(Tllou:sanc1s 

489 .. 1 

156.7 
(,$,. 

32.4 A
11.:~ 

'I 

Subtotal Deduction$ 319.4 

Taxable Income Before Tax Depreciation 169.7 
State Tax Depreciation 54.2 

State Taxable Income 

State Income Tax 

Taxable Income Betore ':tax De 
Federal 'I'axDepreciation 
State Income T~x 

Federa-l Taxable Ineome 

Federal Income Tax 

Amortization ot I. T.. • 
Reversal of S~.. Ga.. Method 

Net Federal Incom~Tax 
Total Income T~S 
Income Tax Rates 

;:!~al J 

115.5· 

10.7 

169 .. 7 
45.3 
10.7 

113 .. 7 

38.8 
II 
'I 

2.1, 

9.:30% 
34 .~12% 

(END OF APPENDIX 0-1) 

506.6 

168 .. 8 
(6 .. 7) 

116 .. 4 
23 .. 4 
35.0 

336~9 

169 ... 7 
49 .. 3 

120.4 

11.2 

169 .. 7 
43 .. 7 
11.2 

114.8· 

39.2 

2",,1 
.. 7 

36 ... 4 

47 .. 6 

9.30% 
34.12% 
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APPENDIX E-1 

, ' 

Citizens Utilities Company of California 
Felton District ' 

Comparison of typical 1:>ills for resi4enti;al :metered custom.ers 
of various usage level and:avera9,e usage le~vel, at 'resent an4 
authorized rates for the year 1989.:: 

:' 

General Metered serv:l$~':i 

(5/8 x 3/4-inch m.eterSl) ii, ' 

---------------------------------------~-:-------------------: At Present ::At A\1thor.ized : Percent 
: Monthly Osage. Rates : / Rates. : Increase 
-~--~-~-~~----~-~~-~-~----~--~-~~-~~ ~-~~-~~~~-~-------~---~--~ 
(1,00 c'l.Wic Feet) 

o 

5 

10 

12 

20 

30 

50 

60 

70 

80 

90 

100 

200 

300 

$, i.o 00 

13.42 

123.67 

138.37 

lS3.07 

300.07 

447.07 

9.,45 
" ! 

17.50, 
'i 

25-.54; 
'1\ 

28.,75, 
\1 

41.63~1 . 
II 

57 .. 721\ 
:\ 
II 

89.90'1 
i 

105,.99\\ 
" 

1:
1 

122.08'1, 
!i 

138-.. 17\; 
" 

" I' 
154.26,1

1

\ 

"\ I, 
- II 

l70 .. 35-,\1 
II 

'\ 331 .. 25,\, 
I 

1 492-.15 II 
\', 

(END OF APPENDIX E-1) 

35.0 % 

30.4 

2'3.0 

21.3 

17.4 

15-.1 

13:.0 

12.4 

12.0 

11.7 

11.5 

11.3 

10,.4 

lO.l 

: .. . 
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Citizens Utilities· Company of California 
Sacramento, District 

bEPLICAaILIl'X 

Schedule No. SAC-l 

Sacramento District 

AppliCable to all metered water service. 
," 

TERRITORY ;I, 
The unincorporated communities, subdiv~ions, and adjacent 
areas generally known as Cordova, Rosemont, Parkway Estates, 
Lindale f Foothill Farms, Arlin9ton ~e'i9hts" Linwood., Loretto 
Hei9hts, Arden Highlands, Arden Estates, El Camino Terrace, El 
Camino Square and the City of Isleton and ~ieinity in 
Sacramento County and unincorpora.ted areas! in Placer County.' 

