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becision 59 11016  NOV 31588 @[ﬁﬂ@ﬂm&&
BEFORE THE PUBLIC UTILITIES COMMISSION OF TﬂE STATE OF CALIFORNIA

In the Matter of the Application of )

CITIZENS UTILITIES COMPANY OF ) '

CALIFORNIA for authority to increass ) Application 89-03-028
rates and charges for water service (Filed March 21, 1989)
in its Felton District (U=87-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 (U0=-87-W) .

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

)

)

)

)

)

)

)

)

)

)

‘ )

In the Matter of the Application of )

CITIZENS UTILYITIES COMPANY OF )
CALIFORNIA for authority to increase ) Application 89-03-030

)

)

)

)

)

)

)

)

)

)

)

)

)

ratas and charges for water servica

; _ (Filed March 21, 1989)
in its Guerneville District (U~87-W). '

In the Matter of the Application of
FRANCIS LAND AND WATER COMPANY for
authority to increase rates and
charges for water sarvice in tha
City of Ferndale and vicinity, in
Humboldt County (U=26-W).

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

Investigation on the Commission’s

own motion into the rates and charges) X.89-02~-011

of CITIZENS UTILITIES COMPANY OF ) (Filed February 8, 1989)
CALIFORNIA, a California corporation,) , :
in its MONTARA DISTRICT. )

)

Cooper, White & Cooper, by
Attorney at Law, and Lawrence D‘Addio, zor
Francis Land and Water Company: Reonald E.
Walsh, for Citizens Utilities Company of
California and Francis Land and Wat.r
Company, applicants- ‘
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Carles E, Bepnemann, for Ferndale Intaervention

Team; Sherwin H. Wiersig, for City Council,
City of Ferndale; Messrs. Armour, St. John,
Wilcox, Goodin & Schlotz, by James D,
Squeri, Attorney at lLaw, for Sweaetwater

Springs Water District:; and Bruce H. Burton,
for California Department of Health
Services, Public Water Supply Branch:;
interestad parties.

, Attorney at lLaw, and Arthur
Jarrett, for the Commission Advisory and
COmplianca Division.

_ o -

Somary of Decigion _

This decision authorizes the following rate increases to
Citizens Utilities Company of California (Citizens) and Francis
Land and Water COmpany (Francis) .
| 1989 1990
Ristrict - amount . Rexcenk Amount  Rexcent
Falton | $ 81,800  20.07 $ 16,700 = 3.41
Sacramento 1,216,700 17.02 259,100 2.97

Francis Land & .
Water Company 7L1,700 42.58 5,400 2.22

The increases are based on rate of return of Citizens’
rate base of 10.29% for each of the two years. The related return
on common equity is 11.75%.

The decision also orders further evidentiary hearings to
address service problems in Citizens’ Guerneville District and
defers the rate revision for the district until the hearings are
completed and the Commission issues a decision.

‘ In the Order Institutinq Investigation (I.) 89=-02-011
concerning Citizens’ Montara District, this decision finds that
citizens is not earning a rate.of return in excess of the last
authorized rate of return for the Montara District.
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»

Backaround
N Citizens is an operating public utility corporation with
its principal place of business located in Redding, California.

Citizens providas public utility telaephone and water services in
various areas of California.

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

Oon March 21, 1989 Citizens filed applications requesting
rata increases for water services in its Falton (Application (A.)
89-03-028), Sacramento (A.89-03-029), and Guerneville (A.89-03-030)
Districts. Francis also filed an application (A.89-03=031) for
increase in rates for water services. on March 21, 1989. Citizens
and Francis-reqqested‘thcvrollowinggrate increases:

{gtri
Falton ‘ $ 210,325 $- 46,890
Sacramento | 2,193,142 31.0 360,443
Guerneville . 447,392 - 41.0 118,361

Francis Land &
Water Company 223,819 135.0 7,655 2.0

The requast for rate increases for both Citizens and
Francis was based on a rate of return on rate base of 11.73%.

On April 10, 1989, Citizens and Francis amended their
applications. In their amended applications Citizens and Francis
request a xate of return on rate bzse of betwean 11.85% to 12.50%
based on return on common equity of between 14% and 15%.

On February 8, 1989, the COmnisaxon issued X.89-02-011 on

its own.motion,into the ratos and charges in citizcns' Montara
District. o '
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_ This decision addresses these applications and
I.89-02-011 which were consolidated for hearings. Following is a
brief description of the three districts and Francis.

Felton District .

The district serves the unincorporated area of Felton and
vicinity. All of the district’s operation is within Santa Cruz
County. ' j

A diversion on Fall Creek is the system’s suxface source
of water supply. The systen's.qround water sources include Bennett
and Bull Springs and one well equipped with a deep well turbine.
Nine resexrvoirs and tanks of various sizes provide a total combined
storage capacity of about 871,000 gallons.

As of December 31, 1987, the distribution systen
contained about 119,000 feet of transmission 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 private fire hydrant connections.

The district’s operation is conducted from an office in
Felton by a district manager, a superintandent, two service
persons, and one service clerk.

Sacxamento District

The district provides water service within areas of
Sacranento County commonly known as Lincoln Oaks, Royal Oaks,
Arden, Suburban (Rancho Cordova and Rosemont areas), Parkway,
Sunrise, City of Isleton, and vicinitiaes.

The district’s water supply is provided by 96 deep wells
locatad strategically throughout the areas served. These wells
produce approximately 10.23 billion gallons of water annually which
is delivered to customers through approximately 2,500,000 feet of
distriduticn main. These maina are primarily asbestos cement pipe,
1-1/2 inches to 20 inches-in diameter.

As of Dacamber 31, 1987, the district had 44,768
customors, 36,086 ot these vere zlat ratc customors and 4, 532.wnre




A.89-03-028 at al. ALJ/AVG/bg

metered customers. The district also serves 359 private fire
protection'connections and 3,791 public fire hydrants.

Thae district’s operations are conducted from the office
at 3335 Longview Drive, North Highlands. The district manager, 12
administrative and office employees, and 21 field employees operate
in or out of this office. The general manager of Citizens’
california water operations, his administrative, engineering, and
drafting staff also share this facility.

Querneville Digtrict .

The district serves the resort areas of Guerneville, Rio
Nido, East Guernewood, Guernewood Park, Northwood, Monte Rio,
Vacation Beaéh; River Meadows, and vicinity, along the Russian
River.

The district obtains its primary source of water supply
from several wells throughout the system. The district has nine
booster pumps in the system ranging from 1 HP %o 15 HP, and a total
storage capacity of approximately one million gallons in tanks that

are located at different elevations throughout thae distribution
system. | '

Aq‘ot Decamber 31, 1587 the system consisted of
approximately 430,000 feet of transmission and distribution mains,

3,302 active metered sexrvices, and'3 private fire hydrant
connections.

The district maintains an office in Guernaville where the

district manager, office manager, superintendent, throo clerks, and
seven service persons are located.

Exancis
' Francis provides water service in the City of Ferndale
and vicinity in Humboldt County.
Francis’/ main source of water supply is from tunnels, .
springs, anc a wall. The combinod yi.ld of all sources is
estimated to be . :rom 235 to 330 qallons pexr minutc, dcpondinq on
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the saeason of the year. The amount of water sold in 1987 was
slightly in excess of 84,000 hundred cubic feet.

Two concrete reservoirs with a combined capacity of 1.33
nillion gallons provide storage for the system. In addition, the
system has five small collecting tanks. Francis’ total combined
capacity is about 1.36 million gallons.

The distribution systaem in Francis’ service area includes
approximately 60,000 feet of main varying in size up to 10 inches.

' As of December 31, 1987, Francis szerved 666 metered
customers and 3 private fire hydrant connections.

Francis’ local operations are conducted from its office
in Ferndale. In addition to the local superintendent, there are
two service .clerks shared jointly with Citizens’ telephone
_ operations and one full-time service person.

Public Meeti 1 Heari

As part of its investigation, the Water Utilities Branch
(Branch) of the Commission Advisory and Complianca Division
conducted informal public meetings in each of the service areas.
In addition to the project manager from~Bra§ch,'the public meetings
were attanded by Citizens’ general manager of California water
operations and local district managers. o

Based on the comments received at the informal public
meetings, the project manager recommended that public participatien
hearings (PPH) be held in all service areas. Accordingly, PPHs
were hald before Administrative Law Judge Garde in Felton,
Sacramonto, Guarneville, and Ferndale.

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

Ev;dentlary'hearings-wore held in San Francisco during.
the periocd July 31, 1989 to August 4, 1989. The proceedings in

" A.89-03-028, A.89-03-029 A.89-03-030, and 1-89-02-011 were

submitted upon the rccoipt of concurrent briofs on Auguat 21, 1989.
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Although this order addresses most of thaviaéu¢s§in A.89-03-031,
further hearings in the proceeding were held on September 19, 1989
to address certain expense and rate base items. -
Ingues ' :
During the hearings, Citizens stipulated to most of
Branch’s estimates, 30 only a few issuas were litigated during the
evidentiary hearings. There were two types of contested issues
between Citizens and Branch. The first kind applied to all
districts and the second kind applied to specific districts:
The disputed itens common to all districts were:
1. Rate of raeturn.
a. Capital structure.
b. Return on equity (ROE).
disputed items in relation to individual districts

Sacramento District = The addition of one

employee plus related expenses for test
year 1990.

Francis - The addition of one-half employee
plus related expenses for test years 1989
and 1990 and the unamortized legal and
requlatory expensa incurred in connection
with continued hearings in A.60303.

4. Rate base for Francis.

In addition to Citizens and Branch, Ferndale Intervention
Team (FIT), City Council of the City of Ferndale (Farndala), the K
California Department of Health Services (DHS) and the Sweetwater
Springs Water District (Sweetwater) were active participants in the
proceeding. FIT and Ferndale are interested in Issues 3 and 4.
Sweetwater recommends the following for the Guerneville District:

O Since Citizens has pursued its main
extansion replacement program in an
unreasonable and haphazard manner, the :
Commission should delets from rata base all
amounts asgociated with main extension
replacements for the years 1989 and 1990.
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o The Commission should substantially reduce
Citizens’ otherwise authorized rate of
return because of the poor quality of water
service provided by Citizens in its
Guerneville sttrzct.

- DHS requests that citizens be ordered to submit a master
plan detailing the deficiencies in the Guerneville system and the
method of correcting the deficiencies. DHS also requests that
Citizens should seek the approval of the master plan from DHS and
the Commission before making any improvements to- the system.
Regults of Operation |

Tables 1 through 6 show a comparison of Citizens’ and
Branch’s estimate of results of operation for 1989 and 1990 for the
three districts under consideration. Tables 7 and 8.show a
comparison of Francis’ and Branch’s estimates of results of
operation for 1989 and 1990. Tha tables alsc show the adopted and
authorized results of. operations.

The adopted quantities, tax calculation, and comparison

of rates are includad in Appendixes.c, D, and E; raspectivaly.
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’Ihhlel

Citizens Urilities Campany of Califernia
Falton Digtxict ‘

3.0 113.0
2.6 - 2.6

7.2 . 32
329.00 329.0°

0.0 78.5  78.5 " 189.8
0.0 4.1 4.1 46.8
0.0 64.4 64.4 113.0
0.0 1,097.9 1,097.9 1,097.9
0.00t° 587t 547 10.29%
1.45%  10.28% 20.29% |
15.92 112.9 113.0
15.92  48.5 48.6
| 1.68325.  1.68325
26.8%  81.6 81.8
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Table 2

)

Citizens Utilities Company of Caliromia.
FeltmDistict

Bafore Inceme Taves. 0.0 623 160.3
Inccme Taxes. ' 0.0 8.2 47.6
Nett Operating Ravem:e 0.0 541 . 112.7
Rate Base 0.0 1,095.5 035.5 . 1,05.5
Rate of Ratum _o;oot. ' 4:.9‘4& 10.29%
Est:imted Rate of Retun 73% . 1.45%*  10.28%
ESt. Net Oper. Reverue 5 15.9% 12,6
Net Reverna. Deficiancy 15.82  sa.s
Net o Gross Miltiplier .6832 0 1.68325
Raverue Increase 5.2 267 98.5

a. Difference due to- estimated rate o.f.. retum.
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Table 3

I

Cltizens Utilities canpany'o: California
Sacxamento District

Bafore Inccme Taxes
Income Taxes -
Net Operating Reverua
Rate Base

Rate of Returm

Est:imj:ad- Rata of Retuxm

Est. Net Oper. Reverue
Net Revarme Daficiency

| Net to Gross Maltiplier

$ 7,149.6

. 2,739.5

1,970.2
294.1
1,298.4.

6,302.2

847.4

223.3.

624.1

13,106.0.
.76 |
Sy 1452
1,537.3 '
913.3
L.es02¢
1,534.5.

$0.0$71496

- 2,739.5

1,970.2
294.1
1,298.4.

" 6,302.2

0.0

0.0 -
0.0 -

0.0
0.00%
190.0-
190.0 -

1 319.3

847.4

223.3

- 624.1
13'10600
4.76%

110.28%

1,347.3

723.2
1.68024.
1,215.2

a Di.ftm cdua toastimtndrat:. of mt:um.

$7,149.6

2,739.5
1,970.2

294.1

1,298.4;
6,302.2

2, 059.8

7.2
1,348.6
13,106.0

10.29%
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Table 4

Citizens vtilities Company of Califarmia
Sacramento District

$7,459.3 '$.0.0'$7,459.3

2,942.5 312.7° 2,909.3,
2,094.4 1.6: 2,092.8
310.7 5.9%  304.8

1,459.6 0.0  1,459.6

6,807.2 40.2 6,767.0

652.1 (40.2) 692.3

484.4  (24.0) 508.4
13,789.0 0.0 13,789.0

3.51% -0.17% 3.65%

11.73%  1.45%°  10.28%

1,617.4 199.9 1,417.5

1,133.0 224.00  909.1 '
1.68024 . 1.68024

1,903.8 376.3 1,527.4
(Red- Figure)
a Ditrmchatoanaplayoemwadbym
D pifference due to estimated rats of xat:um-.

) .
‘
L3

$ 7,4%9.3

. 2,909.8
2,092.8
304.8
1,459.6

6,767.0

692.3
508.4
13,789.0

3.69%

10.29%.

1,418.9

910.5

1.67942
© 1,529.1

2,216.1
797.2
1,418.9
13,789.0

10.29%
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'mble'é

Citizens Utilities Company of California
GJ;mavﬂJ.e District ‘
Summary of Earnings Reconciliation
Tegt Year 1989
(Dollars in. Thousards)

adcpted
Citizens  Dif. Exanch M.Bam.
$1,069.0 $.0.0 $1,069.0 . §1,069- oi‘ |

50.6 0.0 50.6
(23.4)  0.00  (13.4) -

2',669'.:‘4. 0.0 '2,669.4
2.40%  0.00%  2.40%
1.73% 1458 10.28%
3133 3877 2744
249-.1'.‘ 3875 210.4-

168771 | ';,sajm .
420.4  65.3% 3551

(Red ﬁqm)

Difference due to estimated rate of return.
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Table 6 .

Citizens Utilities Campany of California
Quernaville District
Summary of Earnings Reconciliation

Test Year 1990
(Dollars, in ,'nmarm) ,

Sitizens Dif- Bonh
$1,071.5 $ 0.0 $1,071.5

573.9 0.0 573.9
351.7 0.0 351.7"
71-8 - 0.0 71-8' .
9.1 0.0 94.1

1,091.5 0.0 ' 1,091.5

(20.0). 0.0  (20.0)
23-3 0-0 23-3

2,840.5 0.0 2,840.5

0.82% 0.00%  0.82%

11.73% 1452 10.28%

333.2 41.2“-" 292.0

. 309.9  41.2%  268.7

1.68771 1.6877%

523.0 69.8%  453.5

(Red Figure).

3 pifference due to estimated rate of returm.

ordaring further hearings to address service preblems and plant -
additions for the district, only revennes at

Fresent rates and expenses that
. m-hmmozmm&m,mvatmw.
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Francis Iand and Water Company
&m:yofmmixmm.aﬁm_

(Dollars in Thousarcis)

$168.4  $0.0° $163.4 - $168.4

94,9 :.2..$ 82.3 82.3
90.7 20.72  70.0

M-3'~ 300 - 11.3 ‘ 11.3
284 12.62  15.3 15.3

228.3  48.9  179.4

e

Net Operating Reverue (23.8) (27.6) 3.8
Rata Base 823.8  370.6° 4%53.2
Rate ‘of Retum -2.89% -3.73%  0.%4%
Estimated Rata of Retirn  11.73%  1.45%° 10.28%
Est. Net Oper. Reverna  96.6  50.0  46.6
Net Reverne Deficiency 0.5 7.7 42.8
Net to Gross Multiplier  1.67471 1.67471
Ravmrm:easa 2017 1301 7.6

(Red Figure)
For explanaticn see p. 17.




A.89~03-028 et al. ALJ/AVG/bg *

-
3

| Ite . citizens Dif.

. Opexating Reverues $170.6.  $ 0.0 $170.6 $170.6.
O Bxpenses. . 98.5 13}‘: 85.5. 85.5
ALG Expenses | 93.2 20 - 72.4 . 72.4
Taxes othar than Income 5.1 S.Od.f 10.1 10.1

Subtotal 236.2  51.9. 184.3 184.3
| |

Bafore Income Taxes (65.6) (51.9) (13.7) . (13.7)

Inoome Taxes » (38.2) (22.4) (15.8) (15.8)
'~ Net Operating Reverue (27.4)  (29.5) . 2.1 2.1
Rate Base ' 816.2 ' 342.8° 4734 4734,
Rate of Return ~3.36%  -3.80%  0.44%. 0.44%
Estimated Rate of Retim 1173t 1.5 10.28%  10.29% -
Est. Net Oper. Reverue . 95.7  47.1 487  48.7
Net Reverua Deficiency’  123.1  76.6  46.6 46.6
Net to Gross Multiplier  1.67471 1.67471  1.6471
Raverue Increase 2062 128.2  78.0 78.0°

(Rad. Figure)
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Difference due to cne-half employee excluded by Branch.
® pifference due to: B

1. One-half employee excluded by Branch..
2. hmortization of deferred rate case expense of 516,630.

Difference due to:

1. One-half employee excluded by Branch (pay::oll taxm)
2. Di.t!erences in plant.

Di.t!e::m due to- different plant est.'imtas.
Difference due to diffarent plant estinates. |
Difference due to reccmended rates of retum.

thshearimsheldeeptembarlS 1989.
thalmitedt:mwaﬂablashmthncmpleﬂmo:tha&ptmberheaﬂ:gs,
lvnthcisszmaddrnsseddm:imthaheaﬂngs

>~
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Rate of Return :

Since Francis is a wholly owned subsidiary of Citizens’
parent Citizens Utilities Company, the rate of return analysis
discussed below applies to Citizens as well as Francis.

Citizens’ capital structure consists of two components:
long=-term debt and common equity. The ratio in which these two
components are included is known as debt-equity ratio or equity
ratio. Rate of return is a composite value of capital -costs
expressed as the total weighted cost of long~term debt and commen
equity. The determination of the cost of long-term debt is based
primarily on recorded costs; however, estimates must be made for
the costs associated with future debts. .Dete:mihation'ot the ROE
is more difficult because additional tactors, such as business and
financial risks, investor expectatzons, ratepayer xnterest, and
equlty ratios. -

‘ - The following table shows the rate of return calculat;ons
proposed by c;tzzens and Branch.1

1 The testimony regarding rate of return and cost of capital was

provided by the Financial and Economic Analysis-Branch of the
. Division of Ratepayer Advocates.

- 18 -
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~ Iten
Long=term Debt
Common Equity

. Total

b4.48%

ALI/AVG/bg *

Sitizens
[A) (B]
capital? : ,
Sost Rate

35.52% 7.95% = 7.95%

- 14.00% -~ 15.00%

(€l

Weighted Cost
(Al*(B]

2.82% - 2.82%
—2.03% - 9,67%

11.85% 12.50%

100.00%
| Branch
(A] | e
capital | -
~Ratio Lost _Rata
8.52%
11.75%

Weighted Cost
FATI*IBT
3.83%
~£.46%

As is evident from Table 9, citizens and Branch recommend

. Qifferent equity ratios, cost of debt, and ROE. Following is a
discussion of each component.

Capital Structure

Citizens’ proposed capital structure for the two test
years is based on its actual consolidated equity ratic as of
December 1988. Branch believes that since Citizens’ consolidated
equity ratio reflects the overall company capitalization (which
includes Citizens’ telecommunications and energy operations), it is
too high in compar;son.to a typical water utility. Therefore, for
ratemaking purposes, Branch recommends an imputed capmtal structure -
of 55% equity and 45% debt which is more in line with california

iLen-

Long~term Debt
Common Equity

45.00%
55.00%

Total 100.00%

2 During the hearings Citizens rounded its equity ratzo*to sy

debt and 65% @ guity, with cost rates of 7.5% and 14%, respectively,
for a total weighted average cost of. 11-73*.‘7
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Class “A” water utilities. Citizens is opposed to the use of an
imputed capital structure. '

In developing its proposed cap;tal structure, Branch
examined Citizens’ capitalization against the capitalization of a
group of California Class "A” water utilities and a comparable
group of regional water utilities listed in C.A. Turner’s Utility
Report of July 1989. Branch then used a computer model to develop
its proposed capital structure which is based on projecte¢ balance
of Citizens’ business and financial risks.

