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Decision No. 88829 MAY 161978, 
'::{ .:: i : . ", "'j 

BEFORE TEE PUBLIC UTILITIES COMMIsstor~ OF THE STATE OF CALIFORNIA 
'. ;, ~ ; 

," Application of CITIZENS UTILITIES ) 
COM? ANY OF CALIFORNIA to inC'.c-ease l 
its rates and charges for its 
Saeramerit~ County Water District. 

, . ) 

. Application No .. ,., 56$60: ' 
(Filed November.·~lOp .. , '1976~, 

amended November, 30" 1976r 

Jchn H. Engel, Attorney at Law, for 
Citizens Ut.ili ties Compa."'lY of 
Cali.f'ornia, appli ca..'"lt. 

Jack Wright, for Foothill F~~ Improvement 
Association; a.."i.d George D. Burma, for 
him.self; protestan:es • 

. 'Mary Carlos, Attorney, at Law, for the 
Commission starf~ 

o ? I N I: 0 N 
- - - - ""1 -- ..... 

Citizens Utilitie~ Company of California (Citizens­
California), Water District for Sac::amento County, (WDSC) ~ 8., wholly owned 
subsidiary of Citizens 'Utilities Company (Citizens-Delaware), 

seeks a'"l increase in water rates in a 1975 test year of 

$1,533,100 or 94 percent over cu.-rent rates.lI Citizens-, 

California seeks a ra-ee of retu...'""n of 10. '14. i>ercent 'on depreciated' 
rat.e base. 

Duly :::oticed publi c hea.-ings were held before Adminis't.rati vc 

Law Judge Joh.."l. Mallory in Sacrame:e:eo on November 14 th.."'"O':lghl6;, 1977 
and·in San Francisco on November 17, lS, and 21 and Dec~er 20 .. '1977'. 

Citizens-Cali:f'ornia .::..eeks a revenue increase of' $4J.$, 500· for ' 
metered service, a."'l i:.erease ,in. fiat-rate service of $990,. 700~ 
and an increase in fire 'Crotection. service of $103,100. The 
revenue increase for f5·'-e protection service waS revised at: ,the 
heari.."'lg. 
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Evidence was presented on behalf of Citizens-California, the 

Com:nission staff, and the p'I'operty owners of Sabre City Mobile 
Home Estates. Six customers residing within the 'WDSC made 
oral statements in opposition to inC%'eases in rates of the 

magnitude sought in tb~ application. Several of the protestants 
pointed out that the percentage increase in metered water rates 
for certain areas exceeds the average increase sought herein. 
Description of Citizens-CalifonU.a 

Citizens-California, which has its principal office in 
Redding~ Califo:rnia, is a wholly owned subsidiary of Citizens';' 
Delaware~ which has its administrative office in Stamford, 
Connecticut. 'Accounting, engineering, administrative~ and 
other se:vices are performed for the WDSC at the Redding. and 

Stamford locati. ons. CitiZens-California also has an office at 
Sacramento at which administrative, engineering, and other 
services are performed forthe ~SC. 
DesCtiption of Facilities 

The WSC eons~sts of six s;eparate water systems known 
as Lincoln Oaks, Royal Oaks, Arden., Suburban, >Parkway, and city 

of Isleton. These subsystems serve tmincorporated comrmmities' 
and subdivisions in Sacramento County adjacent to the city of 
Sacramento and in the city of Isleton. Rates have not c.een 
raised since 1965. 
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As of Septe:ber 30, 1977, 2:3,725 cUStomers were being fu...~shed water 

service, 21,669 of these are. £u.~ished service on a flat-rate basis, 
and 2,056 'being metered. Addit.ionally, 120 private fire protection 
connections and 1, $65 public l'ire hydran'ts are serviced. 

Rates 

Citizens-california presently has eigh~ minimum rate 
sched1.lles, eight fiat-rate schedules~ and s1?' private~ and six public 

i"ire protection schedules in the six noncontiguous areas 'Within the· 

district. As proposed by Citizens-california,. these schedules would 
,~. '. 

be consolidated into one minimum rate schedule with no allowance for 
lifeline rates, one flat-rate schedule, one private, andonei>ublic 
fire protection s·chedw.e. 

Unless the CommiSSion grants a substa.n~ial increase~ the e staff r-eco::Jmends·.that Citizens-California retain the current'rate 
schedules and that a~y increase in rates first be directed towards 
the reduction or eli:linat.ion, if possible, of the variations. in the' 
schedules with the ultimate goal of consolidating them. into one service 
charge schedule. , 

Staff i'u.~her recommends that: 

a. The fut.ure consolidation include the conversion 
of minimum rate schedules to service charge rate 
schedules. 

b. A 300-cubic foot lifeline quantity be included 
in the service cbargeschedule .. 

c. A."'lY increase in the 300-cubic foot lifeline 
quantity be less than the average increase. 