, Ii ' 
RATES ..' ;I 

. .', Per Meter 
. :eel Month 

Quantity Rates :, , 

For all water delivered, per 100 cu.ft •. \1 $ 0.383 (C) 
I 

s~~ee Charg~~ ~ 
. I 

For 5/S x 3/4-1nch./Ineter ................. $ 6.75 (I) 
For 3/4-inco meter ................ 7.55 
For 1-inch meter ................ 10 .. 20 
For 1 1/2-ix:x'eh meter ......... '............ 13.S0 
For 2-i'llch. meter •· ........... oo ...... " lS.70 
For 3'7inch. meter ....................... 32.75 
For 4-incb. meter ........................ 46 .. S0 
For .6-inch meter .. .. • .. .. .. .. •. • • .. • • .. .. 77 .. .2 0 
For !S-inch meter ....... ___ ... ...... 114.65 (I) 

The ServL Chat"<le is a readineSs-to-se~e c:harqe 
whieh. is'applicable to· all metered service and. to, 
which·' is aaaed the monthly char9'e cOXl1puted at the 

QUan7YRates
• 

.. 
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Citizens Utiliti~s Company of Calitornia 
Schedule No,. SAC-2R 

Sacramento, District 

if 
APP~~~~~~: to all residential water se~~e on a flat rate 

TERR I TQRY 

~asis. / 

~he unincorporated communities, snbdivisions, and adjacent 
areas generally known as Cordova/, Rosemont, Parkway Estates, 
Lindale, Foothill Farms, Arlin¢on Heights,. Linwooet, Loretto 
Hei~hts , Arden Highland.s,. Arden Estate's, El Camino Terrace, E1 
Cam~no Square and vicinity i~Sacramento County,a.~d 

llW:ineorporatect areas in P/eer County.. ~rS;ibe 

Fer a single-family residence, inclUding 
premises, having the t110WinQ areas:. 

4,5,00 sq. ft. or less ................. :$ 8.90 
4,501 to 8,000 sqJ ft. • ............... '....... 12'.00 

For each additionau1residence on the same 
premises and served from the same service 
connection ... ' ... -';: ... ,." ..•. "." •. ' .....•. " .' ...... . 8.00 

I 
For eaeh..'l,OOO sq. ft. or part ot the area 
in excess of 8,/000 s~ .. ft ...................... . 

l' 
0.35-

~PECIAL CQNPITIQ§· 

1. The a.coveiresietentia1 flat rate charges apply to ser.tice 
connections not larger than 3(4 inch in I diameter .' 

.. 

(~) 

(X) 
ee) 

(X) 

(X) 

2. All service not covered ~y the a~ove classification will ~e 
furnished only on a meter ~asis.. " 

3. A meter may ~e installed at option of utility or customer 
for a~ove classifications in which event service thereafter 
will ):)e furnished only on the ):)asis of Scheetule No,. 1,. 
General Metered Ser.tiee., After a meter .is installed" 
metereci service must De continued' for at least 12" months 
):)efore service will again. De· furnished. at flat rates' •. 

, ~ 

II· 
Ii 
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:: 

citizens Utilities company of California 
Schedule No. SAC-4 

W~ter pistrict tor Saexoonento ~~ 
PRIVATE' FIRE PROTECTION SEGt~ 

~.?.r 

.' APPLICbBILITX , ~' 