Business risk is associated with the dependability of
revenues based on tha stability of the customer base and level of
technological changes. Branch believes that water utilities face
more stable and reliable revenue streams than other types of
utilities because water utilities use a renewable resource, face
minimal threat of bypass, and are allowed to: earn a return on
construction work in progress. , n

Financial risk is associated with the proportional level
. 0f debt to capital. Financial risk increases as the level of debt
increases. This is because as the level of debt increases, the
utility’s contractual fixed cbligation to make interest payments
increases and the cost of marginal debt issues increase.
Telecommunications and energy utilitieésattempt to offset their
higher business risk by reducing their financial risk by
maintaining higher equity ratios.

Debt financing is less expensive than equity financing
because interest payments on debt are qancraily less than returns
paid to common stockholders and because interest paynents are tax
deductible while returns on common equity are not. The tax savings
generated by interest expense directly benefits ratepayers through
a proportional reduction of revenue requirement neads. Therefore,
Branch maintains that if Citizens’ proposed capital ratio is

adOptad ratopayars.will havc to—pay excassivc costs-
I
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L)

Branch points out that Citizens is classified as a
telecommunications utility by Value Line rating service.
Therefore, according to Branch, Citizens’ capital structure though
appropriate for a telecommunications utility is not appropriate for
a water utility. Branch opines that when Citizens applies its
consolidated equity ratio to its California water operations, it is
in fact imputing a hypothetical capital structure.

Citizens contends that Branch’s use of 2 hypothetical
capital structure is an unjustified departure from sound policy
previously enunciated by the Commission and is based on faulty
logic and a distorted view of the avidence. C(Citizens contends that
the Commission has never adopted the large debt imputation
recommended by Branch. In support of contantion Citizens cites
D. 92604, where we declined to impute a capitalization structure for
California Water Service Company:

#But this applicant has an excellent record of
service and a reputation for responsible
management behind it. Where, as here, the
applicant 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 comparable regional water
uwtilities, we will not intervena, absent
exigent circumstances not present here, to
induce- the utility by the drastic device of
;mputatian.tc substitute Staff’s judgment for

ts own.”

Citizens maintains that the evidence in these proceedings
supports the Commission’s above=-cited policy of eschewing
hypothetical capital structure for the water districts.

According to Citizens, imputing a substantial amount of
nonexistent debt would effectively prevent it from earning whatevar
rate of ROE israuthorized;by~the.Commi;Sion. Citizens opines that

the unfairness of Branch'supropbaal,isnavidan: whoh_one“considers-
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the fact that Citizens will have to convert a large amount of
equity into debt very quickly in order to earn the authorized rate
of return. ‘ ‘ ‘

' In addition, Citizens offers the following reasons to
establish the reasonableness of its proposed capital structure.

1. Citizens’ ~YAAA¥ ratings are attributable
primarily to its telephone and energy
operations which provide a benefit to. water
ratepayers by lowering the cost of debt
financing.

citizens’ recuested embedded cost of debt
(7.50%) and Branch’s computed cost of debt
(8.52%) are substantially less than the
average cost of debt (9.97%) for other
Class “A* water companies.

The average debt ratio for California Class
#A¥ water companies was 39.17% for the
period ending December 31, 1988 and debt
ratios have been trending down.
Finally,'CitizenSsmaintains-that if the Commission wishes
to impute numbers, then it should not stop at the equity ratio as
Branch did. It should' impute other numbers (i.e. debt costs and

[
ROE). which would be more appropriate for Citizens” Cali:ornin water

operations.
DRiscussion

Citizens’ diversification into three regqulated industries
(talecommunications, energy, and water) makes it difficult for
Citizens to devaelop a capital structure that is ideal for all three
industries. .

An increasing number of services in the
telecommunications and energy industries are being derequlated.
This trend towards deregulation has encouraged competition and
consequaently hns.increased the business risks for
-elecommunications and enargy*utilitios. Utilities«have'tried to
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offset this increase in their business risk by reducing their
financial risk by maintaining higher equity ratios.

Water utilities do not face the business risks associated
with deregulaticn. In addition,. water utilities enjoy a stable
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 utilities.
Accoxdingly, water utilities’ customers should not be required to
finance higher equity ratios which are reflected in the capital
structure of diversified. talecommnnicat;ons 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% long-term debt, and 3. lzt'prerérrad stock. In comparison,
Citizens has a 65.5% common equity ratioc and a 34.5% long-term debt
ratio. Citizens does not utilize preferred stock, as part of its
capital structurs blend, unlike some of the California water
utilities. Overall, Citizens’ common equity ratio of 65.5% is 7.8%
percentage points higher than the 57.7% ratio for the California
Clasa ~“A~ utilities. Also Citizens’ equity ratio far exceeds the
average equity ratio of 44% for comparable group of regional water
utilities included in C.A. Turmer’s Utility Report of July 1989.
Therefora, Citizens’ equity ratio is not appropriate for iﬁq
California water operations. If rates are set based on Citizens’
high equity ratio it would require citizens”’ water customers to pay
excassive rates.

Turning to Branch’s proposed capital structura of 55%
equity and 45% debt, we believe that it is more representative of
Citizens’ water operations in California. Based on Standard &
Poor’s rating benchmark in Table 10, Citizens will be able to
maintain its 7AAA¥ if Branch’s recommended capital structure is
used for setting rates in. this proceedipg-- Thero:orc, we- will
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adopt the Branch’s reccmmended equity ratio of 55% equity and 45%

debt. o | '

Table 10

Standard & Poor’s Rating Benchmark Definitions for
Pretax Interest Coverage, Debt Leverage and

“ Dbt Rating Branch Proposal
sxiteria ABA aa Y —For Citizens _

Total Debt/Capital  Less than - \
: 48% 46% - 54%  S2% - 60% 45%

Pretax Int. Coverage More than , 3
3.75x 3xX = 4.25x 2x - 3.25x 3.82x

Net Cash Flow/Capital More than - |
- 7% 53 - 8% 3% - 6% 14.2%

Next, we will address Citizens’ claim that the Commission
has not adopted such high imputed debt ratio for ratemaking
purposes. Contrary to Citizens’ claims, the Commission has adopted
an imputed capital ratio for Caliiorﬁia Water Service Company in
D.89-04-005. And more recently, in D.§9-09-048 the Commission has
adopted comparably higher imputed debt ratio- for San Gabriel Valley
Water Company. Therefore, adoption of an imputed capital structure
will not ke contrary to the Commission’s policy.

Turning to Citizens’” claim that with higher equity ratios
debt financing becomes cheaper, we note that there are limits to
this bhenefit. First, lower cost financing affects the cost of new
. debt issues only. Also, Citizens already enjoys a high “AMA*
rating from Standard & Poor. Therefora, we believe that Citﬁzens'

3 Based on Branch’s recommended and adopted rate of return on
Oquity Of 11075*. : : , !

\
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California water operations will not benefit rrom its. proposed high
equity ratio. e

Finally, we will consider Citizens’ contention that if
the Commission uses a hypothetical capital ratio, it should impute
other numbers (i.e debt cost and ROE). which would be representative
of Citizens’ California water cperations. As will be evident from
the discussion on the issues of long-term debt amd ROE, the adopted
rates for long-term debt and ROE are representative of Citizens'
California water operat;pns. We find the adopted capital structure
of 55% equity and 45% debt is reasonable.
long-texrm Debt '

Citizens’ and Branch’s proposed costs of long-term debt
are 7.95% and 8.52%, respectively.

Citizens used the average of its,recorded consolidated .
long-term debt as of December 31, 1988 and its projected cost of
consolidated long-term debt as of Dacember 31, 1989.

Since Branch uses a hypothetical capital structure for
ratemaking purposes, its cost of long=-term debt was developed to be
representative of Citizens’ California water operations. Branch
determined its cost of long-term debt by separating the specific
debt associated with Citizens’ out-of-state utility operations.
According to Branch’s estimate approximately 57% of the long-term
debt outstanding is associated with Citizens' out-of-state utility
operations. Branch contends the ramaininq debt classified as
“company nonspecific debt” is the portion o: deht representative of
Citizens’ California operations.-

According to Branch, in the absence of more prccise data,
it would be appropriate for ratemakmng purposes-to use the cost of
citizens’ nonspecific long-term debt: ln.Branch'S»proposed imputed
capital structure.

Branch’s mothod of iaolating debt costs for citizens’
California water operations, though not. prec;sa, is the best.
available cstimato based on: thc availablo data. Sinco Branch
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proposes to use the best availabla approximation of the cost of
debt for Citizens’ California water operations, its proposed cost.
of debt will be appropriate for use in the adopted hypothetical
capital structure. Therefore, we will use 8.52% as the cost of
long-term debt for Citizens’ California water operations.
Return_on Common Equity (ROE)

This is the most difficult component of the rata of
return equation to evaluate. Citizens is requesting an ROE of
14% - 15% for 1989 and 1990; while Branch recommends 11.75% as the
proper reoturn for the two- years. Both citizansiand Branch support
their recommendations by use of two market based financial models,
the discounted’' cash flow (DCF) model and risk premium (RP) model.
These financial models provide a range for ROE. .

Branch applied its DCP and RP analysis to a group of
investor-owned water utilities (the Group) which have similar
investment risk as Citizens’ California water operations and for
vhich market data was readily available. Branch contends that the
only market data available for Citizens was for its combined
operations which inelude telecommunications and: ‘energy operations.
Branch believes that market data for Citizens’ combined operations
cannot be used to assaess the business risk for its water
operations.

Citizens strongly-disagrces with Branch’s assertion that
Citizens’ market data for combined oparations is not valid for its
California watar cperaticns. citiznnsfassorts_that Citizens is the
sole source of financing for its water opérationsrand the cost of
capital for Citizens is the actual cost of capital for its
California water operations.

Branch and citiz.ns,disagreo regard;nq cartain inputs <o
their DCF and RP models.

Citizens also faults Branch’s analysis for failing to
recognize the particular risks faced by~c1tizenm' water operations
inYCa;ifornia. citizens contondl that it will hn requirnd to make
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large investments for its water operations to coamply with the new
health standards for domestic water supply. In addition, Citizens .
faces additional regulatory risk associated with disallowance of
approximately $300, 000% of plant for Francis.

DRiscussion :

Both Branch and Citizens relied on financial models in
arriving at their recommendations. Wa believe that the results of
various financial models are good starting points as well as
analytical quides for establishing ROE and that the actual
deternmination of a reasonable ROE should be tempéred by judgment
and examination of particular circumstances surrounding the
utilicy. '

Because these models are used only to establish a range
for ROE, we do not repeat the detailed descriptions of each model
contained in this record. Additionally, both parties have advanced
arguments in supporxt of their analyses and a criticism of the input
agsumptions used by the other party. These arguments are not
addressad in this decision, given our assessment that they do not
alter the model results. These models pzovidd'a reasonable range
from which to chocse, and we will usa then as a quidepost in
selecting Citizens’ ROE. In the rinal analysisﬂ it is the
application of judgment, not the praclsion ot tnasa models, which
is the key to our decision.

While wa are not addressing the: argummnts in support of
the analyses made by each party, we'think it is important to
address Citizens’ concerns regarding Branch’s use of the Group for
its analysis. We believe that since we are adopting a hypothetical
capxtal structure which is represantativa of. citizans' california
: water operations, lt is approprmata to use the Group :or makinq the

4  This disallowance is explained later undex thc discussion of
Francis' rosults of oporatxons. . ‘

o
;
|
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DCF and RP analysis. Branch’s recommendation for all elements of
cost of capital (capital structure, cost of debt, and ROE) are
intended to represent c1tizens' California water operations. To
this extent, Branch’s use of the Group inAmaking its DCF and RP
analysis is consistent with its premisc and, therezorc, is
reasonable.

Returning to the question of applying ﬂudgnent, we must
assess Citizens’ arguments that it faces increasad risk during the
period covered by these proceedings. We rccogni#e that Citizens
may experience additional risk due to more stringent water quality
standaxds. We also recognize the risk associated with the ‘
possibility of the plant disallowance for Francis. But we doubt
whether these kinds of risks make Citizens’ water operations as
risky as its telecommunications. and energy operations. We also
doubt if thaese risks justify an increase in the ROE. Since we are
imputing a capital structure and cost of long-term debt which are
representative of Citizens’ California water ope:ations, citizens’
risks will also be similar to those of a water utility.

‘Branch’s proposed ROE would provide Citizens a pretax
interast coverage of 3.82x (see Table 10). This coverage with
Citizens’ adcpted debt leverage of 45% would easily qualify it for

a YAAA* rating according to the benchmark de:inition used by
Standard & Poor.

While we recogniza that interest covaraga and debt
laverage are not the only indicators used by rating agencies when
assigning bond rating, an ROE of 11.75% would certainly improve
citizens’ chances of maintaining its ~AAA~ ratinc. After reviewing
all the evidence regarding Citizens’ risk and its: need for capital
improvements we believe that an ROE of 11.75% is just and
reasonable for Citizens for the years 1989 and 1990. It will
enable Citizens to raise the necessary capital to finance its
i constructxon plan in these years.. This adopted ROE produces an
overall rate of return of 10.29% foxr 1989 ganLS?o. Tablo 11 shows

. R

-
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‘the adopted capital ratio, cost zactbrs, and‘waiéhtod‘cost for 1989
‘and.1990. o o

:Table 11

» Capital Cbst‘i_ Waighted

conponant —Ratios . Eagctor:. _Cost _

Long-term Debt 45.00t -~ x 8.52% = = 3.82%

Common Equity - 58,90 x 11.7% @ = _6.,46
100.00% 10.29%

5 to District - Salari 1 W

Citizens proposes to add one more employee than Branch
believes to be reasconable for the test year 1990 in the. Sacramento
District. Citizens contends that it needs, the new employee to
compensate for customer growth and the increase in workload
axpected as result of new water quality requirements imposed by
DHS. According to Citizens, the need for this neaw position is made
more critical by the fact that the growth in the Sacramento
District is taking place at distant ends of the system requiring
longer travel by service employees. ¢itizens opines that the need
for the new employee is justified by the fact that traftic
congestion in the Sacramento area increases the ﬁxavel time for
service employees. -

Branch’s reccommendation against this new employee
position is based upon a comparison of 1988 and 1990 ratios of
customers per aemployee man-hour available. Branch contends that
even with one less employee, its estimated 1590 customer per
employee man~hour ratio is lower than the ratio for 1988. Branch
believes that the decrease in customers per emplc&ee man-hour ratio
resulted from the hiring of two new qmployeesuin}1989-and“that'an
additional employee is not needed for 1990. qunbh!contends-thatf

‘A
4
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the impact of new water quality standards on manpower requirements
is unkmown and thus does not justify thé?new‘position. T
DRiscussion

citizens correctly.states that the growth in its
Sacramento system is taking place at the distant ends of the
system. However, the growth to which Citizens alludes relates to
f£lat rate customer connections. Flat rate customers do not have
meters which are to be read, repaired, or maintained and thus will
- not require visits by service employees. In fact, this is true for
most of the customers in the Sacramento District because
approximataly 88% of the thenm are on flat rates. Therefore, the
need for the new employee is not justitied on tba basis of customer
growth or traffic congestion.

' Next, we will consider citizens' clain that the new
employee will be needed to meet the new water quality requirements
of the DHS. The precise nature of system improvements to meet the
DHS’ 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 operations and maintenance expenses.
Therefore, tha Citizens’ claim for the new emploYee on this basis
is not justified for test year 1990.

Since Citizens has not justified the need for the new
employea, we will not allow the inclusion of the cost of the
employee in test year 1990 aestimates.

Result ¢ . . : i

D.82-07-014 in Francis’ last general rate case .
application (A.60303) authorized an interim general rate increase.
It also ordered further haarings to allow Francis an opportunity to
justify the inclusion of $299,100 worth.oz plant improvements in
its rate base.

In accordance with the interim ordexr, further hearings in
A.60303 commenced on August 3, 1983. The hearings were interrupted
and postponed so that partioqfcouldﬁmorojotzéctiﬁoIY"participata in
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the investigation on the Commission’s own motion (OII 83-11-09)
into Citizens’ practices regarding the transfer of real property
rights and management of its wataershed resources.

Hearings in A.60303 had not resumed when Francis filed
this general rate increase application (A.89-03-031) and the rate
base issue was still unresoclved. Therefore, on hpril 26, 1989, the
Commission issued D.89-04=061 closing A.60303 and directing parties
to resolve the rate base issue in A.89-03=-031.

As directed by the Commission, the rate base issue will
be resclved in this proceeding. However, since parties had
requested additional time to prepare their testimony, further
hearings were held in Ferndale on September 19, 1989 to address the
issue. During the September hearings, parties also addressed other
disputed issues regarding Francis’ results of operations shown in
Tables 7 and 8. Because of the limited time available since the
completion of the September hearings, the issues addressed during
the hearings will be resolved in a separate order.

As to authorizing Francis an interim rate increase in
this proceeding, Francis and Branch have agraed ‘that Francis be
authorized an interim rate increase based on Branch’s estimate of
the results of operations for 1989 and 1990 which excludes the
disputed expense and rate base items. Francis’ AdOptad summary of
earnings reflects this agreement.

Rate Desiqn

' There is no disagreement bhetween Citizens or Francis and
Branch raegarding rate design. Branch recommends that the adopted
general metered service rates incorporate the following guidelines:

1. Eliminate the lifeline consumption block
and have a single quantity rate for all
water used. ‘

Service charges be set to recover no moxre
than 50% of the metered customers’ share of
adopted fixed costs in the test years.
(Fixed costs ara gross revenue at adopted
rates less purchased power, purchased
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water, chemicals, income taxes,
uncollectibles, and any other costs which
vary with water usage).

Final rates should not cause any customer
bill to go up more than twice the adopted

system average increase.
Branch also recommends that the rates in the Private Fire

Protection Service Schedule be: increased by the adopted system
average increase.

Following is a brio: description of rata design for each
sexrvice area:

Felton District

Citizens proposes to recover app:ox;matoly 41% of its
fixed costs through service charga.

‘ Branch believes that Citizens’ proposed’rate design is in
accordance with the recommended guidelines.

Sacranento District .

Approximately 90% of Sacramento District customers are on
flat rate service schedule. Citizens proposes tc increase the flat
rate service rates by the adopted system average increase for the
tast years.

Citizens proposes to recover approximately 35% of metered
customers’ fixed costs through service charge.

Branch believes that Citizens’ proposed rate design is in
accordance with the recommended guidelinaes.

Suernaville pistrict

Citizens proposaes to recover approximately 74% of its
fixed costs through service charge. Although the: proposed service
charge exceeds Branch’s recommended guidelines, Hranch agrees with
Citizens’ proposal for the rollowinq reason:

The Guernevillae District’s service arez is a semirural
resort where a significant number of customers dc¢ not reside for
the full year. Consequently, the average water uso per customer
per month is approximatcly 700 cubic root, which is low but not
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unusual for a system with part-time customers. IBranch believes
that if the district is not allowed to recover nére than 50% of its
fixed costs through service charge, the full-time customers in the
district would end up subsidizing the part-time customers.
Therefore, Branch recommends that Citizens be allowed to recover
74% of its fixed costs through service charge in the Guerneville
District. |

While Branch does not oppose Citizens’ proposal for
recovering 74% of the fixed cost through the service charge, it
opposed to certain special conditions of tariff Schedule No. GU-1A.
Schedule GU=-1A requires new customers to pay their annual service
charge in advance in one lump sum. Special Condition No. 4 of
Schedule GU-1A exempts Citizens zrom-rerundingxahy portion of this
initial payment to a customer who terminates service within ten

.months after first receiving service. Citizens does not make the

refund even when another customer is subsequently served and pays
for service at the same location before the previous. customer’s
year is up. Branch believes that even though this practice does
not violate Citizens’ tariff rules, it is unfair because it allows
Citizens to collect more than once for the same sarvice.

Therefore, Branch recommends that Special Condition No. 4 should be

ravised 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.
annual service charge period.

2. Under no circumstances should the utility

receive payment for the same service more
than once.

Finally, Branch believes that for thoss new customers who
may have difficulty in making the entire annual service charge

pPayment in onc 1ump~sun, citizons.should acccpt payments in
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Francis :

Francis proposes to recover 34% of its fixed costs
through service charges.

Branch believes that Francis’ proposed rate design
follows the recommended guidelines.

Discyssion

Since Citizens has agreed with Branchk’s rate design
recommendations and Branch’s recommendations fcllow the
Commission’s policy regarding rate design, we will adopt Branch’s
recommendations..

As to Branch’s recommendation to allcw new customers to
pay the annual service charge in installments, we note that Branch
does specify the number of payments to be made. We believe that it
would be reasonable to allow new customers to pay the annual
service charge in four equal payments made every three months.

S ice Probl in G {l1le District

During the PPHs in Felton, Ferndale, and Guerneville,
'numorous customers exprasued dissatisfaction with Citizens. While
most speakers in Ferndale and Felton complained‘about the high .
water rates and their inability 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 letters in expressing dissatisfaction with
Citizens’ service and rates.

Further, customers in Guernmeville District conducted a
survey of approximately 600 customers through a questionnaire. 7The
responses to the questionnaire expressed an overwhelming
dissatisfaction with the service and quality of water provided by
Citizens. The problems expressed by customers.related to thc taste
and appearance of the water and damage to clothing and plumbing

from the deposits in the water. Approximately 70& of the customers
suxveyed have to obtain bottled dr;nking watard

Co
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Because of the service problems mentioned above,
Sweetwater recommends that Citizens’ authorized rate of return for
the Guerneville District be lower than that otherwise found to be
appropriate. Sweetwater and DHS. also- nake specztic recommendations
regarding renedy;ng the service problens in the uuerneville
District. ‘

All recommendations regarding. service problems are
addressed in the discussion of ~“plant Addition” for the Guerneville
District which follows. ‘

Recormendations by DHS and Sweetwater re

DHS is concerned that Citizenslmay be authorized a rate
increase while deficiencies in the Guernaeville Listrict that pose a
health hazard may be uncorrected. Therefore, DES recommends that
Citizens be ordared to submit a master plan to ke approved by DHS.
© and the Commission which details deficiencies in the system and
establishes the method and order of correcting the deficiencies.