The order herein authorizes a substantial rate increase. 
Therefore, schedules should be consolidated, and the rates adopted herein 
should reneC't the crite:-ia Set forth in paragraphs a, '0, and c,': abov,e .. 
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Sta££ ~nat1on Of 
Aeeounting Records 

The sta££ report coneerning its analysis of Ci ti ze:lS­
California·s accounting reeord.s is set forth in Exhibit 9. 

The following tabulation presents a summa.."j" of the sta£f 
exceptions noted during the examination of the books ofaceount· and 
physieal plant of the 'WDSC. 

: Exception: 

'!AE!U;.~ 

Summa.r;r or Audit. Exce'Otions 

. . :Accumulated : Net· . 
' . 

: __ No;,,;,;·;;..;-__ : ____ ...;;De=sc~n;.::·;..:;'?.;;.;u::..;· o;.:.;n;...-. ___ .;;..: _;;.;;Aaou:a;;;;,.;;.,,;;;;;;;t~......:..:De;;.;;..:,;'P;.;.re.;..e;;.;;i;;.;;a...;.ti;;;.o_n:;;.;;.· __ .Adj..;;.:..~...;· ...;,tm_e_ll:...;t. __ : .' 

Adjustments to Utili "toy. Plant 

1 Excessive A..~ Rate Used. 

2 AFODC Tsken on !t!eter:s P...u'Cb.a3ed 

'3 Capit.alization 0-:' P:res~ Tank 
Pai:c:t.1:lg. ~ 

4 Understated Ret1remen~ 0-: 
L &:0 M.ains. 

" Capit-31 :i-zation' o£Fire HyCra:o:t. 
Relocation. ~ 

6 LinwOod AeC!.Ui~ tion-
Belli ngrath Well il2 

7 Diserep.a:lcies Between CPR· s 

6 

and. Actual Plant 

Total Ac!justme:l.t to Utility 
Plant . 

Other Rat.e Ba:5e Adjustments 

Linwood Aequ.:i.:s.it1on -
Acq.nsi.tion Adjustment 

$36,9~ 

909 

1,944 

1,264: 

300 

23,9l4 

19.945 

85,259 
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$ 2,335 $~,6i.s 

4,) 866 

88l. l,06J. 

1,264 -. 
l4 2S6 

8,613· 15,;01: . 

17:647 2 y29S 

30,797 54,.462 



A.56$60 lc * 
e 

Item 7 above is ~ sta££ adjustment designed to ,eliminate 
discrepancies between Citizens-Calit'ornia's cO:1tin'Uo'Us property 
records (CPR's) a..."ld actual plant, as more specifically detailed'in 

Exh±bit 9. Cit.izens-California presented testimony to point out -ehat 
certain of the apparent discrepa..."lcies i:1 the total amount of S$,4S1 ' 
were incorrect. . The wi bess did nO't dispu.te the remainder 0'£; the, alleged 
discrepa."lcies be-eween property :-ecords and actual plant. We, find that 
Citizens-California • s re cords should be adjust.ed as proposed by the . ;' " 

staff' in Item 7 of Exhibit 9, with -ene exception of ad.iustments for' 
Tango, Wlldrose, Van Maren, A-Park.way a..."ld L~ndonberry Wells, a.."'ld 
Rhineway Well No.2. 

Tl;le stai'f adjustments to ·Citizens-Californ1a's books and' 

records set forth in Items 2 through 6 in Table 1 were not disputed 
by Citizens-California, and the company should be directed to revise 
i -es records in accorda."lce therewi tn. 

eRate of Return , 
The director of -ehe Salo:o.on Brothers Center for the Study of 

Financial Institutions at New York University presented evidence with 
respect to a fair rate o£ retu.~ applicable to original cos-e rate 
base for the WDSC. The witness selected three methods of 
financial comparison and .analysis to dete%mine his recommended 
rate of return and retu.-n' on common equity. Based on his studies, 
the witness determined that a .return on cocmon equity of 13 percent 
'and a :-ate of ret:u.""':l i:l the :"a:lge o£ 11.16· percent to 11.2, percent ' 
would. be ;:-easonable in co~eetion with. Citizens-cali£orn.1a·5 capital 
structure £0:" a 1975 test year. . .. ' 

A financial examiner from the Commission's Finance Division 
presented the recommendationso! the Commission s~f. The witness 
recommended a :"ate of retu..-n. in the ra.."lge of S. SO percent to 9.10 
percent, which would result in an ea...~ allowance for co:nmon equity in 

the range of 9 .. 74 percent t~ 10_21 pe:rcen: on the consolidated capital 
_ st:ruc~e of applicant' s p ... r~nt cC>m?8XlY ~ .Citizens-Delaware." The witness 
., testified that his report in Exhibit 11 is the same as that presented,.:tn 
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Application No. 56543, Washington Water ~~d tight. Because'that 
report had oeen prepared several monthS in advance' of the hearing 
and because the cost of short-term debt had,risensince his ,report 
had been prepared, the witness recommended that the COmmission adopt 
for this pu.-pose of this proceeding -ehe top of his: recom:llended range, 
or a 9·1 percent rate of return, which provides an earning allowance for 
common equity of 10-00 percent On a capital s-eruCtu.-e con,sisting<o£' 
33·52 percent debt. a.."'ld 66.4S percent equity and an averag~cost of' 
debt of 7.33 percent. 