i' rt../ 
~~~~;~~~~ ~~r:~;e~~ter service rendered ~I/or p vate fire 

'URE I TO,EX 

The unincorporated communities, SUbdiv~ons, and adjacent 
areas generally known as cordova, Rosomont~ Parkway Estates, 
Lindale, Foothill Farms, Arlington Heights, Linwood, Loretto 
Heic.?hts~ Arden Highlands, Arden Estates" El Camino Terrace, El 
Caml.no square and the City of Isleton and" vicinity in 
Sacramento· county and theuninco~orated eommunity of Lincoln 
Oaks, and vicinity in sacramentynd Plaee~ Counties., 

RaTES ~_ ~ Fer Month 
For each 4-;nch connect~onl or smaller ....... $ 14.25 
For each 6-l.neh connectl.on ....................... 21~40 

ex) 
For each 8-inch connectio'n .......................... 28.50 
For each 10-inch connecti'on .... oo ............. oo ~ ... ,.. 59.30 
For each 12-inch connect'ion ... ' ............. oo ~ • • .. 83.10 

SfEQla:t. CQNPITI9N~ / ',: 

1. The customer Wil~ay without refund tJe entire cost of 
installing the service connection. ' , 

eI) 

2 • The maximum di~eter of the serviee eonnection will not be 
more than the ",'diameter of the main to 'Which the service is 
connected. 

I , 

3. The customer's installation must be such as to effectively 
separate the fire sprinkler system from that of the 
customer's' regular water service. As a part of the 
sprinkler service installation there shall be a detector 
check w~th by-pass meter or other stmi~ar device acceptable 
to the company Which will indicate the use of water.. The 
utility may require a bi-annual test of the detector check 
instal~ation at customer cost as a condition of furnishinq 
service.. Any unauthorized. use will ~e '.charc;ecl for at the 
regular esta~lished rate for general metered service,. 
and/or~ay ~e grounds, for the company's discontinuinq the 
fire sprinkler service without liability to· the company. 

I, 

4. The company will supply only such water at such pressure as 
.. may be available from time to, time as the result of its 

normal operation of the system. 

(END OF APPENDIX. A-2) 
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Citizens Utilities, Company of California /-' 
Sacrament~ District 

Each of the following' increases in rates :may be put into 
effect on the indicated date by filing' a rate schedule which adds 
the appropriate increase to the rate whiCh would otherwise be in 
effect on, that date'. :! ' L 

,:1 

Etferuve pate 

S~=c:~:rge;/~Q 
For 5·/8 x 3/4-inch meter .............. /., $ 0.20 

I " For 3/4-inch meter ............. ~.... 0.20 
For l-inch meter .......... .r. •••• , 0,.30 
For 1 l/2-inch, meter ........... /.. ..... P'. 0.40 

-.J For 2-inch moter .'. "7:". / ....... P. 0.55-
For 3-inch meter ..... ............. 0.95, 
For 4-inch meter .... ........... ....... 1 .. 40 
For 6-inch meter P /...... .............. 2 .. 30 
For a-inch metir "'.. ...... ......... 3.40 

Quantity Rates: 
:i 

For all water d~~d' per 100 eu.ft. 0.012 

/ 

;' 
! 

,/ 

1/ .. 
" I 

/ 
/ , 

l 
1· 
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. . 
Citizens Utilities Company of C~lifornia ~ 

Sacramento· District . /-' 

Each of the followinq increases in rates may ~e pu~into 
effect on the indicated· date by filinq a rate scheduJ..e which adds 
the appropriate increase to· the rate which wbuld o~erwise De in 
effect on thatc1ate... !; / 

\1 . 

&it~eO'tiye D~te 

SctmWLE SA.C-2E 

Residential Flat Rate Se~ice: 