According to DHS, its request for a master plan dces not
imply any restriction on Citizens’ ability to make energency
repairs or improvements to the system. DHS maintains that its
concern is to see that the health deficiencies are corrected.

Branch supports DHS’ recommendation.

Sweetwater not only supports DHS’ recommendation, it
recommends that Citizens’ proposed plant additions for 1989 and
1990 be excluded from rate base. Sweetwater contends that Citizens
had undertaken plant modifications without any comprehensive
engineering study or plan which might justify the modifications.
Sweetwater believes that DHS’ requested master plan will require
Citizens to make future modifications in accord&nca with an
approved plan.

Sweetwater also takes issue with Branuh’s analysis of
Citizens’ estimated plant additions of $227, ooo for 1989 and .

5194 000 for 1990. Branch chockad tho roasonableness-ot citizens’
’ ' l ,

!
i
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estinated plant additions by applying the linear regression
analysis, with appropriate inflation factor, to the last five years
of recorded plant additions. Sweetwater maintains that Branch’s
mathod is flawed in its failure to recognize that the 1986 plant
addition figure of $216,000 represents, in large measure, a one-
time extraordinary main replacement cost incurred due to a once~in-
a-caentury rainstorm. Sweetwater contends that if the 1986 data
point had bheen properly adjusted to discount for the extraordinary
plant addition cost, Branch‘’s linear regression analysis would have
provided a different conclusion regarding the reasonableness of
Citizens’ estimated plant additions. Therefore, Sweetwater insists
that Citizens has failed to justify its plant additions, and the
Comnission must exclude those from Citizens’ rate base.

while Citizens does not oppose DHS’ recommendation
regarding a master plan, it doaes have cextain reservations about
it. Citizens believes that such an order should be applicable to
deferrable projects and should not restrain Citizens’ ability to
deal with emergencies and to undertake necessary improvements.

Citizens beliaves that Sweatwater’s recommendation
regarding exclusion of plant additions rram-rate'base are without
marit. Citizens contands that Sweetwater’s recommendations were
made by a lay witness who is not equipped to evaluate Citizens’
main replacement program. Citizens maintains that its witness
D’Addio clearly explained that the district’s main replacement
progran over the past several yvears has focusad on severs leaks and
has not required an angineering master plan. .

It is evident from the testimony provided at the PPHs and
the- evidentiary hearings that the Guernaville District has serious
sexrvice problems. Citizens needs to take prompt action to rexedy
the problems in the district.

We believe that cugtomers are entitled to water which
meets tha generally acceptable standards of tasta, smoll, and
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appearance, is safe to drink, and does not bharm clothes and
plumbing. DHS’ proposed master plan will be a significant 'step '’
towards achieving that goal. Therefore, wa will require Citizens
to submit a report conéaining‘its short-term and long-term plans to
improve the water service in the Guerneville District. The plans
should list the‘proposad improvements in order of priority and
should include a schedule as well as a cost estimatae for making the
improvements. Citizens should submit its report containing the
plans within 120 days of the effective date of this order and
should provide a copy of this report to Sweetwater and DHS. Branch
should prepare a response to the report, after consultation with
DHS, within 90 days of its issuance. Sweetwater and DHS may also
file their response to the report within 90. days of its issuance.
Upon completion of the report Citizens should notify each customer
in the Guernevilla District, through bill inserts, that the report
will be made available to individual customers upon request. We
will schedule further hearings to.consider the propesals contained
in Citizens’ report and the responses. Since thu proposals made in
Citizens’ repoxt will have an impact on the- Guernev;lle District
revenue requirements, we will defer the rate revision for the
Guerneville District (A.89-03-030) until the hearings are conpleted
and the Commission issuas a decision. The proc-mding in A.89-03~-
030 will remain open to receive further evidence regarding service
problems in the district.

Turming to the question of the impact on,Citizens'
earnings resulting from deferring the rate increase for the
Guerneville District, we note that by its own estimation Citizens,
at current rates, will achieve rates of return of 2.40% and 0.84%
thh net ravenues of $64,000 and $23,300 (Tablas 5 and 6) for 1989
and 1990, respectively. It is clear that even ir the rate increase
for the Guernaville District is de:arred Citizans will continuc to
earn a positive: rata oL roturn.

.
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Having deferred the rate increase for the Guerneville
District until the service problems are addressed, we believe we
have adequately addressed all concerns raised byfsweetwater and
DHS. | |

As directed by the Commission, Branch prepared its report
on the rates and charges of the Montara District. (Exhibit 29).
Based on its analysis of results of operations, Branch has
concluded that Citizens is not earning a rate of return in excess
of the last authorized rate of return for the Montara District.
Branch recommends that rates for the Montara District need not be
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 adjustment for the district.

As to the disputed issues regarding Branch’s. results of
operations, Citizens and Branch believe that the issues.should be
addressed in the Montara District’s next general rate case.

We believe that since no rate adjustment is involved, consideration
of other issues in the district’s next general rate case will not
jecpardize ratepayers"interest. Therefore, we will not address
the issues in this decision. |

Iining of Rate. changes ‘

The decision in these proceedings is not expaected until
at least October 1989. Consequently, Citizens’ and Francis’ rate:
of raturn for the 12-month periocd ending Septambar 30, 1989 will
not exceed the authorized rate of return in this‘decision.
Theraefore, to simplify inplementation of 1990 rates shortly after
1989 rates become effectivc, Citizens and Francis request a waiver
from the requirement to demonstrate the need for the step increase
in 1990. Branch agrees with the request. _Branch also agrees that
Citizens and Francis may file one advice letter for both increases.

The approach proposed by citizens and Francis will reduce
the expected rate. shock,becausc thc rato incraasc ‘Lox 1989, which

|
‘
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is significantly higher tban the rate increase for 1990, will go
into effect during the low use months of November and December.
Also, the additional increase for 1990 will go into effect during
the low use month of January. We will adopt the proposed method of
implementing the rate changes.. :

The ALY’s proposed decision was f£iled and mailed to the
parties on September 25, 1989. Citizens filed cémments on the
proposad decision. Branch and Sweetwatar filed replies to
Citizens’ comments. After reviewing the comments and replies to
comments, we have corrected the clerical and taechnical errors in
the ALT’s proposed decision. Other than.correcting the errors, no
changes to- the ALT’S proposed decision are made.

1. On February 8, 1989, the Commission instituted an
investigation on its motion into rates and chargas of citizens’
Montara District.

2. On March 21, 1989, Citizens filed applications requesting
rate increass for watar service in its Felton, Sacramento, and
Guerneville Districts. Also, on March 21, 1989, Francis filed an
application requesting rate increase for water saervica.

3. Citizens’ and Francis’ applications were consolidated
with the Montara District’s investigation.

4. TFrancis is a wholly owned subsidiary of Citizens’ parent
Citizens Utilities Company. :

5. Citizens’ and Francis’ cost of capital is the same for
ratemaking purposes in this proceeding.

6. Citizens proposes a capital structure with 64.48% equity
and 35.52% debt.

7. Citizens’ proposed capital structure is based on its
parant's actual consolidated equity ratio. .

8. Branch proposes an imputed capital structura of 55%

. equity and 45% debt for ratemakinq purposes.

. .
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9. Branch’s proposed capital structure closely approximates
., the capital structure of California Class “A~ water utilities and
is representative of Citizens’ California water cperations..

10. Citizens is classified as a telecomnunications utility by
Value Line rating service.

11. Citizens’ consolidated equity ratio though appropriate
for a telecomnunicationsAutility is not appropriate for a water
utility. ' | .

12. Based on Standard & Poor’s rating benchmark, Citizens
will be able to maintain its “AAA” rating if Branch’s proposed
capital structure is adopted for ratemaking purposes.

13. citizens and Branch propose long-term debt costs of 7.95%
and 8.52%, respectively.

14. Citizens’ proposad cost or long-term debt reflects its
consolidated long-term debt cost.

15. cCitizens proposes to use its consolidated long-term debt
cost for its California water operations. :

16. Branch’s proposed cost of long~term debt is the best
available approximation of the long-term debt coét-associated-with

Citizens’ Calirornia water. operations.
. 17. Citizens requests an ROE of between 14% and 15% for 1989
and 1990. |

18. Branch recommends an ROE of 11.75% for 1989 and 1990.

19. Water utilities do not face the same business xisk as
telecomnunications and enerxgy utilities.

20. An ROE of 11.75% would provide Citizenu a pretax interest
coverage of 3.82x. o

21. A pretax interest coverage of 3.82x combined with 45%
debt will qualify Citizens a YAAA rating according to the
benchnark definition used by Standard & Poor for water utilities.

22. An ROE of 11.75% will adaquately cover: citizana' risks
and would improvc Ccitizens’ cnancas ot maintaining its-'AAAFI'
rating. ~
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23. An ROE of 11.75% will produce an overall rate of return
of 10.29% for 1989 and 1990. r
24, ¢€itizens proposes to add one more enployee than Branch

believes to be reasonable for test year 1990 in the Sacramento .
District.

25. Citizens requests the new employee to compensate for
customer greowth and the increase in worklocad experted as a result
of new water quality requirements imposaed by DHS.

26. Citizens’ projected customer growth will be for flat ratae
service connections.

27. Flat rate customers do not require visits by service
employees as the metered customers 4o.

28. DHS’ new water quality requirements are likely to
increase Citizens’ capital expenditure, not its operating expenses.

29. Citizens has not justizied the need for the new employee
in test year 1990.

30. Branch believes that Citizens’ proposed rate design is in
accordance with the Commission’s. recommanded gquidelines.

31. Branch recommends thatISpecial Condition No. 4 of tariff

Schedule No. GU=-1A for the Guerneville District should be revised
80 that'

There is no time limit in which a customer
may receive a refund if he/she terminates
sexvice and another customer pays for and
is subsequently served at the same location
for the remainder of the initial customer’s
annual service charge‘period.

Under no circumstances should the utility
receive paymaent for the sane service more

than oncea. ,
32. Branch recommends thaﬁ new customers in the Guerneville

District should be allowed to pay their annual sorvice charge in
installments. : o
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33. It would be appropriate to allow new customers to pay
their annual service charge in four equal installments pald every '
three months.

34. Citizens agrees with Branch’s rate desigﬁ
recompendations. ‘ _

35. The Guerneville District has serious service probleas.

36. Citizens has not taken the necessary steps to address the
service problems in the Guerneville District.

37. There is an immediate need to address tho service
problens in the Guerneville District.

38. DHS requests that Citizens be ordered to provide a master
plan approved by the Commission and DHS before making any systenm
improvements in the Guernaville District.

39. The master plan for system improvements proposed by DHS
and its implementation is a necessary step to correct the service
problems in the Guermeville District.

40. The steps needed to implement the master plan will have

an impact on the Guerneville District’s revenue requirement.
41. Even if the rate revision is deferred at this tinme,
~ Citizens will continue to have a positive net revenue and rate of
return in 1989 and 1990 for the Guefﬁeville‘District;-‘

42. In I.89-02~011, Branch recommends no rate adjustment for
the Montara District. '

43. Branch and Citizens agree that all ratemaking issues
pertaining to the Montara District should be addressed in the
district’s next genaral rate case.
sonclusions of Law :

1. Branch’s proposed capital structure consisting of 55%
equity and 45% debkt is reasonable and shculd be adopted for
ratemaklng purposes. \///
2. A cost of 8.52% for Citizens’ long-tarm debt is
raasonable and should be adoptad. ‘
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3. An ROE of 11.75% is just and reasonable for Citizens for
1989’ and 1990.

4. Citizens should be required to rile a master plan for
system improvements in the Guerneville District.

$. Further evi&entiary hearings should be held to address
the service problem in the Guermeville District and the rate
revision for the District should be deferred until the hearings are
completed and the Commission issues a decision.

6. The Guerneville District’s tariff Schedule No. GU-1A
- should be modified in accordance with Findings of Fact 31 and 32
when ‘the district’s rates are. revised.

7. The applications should be granted to the extent provided
by the following order.

‘ 8. Because of Citizens’ and Francis' immediate need for rate

relief, this order should be made effective today.

9. Rates in the Montara District should not be revised.

IT IS ORDERED that:

1. Citizens Utilities Company of California (Citizens) is
authorized to file revised tariff schedules for its Felton and
Sacramento Districts attached to this decision as Appendix A and:
the step increase for 1990 included in‘Appendix B. These filings
shall comply with General Order (GO) 96. The effective date of the
ravised schedule in Appendix A shall be S5 days after the date of
filing. The effective date of the step increase included in
Appendix B shall be January 1, 1990.

2. Francis Land and Water Company is authorized to file
revised tariff schedules attached to this decision as Appendix A
and the step increase for 1990, included in Appendix B. This filing
shall comply with GO 96. The effective date of the ravised
schodulc in Appcndix:A shall be 5~days after the date ot zilinq.
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The effective date of the step increase included 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
including a naster plan for improving 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 (DHS), and the Sweetwater Springs Water District
(Sweetwater) .

4. Branch shall review Citizens’ report on the Guerneville
District and, after consultation with DHS, file its response with
the Commission’s Docket 0ffice to the report no later than 90 days
after the report is made available.

5. DHS and Sweetwater may file their comments with the
Commission’s Docket Office on the report no later than 90 days
atter the report is made available.

6. Citizens shall noti£y~ea¢h customer, through bill
inserts, that the report on the Guerneville Distrxct will be
available upon request.

7. TFurther hearing on Guerneville District’s sarvice
problems will be held after Citizens’ report and Branch’s response
are made available.

8. The rate revision for the Guernevmlle District shall he
deferred until further Commission oxder following the hearings on
the district’s service problaem.

_ 9. The Guernaville District’s ta:i:: Schedule No. GU~1A
‘shall be modified in accordance with Findings of Fact 31 and 32
when the district’s rates are revised.

" 20. Rates in Citizens’ Montara District will not ba revised.

S
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11. The proceedings in A.89-03~028, A.89~03~029, and
1.85-02-011 are closed. The pProceedings in A.89-03=020 and
A.89-03~031 shall remain open for further evidence.

This order is effective today.

Datad __ NGV ? 1989 a.t Sm Francisco, California.

G. MITCHELL WILK

FREDERICK & DUDA
STANLEY W. HULETT
JOHN B. OHANIAN .’
PATRICIA M. ECKERT
Commissioners:

'\ \-’ Sl -..,',

! csmw;n—w TS DECISION
WAS APPROVED. Y. THE ABOVE
COMIRISSIONERS: TODAY: -

WESLEY FRANKLIN,/ Acting Executive Director

5
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Citizens Utilitiesﬁéompany of California
Felton District

Fel rarifs
Schedule No. FE-1
. ,
ARPLICABILITY
Applicable'to~a11 m.tor¢d1wat¢r'sorvice,
IERRITORY . |
Felton and vicinity, Santa Cruz County.

Per‘neter'

Rex Month

Quantity Rates:
. For all watar delivered, per 100 cu.ft. $ 1.610

(3
. -

For 5/8 x 3/4=inch MELRY cvevvervrcereeer & 9.45
FOI 3/4"111& meter Sressnssvessbey 13-50
For l~inch meter ..cccvvececves. 18.90
For 1l 1/2~inch mOLOY cvevvevrenceers 32.40
For 2-inch moter srserrevesernen 5‘1030
For 3-inCh MELBY cecevevsvecscns 97.25
For 4~inch meter ....c.cececesee. 132.30

The Service Charge is a readiness-to-serve charge
which is applicable to all metered service and to

which is added the quantity charge computaed at the
quantity rates. -

Service Reestaklishment Charae:
For each reestablishmant of water service .... $ 4.10

l. The service reestablishment charge is in addition to the
charges calculated in accordance with this schedule and
will be made each time an account is reopened for a
customer at the time water service is to be restored after

-

- discontinuance at that customer’s request.

(Continued)
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"citizens UtiliﬁiQS»cOmpan of California
Felton District
5ch9dule No. FE=-4
Felton Tariff Area
PRIVATE FIRE PROTECTION SERVICE
W . | I -

Agglicable to all water service furnished to privataely owned
fire protection systems. o

-

TERRITORY

Felton and vicinity, Santa Cruz County. |
RATES Per Month
For each 4-inch diameter service connection $ 12.95
For each 6-inch diameter service connection 19.50
For each 8-inch diameter service connection 26.00 l//)

For each l0-inch diameter service connection  52.00
For each 12-inch diameter service connection 73.10

SEECIAL_GONDITIONS

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

The maximumm diameter of the service connection will not be
more than the diameter of the main to which the service is
connectad.

The customer’s installation must be such as to separate
affectively the fire sprinkler system from that of the
custonmer’s reqular water service. As a part of the
sprinkler service installation there shall be a detector
check or other similar device acceptable to the utility
which will indicate the use of water. Any unauthorized use
will be charged for at the reqular established rate for
general metered service, and/or may be grounds for the
utility’s discontinuing the fire sprinkler service without
liability to the uwtility.

There shall be no cross~connaection 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 E ’ : . S .

N

"v(c;nziﬁﬁod)
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Citizens Utilities Company of California
Felton District

Schedule No. FE~6M
Felton Tariff Area
METERED RESALE SERVICE
Applicable to all metered resale service.

TERRITORY .
Felton and vicinity, Santa Cruz County.

RATES L

‘ Per Meter -

‘ : Rex Month
For all water deli%ored, per 100 cu.ft. 51.610'

FOr 5/8 X 3/4=inch MELAYX cevceccccssscss $ 9.45
For 3/4=inch MEtOY .cciccecevenacs 13.50
For l-inCh metar Sssorsrrnverrre 18.90
FOI' l llz-inCh meter seesrrsssOvensrne 32.40
For 2-inch MAtOr ...cceccvveoeaa 51.30
For 4-inCh MOEOY sovecccccss eres L132.30

The Service Charge is a readiness-to-serve charge

which is applicable to all metered service and to

which is added the quantity charge computed at the
quantity rates. :

For each reastaplishnentfo£ watar service .... $ 4.10

(END OF APPENDIX A-1)
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citizens Utilities Company of Califormia
Felton 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‘tovthe‘rate-which;would‘otherwise;be_in
effect on that date. : i a

- ’ ‘ ’ ! B ]
‘ | A=1=9Q
Service charge:

For 5/8 x 3/4=-inch meter .veccenvernee $ 0.30

FO!.' 3/4—inCh meter sroavrbrosvese °v45‘

For . 1-inCh meter L L B K A Y N B A 0065‘

Foxr l 1/2=inch meter ..ccveevenves 1.10

For 2=inch mater .ceeeccececoes 1.75

e For 3-inch meter ...l-".;l.'.".-- 3-30
o For 4~inch meter .......ccceee  4.50

. Quantity Rates: ‘ , .

© For all water delivared, pér,loo cu;:ﬁ;‘ 0.061
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Citizens Utilities:cOmpany of California
Felton 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. ' o R '

tve

SCHEDULE _FE=4
Private Fire Protection Servica:

For each 4-inch diameter service connection $
For each 6=inch diameter service connection
For each 8=inch diameter service connection
For each 10-inch diamater service connection
For each l2-inch diameter service connection.
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Citizens Utilities Company of California
Falton 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. : 3 . C o
| 1:1:22
SCHEDULE, FE=6M |

Service charge:

For 5/8 x 3/4-inch metOr .ccccecvevers $ 0.30
For 3/4=inCh MOLOX .vcvsvecvevans 0.45
FOJ‘.‘ 1-LnCh MELBY ceveccrcvccre 0.65%
FOI’ 1 llz‘inCh mter LA S0 B AN SR N L B A & lolo
FQ!.' 2-inch m.tal' revenrsssennse 1075‘
For - 3=inch MOLOr .eccevecvecaces 3.30
For 4-inCh mt.r LA X U N B 4.-50

. Quantity Rates:

For all water delivered, per 100 cu.ft. 0.061

(END OF APPENDIX B~1)
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Citizens Utilities Company of CalizOrnia
Felton Distr ct

ADQETED.QQ&EIIIIES;

Name of Company: Citizens Utilities Company of California
District: Felton
1. Net~to=-Gross Multiplier' 1.68325
2. Federal Tax Rata: 34.12%
3. State Tax Rate: 9.3% ,
4. Uncollectibles Rate: ' 0.576% . |
KWh/Ccf- Elactric Pump 0.98 0.98
: Elaectric Boosters
KWh (Total) : 183,733 184,014
Average Cost/Kih | $ 0.11043  $§ 0.11043
Total Cost of Power $ 20,289 = $ 20,321
Ad Valorem Taxes . . $14,702  $ 14,570
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Citizens Utilitie§'c°mpan of Califarnia
Felton District

ADGPTED OUANTITIES

7. Numker of Services - Meter Size
5/8 % 3/4 2
S 3y4 - 2
1 . 17
11/2 6
T2 . a5

-3 \ 1
4 : p

Total _ 1,312
8. Metered Water Sales = Ccf
Total water delivered 187,485 187,771
9. 2r12A:s_E1zz_2:9:ss:ign_SQ:xigma__Jkuam;Sizs
trizgg o metier L
| 7

Total

(END OF APPENDIX C-1).
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Appznnxxfn-l
Citizens Utilities Company of Calizornia
Falton Distr ct '

Income Tax: CaJ,culations |

2389 1990
(Thouszmds of Dollars)

Operating Revenues o _ 489.3 b $06.7 - ‘/ ;
. Deductions | , |

0 & M Expense _ . 156.7 - 168.8

Depr charged to O & M _ (5.3) . (6.7)

A & G Expense 113.0 116.4 -
Taxes other than Income 22.6 . 23.4
Allocation of Interest 32.4 - 35.0°
Subtotal Deductions ' 319.4 336.9 /
Taxable Income Before Tax Depreciation 169.9 169.8 |
State Tax Deprecia.tion _ - 54.2 49.3

. State Taxable Income 115.7 120.5 ‘é N

State Income Tax : 10.8 - 11.2 :
Taxable Income Before Tax Depreciation 169.9 169.8 ‘/
Federal Tax Depreciation 45.3" 43.7 e
Sta.te Incomc Tax o 10.8 1l.2 . e
Federal Taxa.ble Incone _ 113.8 . 114.9 ‘/
Faderal Incomc Tax ' 38.8 39.2 1/ : 3
Amortization of I.T.C. 2.1 2.1
Reversal of S. Ga. Method .7 1 ' 7

Net Fedaral Income Tax , 38, 0- . 36.4

Total Income 'raxes ‘ N ' , 45.8‘- . | . 47.6 /

Income Tax Rates - T
: State" - 9.30% 9.30%
Federal _ ‘ ‘ 34.12% 34.12%

(END- OF APPENDIX D-1)
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APPENDIX E-1

citizens Utilities Company of Califoinia
Felton District

Comparison of typical bills for residential metered customers
of various usagae level and average usage level at present and
authorized rates for the year 1989.

Geperal Metered Sexrvice }
(5/81x‘3/4—ihch neters)

At Prasent At Authorized Percent
Monthly Usage Rates 3 Ratas . ‘ Increase

(100 Cubic Feet).

0 $ 7.0 - 9.45 35.0 %

5 13.42 Ca7.50 30.4
10 20.77 25.55 23.0
12 (Average) 23,71 28,77 21.3
20 - 35.47 . al.68 17 .4
30 '50.17 st 1s.1
50 79.57 ©89.95 . 13.0
60 94.27  106.08 . 12.8%
70 108.97 12218 12.1
80 123.67 - | 138.25. 11.8
.90 © 138.37 15438 11.6
153,07 1703433, 114

300.07 - 331,45 10.5

447.07 492.45 10.2

(END OF APPENDIX E=-1)
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Citizens Utilities Company of Calirorﬁia
Sacramento District Lo

- Schedule No. SAC-1
Sacramento District.
ARPLICABILITY
Appiicable to all métered water service.
TERRITORY

The unincorporated communities, subdivisions, and adjacent
areas generally known .as Cordova, Rosemont, Paskway Estates,
Lindale, Foothill Farms, Arlington Heights, Linwced, Loretto
Heights, Arden Highlands, Arden Estates, El Canino Terrace, El
Camino .Square and the City of Isleton and'vicinity in
Sacramento County and unincorporated areas in Placer County.

RATES -
. Per ‘Meter
) Pex Month
Quantity Rates:
For all water delivered, per 100 cu.ft. $ 0.383
Sexvice Charge: | |

For 5/8 x 3/4~inch meter ...cececcececse $ 6.75
FOI’ ) 3/4-in0h m&tﬂr Sosrrevreesnssae 7055
For 1-inCh DETEY .ecvecvroncnsse 10020
For 1 1/2=inch meta@r ....cecvevceaee 13.80
FOI’ 2-inCh m.t.r sressmsesESanes v 18-70
FOI 3"inCh met‘r.o---.&ooonroo-po 32&75’
For 4~inch meter ....ceeccocenss 46.80
For G-iRCh mater *essrevrssnnrrere 77»25
For 8=inch mMater ......ccceceee. 114.70

The Sarvice Charge is a readiness-to-serve charge
which is applicable to all metered service and to
which is added the monthly charge computed at the
Quantity Rates. N L
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Citizens Utilities Company of California
Schedule No. SAC-2R

Sacramanto~District
. | L

gppiicable to all rasidontial water service on a flat rate
asis. ,

ZEREITORX

The unincorporated communities, subdivisions, and adjacent
areas generally known as Cordova, Rosemont, Parkway Estates,
Lindale, Foothill Farms, Arlington Heights, Linwood, Loraetto
Heights, Arden Highlands, Arden Estates, El Canino Terrace, El

no Square and vicinity in Sacramento County and
unincorporated areas in Placer County.

RATES ' Per Seirvice (T)

For a single-family residence, including .
premisaes, having the follewing areas:

4,500 Bq- f’t. Orless DR W R N U R A $ 8090 (I)
4,501 ta” 8-'000 Sq.' :tr [N RN NN YN 12000 (C)

For each additional residence on the same
premises and served from the same service

connection 'lD.I..l'I.....l".ll...b'...l‘ 8"00‘ (I)

For each 1,000 sq. ft. or part of the area |

in GXCOSS ot 8 Ooo Sq- :t."...l..l.'l'«l' 00\35‘- (I)‘
SPECTAL CONDITIONS

1. The above residential flat rate charges apply to service
connections not larger than 3/4 inch in diameter.

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

3. A meter may be installed at option of utility or custonmer
for above classifications in which event service thereafter
will be furnished only on the basis of Schedule No. 1,
Ganeral Maetarad Service. Aftar a meter is installed,
metered service must be continued for at least 12 months

before service will again be furnished at flat rates.
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Citizens Utilities Company of California
Schaedule No. SAC-4
Water District for Sacramento County
. ERIVATE FIRE RROTECTION SERVICE
Applicable to all water service rendered for private fire
protection purposes. : ' '

ZERRITORY

The unincorporated communities, subdivisions, and adjacent
areas gaenerally known as Cordova, Rosemont, Parkway Estates,
Lindale, Foothill Farms, Arlington Heights, Linwoed, Loraetto
Heights, Arden Highlands, Arden Estates, El Camino Terrace, El
Canino Square and the City of Isleton and vicinity in
Sacramento County and the unincorporated community of Lincoln
Oaks and vicinity in Sacramento and Placer Counties. ‘

. For each 4-inch connection, or smaller ..... $ 14.05
For G&Ch G-inCh CODRBCtion ersvosvosevrrsrren 23'40
For each 8=inch conmnection ....ceceeeecosces 32.75

For each l0-inch connection ...c.ecececesnees 4215
For each 1l2=-inch CONNECLIiON .cccecovrovecrownsn 58.50

SPECIAL CONDITIONS
1. The customer will pay witbout refund the entire cost of
installing the service connection.

2. The maximum diameter of the service connection will not be

more than the diameter of the main to which the service is
connected.

The customer’s installation must he such as to effectively
separate the fire 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 acceptable
to the company which will indicate the use of water. The
utility may require a bi-annual test of the detector check
installation at customer cost as a c¢condition of furnishing
service. Any unauthorized use will be charged for at the
reqular established rate for general metaeraed service,
and/or may be grounds for the company’s discontinuing the
fire sprinkler service without liability to the company.

The company will supply only such water at such pressure as . °
nay 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 Califormia
Sacramento 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 approprilate increase to the rate which would ctherwise be in
effact on that date. _ o R ‘

v

SCHERULE_SAC=1
Sarvice charge:

FOI‘.‘ 5/8 X 3/4-.‘1.nCh mta:’ sevsevrssvacsy $ 0020
For 3/4"1110’1 matar sssovsccvonsn 0020
For l-inCh MRLAL secessvsvennme 0.30
For 1 1l/2=inch Meter .sccvecvcecess 0.40
FOI’ Z'inCh m‘tﬂr LAC I N A W O WA O.55’
For 3=inch nmeter ...ccoveveeee  0.95
For 4=inch meter ..cccccercene 1.40
For s‘mm m‘t‘r *EESEes e 2'0'30
For 8=inch metar ...cescceeves . 3.40

Quantity Rates:

Fdr'dll'watar déliyerad;‘per;loolcuLtt- 0.012
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Citizens Utilities Company of Califormia
Sacramente. District

Each of the following increases in rates may be put into
affect on the indicated date by filing a rate schedule which adds
the appropriate increase to the rate which would otherwise be in
effact on that date. : g S " o

i=1=90
SCHEDULE SAC-2R
Residential Flat Rate Servica:

For a single-family raesidence, including
prenises, having the following areas:

4’500 sq" tt. or less LA I R % X N O B N N Y R ) $
4’501 tO 8’000 sqr :t- L A A )

For each additional residence on the sama

premisas and served from the same service
comectlan 8 & redess ‘..."."l-ﬂ'.vl-,".--.

For oaéh 1,000 sq. ££. or pért of the area
in excess of 8,000 8q. fEe cererennnen.

w\ .
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Citizens Utilities Coﬁpany of California
Sacramento 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’ increasa’'to the rate which would otherwise be in
effect on that date. Co T

SCHEDULE SAG-4 |
Private Fire Protection Service:

For each 4~inch connection, or smaller ....
Foxr each 6=inch connection
For each 8-inch connection
For each l0-inch connection
For each l2-inch connection

*ossPessrRTRPEEPere
oo voreesre
L L AL BTN SO o O N A T

ssessssranrersce -

(END OF APPENDIX B=-2)
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Citizens Utilities Company of california
Sacramento District

AROPTED QUANTITIES
Name of Company: Citizens Utilities Company of California
District: Sacramento
l. Net-to-Gross Multiplier: 1.67942
2. Federal Tax Rate: 34.12%
3. State Tax Rate: 9.30%

4. Uncollectiblaes Rate: = 0.164%
5. Franchise Tax Rate: 2.0%

Qffsaetable Itenms ' : Teat Years
1989 1990
A. KWh/Ccf- Electric Pump 0.980" 0.980
. Electric Boosters , : :
B. KWh (Total) 18,671,677 19,304,815
C. Average Cost/KWh $ 0.06978 | $ 0.06978
D. Total Cost of Power $ 1,302,895  $ 1,347,090

7. Ad Valorem Taxes " '$ 214,850 § 218,647
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2PPENDIX C-3
20 2

Citizens Utilities Company of California
Sacramento District

5/8 x 3/4

Total
9. Metered Water Saleg = Ccf ‘
. Total water delivered 5,194,552 5,433,618
2IiEiIﬂ_EiIﬂ;2ZQ&ﬂSSiQn,ﬁﬂzxiﬂﬂﬁ_:;nﬁSﬂz_ﬁiZQ
4-inch or smaller | '
6-inch :
8=inch .

10=inch
12=inch

Total
Flat Rate Residential Services

4,500 8q.ft. & Less 4,427
4,501 to 8,000 , 25,594
8,001 to 9,000 3,428
9,001 to 10,000 1,821
10,001 to 11,000 1,272
11,001 to 12,000 626

12,001 to 13,000 o 357
13,001 & Larger K , 592

Subtotal 38,117
Additional Units 8

Total 38 121‘V

(END oF APPENDIJC C-2)




A.89-03-028 et al. *

APPENDIX D~2

citizens Utilities Company of Calitornia

Sacramaento District

Income Tax Calculations

'.Operating Revenues
Deductions

O & M Expense

Depr charged to O & M

A & G Expensa.

Taxes other than Income .
Allocation of Interast
Subtotal‘Daductions

Taxable Income Before Tax Depreciation
State Tax Depreciation :

State Taxable Income
State Income Tax

Taxable Income Before Tax Daepreciation
Federal Tax Depreciation

State Income Tax

Federal Taxable Income

Federal Income Tax

Amortization of I.T.C.
Revarsal of S. Ga. Method _

HNet Federal Income Tax
Total Incomo Taxos
‘Income Tax Rates

State
Faedaral.

J(Thousan@s‘ot Dollars)

8,366.3

2,741.5

(65.4)

1,970.2

296.4

366.7
5,309.4
3 ’ 056‘09“

1,326.1 -

‘ 1 ’ ‘73'0'-;8'~

161.0

3,056.9
1,094.9

614.5

- 1,801.0

48.8

15.5

550.2 |

711.2

9.30%
34.12%

(END OF APPENDIX D-2)

3,938.4 

2,912.3
(73.4)

2,092.8
307.6

5" 61'9- 3

3,369.1
1,322.7

2,046.4
190.3
3,369.1

1,211.8

190.3
1,967.0
' 671.2

48.8
15.5

606.9
797.2

9.30%
34.12%

WO LSRR S
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APPENDIX E-2

Citizens Utilities Company of California
Sacramento- District ‘

Comparison of typical bills for residential metered customers
of various usage lavel and avaerage usage level at present and
authorized rates for the year 1939.

General Metered Service
(5/8 x 3/4-inch neters)

At Present : At Authorized Parcent
Monthly Usage Rates Rates © ¢ InCrease

(100 Cubic Faeet) | ‘ .
0 $ 5.7 | 6.15 | 17.4 %

5 ' 7-14 8.67 i 213
10 8.79  10.58 20.4.
15 10.43 12.50. 19.8
20 12.08 14.41 19.3
23 (Average) 13.07 15.56 19.1
30 15.37 1824 1847
50 21.95 25.90. 18.0
60 ' 28.24  29.73 17.8
70 28.53 - 33.86 17.6

80 31.82 37.39 17.5

90 35.11 41.22 17.4
38.40 4505 17.3
71.30 83.35 s 16.9
104.20 121.65 | 16.8

(END OF APPENDIX E-3)
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APPENDIX A-3
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Francisvnandﬂ& Water Company
ScheQula No. 1
, o |

APRLICABILITY
Applicablo.to~all.notornd water service.
TERRITORY

The City of Ferndale and-adjacont‘uninéorporatad-territory,
Humboldt County. ‘ o

RATES

|

. , Per Mater
? Rer Month
Quantity Rases: L

For all water délivered, per 100 cu.ft. § 1.981

FOI‘ 5/8 x 3/4"in¢h mﬁter ---0.---.0--0-'-‘ $ 8&55
.For 3/4-inch MELOT vecvvcvcvenvons 10.45
FOI‘ l-inCh meter LR RN R Ty r: 13040
FOI‘ L l/z-inCh meter ssersroensavrnse 17085
For Z*inc-h neter cespspecvsrrsvensry 23.75%

R For 3“iﬂ€h met&r Yoo rerresarrene 44‘065
. For 4-inch meter .....cveveveees 60.95
Foxr 6"in¢h neter vesssersrs e ns 102-60
FOI‘ S-inCh. mﬂtal." ‘esssmarccrsvemas 153015‘

The Service Charge is a readiness-to-serve charge
which is applicable to all metered service and to
which is added the quantity charge computed at the
Quantity Rates. o S
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Francis Land & Water Company
Schedule No. 4 '
APPLICABILITY |

Applicable to all wator“sorvico rendered for private fire
protection purposas..

FERRITORY
The City of Ferndale and adjacent unincorporated territory,
Humboldt County.

RAIES _ Rex Month

For each 4-inch connection, or smaller ..... $ 14.25

For each 6-inch comnection ...ccccecvcevaces 21.40

For each 8-inch connection ..ccecceccccceeeaa 28.50

' For each 1l0=inch connection ..ccececcesenceas 59.30
- . For each 12-inch connection ....c.ccceeccsense 83.10

SRECTIAL CONDITIONS

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

The maxinun- diameter of the service connection will not be

mora than the diametar of the main to which the service is
connacted.

Where service connection is 6 inchas in diameter or larger
and supplied from a water main within 1,000 feet of a 10~
or l2-inch main, the rate will be vased on the size of the
main from which such connection is supplied.

The customer’s installation must be such as to effactively
separate the fire 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 or other similar device acceptable to the company
which will indicate the use of water. Any unauthorized use
will be charged for at the reqular established rate for
qcnarnl metered service, and/or may be grounds for the

’s discontinuing the fire sprznklor sexvice without
liabil ty to- tha company .

ccontinucd)
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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 schedule which adds
the appropriate increase to the rata which would otherwise be in.
effect on that date. T R I

 Eitegivasmate

SCHEDULE 1
Service charge:

FOI’ 5/8 p 4 3/4-inCh meter sesevessssnase $ 0020

For 3/4=inch meter .....c.c.c... 0.25

For l-inch meter ......cceece. 0.30

FOr 1 l/Z-inCh meter LR N W RN N °.4°

For z-inch meter .....evveee.. 0.55

FGI’ S-j-nCh meter *re oo 1.00 !

FOI 4-inCh neter ovo‘o-oao-o»o.---o- [ 1.35‘ .
s FOI‘ 6-inCh neter .... Y A 2‘-;3 0. /
. . For - 8-inch meter ......ccvvee. 3.40

Quantity Rates: _ V////
For all water deliVered, per 100 cu,zt; 0.043
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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 f£iling a rate schedule which adds
the appropriate increase to the rate which would otherwise be in
effact pn'thathdate.(_ : . o oo .

. i s ‘ - ‘ v N ."\ ‘ |
SCHEDRULE 4

Private Fire Protection Service:

For each 4-inch connection, or smaller .... $ 0.30
For each 6~inch CONMNECTion ccevcecvovccvas .o 0.50
For eaCh s-inCh ccm.ction ->e e ese .“. . sareosee O‘o 65
. FOI‘ BB.Ch 1°-inCh ConnﬁﬁtiOn ‘. sssssenssorsmee K 1-30 ‘_
' For each 12-inch CONNECtion .......cceeeeewa  1.85

(END OF APPENDIX B~3)
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Francis Land & Water Company
ADOPTED QUANTITIES
Name of Company: Francis Land & Water Company

l. Net-to-Gross Multiplier: 1.67471
2. Federal Tax Rate: 34.12%

3. State Tax Rate: 9.3%

4. Uncollectibles Rate: 0.070%

4 | |

Iest Years

1989 ! 42920
Kwh/Ccf- Electric Pump 0.592 0.592

Electric Boosters.

XWh (Total) . . 57,841

58,443

Average Cost/KWh $ 0.10726 $ 0.10726

Totil Cost of Power | S 6,17é{ $ 6,269

'Ad Valorem Taxes | $ 7,174

'$ 5,761
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Francis Land & Water Company

5/8 x3/4

Total
8. Metered Watex Sales - Ccf
Total water delivered 83,804
9. zzmun_mmm:_mz_m

4=inch or smaller
6-inch

Total

(END OF APBENDIX C-3)
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Francis Land & Water Company

Income Tax Calculations

1989 . A299

(Thousands. of Dollars)

Operating Revenues o , 240;1 ‘ 248.6
Deductions . _ _

' 0.& M Expense | | . 82.4 85.6

Depr charged to.0 & M o (5.5) . (6.3)
A & G Expense 70.0 72.4

Taxes othar than Income 11.3 0.1
Allacation of Interest ' 21.7 2.2

Subtotal Deductions : 179.9 184.0

Taxable Incom§ Before Tax Depreciation 60.2 64.5
State Tax Depreciation. . 16.5 15.6

State Taxable Income 43.7 48.9
State Income Tax - 4.1 4.6

Taxable Income Before Tax Depreciation 60.2 64.5
Federal Tax Depreciation 21.5 22.3
State Income Tax : ’ 4.1 4.5

,‘Federal Taxable Income - | ‘ ' 34.6 37.7
12.9

1.5
)

11.0
15.6

Federal Incone Tax | : 11.8

Amortization of XI.T.C. . 1.5

Net'Fedo:alFincoma Tax ' o 9.9
Total Income Taxes 24..0
Income Tax Rates.

State . . . o o 9.30% . 9.30%
Federal | 34.12% 34.12% -

(END OF APPENDIX D-3)

-
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- - APPENDIX E-3
Francis Land & Water Company

Comparison of typical bills for residential metered custémers
of various usage level and average usage level at present and
authorized rates for the year 1989.

(5/8 x 3/4~inch meters)

, : At Present : At Authorized
Monthly Usage ‘Rates ¢ . . Rates

(100 Cubic Teet)

0 $ 5.78 8.55
s 11.9s 18.46
10 (Average) 19.65 - . 28.36.
15 © 27.38 . 38.27
20 35.05 asad
3o - 50.45 67.98 :
50 | 81.25 107.60
60 96.65 127.41
70 o 112.05 147..!22’55
80 127.45 . 167.03
90 142.85 | 186.84
‘ " 158.25 - 206. 65

312.28 404.75

1 466.25 . 602.85

(END OF APPENDIX E-3)
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Decision

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF

In the Matter of the Application of )
CITIZENS UTILITIES COMPANY OF )
CALIFORNIA for authority to increase
rates and charges for water service
in its Felton District (U-87-W).

Applicatiop’ 89-03-028
(Filed Maxeh 21, 1989)

In the Matter of the Application of
CITIZENS UTILITIES COMPANY OF

)
)
)
)
)
)
CALIFORNIA for authority to 1ncrease ) App&;cat;on 89=03=029 .
)
)
)
)
)
)
)
)

rates and charges for water service (Filed March 21, 1989)
in its Sacramento District (U~87-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 Guerneville District (U-87-W07o
)

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

)
In the Matter of the Application oﬁ/ )
FRANCIS LAND AND WATER COMPANY for
authority to increase rates and
charges for water service in th
City of Ferndale and vzcznzty//a

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

Humboldt County (U=26=W).

Investigation on the Commlssaon S
own motion into the rates and charges
of CITIZENS UTILITIES COMP. OF
CALIFORNIA, a California orporatzon,
in its MONTARA DISTRICT-

1.89-02-011
(Filed February 8, 1989)

)
)
)
)
)
)
)
)
)
)
)
)
)

Coopex, White & Coopex, by E. Garth Black,
Attorney/at lLaw, and Lawrence D’Addio, for
Franc:s d and Water Company:; Reonald F.

fﬁgr Citizens Utilities Company of
calmro a and Francis Land and Water
Comp 7 applmcants.