For a sinqle-family residence, incl.udinq 
premises, havinq the followinq areas: 

\: 

4,500 sq •. ft .. or. less ....... 1....... $ 
4,501 to· a f 000 sq .. ft.. .. ..... / ........... . 

For each additional resid~ne/o~ the same II 

premises and. served from the same service!1 
eonnection ......... ,.. .... ~ .. . .I . .... e,.' eo< ........ ' 1,\ 

Ii 
/,

. 'I 

For each 1,000 sq ... · ft •. 0 part of the area 
in excess of 8,000 sq .. ft. . ..... -: ........... .. 

/ 
/ 
/ 
"" 

0 •. 25 

0 .. 01 
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Citizens Utilities Company of California 
Sacramento District / 

;: ~/ .. 
Each of the following increases in rates ~y ~e put into ~ 

effect on the indicated date ~y filing a rate schedule which ad4s 
the appropriate increase' to the rate which would otherwise M in 
effect on that date. '. Ii • / 

;', E:tect.'l.Ye~te 
. II 1-1;='9Q 

SOORQ'LE_SAC:4 :i/ 
Private Fire Protection Service: I,:: 

For each 4-inch connection, or smaller /~ ... $ 0.40 
For each 6-inch conneetion ........... ':/"-.:.... 0.70 
For each 8-ineh connection .... o. .... o. ... o.,/..o.. ~ ~ • 0.95-
For each 10-inch conneetion' •••. o. ..... -/o. ••• ~.. 1 •. 25 
For each 12-ineh connection ...... o.o. ........ !.. 1.75 

/ 

\ 

/ 
I 
i , 

t , 

(END OF APPENDIX B-2) 
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APPENDIX C-2 
1 ot 2 

Citizens Utilities Company ot Calitornia 
Sacramento District 

APOPTEP QUANTITIES 

Naxne ot Company: Citizens Utilities Company ot California 
:1 

District: Sacramento' .:\ 

1. Net-to-Gross Multiplier: 1.67942 
2 .. Federal Tax Rate: 34.12% 
3. State Tax Rate:' 9,.30% 
4. UncolleetiblesRate: 0.164% 
S. Franchise Tax Rate: 2'.0% 

Of:setable Items 

6. Purcb~sed ~owex 
A.. KWh/Cct- Electric 

Electric 

B·. l\Wh (Total) 

C.. Average Cost/KWh 

Do Total cost 

7. Ad Valorem Taxes 

$ 

Test Years 

~ 
0:.980 0.980 

! 

18 , 6-711~ 677 19,304,815-
I' 
II 

$ 0.06978 $ 0.06978 
,I 
I 

1, 302'~S95 $ 1,347,090 
I 

$ 214;~,850 $ 2:1;8,647 
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APPENDIX C-3 
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Citizens Utilities Company of California 
Sacramento· District 

ADOPTED OUANTITIES' 

8. ~umber 0: seryjces - ~ter Siz~ 

5/8 X 3/4 
3/4 

1 
1 1/2 

2 
3, 
4. 
6 
8 

1040 
'3 

1818: 
46l/' [' 

12'50\\ 
I, 

154 i: 
50 " 
19 " 

/ 6· , 
/---~ 
" 

l099 
4 

1821 
473, 

1342 
157 

5-3 
20 

6 

4975 Total / 4801 

9. M~erfJd Water Sales - Cc;t 
I 

10. 

11. 

Total water delivered/5,,194,55,2 5,433,618 

Private Fire Pro~ectiQn Seryi~es - M~er ~iz~ 

4-inch or 
6-inch 
8-inch 

10-inch 
12-inch 

Total 

I 
4,500' sq.t.t .. & Less 
4,,501 .t~8'000 
8,001 to 9,000 
9,001 t 10·,000 

10,001 to, 11,000 
11,001 ~o 12~OOO 
12,001 Jt:.o 13,000 
13,.OO¥ & Larger 

44 
147 
194 

2'1 
4 

410 

4,427 
25,594 

3,428: 
1,.821 
1,272' 

62'6, 
357 
592 

48 
163 
211 

23 
'4 

449 

4,696, 
26,817 

3,485-
1,,8'50 
1,293 

636 
365-
608 

~--~-~~-~----~--~~---~-----~-------~--~~----------; , 
Subtotal 38,,117 39,7$0 
Addiltional, Units 4 4 
-----~---~~-~--~-~--~--~--~----~--~--~-~-~--~--~~~ Tot'al 
~ 

38,121 

(END OF APPENDIX C-2) 

39,754 
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APPENDIX D-2 

Citizens Utilities c~xo.pany of cJb~ifo:rnia 
Sacramento District i 

, !I 
~ ; 

. Income 'I'ax Calculations; 

Operating Revenues 

Deductions 