-
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: nann, for Ferndale Interventi
Team; Shexwin H. Wiexsig, for City Coungil,
City of Ferndale; Messrs. Armour, St.
Wllcox, Goodin & Schlotz, by .

Sprlngs Water District: and
for Calmrornza Department of Heal

interested parties.
» Attorney at

, fOr the Commission Ag¢visory and
Ccompliance Division. -

This decision authorizes/the following rate increases to
Citizens Utilities Company ¢of CalAifornia (Citizens) and Francis
Land and Water Company (Franc;sy/
| 1989 1990

Felton $ 81,600 20.02 $ 17,500 3.58
Sacramento 1,274,600  16.99 621,900 7.44

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

The in¢rea53s are based on rate of return of Citizens’
rate base of 10.28% gor each of the two years. The related return
on common equity is Al.75%. .

The decision also orders further evidentiary hearings ¢o
address service préblems in Citizens’ Guerneville District and
defers the rate révzs;on for the district until the hearings are
conmpleted and the Commission issues a dec;s;on.

In tne Order Instituting Investigation (I.) 89~02-011
concerning Citizens’ Montara District, this decision finds that
citizens is ndt earning a rate of return in excess of the last
authorized rate~df return for the Montara District.
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Citizens is an operating public utility corporation with'
its principal place of business located in Redding, California.
Citizens provides public utility telephone and water ’;rvices in
various areas of California.

Francis is a wholly owned subsidiary of/Citizens.
Francis’ principal place of business is located/in Ferndale,
California. Francis provides public utility water service in the
City of Ferndale and vicinity in Eumboldt Codnty.

On March 21, 1989 Citizens filed/applications requesting
rate increases for water services in its Felton (Application (A.)
89~-02=~028), Sacramento (A.89-03=029), aﬁéFGuerneville (A.89-03-0306
Districts. TFrancis also filed an application (A.89-03~031) for
increase in rates for water services/on March 21, 1989. Citizens
and Francis requested the following/rate increases:

1990

Distri
Felton 328 54.3 $ 46,890
Sacramento ,193,142  31.0° 360,443
Guerneville 447, 41.0 118,361

Francis Land &
Water Company 223,819 135.0 . 7,655 2.0

The request tor/iate increases for both Citizens and
Francis was based on a rgte of return on rate base of 11.73%.

Oon April 10,/1989, Citizens and Francis amended their
applications. In their amended applications Citizens and Francis
request a rate of r%;urn on rate base of between 11.85% to 12.50%
based on return on common equity of between 14% and 15%.

on February 8, 1989, the’ cOmmlssion issued 1.89-02-011 on

its own motion 1nto the rates and charges in. Cltlzens’ Montara
Distr;ct. ’
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This decision addresses these applications and ,//////f
I.89-02-011 which were consolidated for hearzngs. Following/is a

brief description of the three districts and Francis.
FelA yistrict

' The district serves the unlncorporated ares ©f Felton and
vicinity. All of the d;strzct's.operatxon{; thhin Santa Cruz
County. - :

A diversion on Fall Creek is the system’s surface source
of water supply. The system’s ground water sources include Bennett
and Bull Springs and one well equippéd wisp/ﬁ deep well turbine.
Nine reservoirs and tanks of varlous‘smﬁgs provide a total combined
storage capacity of about 871,000 gallons.

As of December 31, 1987, thé’dzstribution systen
contained about 119,000 feet of tra émissxon and distribution mains
that varied in size from 1-1/2 lgphes to 10 inches in diameter.
Also, as of December 31, 1987.«thxs.system had 1,301 active metered
service connections, and 7 privgte tire hydrant connections.

The district’s operatlon ;s conducted from an office in
Felton by a district managgx, 2 supe:intenden:, two service
persons, and one sexrvice clerk. ' ‘

S to Districh

The district provides water service within areas of
Sacramento County commonly known as Lincoln Oaks, Royal Oaks,
Arden, Suburban (Rag;hovCordova and Rosemont areas), Parkway,
Sunrise, City of Isleton, and vicinities.

The diﬁFrict's.water supply is provided by 96 decp wells
located strategically throughout the areas served. These wells
produce approximately 10.23 billion gallons of water annually which
is delivered to customers through approximateiy 2,500,000 feet of

distributioz/maln. These maxns are prxmarlly asbestcs cement pipe,
'1-1/2 inches/ to 20 inches in d;ameter.

of December 31, 1987, the dlStrlCt had 44,768
customerg, 36,086 of these were :lat rate customers and 4,532 were
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metered customers. The district alsa serves 359 pr;vate fire
protection connections and 3,791 publxc fire hydrants.

The district’s operations are conducted rrom the office
at 3335 Llengview Drive, North H;ghlands. The dlstrzct manager, 12
administrative and office employees, and 21 f;eld employees operate
in or out of this office. The general managéé of Citizens”
California water operations, his administrative, engineering, and
drafting staff also share this :acil%ty.

: i1le District |

The district serves the regbrt areas of Guerneville, Rioe
Nldo, East Guernewood, Guernewood Park, Northwood, Monte Rio,
Vacatzon Beach, River Meadows, and/v;cznlty, along the Russian
River. / _

The district obtains mts przmary seurce of water supply
from several wells throughout/;he system. The dmstrmct has nine
booster pumps in the system ranging fLrom 1 HP to 15 HP, and a total
storage capacity of‘approx;mately_one‘mmlllon gallons in tanks that
are located at different elevations throughout the distribution
systen. :

As of December/ 31, 1987 the system consisted of
approximately 430,000 feet of transm;ssmon.and distribution mains,
3,302 active metered servmceg, and 3 prmvate Lfire hydrant
connections.

The district maintains an o::ice in Guerneville where the

district manager, office manager,‘superlntendent, three clerks, and
seven service persons are located. -

Prancis

Francis provides water service in the City of Ferndale
and vicinity in Humboldt County. ‘

Francis’ main source of water supply is from tunnels,
springs, anq/a well. The combined yield of all sources is
es@igated to be from 235 to=33ofgalloﬁs‘perfminute; depénding-on
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the secason of the year. The amount of water sold in 1987 was
slightly in excess of 84,000 hundred cubic feet. //,/’

Two concrete reservoirs with a combined capacity 3; 1.33
million gallons provide storage for the system. In addis}on, the
system has five small collecting tanks. Francis’ tota%/combined
capacity is about 1.36 million gallons.

The distribution system in Francis’ service area includes
approximately 60,000 feet of main varying in size/ﬁp to 10 inches.

As of December 31, 1987, Francis se;yed 666 metered
customers and 3 private fire hydrant connectiens.

Francis’ local operations are condﬁcted from its office
in Ferndale. In addition to the local supéfmntendent, there are
two service clerks shared jointly with Citmzens' telephone
operations and one full-time service person.

Public Meetings and Heaxings

As part of its investigation, the Water Utilities Branch
(Branch) of the Commission Advisoxry and Compliance Division
conducted informal public meet:.ngs in each of the service areas.

In addition to the project manager from Branch, the public meetings
were attended by Citizens’ general manager of California water
operations and local d;strmct managers.

Based on the comments received at the informal public
meetings, the project manager recommended that public participation
hearings (PPH) be held/in all service areas. Accordingly, PPHs
were held before Administrative Law Judge Garde in Felton,
Sacranento, Guernev%&le, and Ferndale.

The PPHs /in Felton, Guerneville, and Ferndale were
attended by over Y50 people. These customers complained about the
quality and/or cost of service provided by Citizens and Francis.

Evidentiary hearings were held in San Francisco during
the period J?zépsl, 1989 to August 4, 1989. The proceedings in
A.89-03~028, A.8

-89-03-029 A.89-03-030, and I.89-02-01L were
submitted upon the receipt of concurrent briefs. on August 21, 1989.
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Although this oxder addresses most of the issues in A.f9-03~031,
further hearings in the proceeding were held on Segyember 19 and 20
1989 to address certain expense and rate base items.
During the hearings, Citizens stipe}ated_to nost of
Branch’s estimates, so only a few issueS-w€fe litigated during the
evidentiary hearings. There were two types of ¢ontested issues
between Citizens and Branch. The first ﬁnd'applied to all
districts and the second kind applied to specific districts:
The disputed items common o all districts were:
1. Rate of return.
a. Capital struéte e.
b. Return on equity (ROE).
disputed items in relation to individual districts

Sacraménto Digtrict -~ The addition of one

enployee plug related expenses for test
year 1990.

Francis = /The addition of one-half enmplovee
plus related expenses for test years 1989
and 1990/and the unamortized legal and

regulatory expense incurred in connection
with c¢ontinued hearings in A.60303. '

4. Rate base for Francis.

In addition to Citizens and Branch, Ferndale Intervention
Team (FIT), City/Council of the City of Ferndale (Ferndale), the
California Depertment of Health Services (DHS) and the Sweetwater
Springs Water/District (Sweetwater) were active participants in the
proceeding. /FIT and Ferndale are interested in Issues 3 and 4.
Sweetwater recommends the following for the Guerneville District:

© Since Citizens has pursued its main
extension replacement program in an
unreasonable and haphazard manner, the
Commission should delete from rate base all
amounts associated with main extension
replacements for the years 1989 and 1990.
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© The Commission should substantially reduce
Citizens’ otherwise authorized rate of
return because of the poor quality of water
service provided by Citizens in its
Guerneville District. -

DHS regquests that Citizens be ordered to submit a master
plan detailing the deficiencies in the Guerneville/system and the
method of correcting the deficiencies. DHS also/fequests that
Citizens-shculd.seek’the‘approvalﬂo: the mastexr’ plan from DHS and
the Commission before making any improvements te the system.
Results of Operation

Tables 1 through 6 show a ccmpa::;son of Citizens’ and
Branch’s estimate of results of operatxon for 1989 and 1990 for the
three districts under ccns;deratmon;//&ables 7 and & show a
comparison of Francis’ and Branch’s/estimates of results of
operation for 1989 and 199%0. The jtables also show-the adopted and
authorized results of operatmons. '

The adopted quant;ties, tax. calculat;on, and comparison
of rates are included in Append;xes.C, D, and E, respect:vely.
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Table 1

Citizens Utilities Company of Cali
Felton District
Sumary of Earnings Reconciliation
Test Year 1989
~ (Dollars in Thousands)

at at
'$ 407.5 S 00 $ 407.5  § 407.5 $ 489.1

\ 156.2 156.2

a3 a 113.0 3.0
22.6/ ' 22.6 22.6
37.2 37.2 37.2

329.0 | 329.0 329.0

78.5 78.5 78.5
14.2 4.1 4.1
64.4 64.4 - 64.4

1,097.9 1,097.9 1,097.9
5.87%  0.00% §;s7%' 5.87%
11.73% © 1.45%°  10.28% 10.28%.
128.8  15.9%  112.9 112.9
64.4 15.9%  4s.s 48.5

1.68325 1.68325  1.68325

108.4 26.8% 816 81.6

PR X
B
f
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Table 2

Citizens Utilities Company of Califernia
Felton District
Sumary of Earnings Recenciliation

$ 408.1 $ 0.0 § 408.1

0%0

.8 /0.0

345.8 4 0.0
#

/

~ Before Income Taxes 62.3 : 62.3
Income Taxes 8.2 - 8.2
Net Operating Reveme /54.1 : 54.1

Rate Base /i,.ogs-.s 1,05.5  1,095.5
Rate of Return / 4.94%  0.00% - 4.94% 4.94%
Estimated Rate of Retum 11.73%  1.45%%  10.28% 10.28%
Est. Net Opex. Revenue 128.5 15.9% 1126 112.6
Net Revermie De!;cn.emcy 74.4 15.9%  s8.5 58.5
Net to Gross mmpher 1.68325 1.68325 1.68325

125.2  26.7%  98.5 98.5

D:L.fference due to estimated rate of returm.
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Table 2

Citizens Utilities Company of California
Sacramento District
Surmaxy- of Earnings Reconciliatien
‘ Test, Year 1989 y
(Dollars in Thousarxis) /.,'
. Ad:}éted , Adopted
¢ 1] ] ﬁ’
Gitizens  Dif. Branch W M

$7,149.6 $ 0.0 67 149.6/ $ 7,149.6 $ 8,364.2

/

2,739.5 2,739.5 2,741.5
1,970.2 p 1,970.2 1,970.2
1,298.4 1,298.4. 1,298.4

6,302.2 00 e,.aoz.z 6,302.2 6,306.5

Before Income Taxes 847.4 847.4 847 .4 2,057.7

0.0
Income Taxes 222;3- 0.0 223.3 223.3 71.0.4
Net Opexating Reverue 1 0.0 624.1 624.1 1,347.3
0

Rate Base 13,7060

-

-0° 13,106.0 13,106.0 . 13,106.0

Rate of Retumn !,/f 4.76% 0.00%  4.76% 4.76% 10.28%

l

Estimated Rate of :Return /1.7 1.45%%  10.28% 10.23%
Est. Net Oper. Revenue 1,537.3 190.0.  1,347.3 1,347.3
Net Reverme Dencu.ency 913.3 190.0  723.2 723.2
Net to Gross m.ut;pner 1.68024 . 1.68024 1.67942
Reverue :mr:ease./ 1,534.5 315.3 1,215.2 1,214.6

’
/
.

/
2 pifference /due t0 estimated rate of return.
/- ‘

J/

‘w,
‘
e
f,
: .
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Table 4

Citizens Utilities Company of California
Sacramento District
Sumary of Eamings Recoenciliation

B at at
Gitizens = Dif. et Bresent Rates  Auth. Rates
$7,450.3 $0.0$7,459.3  $ 7,459.3 $ 8,986.1

2,942.5  32.7% 2,909.8 2,909.8 2,912.3
2,094.4 1/65 2,092.8 2,092.8 2,002.8

310.7 £ 304.8  304.8 307.6-
1,459.6 /0.0 1,459.6 ©2,459.6 1,459.6

6,807.2 / 40.2° 6,767.0 6,767.0. 6,772.3

652.1 (40.2)  692.3 692.3 2,213.3
767.7 (16.2)  183.9 - 183.9 796.3
484.4° (24.0)  508.4 508.4 1,417.5
13,789.0 0.0 13,789.0 113,789.0 13,789.0
3.51% =-0.17%  3.69% 3.69% 20.28%

Estimated Rate of Return 11.73%  1.45%°  10.28% 10.28%
Est. Net Oper. Revenue/ 1,617.4 199.9 1,417.5 1,417.5
Net Revenue Deficiency 1,133.0  224.0  909.1  900.1
Net to Gross mltipl/ier 1.68024 1.68024 | 1.67942
Revenue Increase / 1,903.8 376.3 1,527.4 | 1,526.8

/

/ (Red Figqure)

3 pifference éue to one employee excluded by Branch.

b, Difference due to estimated xate of. ‘r_em:r:n.'

+
M
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Table S

, . Citizens Utilities Company of California
. Guerneville District '
Sunmary of Earnings Reconciliation
' Test Year 1939
(Dollars in Thousands)

/3Adopbed
I

$1,069.0 $1,069.0 ©  '$1,069.0

534.6 . 534.6
328.6 ©328.6
66.9 10 66.9
88.3 88.3

1,018.4 / 0.0 1,018.4

Before Income Taxes so,/ : 0.0 50.6
Inccme Taxes (12.4) 0.0 (13.4)
Net Operating Reverue 64.00 0.0 '
Rate Base : ;,/669.4 0.0 2,669.4
Rate of Return ' /" 2.40%  0.00% 2.40%
/! .
Estimated Rate of Retwxn,  11.73% 1.45%%  10.28%
Est. Net Oper. Reverue / 313.1  38.7%7  274.4
Net Reverue Deticien:j 249.1  38.7° 210.4

Net to. Gross Mtigﬂex 1.68771 o 1.68771

Revemie Tnerease 420.4  65.3%  385.1

(Red Figure)

a Dif.texencg due to estimated rate of retum.

Note: Sinqémareo:deﬁmfurtherheaﬁfgstoaddressserviceproblm.andplam
- additions for the district, only revemues at present rates and expenses that
are independent of plant estimates are being adopted at this time.
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Table 6

Citizens Utilities Company of California .
Guerneville District
Summaxy of Earnings Reconc:.l:.at;.m o
Test Year 1990 ‘

(Dollars in Thousands)

//
Mﬂp‘ﬂeﬂ MW
&am Gitizens Dif- Boanch ,Bmsm:_m:& M

Opexating Revemues $1,072.5 § 0.0 $1,071.57 $1,071.5

O8M Expenses 573.9 0.0  /573.9 573.9

ASG Expenses BT 0.0 /3817 351.7

Taxes other than Income 7.8 0.0, 718

Depreciation 9.1 0. 94.1

Subtotal 1,091.5 .,o':/o‘ 1,091.5

Before Income Taes (20.0) 0.0 (20.0)

Income Taxes (43.3) 0.0 (43.3)

Net Operating Revenue 23.3 0.0 23.3
Rate Base 2,840.5 0.0 2,840.5
Rate of Return 0.82% = 0.00% 0.82%
Estimated Rate of Retwn ~ 11.73% 1.45%°  10.28%
Est. Net Oper. Revemue 333.2 4122 292.0
Net Reverme Deficiency 309.9  41.2%  268.7
Net to Gross Multiplier  1.68771 1.68771
Reverne Increase 523.0 69.5% 4s3.5

(Red. Figure)

a

Note: Since we are ¢

Difference Que to estimated rate of return.
furtherheanngstoaddressserv:.ceproblmsarﬂplm

rdering
additions for the district, only revermmes at present rates and expenses that
arerﬁepaﬁentctplmtas&mtesarebemadoptedattmstm

/
/
A
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L

Table 7

Francis Land and Water Company
Summary of Earnings. Recenciliation /’

Test_Year 1989 y
(Dollars in 'mcusands) /
sm:n/ e
- a
Iten . sinzsns Dif. mmmﬁ Auth, Rates
Operating Reverues $168.4 S 0.0 5168.4 $168.4 $240.0
Deductions , ‘
08 Expenses 94.9 2. $ 82.3 82.3 82.4
ASG Expenses 90.7 20070 70.0 70.0 70.0
Taxes other than Income :+U.3 - /”od 1.3 R 1.3
Depreciation 28.4 2.6 5.8 - 15.8 15.8 -
Subtotal 228.3 / 48.9  179.4 179.4 179.5
’/ ‘ !
Net Qpexaling Revenue /
. Before Income Taxes (59.9)  (48.9)  (1..0) (22.0) 60.5
- Inceme Taxes (36.1).  (21.3)  (14.8) (14.8) 13.9
Net Operating Reverme  #(23.8) ~ (27.6) 3.8 3.8 46.6
Rate Base / 823.8  370.6% 453.2  453.2 453.2
! '
Rate of Return /0 =2.89% =3.73%  0.84% 0.84% 10.28%
Estimated Rate of Rem:.-n 1.73%  1.45¢7 10.28%  120.28%
Est. Net Oper. Reve.nue 96.6.  50.0'  46.6 46.6
Net Reverue Der.:.c:.a'xcy 1208 77.7 42.8 - 42.8
Net to.Gross MJJ.t:Lle.er 1.67471 167470  1.6747L
Reverue Increase 201.7  130.1  71.6 716

(Red. Figure)

,/For écplahaticn see p. 17.
4
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Table 8

Francis Land and Water Company
Sumnary of Eamings Reconc:_'l.:.at:.cn

“Test: Year 1990
(Dollars in Thousands) n /
Map:a:/ dopred
GCitizens  Dif. Bxnch mm./gé&ﬁ M

$l70 6 $ 0.0 $170.6 $1‘7O 6‘, $248.6

»
/'

13.3; 85.5 //
20.8°

5.0 101 1
13.3 16.3

51.9 Aazz 3

/
Before Income Taxes (65.6) (51/.,9) (13.7) (13.7)

Tneame Taxes (38.2) (22.4)  (15.8) (15.8)
Net Operating Reveme = (27.4)  (29. gz 2.1 2.1

Rate Base 816.2° /342.8° 4734 - 4734
Rate of Return -3-.36?; =3.80%  0.44% 0.44%
Estinated Rate of Retwn  1L73% 1.5 10288  10.28%
Est. Net Oper. Reverue 95.7  47.1  48.7 e
Net Reverue Deficiency  123.1  76.6  46.6  46.6.
Net to-Gross Miltiplier  1.6747L 1.67470 1;67471
Reverne Increase 206.2  128.2  78.0 . 78,0

(Red Figure)

(Contimzed).
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2 pifference due to cne-half enmployee excluded by Branch.

Difference due to:

L. One-half emplevee excluded by Branch.
2. Amortization of deferred rate case expense of 516,,630.

Difference due to: /

1. One-half employee excluded by Branch (payroll taxes).
2. Differences in plant. s

¢

o

-

Difference due to different plant estimates. i
s
Difference due to different plant estimates. .
. ’ o o
Difference due to recommended rates of retum.

7
N

Note:

These issueswereéddx&sseddur’inqthehearingsheldonSeptwaerm and
20, 1989. Decause of the limited time/available since the completion of the
September hearings, this oxder does
hearings. , .

P
h

not resolve the issues addressed during the
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Rate of Returm

Since Francis is a wholly owned subsidiary of Citizens, ////
the rate of return analysis discussed below applies to Citizens as

. ‘ ~

well as Francis. | e
Py

Citizens’ capital structure consists of two component

long-term debt and common equity. The ratio in which these two
components are included is known as debt-equity ratio orxequzty
ratio. Rate of return is a composite value of capxtal ‘costs
expressed as the total weighted cost of long-term debt and conmmon
equity. The determination of the cost of lcng-term debt is based
primarily on recorded costs; however, est;mateS-must be made for
the costs associated with future debts. Determmnatxon of the

ROE is more difficult because additional :actord, such as business
and financial risks, investor expectatlons, ratepayer interest, and
equ;ty ratios. A

The following table shows. the rate of return calculations

proposed by c;tlzens and Branch: /ﬁ

- 18 =
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 Table 9

; L ! L4
(a) (Bl (€l
, Cap;tall Weighted Cost
iten -Ratie cost Bake [(A1*[D]
Long-term Debt 35.52% 7.95% 1//;.95% 2.82% - 2.82%
Common Equity —£4.48% . 14.00% ~ 15.00% 9,03% —-_9,67%
Total 100.00% \'//// © 11.85% 12.50%
Exgn;h

(B) (€l
Weighted Cost

Iken Sost _Rate [AL*[B]
Long=-term Debt 8.48% 3.82%
Common Ecuity _ 11.75% —6.46%

Total logféo% , 10.28%

As is evident from Table 9, Citizens and Branch recommend
different ecquity ratioif/cost oz‘debt, and ROE. Following is a
discussion of each component.

Capital structure

Citizensc/proposed capital structure for the two test
years is based on Ats actual consolidated equity ratio as of
December 1988. Branch believes that since Citizens’ conseolidated
equity ratio reflects the overall company capitalization (which
inecludes c;tlgens' telecommunications and energy operations), it is
too high in comparison to a typical water utility. Therefore, for
ratemaking pﬁrposes, Branch recommends an imputed capital structure
of 55% equ%ty and 45% debt wh;ch is more in line with Califormia
Class .7A” vater utilities. c;txzens is opposed to the use of an
imputed ¢apital structure.

/

X purlng the hearlngs CLtlzens rounded its equity rat;o to 35%
debt and 65% equlty '

- 19 =
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In developing its proposed capital structure/ Branch
examined Ciltizens’ capitalization against the capita'ﬁzation of a
group of California Class ”a” wateriutilities and/a/iomparable
group of regional water utilities listed in C.A./Turner’s Utility
Report of July 1989. Branch then used a computer model to develop
its proposed capital structure which is based/on projected balance
of Citizens’ business and financial risks./

Business risk is associated with the dependability of
revenues based on the stability of the customer base and level of
technological changes. Branch believes that water utilities face
more stable and reliable revenue streams than other types of
utilities because water utilitiesuse a renewable resource, face
minimal threat of bypass, and are allowed to earn a return on
construction work in progressy

Financial risk is assoc;ated with the proportional level
of debt to capital. Financmal risk increases as the level of deb+:
increases. This is because as the level of debt increases, the
utility’s contractual fxxed obligation to make interest payments
increases and the cost of marginal debt issues increase.
Telecommunications and/energy utilities attempt to offset their
higher business r;skgby reducing their financial risk by
maintaining higher,équity ratios.

Debt finéncing\is less expensive than equity financing
because inte:est/bayments‘on debt are generally less than returns
paid to common stockhelders and because interest payments are tax
deductible wh;fe returns on common eguity are not. The tax savings
generated by,interest expense directly benefits ratepayers through
a proportional reduction of revenue requirement needs. Therefore,
Branch ma;ntazns that if Citizens’ proposed capital ratio is
adopted, ratepayers will have to pay excessive costs.

,f Branch points out that Citizens is classified as a
telecommunications utility by Value Line rating service.
Tnerifore, accord;ng to Branch, c;tzzens/ capital structure though

[ - ‘

-20 =
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appropriate for a telecommunications utility is not appropriate for
a water utility. Branch opines that when Citizens applies its
consolidated equity ratio to its California water cperations, it is
in fact imputing a hypothetical capital structure.

Citizens contends that Branch’s use oz/a hypothetical
capital structure is an unjustified departure/?rom sound policy
previously enunciated by the Commission and'{sﬁbased on faulty
logic and a distorted view of the evxdenceu Citizens contends that
the Commission has never adopted the large debt imputation
recommended by Branch. In support of content;on Citizens cites
D.92604, where we declined to 1mpute/a ‘capitalization structure for
California Water Service Company:

“But this applicant has an excellent record of
service and a reputatzon for responsible
management behind it./ Where, as here, the
applicant 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 1nsu£f1c1ent‘,and which clearly have been
shown not to be out of line with those
naintained by comparable regional water
utzl;t;es, we ,will not intervene, absent
exigent circumstances not present here, to
induce the utility by the drastic device of
lmputation to substitute Staff’s judgment for
its own.”

Citizensjmaintains'that the evidence in these proceedings
supports the Commission’s above-cited policy of eschewing
nypothetical cagftal structure for the water districts.

Accoxding 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 un:airneés of Branch’s propesal is evident when ome considers
the fact that citizens will have to convert a large amount of

equlty lnto debt very quickly in order to earn the author;zed rate
of return.‘

/
L/.
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e
In addition, Citizens offers the :ollcwzng reasqns te
establish the reasonableness of its proposed capital structure.

1. Citizens’ ”AAA” ratings are attr;butable
primarily to its telephone and energy.”
operations which provide a benefit to water
ratepayers by lowering the cost of.'debt
financing. o

.
4

2. Citizens’ requested embedded cost of debt
(7.50%) and Branch’s computed’ cost of debt
(8.48%) are substantially less than the
average cost of debt (9. 97%) for other
Class ”A” water companles.

',l"

./

3. The average debt ratlb for California Class
“A” water companiescwas 39.17% for the
period ending December 31, 1988 and debt
ratios have been»trendzng down.

Finally, Citizens mazntamna-that if the Commission wishes
to zmpute numbers, then 1t/should not stop at the equity ratioc as
Branch did. It should impute other numbers (i.e. debt costs and
ROE) which would be more appropriate for Citizens’ california water
operations. : &

i . E

Citizens’/diversification into three regulated industries
(telecommun;cat;ons, enerqgy, and water) makes it dmrzzcult fox
Citizens to develop a capital structure that is ideal for all three
industries.

An anreaszng number of services in the
telecommunzcatzons and energy industries are being deregulated.
This trend towards deregulation has encouraged competition and
consequently has increased the business risks for
telecommunications and emergy utilities. Utilities have tr;ed to
offset this increase in their business risk by reducing their
f;nanq;al risk by maintaining higher equity ratios.

.th/// Water utxlit;es de not face the business risks associated
wi y,deregulatlon- In addition, water utilzt;es enjoy a stable
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customer base with minimal threat of bypass. Therefore, water
utilities have predictable revenue streams and thus dfmuch lower
business risk than telecommunications and enexgy utxlztxes.
Accordingly, water utilities’ customers should not be required te
finance higher equity ratios which are reflected in. the capital
structure of diversified telecommunzcatzon 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,
29.17% long=-term debt, and 3.12% pre:erred stock. In comparison,
Citizens has a 65.5% common equ;ty ratio and a 34.5% long-term debt
ratio. Citizens does not utmli;e preferred stock as part of its
capital structure blend, unlfie some of the California water
utilities. Overall, Citizegs’ common equity ratio of 65.5% is 7.8%
percentage points hzgher/than the 57.7% ratio for the Calmfornza
Class ”a” uwtilities. Also Citizens’ equity ratio far exceeds the
average equity ratic or 44% for comparable group of reg;onal water
utll;tles included Ln C.A. Turner’s Utility Report of July 1989.
Therefore, C;t;zens' equity ratio is not appropriate for its
California water/operatlons. If rates are set based on Citizens’
high equity ratzo it would require Citizens’ water customers to pay
excessive rates .

Turning to Branch’s proposed capital structure of 55%
equity and, 45% debt, we believe that it is more representative of
c;tzzens{fwater operations in California. Based on Standard &
Poor’s :dting benchmaxk in Table 10, Citizens will ke able to
maintai& its 7AAn” if Branch’s recommended capital structure is
used ;or setting rates in this proceedzng. Therefore, we will
adogﬁ the Branch's recommended equity ratzo of 55% equity and 45%
de?t.

A VI
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Table 10

Standard & Poor’s Rating Benchmark Definitions. for
Pretax Interest Coverage, Debt Leverage and

W W,
o — Debt Rating Branch Proposal
Sriteria YY) a3 2 ‘

Total Debt/Capital Less than

48% 46% - 54%  52% - 60% 45% /
Pretax Int. Coverage More than - 1

3.75% 3% = 4.25% 2% = 3.25%  3.82%°

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

Next, we will address Citizens’ claim that he Commission
has not adopted such high imputed debt ratio for ratemaking
purposes. Contrary to Citizens’ claims, the Commlsazon has adopted
an imputed capital ratio for California Wate//Serv;ce Company in
D.89=-04-005. And more recently, in D.89- 09-048 the Commission has
adopted comparably higher ;mputed debt €9t1° for San Gabriel Valley
Watexr Company. Therefore, adeoption og/an imputed capital structure
will not be ceontrary to the Commission’s policy.

’ Turning to Citizens’ claim that with higher equmty ratios
debt financing beconmes cheaper,)we-note that there are limits teo
this benefit. Fixst, lower cost financing affects the cost of new
debt issues only. Also, CitiZens already enjoys a high “AAA”
rating from Standard & Poe;; Tnerefore, we believe that Citizens’
California water operatlons wmll not bene:zt from its pr0posed high
equity ratio. ' '

2 Based on Branch’s recommended and adopted rate of 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 imputj///”
other numbers (i.e debt cost and ROE) which would ke representae} (]
of Citizens’ California water operations. As will be evident from
the discussion on the issues of long-term debt and ROE, the dopted
rates £or long-term debt and ROE are representative of Citizens’
California water operations. We find the adopted capita&’structure
of 55% equity and 45% debt is reasonable. | '
Jong=texrm Debt ' '

Citizens’ and Branch’s proposed costs of/long=term debt
are 7.95% and 8.48%, respectively.

Citizens used the average of its recorded consolidated
long-term debt as of December 31, 1988 and %;é projected cost of
consolidated long~-term debt as of December 31, 1989.

' Since Branch uses a hypotneticai/zapital structure for
ratemaking purposes, its cost of long~texm debt was developed to be
representative of Citizens’ California/water operations. Branch
determined its cost of long-term debt{by separating the specific
debt associated with Citizens’ ocut-of-state utility operations.
According to Branch’s estimate‘agproximately 57% of the long-term
debt outstanding is associated with Citizens’ out-of=-state utility
operations. Branch contendss;ﬁé remaining debt classified as
”company nonspeciric debt” is the portion of debt representative of
- Citizens’ California 6perat“$ns. o

' According to Branch, in the absence of more precise data,
it would be appropriate for ratemaking purposes to use the cost of
Citizens’ nonspecific long-term debt in Branch’s proposed imputed
capital structure. ' '

Branch’s method of isolating debt costs for Citizens’
California water opgrations, though not precise, is the best
available estimate/based on the available data. Since Branch
propeses to use the best available approximation of the cost of
debt for Citizens’ California water operations, its proposed cost
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of debt will be appropriate for use in the adopted hypothetical
capital structure. Therefore, we will use 8.48% as the cost of
long-term debt for Citizens’ California water operations. P
Retwn on Common EQUity (ROE) e

This is the most difficult component of the rate of
return ecuation to evaluate. Citizens is requesting an” ROE of
14% - 15% for 1989 and 1990; while Branch recommends<i1-7s% as the
proper return for the two years.  Both Citizens ané Branch support
their recommendations by use of two market based financial models,
the discounted cash flow (DCF) model and r;sk/%rem;um (RP) model.
These financial models provide a range for ROE.

Branch applied its DCF and RP analys;s to a group of
investor-owned water utilities (the Group) which have sinilar
investment risk as Citizens’ Callzorn;a watexr operations and :or
which market data was readily avaxl&ble. Branch contends that the
only market data available for C1tizens was for its combined
operations which include telecommunications and energy operations.
Branch believes that market daté for Citizens’ combined operations
cannot be used to assess the busxness risk for zts water
operations.

Citizens strongly disagrees with Branch’s assertion that
Citizens’ market data :or/combined operations is net valid for its
California water operasians. Citizens asserts that Citizens is the
sole source of financimg for its water operations and the cost of
capital for Citizens is_the actual cost of capital for its
California water operations.

Branch and citlzens disagree regarding certain inputs to
their DCF and RP models.

cztxzens also faults Branch’s analysis for failing to
recognize the: particular risks faced by Citizens’ water operations
in california/ Citizens contends that it will be regquired to make
large investments for its water operat;ons to comply with the new
health.standards for domestic water supply. In addztzon, ‘¢itizens
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faces additional regulatory risk associated with disallowance of
approximately $300, 000° of plant for Francis.

Discussion

Both Branch and Citizens relied on financial mgﬁp&g/;;:/
arriving at their recommendations. We believe that the results of
various financial models are good starting pointS'as wéii as
analytical guides for establishing ROE and that the actual
determination of a reasonable ROE should be teg;gééd 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 &égcriptidns of cach model
contained in this record. Addztzonally, both parties have advanced
arguments in support of their analyses and a criticism of the input
assumptions used by the other party. -These arquments are not
addressed in this decision, glven our assessment that they do not
alter the model results. The'g models provide a reasonable range
from which to choose, and we will use them as a guidepost in
selecting Citizens’” ROE. zn the final analys;s, it is the
application of judgment, not the precision of these models, which
is the key to our decxsmon.

While we arg/ﬁot addressing the arguments in support of
the analyses made by each party, we think it is important to
address Citizens’ concerns regarding Branch’s use of the Group for
its analysis. We/Believe that since we are adopting a hypothetical
capital structu;g"which is representative of Citizens’” California
water operations; it is appropriate to use the Group for making the
DCF and RP analysms- Branch’/s. recommendat;on for all elements of
cost of capital (capital structure, ccst of debt, and ROE) are

/

/

3 ?hi% disallowance is explained latexr under the discussion of
Francms( results of operations.

- 27 -
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intended to represent Citizens’ California water opexdtions. To
this extent, Branch’s use of the Group in making ité DCF and RP
analysis is consistent with its‘premise and, therefore, is
reasonable. | //fﬁ

Returning to the question of applying judgment, we must
assess Citizens’ arguments that it faces ingreased risk during the
period covered by these proceedings., We recognize that Citizens
may experience additional risk due to more stringent water quality
standards. We also recognize the risk/associated with the
possibility of the plant disallowance/ for Francis. ‘But we doubt
whether these kinds of risks make giéizens' water operations as
risky as its telecommunications and enerxgy operations. We also
doubt if these risksfjustiry'an1122rease in the ROE. Since we are
imputing a capital structure and cost of long-term debt which are
representative of Citizens’ c&iirornia water operations, Citizens’
risks will also be similar téithose of a water utility.

Branch’s proposeg/ROE would provide Citizens a pretax
interest coverage of 3. 82x (see Table 10). Th;swcoverage with
Citizens’ adopted debt leverage of 45% would easily qualify it for

a ”AAA rating accordmné to the benchmark definition used by
Standard & Poor.

While we recognize that interest coverage and debt
leverage are not thé only indicators used by rating agenc;es when
assigning bond raﬁ&ng, an ROE of 11.75% would certainly improve
Citizens’ c¢hances of maintaining its “AAAY rating. After reviewing
all the evidence regarding Citizens’ risk and its need for capital
improvements we believe that an ROE of 11.75% is just and
reasonable zoé Citizens for the years 1989 and 1990. It will
‘enable Citizens to raise the necessary capital to finance its
construction plan in these years. This adopted ROE produces an
overall rafe of return of 10.28% for 1989 and 1990. Table 11 shows

the adopted capxtal ratio, cost factors, and weighted cost for 1989
and  1990. ‘ ‘
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Table 11 : .
Capi;el Cost welghteé///
sonponent ~Ra%l0S
| o
Long-term Debt 45.00% x 8.
Common Equity 55,00 x
100.00%
: to District - Salari 3 W

Citizens proposes to add one mere employee than Branch
believes o be reasonable for the test fear 1990 in the Sacramente
District. <Citizens contends that 1t/needs the new employee to
compensate for customer growth and the increase in workload
expected as result of new water quality requirements imposed by
DHS. According to Citizens, the/need for this new position is made
more critical by the fact thag/@he growth in the Sacramento .
District is taking place at distant ends of the system requiring
longer travel by service employees. Citizens opines that the need
for the new employee is justified by the fact that traffic
congestion in the 8acramento area increases the travel time for
service employees.

Branch’s reeemmendation against this new enmployee
position is based upon a comparison of 1988 and 1990 ratios of
customers per employee man-hour available. Branch contends that
even with one less employee, its estimated 1990 customer per
enployee man-hour ratio is lower than the ratio for 1988. Branch
believes that the decrease in customers per employee man-hour ratio
resulted from the hiring of two new employees in 1989 and that an
additienal employee is not needed for 1990. Branch contends that’
the impact of new water quality standards on manpowex requxrements

is unknown /and. thusvdoes not justi:y the new pos;tion-
‘ P ,

- 29 -
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3 oz

Citizens correctly states that the growth in its
Sacramento system is taking place at the distant ends of the
system. However, the growth to which Citizens alludes relates to .
flat rate customer connections. Flat rate customers do not have‘,f"
meters which are to be read, repaired, or maintained and thus wiil
not require visits by service employees. In fact, this is,trﬁe for
most of the customers in the Sacramento District becausg?x/
approximately 88% of the them are on flat rates. The;e&ore, the
need for the new employee is not justified on the basis of customer
growth or traffic congestion.

Next, we will consider Citizens’ clgim that the new
enployee will be needed to meet the new wa%gr quality regquirements
of the DHS. The precise nature of systeg/improvemepts to meet the
DHS’ water cuality standarxds is not kneyn at this time. Even if
system improvements are made in 1990, /they will increase Citizens’
capital expenditure, not its'operat'ons and maintenance expenses.
Therefore, the Citizens’ claim fox the new employee on this basis
is not justified for test year x990,

Since c;tzzens has not justified the need for the new
employee, we will not allowythe inclusion of the cost of the
employee in test year lssg/estzmate,.

E J! :Q !- eK’E '.

D.82~07-014 in Francis’ last general rate case
application (A,GOBOSL/Suthorizéd an interim general rate increase.
It also ordered further hearlngs to allow Franc;s an opportunity to
justify the 1nclus£6n of $299,100 worth of plant improvements in
its rate base.

Iin ac ordance with the interim oxder, further hearings in
A.60303 commenced on August 3, 1983. The hearings were interrupted
and postponed/so that parties could more erzectlvely part;c;pate in
the ;nvestigation on the CommLSSLOn’S own' motion (OIt 83-11—09)
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into Citizens’ practices regarding the transfer of real property
rights and management of its watershed resources.

Hearings in A.60303 had not resumed when Francis filed
this general rate increase application (A.89~03-031) anq/the rate
base issue was still unresolved. Therefore, on April 26, 1989, the
Commission issued D.89-04-061 closing A.60303 and dirééting parties
to resolve the rate base issue in A.89-03-031. /

As directed by the Commission, the rate base issue will
be resolved in this proceeding. However, since” parties had
requested additional time to prepare their testimony, further
hearings were held in Ferndale on Septemb%, 19 and 20, 1989 to
address the issue. During thg Septembe?/hearings, parties alse
addressed other disputed issues regarding Francis’ results of
operations shown in Tables 7 and 8. Because of the limited time
available since the completion of teg(September hearings, the
issues addressed during the hearings will be resolved in a separate
order. )

As to authorizing Francis an interim rate increase in
this proceeding, Francis and %;énch have agreed that Francis be.
authorized an interim rate increase based on Branch’s estimate of
the results of operations-raé 1989 and 1990 which excludes the
disputed expense and rate base items. Francis’ adopted summary of
earnings reflects this agréement. | |
Rate Desion

There is no disagreement between Citizens or Francis and
Branch regarding rate design. Branch recommends that the adopted
general metered service rates incdrpora;e the following guidelines:

1. Eliminate the lifeline consumption block
and have a single guantity rate for all
water/ used. ‘

Service charges be set to recover no more
than 50% of the metered customers’. share of
adopted fixed costs in the test years.
(Fixed costs. are gross revenue at adopted
rates less purchased power, purchased
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water, chemicals, income taxes, E
uncollectlbles, and any other costs wh;ch,f

vary with water usage). -
/

3. Final rates should net cause any customer
bill to go up more than twice the adopted
system average ;ncrease.

Branch also recommends that the rates in the Private Fire
Protection Service Schedule be increased by/Qhe adopted. system
average increase. t{//

Following is a brie£7descrip on of rate design for each
service area:.

Felt District

Citizens proposes tovreoover approximately 41% of its
fixed costs through service chaxge.

Branc¢h believes that/bmtlzens' proposed rate design is in -
accordance with the recommended guidelines.

s to Dist .!

Approximately 90% of Sacramento District customers are on
flat rate service schedule. Citizens proposes to increase, the flat
rate sexvice rates by the adopted system average increase for the
test yvears. /

Citizens proposes to recover approximately 35% of metered
customers’ fixed oosts through service charge.

Branch believes that Citizens’ proposed rate design is in
accordance with the recommended gquidelines.

Citizens proposes to recover approximately 74% of its
fixed costs through service charge. Although the proposed service
charge exceeds-Branch's recommended guidelines, Branch agrees with
Citizens’ broposal for the following reason:

; The Guerneville District’s service area is a semirural
resort where a szgnmficant numbex ©f customers de not reside for
the rull year. Consequently;_the average water use per customer
per monxh is approxrmately 700 cub;c reet, whzch is low but neot
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unusual for a system with part-time customers. Branch believes
that if the district is not allowed to recover more than 50% of Jits
fixed costs through service charge, the full-time customers in/éze
district would end up subsidizing the part-time customers.
Therefore, Branch recommends that Citizens be allowed‘to' ecover
74% of its fixed costs through sexvice charge in the Guerneville
District.