o & M Expense 
Depr charged to 0 « M 
A & G Expense 
Taxes other than. Income 
Allocation ot Interest 

Subtotal Deductions 

Taxable Income Betore Tax Oeprecia 
State ~ax Depreciation 

State Taxable Ineolne 

State Income 'I'ax 

Taxable Income Before Tax Depreciation 
Federal Tax Depreciation 
state Income Tax 

Federal 

Federal Income Tax 
" 

Amortization ot I ~ •. C .. 
Reversal of $'., Gal Method. 

Net Federal Ine~e Tax 

'l'ota1 Income 1:ies 
Income Tax Rates 
State ( 
Federal . 

I'i 

2,741. 
(6 .,4) 

1,970.2 
96 .. 4 ' 

366;7 
[I, 

'I 

3,054.8 
1,.326~1 

1,728 .. 7 
ii 

160.8 

i\ 3,05411.8-
1,.0941~9' 

1601.,8: 
'II 

1,7991,1_ 1 
,,1 1

1
, 

(END OF APPENDIX 0-2) 

liiQ. .. ' 
of Dollars) 

2,912.3 
(73.4) 

2,092.8. 
307.6 
380.0 

5,619.3 

3,366.8: 
1,322 .. 7 

2,044_1 

190.1 

3,366, •. 8 
1,2'11.,8' . 

190.1 

1,964.9 

670.4 

48.8 
15.5-

6{)6.1 

796 .. 2 

9.30% 
34.12% 
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APPENDIX E-2 

citizens Utilities Company of ca'lifornia 
Sacr~ento· District 

Comparison of typical ):)il15 for resia.enti'al lIl.etered eusto:mers/, 
of various usaqe level and average usaqe level at present and,r/ 
authorized rates, for the year 1989. \i /'" 

.. .. 
: 

~ , 

d . I 
Ge~ra1Me ... ::c.t:.c.:i~i.Ior..:,;;e0'a6. S~rylC~'li /,; 

(5/8: ~ 3/4-inchlll.eters) '\ 

---~--~~-~------------~-~--~~-~-----~--~--~--~-------~-----~~-~ : At Present : At Authoriz.e'cl : Percent 
Monthly Usaqe ,Rates: ,Rates/ ! Increase 

------~-~-~~-~-------------------------~--- --------~~-~--~--~-(100 CUbic Feet) 

0 $ 5,.75 17 .. 4 % 

5 7 .. 14 8 •. 6.'\ 21.3 
I 

10 8.79 10.58 20.4 

15, 
II 

10.43 12.50 19.8 
I: 

20 14.4ll 
Ii 

19.3 

23 (Average) 

30 

50 

60 

70 

15.56\ 19.1 
I 

15 37 18 •. 24'\1 18.7 £95, 25.90:\ 18.0 
/ . 

' I 
II 

17 .. 8 / 25·.,24 29.73,1, 
\ , 

28.5-3' 33·.56-:1 17.6-

80 
,I 

31.82 37.39 1

\ l7.S 
" I 

90 

100 

35,.11 41 .. 22'[,\ 17.4 
, 'I 

38'.40 45·.05·',\ 17 .. 3 
", , ,I 

200 71,.30 83.35\\ 16·.9 
II 

104.20 121 ... 65- 1
\ 16 .. 8 
'\ 

1\ 
h 

(END OF APPENDIX E-3) I' 
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APPENDIX A-3 
1 ot 2' 
, . 

Francis Land & Water Company 
I 

Schedule No. 1 

GENERAL METERED SERVICE I: 

APPLICABILITY 

Applicable to all metered water service. I / 

TEREI10RY / 

, The City ot Ferndale and adjacent unincorporated territory, 
Hwnbo'ldt County., 

BATES 

QuantityJates: 
:! 

Per Meter 
p,er Month 

For all water delivered, 7 pr. 100 cu.tt~ $ 1.980 

Service Charge: I 

For 5/8 x 3/4-inch mete/ .............. ~. $ 8 .. 55 
For 3/4-inch mete'%' ................. 10.45-
For l-inch met"er • ................. •.• 13 .. 40 
For 1 1/2-inch meter ........... , ....... ~... 17.8S 
For 2-inch meter •• , ...... , ............ ~. 23 .. 750 
For 3-inch;eeter ............................ 44.65· 
For 4-incb lneter, ....... '., ........... ~.. 60.950 
For 6-inob. meter ....... __ ............ ~ . 102, .. 6¢ 
For 8-inehmeter .................... .... lS3.,15, 

I .' 
The service ciarge is a readiness-to-serve charqe 
which is appJ!icable to,. all lnetered service and to 
which is ad~edthe ~antity charge 'computed at the 
Quantity Ra.tes~ 

(C) 

(I) 

(I) 

(T) 

('1') 
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APPENDIX A-3 
2 o:f :2 

Francis Land & Water Company 

Schedule No-. 4 

fRlVATE FlEE PROTECTION SERVICE 