While Branch does not oppose Citizens” p opesal for
recovering 74% of the fixed cost through the service charge, it
opposed to certain special conditions of tariff Schedule No. GU=~1A.
Schedule GU~1A requires new customers to pay/their annual service
charge in advance in one lump sum. Spec;aI’COndition No. 4 of
S¢hedule GU-1A exempts Citizens from refundzng any portion of this
initial payment to a customer who termznates service within ten
nonths after first receiving serv1ce./ Citizens does not make the
refund even when another customer 1" subksequently served and pays
for serxrvice at the same location bezore the prevmous customer’s
year is up. Branch bellevesvthat even though this practlce does
not violate Citizens’ tariff rules, it is unfair because it allows
Citizens to collect more than once for the same service.

Therefore, Branch recommends that Special Conditien No. 4 should be
revised so that:

1. There is no tmme limit in which a customer
may receive a refund if he/she terminates
service jand another customer pays for and
is subsequently served at the same location
for the remainder of the initial customer’ s
annual service charge period.

Under no’ cmrcumstarces should the utili ty

re;emve paynent for the same service nmere
span once.

Fiﬁq&ly, Branch believes that for those new customers who
may have difficulty in making the entire annual service c¢harge

payment in one lump sum, Citmzens should accept payments in
znstallments. '
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Francis

Francis proposes to recover 34% of its fixed costs
through service chafges.

Branch believes that Francis’ proposed rate design
follows the recommended guidelines.

. .

Since Citizens has agreed with Branch’s rate design
recommendations and Branch’s recommendations rollow/%he
Commission’s policy regarding rate design, we wiY¥l adopt Branch’s

recommendations. r//

As to Branch’s recommendation to avlow new customers to.
pay the annual service charge in ins tallments, we note that Branch
does specify the number of payments to.Pe made. We believe that it
would be reasonable to allow new customers to pay the annual
service charge in four equal paymengs(made every three months.

During the PPHs in Felpen,‘Ferndale, and Guerneville,
numerous customers expressed dissatisfaction with Citizens. While
most speakers in Ferndale and Felton complained about the high
water rates and their inabi;ify to pay such rates, customers in
Guerneville complained abe#% high rates as well as poor service.

In additien to the statements made at the PPHs, the Commission has
received numerous. 1etters in expressing dissatisfaction with
Citizens’ service and/rates.

Further, epstomers in Guerneville District conducted a
survey of approximetely 600 custonmers through 2 questionnaire. The
responses to the questmonnalre expressed an overwhelming
dzssatmsractmon'yith the service and quality of water provided by
Citizens. The problems expressed by customers related to the taste
and appearanee/if the water and damage to clothing and plumbing

from the deposits in the water. Approx;mately 70% of the customers
surveyed have' to obtain bottled drmnklng water.
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Because of the service problems mentioned abeove,.
Sweetwater recommends that Citizens’ authorized :xéga:z return for
the Guerneville District be lower than that otherwxse found <o be
appropriate. Sweetwater and DHsual,o-make specific recommendations
regarding remedying the service problems im the Guerneville
District.

All recommendations regard%pé/:;rvice problems are
addressed in the discussion of ”Plamt Addition” for the Guerneville
District which follows.

Recommendatxons by DHS—and SVeetwater xe

DHS is concerned tﬁgt Citizens may be authorized a rate
increase while derlc;encles in the Guerneville District that pose a
health hazard may be uncdérected- Therefore, DHS recommends that
Citizens be ordered tosubmit a master plan to dbe approved by DHS
and the Commission which details deficiencies in the system and
establishes the methéd and order o: correcting the deficiencies.

Accord;ng to DHS, its request f£or a master plan does not
inply any restrmcélon‘on Citizens’ abkility to make emergency
repairs or improvements to the system. DHS maintains that its
concern is t?/é:e.that the health deficiencies are corrected.

Branch supports DHS’/ recommendation. :

s?@etwater not only supports DHS/ recommendation, it
recommends that Citizens’ proposed plant additions for 1989 and
1990 ke é&cluded from rate base. Sweetwater contends that Citizens
had undertaken plant modifications without any comprehensive
engzneer;ng study or plan which might Jjustify the modifications.
Sweetwater believes that DHS’ requested master plan will require
Ccitizens to make fucure modzflcatlonu in accordance with an
approved plan.

Sweetwater also takes issue with Branch’s analysis of
Citizens’ estimated plant additions of $227,000 for 1989 and

$194,000 for 1990. Branch'checked_the.reasonablenéss of Citizens’
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estimated plant additions by applying the linear regress;on
analysis, with appropriate inflation factor, to the %pst five years
of recorded plant additions. Sweetwater maintains that Branch’s
method is flawed in its failure to recognize that/égc 1986 plant
addition figure of $216,000 represents, in lar e measure, a one-
time extraordinary main replacement cost ;ngprred due to a once-in=-
a-century rainstorm. Sweetwater contends that if the 1986 data
point had been properly adjusted to discount for the extraordinary
plant addition cost, Branch’s linear regression analysis would have
provided a different conclusion regardxng the reasconableness of
Citizens’ estimated plant add;*zona/' Therefore, Sweetwater insists
that Citizens has failed tq~just;x§ its plant additions, and the
Commission must exclude those % om Citizens’” rate base.

While Citizens does not, oppose DHS’/ recommendation
regarding a master plan, it does have certain reservations about
it. Citizens believes tha such an order should be applicable to
deferrable projects and should not restrain Citizens’ abkility to
deal with emergencies agd to undertake necessary improvements.

Citizens belleves that Sweetwater’s: recommendatxon
regarding exelusion o: plant additions from rate base are without
merit. Citizens contends that Sweetwater’s recommendatiens were
made by a lay witngés-who‘is not equipped to evaluate. Citizens’
main replacement p&ogram. Citizens maintains that its witness
D’addio clearly}éxplained that the district’s main replacement
program over tné past several years has focused on severe leaks and
has not required an engingering master plan.

It is evident from the testimony provided at the PPHs and
the evidgﬂtiary hearings that the Guerneville District has serious
service/problems. Citizens needs to take prompt action to remedy
the problems in the district.

~ We believe that customexs are entitled to water wh;ch
meets the generally acceptable_standards of taste, smell, and
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appearance, is safe to drink, and does not harm clothes and
plumbing. DHS’ proposed master plan will be a significant step
towards achieving thap goal. Therefore, we will requirxe g}zizens
to submit a report containing its short-term and long-term plans to
improve the water sexvice in the Guernmeville District. /The plans
should list the proposed improvements in ordexr of priority and
should include a schedule as well as a cost estxmate for making the
lmprovements. Citizens should submit its report cntazn;ng the
plans within 120 days of the effective date of this order and
should provide a copy of this report to Sweetwater and DHS. Branch
should prepare a response to the report, arﬁér consultation with
DHS., within 90 days of its issuance.. Sweetwater and DHS may alse
file their response to the report w;thmn/éo days of its issuance.
Upon completion of the report Czt;zens/;hould notify each customer
in the Guerneville District, through;bmll inserts, that the repart
will be made availlable %o mndzvzdual customers uvpon request. We
will schedule further hearings to/consmder the proposals contained
in Citizens’ report and the responses- Since the proposals made in
Citizens’ report will have an iﬁpaction the Guerneville District
revenue requirements, we will defer the rate revision for the
Guerneville District (A.89~03-030) until the hearings are completed
and the Commission issues a decision. The proceeding in A.89-03-
030 will remain open to receive further evidence regarding service
problems in the district.

Turning to the question of the impact on Citizens’
earnings resulting from deferxing the rate increase for the
Guerneville District, we note that by its own estimation Citizens,
at current rates,Jwill achieve rates of return of 2.40% and 0.84%
with net revenueg" of $64,000 and $23,300 (Tables S and 6) for 1989
and 1990, respectively. It is clear that even if the rate increase

for the Guerngy;lle District is de:erred, c;tizens wzll contznue to
earn a positixf,rate of return. ‘
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Having deferred the rate increase for/the Guerneville
District until the service problems are addressed, we believe we
have adequately addressed all concerns ralsed/%y Sweetwater and
DHS. | - |

As directed by the Commission, /Branch prepared its report
on the rates and charges of the Montara/District (Exhibit 29).
Based on its analysis of results of. operat;ons, Branch has
concluded that Citizens is not earnmng a rate of return in excess
of the last authorized rate of returé for the Montara District.
Branch recommends that rates for. the Montara District need not be
revised. While Citizens does not/accept every aspect of Branch’s
analysis of the results of operqt;ons, it conecurs with Branch’s
recommendation regarding rate ;&justment for the district.

As to the disputed issues regardihg Branch’s results of
operations, Citizens and Braﬁéh belleve that the issues should be
addressed in the Montara District’s next general rate case.

We believe that since no rate adjustment is invelved, consideration
of other issues in the di#%rict’s-next general rate case will not
jeopardize ratepayers’ interest. Therefore, weiwill not address
the issues in this decisﬁon.

mzm;ng_gz_xazs_SBAngssx

The decision in these proceedings is not expected until
at least October 1989. Consequently, Citizens’ and Francis’ rate
of return for the 12~month period ending September 30, 1989 wzll
not exceed the author;zed rate of return in this decision.
Thererore, to smmplxry‘zmplementatlon of 1990 rates shortly after
1989 rates become/éfrective, Citizens and Francis request a waiver
from the requirem%nt to demonstrate the need for the step increase
in 1990. Branch/agrees with the request. Branch also agrees that
Citizens and Francis may file one advice letter for both increases.

The approach proposed by ci:izens and Francis‘will reduce
the expected rate‘shock‘bécaﬁsg the rate increase for 1989, which
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is significantly higher than the rate increase for X990, will go
into effect during the low use months of Novembe and December.
Also, the additional increase for 1990 will gg/&nto effect during
the 1ow use month of January. We wall adopt/the proposed methed of
implementing the rate changes.

indi ¢ Fact ‘ :

1. On February 3, 1989, the chmlss;on instxtuted an
lnvestmqatlon on its motion into rates and charges of Citizens’
Montara District.

2. On Maxrch 21, 1989, Citgzens<riied applications requesting
rate increase for water service/An its Felton, Sacramento, and
Guerneville Districts. Alseo, ,on March 21, 1989, Francis filed an
application requesting rate‘ﬁécrease-for water service.

3. Citizens’ and Fr?ncis' applications were consolidated
with the Montara D;strzc?/s investigation.

4. Francis is a wholly owned subsidiary of Citizens.

5. Citizens’ and/francxs' cost of capital is the same for
ratemaking purposes mn/thms proceedxng.

6. Citizens pr@poses 2 capxtal structure wzth 64.48% equity
and 35.52% debt.

7. c;tmzens’/proposed capital structure is based on its
actual consolidated ecquity ratie.

8. Branch/proposes‘an imputed capital structure of 55%
equity and 45% debt for ratemaking purxposes.

9. Branch’s proposed capital structure closely approximates
the capital structure of California Class “A” water utilities and
is representative of Citizens’ Califormia water‘operations.

10. Citizens is classified as a telecommunlcations utility by
Value Line ratlng service..
1l. Cthzens' consolidated equlty ratio though appropriate

for a teleccmmun;catmons ut;lity is: ‘not approprlate for a water
utilmty. :
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12. Based on Standard & Poor’s rating benchmark;, Citizens
will be able to maintain its ”“2AA” rating if Braneyf; proposed
capital structure is adopted for ratemaking purpeses.

13. Citizens and Branch propeose long—term/&ebt costs @f 7.95%
and 8.48%, respectively. : ‘

14. Citizens’ proposed cost of long-term debt reflects its
consolidated long-term debt cost.

15. Citizens propeoses to use its consolidated long-term debt
cost for its California waterx operatioﬁe.

l16. Branch’s proposed ¢ost of Yong-term debt is the best
available approximation of the long“term debt cost associated with
Citizens’ California watex operasgons.

17. Citizens requests an ROE of between 14% and 15% zor 1939
and 19950.

18. Branch recommends an ROE of 11.75% for 1989 and 1990.

19. Water utilities d&’not face the same business risk as
telecommunications and energy utilities.

20. An ROE of 1l. 75% would provide Citizens a pretax interest
coverage of 3.82x%.

21. A .pretax ingerest coverage of 3.82x combined with 45%
debt will cualify Citdizens a ”AAMN” rating according %o the
benchmark defznztion‘used”by Standard & Poor.

22.. An ROE of 11.75% will adequately cover Citizens’ risks
and would ;mprove/C1tlzens’ chances of maintaining its ”Axn”
rating.

23. An ROE of 11.75% will produce an overall rate of return
of 10.28% ror/1989 and 1990.

24. c;t&zens proposes to add one more employee than Branch
helieves. to'be reasonable for test year 1990 in the Sacramento
District. /

25. ,citizens requests the new employee to compensate for

stomeﬁ/growth and the increase in workload experted as a result
: or new water qual;ty requirements imposed by DES.
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)

26. Citizens’ projected customer growth wrll be for flat rate
service connections.

27. Flat rate customers do not requir visits by service
employees as the metered customers do.

28. DHS’ new water quality requirements are likely to
increase Citizens’ capital expenditurey/hot its operating expenses.

29. Citizens has not justified the need for the new employee
in test year 1990. .

30. Branch believes that C;g}zens' proposed rate design is in
accordance with the Commission’s econmended . guidelines.

31. Branch recommends that'$s peclal Condition No. 4 of tarif?

Schedule No. GU=1A for the Guerﬁevmlle District should be revised
50 that:

There is no time limit in which a customer
may recemve a/refund if he/she terminates
service and another customer pays for and .
is subsequeptly served at the same location
for the remainder of the initial customer S
annual sejymce charge period.

Under no ,circumstances should the utility
receive 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. '

33. It wqul? be appropriate to allow new customers to pay
their annual service charge in four ecqual installments paid every
three months. | ‘

34. Citxzens agrees with Branch's rate design
recommendat;ons.

3s. The/Guerneville District has serious service problems.

36. ci#izens has not taken the necessary steps to address the
service proelems in the Guernmeville District.

37. There is an immediate. need. to addreso the service.
problems in the Guerneville Dmstrxct.

.
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38. DHS requests that Citizens be ordered to provide’ a master
plan approved by the Commission and DES before making apf systenm
improvenents in the Guerneville District.

39. The master plan for system improvements g/pposed by DHS
and its implementation is a necessary step to correéet the serxvice
problems in the Guerneville District.

40. The steps needed to implement the master plan will have
an impact on the Guerneville District’s revende requirement.

41. Even if the rate revision is defexred at this time,
Citizens will continue to have a positizz/éii revenue and rate of
return in 1989 and 1990 for the Guerneville District.

42. In I.89-02-011, Branch reco énds no rate adjustment for
the Montara District. e//?m .

43. Branch and Citizens agree/that all ratemaking issues
pertainihg to the Méntara Distrisﬁ should be addressed in the
district’s next general rate case.
gonclusions of Law

1. Branch’s proposed capital structure cbnsisting of 55%
equity and 45% debt is reasohable and should be adopted for
ratemaking purposes.

2. A cost of 8.84% for Citizens’ long-term debt is
reasonable and should be/adcpted.

3. An ROE of 11’95% is just and reasonable for c;txzens for
1989 and 1990.

4. Citizens should be required to fmle a master plan for
system improvement in the Guerneville District.

- Further /evidentlary hearings should be held to address
the service prcblem in the Guerneville District and the rate
revision for the District should be deferred until the hearings are
completed and tﬁe Commission issues a decision.

6. The/Guerneville District’s tariff Schedule No. GU~1a

should be modified in accordance with Findings of Fact 31 and 32
when the did%rict's rates are revised.
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7. The applications should be granted to the extent provided
by the following oxder.

8. Because of Citizens’ and Francis’/ immediate need for rate
relief, this oxder should be made effective today.

9. Rates in the Montara_District/;hould not be revised.
QRDER

IT IS ORDERED that:

1. Citizens Utilities Company of California (Citizens) is
authorized to file revised Yariff schedules for its Felton and
Sacramento Districts attighed to this decicsion as Appendixes A and
B. These filings shall comply with CGeneral Orxder (GO) 96. The
effective date of the revised schedule in Appendix A shall be
5 days after the dat of filing. The effective date of the revised
schedule in Appendix B cshall be January 1, 1990. -

2. Francxﬁ/zand and Water Company is authorized to file
revised tarife §chedulesvattached to this decision as Appendixes A
and B. This filing shall comply with GO 96. The effective date of
the revised schedule in Appendix A shall be S5 days after the date
of £iling. ,The 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,
citizeqs shall file a report with the Commission’s Docket Office
inclu@ing a master plan for improving service in the Guerneville
District. A copy ©of the report shall be served to the Water
Utiiities Branch (Branch), the California Department of Health
Servmces (DHS), and the Sweetwater Sprlngs Water District
I(Sweetwater)

4. Branch shall review Citizens’ report on the Guerneville
District and, after consultation with DHS, file its response with

the Commission’s Docket Office to the report no later than 950 days
after the report is made available,
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S. DHS and Sweetwater may file their comments with tné////r

Commission’s Deocket Office on the report no later than 90/days
atter the report is made available.

6. Citizens shall netify each customer, through bill
inserts, that the report on the Guerneville District will be
available upon redquest.

7. Further hearing on Guernev;lle District’s service
problems will be held after Citizens’ report and Branch’s response
are made available.

8. The rate revision for the Guerng#ille‘nistrict shall be
deferred until further Commission drder-féllowingtthe hearings on
the district’s service problem. ' f//

9. The Guermeville District’s iff Schedule No. GU~1A
shall be modified in accordance wzth/%znd;ngs of Fact 21 and 22
when the district’s rates are rev;sed.

+10. Rates in Citizens’ Montara District will not be revised.
1l. The proceedings in A. 39-03 =028, A.89-03=029, and
1.89<02=-01) are closed. The proceedings in A.89=03-030 and
A.89-03-031 shall remain open/for further evidence.
This order is effective tcday..

Dated / - at San Francmsco, California.
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APPENDIX A-1
1 oL 3

Citizens Utilities Company of California
Felton D;str;ct

Eﬁl&gn_zszxzz_Axsﬁ
Schedule No. FE-1

APRLICABILITY
Applicable to all metered water service.
TERRITORY.

Felton and vicinity, Santa Cru unty.

RBATES
Per Meter
Pex. Month
QBADSA&X.BQ&Qﬁ_

For all water delivered, per 100 cu.ft. $ 1.609
Service ghargs: /.,.'v/

For 5/8 X 3/4=inch meter . ceeee $ 9.45
For 3/4-inch MeteT veverevrvoesnans  13.50
FQr 1-|,i~nch meter crrrrsersenrarene 18-90
For 1 1/2-inch meter ccvecrrvicnncens 32.490
For 2=-inch MeLeY ceececcecnvcnns 51.30
For /3=inch meter ceveevevesccses 97.25
For /’4-inch NELer stccvevcanreress 132.30

The Servzcc Charge is a readxness-tc-serve charge
which is’applicable to all metered service and to

which is added the ¢uantity charge computed at the
quantmty rates.

5s:xiss;Bsgﬁsgpliﬁnmans_snazgga

chfeach reestablishment of water service .... $ 4.10
/
SRECIAL "CONDITIONS

/

1. The service reestabllahment charge is in addition o the

charges calculated in accordance with this schedule and
will be made each time an account is reopened for a
customer at the time water service is to be restored after
d;scont;nuance at that customer’s- request.

(CQntipued)
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Citizens Utilities C6mpany of California
‘ Felton District
-S¢hedule No. FE-4

Felton Taxiff Area

ARRLICARILIIX

-

Applicabkle to all water service ﬂurnished/to privately owned
fire protection systems. ' '

LEBRITORY
Felton and vicinity, Santa Cruz County. (T)

RAIES Rex Month

each 4-inch diameter service/connection $ 12.95 (I)
each 6-inch diameter service connection  19.50
each 8-inch diameter servigce conmection  26.00
each 1l0-inch diameter service connection = 51.95
each 12=-inch diameter service conmnection 73.10 (I)

/

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

The maximum diameter/of the service connection will not be

more than the diameter of the main to which the service is
connected. .

The customer’s installation must be such as to separate
effectively 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 or other/similar device acceptable to the utility
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 be grounds for the
utility’s discontinuing the fire sprinkler service without
liability to the utility.

/
There shall 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 ' - ‘ S

(Continued) -
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Citizens Utilities Company of california
Felton District

Schedulé No. FE-6M
Felton Taxiff Axea
METERED RESALE_SERVICE
Applicable to all metered resale servicd{{
TERRITORY. ‘
Felton and vicinity, Santa Cruz County.

.RAIES .
Per Meter

. Pex Monih
Quantity Rates: ‘ .

For all water delivered, mer 100 cu.ft. $1.609

« //(
s '/

For 5/8 % 3/4=-inch mMeter sveeecrrecene. $ 9.45
For 3/4=inch MELEY ..vvvvvecncenns 13.50
For l-inch meter ...cevvcenveans 18.90
Fox 1 L/2-inch /MEeLer .vvcvrroccvcaca 32.40
For 2=inch meter s..evecvenvenes 51.30
FQI’ 3-inCh meter crrssarsny r’-‘r - oo 97 -25
For 4=inch meter ...cvevecvensne. 132.30

’
;

The Service Charge is a readiness-to-serve charge
which is applicable to all metered service and to

which is added the quantity charge computed at the
quantity rates. .

)

/
ice Reestablishment Charge:

For eacn/reestablishment of water sérvice eese $ 4.10

(END OF APPENDIX A-1)
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Citizens Utilities Company of California
Felton 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 he in
effect on that date. , o R . ‘

SCHERULE _XE=1
Service charge:

For 5/8 x 3/4=inch meter

For 3/4=inch meter

For l1-inch meter

For 1 1/2=inc¢h meter

For 2=inch meter

For 3=inch meter ..c.ecev.
For 4=iNnCh MELEY conveovaeo.

Quantity Rates:
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y
Citizens Utilities Company of Callfornza

Felton District

)
-t

Each of the following zncreases in rates may be put into
effect on the indicated date by filing a rate schedule which adds.

the appropriate increase to the rate whzch would othe

effect on that date.«

SCHERULE FE=4,

|
Private Fire Protection Servige: //f
For each 4-inch diameter service cannéctuon $
For each 6-inch diameter service cqpnection
For each 8-inch diameter service qonnect¢on
For

For:

each l0-inch diameter serxvice connection
each 1l2-inch diameter servic onnectmon-

réise be in

0545
0.70
0.95
1085
2.65




A.89=-03=-028 et al.

APPENDIX B-1
3 0f 3

Citizens Utilities Company of Califernia
Felton District

Each of the following increases in rates may be put into

effect on the indicated date by filing a rate schedul§6%hich adds
the appropriate increase to the rate which would otherwise be in
effect on that date. _ o

SCHEDULE FE=OM

Service charge: , ////i
FOX 5/8 % 3/4=inch Meter ........./e.'$ 0.35

For 3/4-inch meter ..vceveoeee.. 0.50
For l=inch meter cevmecedeciis 0,70
Fox 1 l/2-inch meter sesresfonsaas 1215
Fox 2=inch meter c..ecldevenans | 1.85
Fox 3=inch meter ..:7[t...,..., 3.50

For 4=-inch meter ...leescecees  4.75

Quantity Rates: 

i
W

For all water delivered .per‘loo=cu.tti 0.057

(END OF APPENDIX B-1)
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Citizens Utilities Company of Callzornla
Felton District

ADQRTED QUANTITIES

\
Name of COmpany- c;tizens Utll;tzes cOmpany Br California

District: Feltcn

1. Net=to-Gross Multiplier: 1.68325
2. Federal Tax Rate:  34.12%

3. State Tax Rate: 9.3%

4. Uncollectibles Rate: 0.576%

Qffsetable Yiens | ; Test Yeaxs
y 21282 2999

XwWwnh/Ccf~ Electric Pump 0.98- 0.98
Electrzc Boostens ;

KWh (Total) ° | 133&733‘ 184,014

Average Cost/KWh $ 0.11043 $ 0.11043
Total Cost of Power ' $ 20 289 $ 20,321
Ad Valorem Taxes ‘ ‘ S 14,702 $ 14,570

n'

|
I
I
i
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Citizens Utilities Company of California
Felton District

ADROPIED QUANTITIES

5/8 x 3/4
3/4

L

111/2

’ 2

3

4

Total

8. Metered Water Sales = ¢cf

Total water delivered 187,485 ; 187,774

o ‘ o

4~inch or smaller | o
é~inch - _ -

\
l

Total

(END OF APPENDIX c=1)
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citizens Utilities Company of Callrornza
Felton Dmstrzct |

\l
y

Income Tax Calculatlons

Operating Revenues '
Deductions

0 & M Expense
Depr charged to O & M
A & G Expense
Taxes other than Income
Allocation of Interest

Subtotal Deductions

Taxable Income Before Tax Depreciation
State Tax Depreciation

Staﬁe Taxabléirncome
State Income Tax

Taxakle Income Before Tax De
Federal Tax Depreciation
State Income Tax

Federal Taxable Income
Federal Income Tax

Amortization of I.T.!
Reversal of S. Ga. Method‘

Net Federal Income Tax . ‘ 36.0'

\
Total Income Taxes | 46 7

Income Tax Rates J
State 5 » 9.30%
Federal // 34.12%

7/

(END OF APPENDIX D-1) |

|

i
|

[
|
1

168.8
(6.7)

116.4
23.4
35.0

336.9

169.7
49.3

120.4
1l.2
169.7
423.7
.2
114.8
39.2

2. l
-7

36.4
47{6

9.30%
34.12%
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Citizens Utilities Company of California
Felton District

Comparison of typical bmlls for residential metered customers
of various usage level and average usage level at /present and
authorized rates for the year 1289+

(S/S'x 3/4=inch metersog‘
_ g

At Present : At Muthorized Percent
Monthly Usage : Rates / Rates ‘ Increase

(100 Cubic Feet)

0 $ 7.00
5 13.42
10 20.77,
12 (Average)
20
30 | 57. 7J
50 89. 901_
60 94.27 105199ﬁ‘
70 108.97 122.08"
80 / 123.67 - 138.17
90 / 138.37 |
153.07
300.07

. Y
447.07 492;153

" (END OF APPENDIX E-1)
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Citizens Utilities Company of california
Sacramento District

Schedule No. SAC-L

Sacramento District

ARRLICARILITY
Applicable to all metered water service.
IERRITORY

The unincorporated communities, subdivisions, and adfacent
areas generally known as Cordova, Rosemont, Parkway Estates,
Lindale, Foothill Farms, Arlington Heights, Linwood, Loretto
Heights, Arden Highlands, Arden Estates, E1l Camino Terrace, El
Caminoe Square and the City of Isleton and vicinity in )
Sacramento County and unincorporated areas in Placer County.

l.
RATES | ' - g _
o ' ’ ' . Per Meter

Quantity Rates: |

For all water delivered, per 100 cu.ft.! $ 0.383
Sexvice GCharde: //

, / ;
For 5/8 x 3/4-1nch/meter cevassscnnseves 3 6,75
Tor 3/4=inch meter c..ceccecensnas 7.55
For l-inch meter ....c.cvvevenee.s  10.20
For L 1l/2-igch meter ..ecersrrocrnee 13.8¢0
For 2-i‘nch meter > o ses s ressrden 18.70
For 3-inch meter ...ecrcoevcnn..  32.75
For 4=inch Meter ..coceccscencen 46.80

For 6=inch meter ...ceecvveecnen  77.20
For /8-inch meter .......cc.....i 114.65

The Servﬁé; Charge is a readiness~to-sexrve charge
which is’ applicable to all metered service and to
which  is added the monthly charge computed at the
Quantity Rates. - . - o

o
)
I
I
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Citizens Utilities Company of California
Schedule No. SAC-2R

Sacramento District

APRPLICARILITY

Applicable to all residential water se iée on a flat rate
basis.

ZERRITORY

The unincorporated communities, subdivisions, and adjacent
areas generally known as Cordova/ Rosemont, Parkway Estates,
Lindale, Foothill Farms, Arl;ngton Heights, Linwoed, Loretto
He;ghts, Arden Highlands, Axden Estates, El Camino Terrace, EL
Camino Square and vicinity ip/ Sacramento County and
unincorporated areas in Placer County. .

RATES . : ' Per Service
~Rex Month

. Fer 2 single~family residence, including
premises, having the foXlowing areas:

4 500 sq" :t. or less L B I O B N O BN N B O AN TN 3 s 8 90
4,501 to 8,000 SU/ f5. t.vvvrcceenenes  12.00

For each addzt;onal/;eSLdence on the same -
premises and -erved from the same service
comection ......“..........‘..-....'..-... . 8.00

For each 1, 000 sq. L. or part of the area
in excess of sqooo =1 O 4 - 0.35

o '.

1. The above/residential flat rate charges apply to servige
connect;ons not larger than 3/4 ;nch 1n d;ameter.

All servxce not ¢overed by the above class;f;cat;on will be
furnished only on a meter basis.

A meter may be installed at optzon of utzlxty or customer
for above classifications in which event service thereafter
will be furnished only on the basis of Schedule No. 1,
General Metered Service. After a meter is installed,
metered sexvice must be continued for at least 12 months
before serv;ce w111 again be £urn;shed at flat rates.

“
\\
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Citizens Utilities Company of Calzfornza
Schedule No. SAC-4

Rist:

, . _ : .
. .! /
Applicable to all. water service rendered *or pr{;ate fire
protection purposes.

TERRIIORX ;

The unincorporated communities, subdxvxsmons, and adjacent
areas generally known as Cordova, Roeemont, Parkway Estates,
Lindale, Foothill Farms, Arlington He;ght&, Linwood, Loretto
Heights, Arden Highlands, Arden Estates, El Camino Terrace, El
Camino Square and the City of Isleton and vicinity in
Sacramento County and the unincorporated community of Linceln
Oaks and vicinity in Sacramento/and Placer Counties.

: A !

For each 4-inch connection, or smaller ..... $ 14.25

. For each 6-«inch connectzon sessscrencmnsneans 21.40

For each 8=inch connection ..eeecsversren-ss 28.50

For each 10~inch CONNECtION eeeevcercsvversas  59.30

For each 12-inch COonNecion .vceeccevesccaveas 83.10

SPECIAL _CONDITIONS ' |

1. The customer will/pay without refund the entire cost of
installing the serv;ce connection. h

The maximum dmameter of the service coﬁnection-will not be

more ‘than the /diameter of the main to which the service is
connected. ﬁ

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 a2 part of the
sprinkler’ service installation there shall be a detector
check with by-pass meter or other similar device acceptable
to the company which will indicate the use of water. The
utmllty’may require a bi-annual test of the detector check
installation at customer cost as a condition of furnishing
service. Any unauthorized use will ke charged for at the
reqgular established rate for general nmetered servzce,
and/or-may be grounds for the company’s discontinuing the
fire sprmnkler service without l;abillty to the company.

The company will supply enly such water at such pressure as
may be available from time %o tinme as the result of its
normal operation of the system.

(END OF APPENDIX A=2)
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Citizens Utilities Company of California
Sacramento 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. _ ‘ P

i
co
ol
i

. SCHEDULE._SAG-1
Sexrvice charge:

FQI 5/8 x 3/4-inCh meter erss s rnvoce 0-‘$ 0-20
For 3/4=inch meter ..coveceeuden. 0.20
For l~-inch metexr .......dft...; 0.30
~ For 1 1/2-inch-meter ....../ee.ce.;  0.40
; For 2=inch meter ...cefeveeee.. 0.55
For 3=inch meter ..;;/f | 0.95

For Q-inCh mete: LR R L O B S N A P Y wE’ 1-40
FO.’L‘ 6-inCh meter l/..v---..-v-‘.« ‘n 2&30
For 8~inch meter /o.uieececaneal  3.40

\l

Quantity Rates: ' o |

|

For all water delivered, per 100 cu.ft. 0.012

il
il
|
[

|
I
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Citizens Utilities Company of California
Sacramento 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 otlerwise be in
effect on that.date. . = = - ‘

e

|
Iy
;
|

SCHEDULE_SAC=2R
Residential Flat Rate Service:

For a single-family residence, including |
premises, having the following areas:

4,500 Sq- ft- OZ' leSS svepssdreocsnsae
4,501 tO 8’000 sq.- tt- .o-a/..loovo--

For each additional residenmce’ on the same|

premises and served from the’ same service
CONNECTIOoN soceevcrmrccnnadinraiiovanns

!
| | | U
Foxr each 1,000 sg. f£t. oxr' part of the area
in excess of 8,000 sq. ft. cerecneeeess |

)
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Citizens Utilities Company of Calz:ornxa
Sacramento District q

Each of the following increases in rates may be put inte
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. « . i

| Eftecsivedate
| 1320
SSHEDULE SAC=4

Private Fire Protection Service:

For each 4-inch connection, or smallerl/ﬁ.. $ 0.40
For ecach 6=inch COnNCEtion .cvavevses 0.70.

For each 8=-inch connection t........udt.i.. 0.95
For each 1l0=inch connection ..ceeee.. )

LR K L O 1025
Foxr each l2~inch connegtion;,,....‘di,..l..' 1.7

i
[
|
V
|
I
I
\
i
)
I
l

W
l
lI
i
I
1
|

|
.

|

i
i

(END OF APPENDIX B-2)
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Citizens Utilities Company of California
Sacramentc District

ADQEIED;QQBEIIIIE&
Name of Company: Citizens Utilities company ?: California

District: Sacramento

1. Net~to=-Gross Multiplier: 1.67942
2. Federal Tax Rate: 34.12%

3, State Tax Rater 2.30%

4. Uncollectibles Rate: 0.164%

5. Franchise Tax Rate: 2.0%

QEfsetable Items
| 2990
an/cZ:- Electric Pump 0.980 0.980
Electric Boosters .
KWh (Total) 18, 671\677 19,304,815
Average Cost/KWh $ 0. 06978: $ 0.06578
Total Cost of Power $ 1,302,895  $ 1,347,090

Ad Valorem Taxes | $ 214’350- $ 218,647
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Citizens Utilities Company of California
Sacramento District |

8. Numh9x_Qz_ﬁaxxisss_:_uaﬁax_sizﬁ‘

5/8 x 3/4

Total
9. Metered Water Sales = ¢of |
Total water delivereé//’57194;552 ' 5,433,618

4=inch or smalle ’ 44
6=~inch S 147
8=-inch :
10=-inch
12-inch

Total

/ _
4,500 sg.ft. & Less 4,427
4,501 to /8,000 25,594
8,001 to/ 9,000 3,428
9,001 to 10,000 1,821
10,001 o 11,000 1,272
11,001 to 12,000 626
12,001 /£0 13,000 357
13,00V & Larger 592

Subtotal . 38,117
Additional Units 4

Tgﬁhl 38,121

L/”’

(END OF APPENDIX C-2)




A.89-03-028 et al.

APPENDIX D-2

Citizens Utilities COmpany of cgl;rornla
Sacramento Distriet |

',Income Tax Calculationé

ﬁ
(Tn?usands of Dollars)

- Operating Revenues
Deductions

Depr charged to O & M ' 4) : (73.4)
A & G Expense : 2 2,092.8
Taxes other than Income a 307.6
Allocation of Interest ’ 366. 380.0
_ Subtetal Deductions ) o4 5,619.2

Taxable Income Before Tax Deprecla on { 3,366.8
State Tax Depreciation 326. 1,322.7

State Taxable Income | 728 2,044.1
State Income Tax ,:,‘ 190.1

Taxable Income Before Tax Deprec;atmcn  ; - 3,366.8-
Federal Tax Depreciation /. |9 1,211.8
State Income Tax ‘ ' L %3 190.1

Federal Taxable Income/ ! o 1,964.9‘
Federal Income Tax -9 . 670.4

Amortization of I.TLC. ‘ 48,8 48.8
Reversal of S; Ga. Method v 5. 15.5

Net Federal Incope Tax | 9.6 . 606.1
Total Income Txxes ‘ f,. 796.2

Income Tax Rates
State

9.30%
Federal

34.12%
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C;tlzensyvtzlltzes cOmpany of California

|
|

Sacramento District

Comparison of typical bills for res;dentlal metered customers..-
of various usage level and average usage level at present and -
authorized rates for the year 1989.

u(

|
genexal Masgzﬁd ﬁﬂ:!lﬁﬁ“

e

’

(5/8 x 3/4=inch’ meters): ‘ //////

: : At Present : At Authorized : Percent

: Monthly Usage : .Rates = : _.Rateg/f : Increase
(100 Cubic Feet) - ;

o5 s.73 f 17.4 %

5 7.14 s,ej 21.3

10 8.79 10.5% 20.4

15, 10.43 12.5% 19.8

20 12.08 14;4w 19.3

23 (Average) 13.0 15.Sﬁy 19.1

30 - 15/37 18-24“ 28.7

50 1.95 25?96% 18.0

60 // 25.24 29.73ﬂ 17.8

70 28.53. 33156£ 17.6

80 . 31.82 37.39] 17.5

90 35.11 41.22i 17.4

100 38.40 45uos% 17.3

200 | 71.30 es.ssﬁ 16.9

300 104.20 121.65 16.8

(END. OF APPENDIX E-~3)
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Francis Land & Water COmpany
Schedule No. 1 4
ﬁENEBAILlﬂﬂUﬂﬂﬂLJﬂﬂ&;IQE“

ARRLICARILITY
Applicable to all metered water service. ? S/

TERRITORX o

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

RAILS

\f
i
o
|

| Per Meter
| ' Pex Mopsh
Quantity Rates: b

j

-
-

For all water delivered,,ijfwloo cu.ftl $ 1.980

For 5/8 x 3/4=inch mete:/.....

For 3/4=-inch meter

Fox l-inch meter

For 1 1l/2=inch meter

For 2-inch meter .oecevrvncscohn

For 3-incCh MeLer .vvvvecereerecnse

For 4-inch/metexr .ceevvercoccnans

For 6=-inch meter .

For 8=inCh meter ....cveveveaan. 153.15
The Service cﬂ;rge is a read;ness-to-serve charge
which is appYicable to all metered service and to

which is added the quant;ty charge computed at the
Quantity Rates. -
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Francis Land & Water Company

Schedule No. 4

4
1

APRLICARILITY

j
Applicable to all water service rendered for przvate’fzre
protection purposes.

.

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

RATES

For each 4=-inch connectxon, or smaller ..... § 14.25
For each 6-inch connection ....../C......... 2%.40
For each 8-inch comnection ...../ ‘ 28.50
For each l1l0=-inch connection ...ofesecvecencse 59.30
For each 12-inch: connectlon ..441........;-.. 83.10

The customer will pay W1thout refund the entire cost of
installing the servicé connection.

1
The maximum diameter of the service connection will not be

more than the diameter of the main to whzch the service is
connected. /

S :

Where service connection is 6 inches in diameter or larger
and supplied from a water main within 1,000 feet of a 10-

or 1l2=-inch main, the rate will be based on the size of the
main from whxch such connect;on is supplxed.

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 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. servxce, and/or may be grounds for the
company’s discontinuing the fzre spr;nkler service w;thout
l;ab;lmty to the company. :

“ (continued)

I
i
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Francis rand & Water cOmpaﬁy

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. otherwzse be in~
effect on that date.. S “

SCHERQULE 1
Service ¢harge:

For 5/8 x 3/4=inch meter
For 3/4=-inch meter ....eve..

For l=-in¢h meter .....-...aft.k
For 1 1/2=inch meter‘..-....;/ﬁ...d
For 2=iNCh MeLeY ceccrrepfencns’
Foxr 3=inch meter .-...a/t...-.@
For 4=-inch meter .ceovsfecevecon,
For _ é=-inch meter ...J....ccv..l

: FQ:’ s-inCh meter - --c-.-;.--..o‘f

Quantity Rates: j
For all water delivere per\loqfcu.rt+

/7
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Francis Land & Water Compdhy
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 othexwise be in

-etfgct on that date. . 1 //,f
_ | Y :
v A=d=20

Private Fire Protection Service:

For each 4=~inch connection, or smaller .... $ 0.30
For each 6-inch Comnection .c.crevceeecesecses 0.50
For each s-incn-ccnnection_:zzf.p....... 0.65

- e

For each 10-inch connection /.ceevssseccno.  1.35
For each lz-inch:connectiiﬁ/l...,..,.....7.,- 1.85
) A . ) \H

(END OF APPENDIX B-3)
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Francis Land & Water Company
ADOPTED QUANTITIES |
Name of Company: Francis Land & Water Company
L. Neteto~Gross Multiplier: 1.67471
2. Federal Tax Rate: 34.12%

3. State Tax Rate: 9.3%
4. Uncollectibles Rate: 0.070%

Qifsetable Ttens
KWh/czt- Electric Punp 5.592
- Electric Boostexs W
KWh (Total) | 57,541
Average Cost/XWh $ O.io726
Total Cost of Power $ %,172

S _ o
6. Ad Valorem Taxes $ 7,174

1220
0.592

58,443
$ 0.10726
$ 6,269
$ 5,761
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Francis Land & Water-cOmpa$y7‘

.7._ - = .o

5/8 x 3/4
3/4

4=inch or’
6=-inch

Totaif

(END QOF APPENDIX C=-3)
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Francis Land & Water Company

Income‘TaxJCalculationsf

Operating Revenues
Peductions

Q & M Expense

Depx charged to 0 & M
A & G Expense

Taxes other than Income
Allocation of Interest

Subtotal‘Dedﬁctions

Taxable Income Before Tax Deprec;at;on'

State Tax Depreciation
State Taxable Income

State Income Tax r4

Taxable Income Before Tax Depreciation
Federal Tax Deprecia
State Income Tax

Federal Taxable In?é;e-

4
Federal Income Tax

amortization of/I.T.C.
Reversal of S./Ga. Method

Net"Fedéral'Encpme Tax
Total zncomé_Taxes
Income Taxf Rates.

State
Federal

{

|

A289 \ 2990
(Thousands of Dol;ars)

e

248.6

5.6
(6.3)
72.4
0.1
22.2
184.0

64.5
15.6

48.9
4.6
64.5
22.3
4.5
37.7
12.9

105”
4

11.0
15.6

9.30%
34.22%

(END OF APPENDIX D-3)
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Francis Land & Water Compdby
\

Comparlson of typical bills for residential metered customers
of various usage Jlevel and average usage level at present and
authorized rates for the year 1939. v

Genexal Mekexed ﬁﬁ:xisaﬁ
(5/8 % 3/4=inch meters)g
b

A

At Present. At AutXorized Pexrcent
Monthly Usage " Rates ~ .JFQtE$A L Increase

(100. Cubic Feet)

0o §$ 5.75
5 11.95
10 (Average)
15
20
30
50 .25 107. 55'
60 : 127, 35
70 : .05. 147.15[
127.45 166, 9§
142.85 . 186. 75
158.25 206. sﬂ |
312.25 . 404. ssf

466.25 | 'soz ss

(END OF APPENDIX E~3)