APPLICWLIT'f : // 

Applicable to· all water service rendered for private(:fire 

protection purposes. 'i,l!: / 

:IERRITOEY . 

The city o·:f Ferndale and adjacent unincorporated territory, 
H~oldt County. if. 

RATES :' Per Month 

For each 4-inch connection, or smali. er ....... $ 14.25· (I) 
For each 6-inch connection ........... /. ......... ~. • • 21.40 
F h 8 · h t . I "8 SO or eac - ~nc . connec ;on • --: ... ,. ......... ".. • ~ .. 
For each 10-l.nch connectl.on ••• -/................. 59 .. 30 
For each 12-inch connection ... /.. .. ~ ......... ::...... 83 .. 10 (I) 

S£SI<IIlL I<QNDUIQI§ . I· .• 
1.. The customer will pay ,without re:fund the entire cost of 

installing the service connection. ' 
I .' 

2 • The maximum diameter of the service connection will not :be 
more than the diameter of the main to which the service is 
connected.. / 

/ 
3. Where service connection is 6 inches in diameter or larger 

and supplied from a water main within :1,,000 :feet of a 10-
or 12-inch main, the rate will be based on the size of the 
main from which such connection is supplied .. . 

4. The custome'r's installation must be such as to, effectively 
separate the fire sprinkler system from that of the 
customer's regular water service- A"sa part of the 
sprinkler service installation there shall be a detector 
check or other similar device acceptable to the company 
which will indicate the use of water. :, Any unauthorized use 
will be charged for at the regular established rate for 
general metered service, and/or may bel qrounds for the 
company's discontinuing the fire sprinkler service without 
liability to· the company. . ',II ' 

. I , 
(continued) 
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APPENDIX B-3 
1 of 2 

Francis Land & water Company 
II 
II 

Each of the following increases in rates may be put into, 
,effect on the indicated date by filing a rate schedule which adds 
the appropriate increase to-the, rate which would otherwise ,be in-
effect on that date. II /" 

Effect ive pate . 
I 1-1-90./ 

SCHEPULE 1 

Service charge: 

For S/8 x 3/4-inch meter •••••••••••• ,$ 
. I ' For :3 / 4-J.ncb. meter ............. "/'".' 

For l-incb. meter ........... /. •• I 

For 1 1/2'-incb. meter ......... "// •••• ~I 
For 2-inch meter .' ......... ~ ••••• 
For 3-incb. meter ....... ./. ........ ,., 

i ,.' For 4- ncb. meter ..... 'l"." ... ' ..... I 

For 6-;nch metezr ."'.. .. ............... Ii 
For S-~nch meter ......... ~ ....... : 

Quantity Rates: , 
, 

For all water delivere I per 100' cu.ft~ 
I " 

/ 

0.20 
0.25· 
0.30 
0.40 
0 .. 5.5' 
1.00 
1 .. 35-
2.30 
'3.45 

0.044 



, 

• 

• 

A.89-03-028et ale 

APPENDIX B-3 
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Francis Land & Water Company 

Each of the following increases in, rates :may :be-put into 
effect on the ,indicated date :by filing a rate sched.ule.which adds 
the appropriate increase to the,rate which would otherwise:be in 
effect on that date. \1 / 

Ettex3Cive po.;t.e 

Ils;m;PrO:t: Fire Protection Service: ./ 1-1-9Q 

For each 4-inch connection, or smaller' $ O~30 
For each 6-inch connection .. ~. , ............ ~ .. .. 0 .. 50 
For each S-inch connection::Z. ... ' .......... ~ .... 0 .. 65· 
For each lO-inch connection, Z: :, ............ ~.... l.,35-
For each l2'- inch. ,connecti7- ...... ' .' .. _ ...... ~ ... ,' 1 .. 8'S 

/ , 
/' 

/ , 

I 
1/ 

I 

(END OF APPENDIX B-3) 
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APPENDIX C-3 
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Francis Land & Water company 

ADOPTEP OU~ITIES 

Name of company: Francis Land & Water Company " 

. 
1. Net-to-Gross Multiplier: 
2 .. Federal Tax Rate: 34,.12% 

1 .. 6·7471 

" 

3. State 'l'aXRate:: 9 .. 3% 
4~ Uncolleetibles Rate: 0.070% 

.. /.r . 
,I 

1 

I! 
I, 

otfsetableltems 

s. Eu~~as~7§~~ Electric 
Electric 

B.. KWh (Total) 

c. Average Cost/KWh 

D. Total Cost 

6.. Ad Valorem Taxes 

/ 

\. 

/ 
/ 

/ 

0.592' 

57,,541 
I: 

$ 0.l0726 
II 

$ 6,172 
" 'I 

$ 7,174 
:1 

'I 
" 

~ 

0.592 

58,443 

$ 0'.10726 

$ 6,269 

$ 5,761 
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I 

Francis Lana & Water Company· 

ADO~EP QUANTITIES 

7 • Nymbet, 0: S~ry~S - ~ter Size 

9. 

5/8 X 3/4 
3/4 

1 
1 1/2. 

2 
3 
4 
6 
8 

Total 

Total 

I 
/ 
/ 
I .......... 

.uu 
II 

6U 
4 

10 
1 
:3 
0 
0 
1 
1 ---

676 

83,8004; 

(END or APPENDIX C-3) 

" 

; 

i 
3\ 
0: 

--I 
311 

II, 
!: 

w..,Q, 

69l 
4 

10 
1 
:3 
0 
0 
1 
1 

681 

as-/118 

3, 
o 
:3 
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APPENDIX 0-3 

Francis Land & Water company // 

Incolll<l Tax Calc:ulatiO""\ // 

~ ~ 
(T~USandS, of Dollars) 

Operatin9 Revenues 2.(0.0 248 •. 6-

Oec1uctions 

0, & M Expense 
Depr charged to 0 & M 
A & G Expense 
Taxes other than Income 
Allocation of Interest 

Subtotal Deductions 

Taxable Ineome Before Tax Depreciation' 
state Tax Depreciation / 

State Taxable Income 

State Income Tax ,¥ 

I 
Taxable Income Befor~ax Depreciation 
Federal Tax Deprccia on 
State Income Tax 

Federal Taxable In~me 
l 

Federal Income Tax 

Amortization,ofh.T.C. 
Reversa,l, of S1Ga. Method 

Net Federal I!neo1l1e Tax 
I . 

Total Income Taxes I . 
Income Tax! Rates· 
State I Federal 

, I 
\. 

8-2.4 
(5,.5-) 
70 .. 0: 
11.3, 
21.7. 

" 

" 

17~~9 
i 

60.1 
16.5 

'I 
431.6-

,I I, 
";::.1 

Ii 
" 

601.1 
2~i.5, 

4:1:.1 
I 
I, ' 

34[1.5-
i! 

11\I .. s 

1, .. 5· 
'.4' 
I 

9':'~9 

14,~O . 

'i 

9 .. 30% 
34.12% 

(END OF APPENDIX D-3) 

85,.6-
(6 .. 3) 
72' .. 4 
lO.l 
22 .. 2-

l84.0 

64 .. 5-
15,.6-

48 .. 9 

4.6 

64.5-
22 .. 3 
4.5 

37.7 

12.9 

1.5, 
.·4 

11.0' 

15.6-

9 .. 30% 
34 .. 12% 
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A.89-03-028 et ale 

APPENOIX E-3 

, ' 

Francis Land & Water Company 

comparison of typical bills for residential ~etered customers 
of various usage level and avera;e usage level at present and 
authorized rates for the year 19$9. ! ./" 

I, 

yeneral Met~t:ed seC'ice,/ 

(SiS x 3/4-inch meters) ',i 

~~-~--~~--~-~---~--~--~~--~----~~-~~-~--~-~~-~------~-~~--~~--
: : At Present· : At Au-;{orized : Percent : 
: Monthly Usage: ' Rates, :: ,aates,' " ' : Increase : ~ _______ ~ _________ ~~ __ ~~ ____ ~ ________ ~J __ ~ ________ ~ ___ ~_~_~_~_~ , 

(100 CUbie Feet) 

0 $ 5.75 8.$5 48.7 % 
II , 

5, 11.95, 18.45" 54.4 
" " 

10' (Average) 19.65- 28:.35 44 .. 3-

15- 38'.25 3.9 .. 9 
Ii 

20 35;05 48'.15 37.4 
'II 

30 50.45 67.95· 34.7 
/ " 

I! ' 

50 ~1.~5 107.55- 32.4 

60 96.65· 127.3$ 31.8 , 
j 

70' I ll2.05· 147.15: 31.3-
i 

80 127.45 ii 
31.0 166.95! 

/ 
'I 
" 

90 142.85- 186.75: 30.7 
,,1 

100 / l58.2'5· 206.55(\ 30.5 ., 
'i 
ii 

200 312;.25- 404.55'1 29.6 
II 

/ II 

300 466:.25,' 602'.55:1 29.2' 
/ .:! 

/ 
I 

l, 

(END OF APPENDIX E-3) 