We adopt the staff recommendation as reasonable;.. That 
rate of :-etu.-n and allowance for, ea...ow.nings on co::con eo..ui ty is substantially 
the same as we :-ecently adopted in Application No. 56700, Citizens 
Utilities COm'Oanv of' Ca1if'ornia (Felton District) and-in Application 
No. 5670l, Fra.."'leis La.."'ld Company., It also corresponds to. the 9.0 percent 

rate of re1;u.-n found reasonable whe!l adequate service is provided in 

eoecisions Nos~ SSl25 th...""Ough $8129 (dated November 22, 1977) in' 

applications involving Citizens-California;s Guerneville and Montara 
Water Districts and Larkfield Water Company. North Los, Altos Water 
Company, and Inverness Water COmpa."'ly. 
Comparative Sumna..-v of' Ea....-nings 

'. Citizens-California a...."d the staff presented estimated 
summaries of earnings for the WDSC for a 1978 test year.. The 
follOWing table compares the :evisedestimates of appliCant, 
including those for fire protection revenues and expenses, set forth 
in Exhibit 22, and the revised estimates of the staff set forth in . , 

Exhi bi t ll-~ , 
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CITIZENS TJ'I'I!.I'I'!ES COMI>A..vt: 0:- CALIFORNIA 
Water District :or Sacrament.o Count.y 

Item -
O::>eratincz: Revenues 

Metered. COmmercial $ 453,200 $ 451.,600 
Flat Rate Commerd..3l 1,075,400 1,131,300 
Fire Protection 79,900 92,.700. 
Other 28z200 . :2bz:1oo 

'!ot..al Operat.1:lg Rev. 1,6;36,700 1,711,7oo 
Operation & Maint.. Exoenses 

Sal.ar1e~ and. liage~ 328,900 . 2)0,000 
Mat.er1aJ.:l, Services, &: M:Ue. 110,300 ~,900 
Pump1rIg Power 222,600 222,200 
Tr~portation Expense 71,600.' 60,000 
Cu:Jtomer Aecount.il:lg. M1.sc. 78,;00· 7l,7oo 
Telephone ana Telegraph :3,900 3,900 
Sales Promotion 700 700 a:t:Jl Operation &: Ma:int.. Exp. 816,500 682~' 

. & General. ~es 
Admin. , Office Expenses l42,400 75,100 
Coawon Plant ~es 44,;tX> 43 .. 000 
Legal & Regula:to:y Come. 23,600 2,4Oi> 
Insura:cce 8,600 4,$00 
Injuries .and. Damages 51,·900 l3,2OO 
Wel!are and Pensions ec,aoo 25,200 
Rents 200 200 
MiseelJ..aneou:s and.. Per Diem 1,000 l,ooo 
Mmlagement Study Allocation - 1z~ Total Admin. & General ~. 352,800 i66, 

Taxes other 'rllan Income Truces 
Payl'Oll Taxes 25,;00: 20,100 
Fran~T~ 3,100 3,200 
Ad Valorem Taxes 326,400 120.000. 

Ter.,al Taxes Ot:cer Than Income 
Taxes· 355,000 173,300 

Deprecia.tion 402,,200. '347,900 
Ineo~ l'.sxe~ ~72z:~)' 

'l'ot.8l- Oper. Rev. De<!uetiolll5 1,,926,;00 l,297; 
Net. ~rat1ng' Revenues (289",800) 4l4,100 
Average Rate Ba:se 7,82'(,200 5,&;)1,400 
_ot:tetum (;3.7C$) 7-m c • . 

(Red Fig.u-e) 

-$-

$ 824.,200 $ 820,800 
2,053,800 2,184,aocr 

200,700 1.71,000 
2S,200' 22:500. 

3,106;900 3,229',100 

:328',900: 230,000 
109 ,BOO 93,·900 
222,600· 222 .. 200 
71 600' 60,000 , . 

78,;C¢ 7l~700' 
3,900 3,900 

'm 700 
816, ·682,400 

l.42 .. 4OO, 75,100 . 
44 '300, ,. 

4:3 .. 000 . ., . 
2>,.60Cf· 2,400 
8",600 . 4,;00 

51,900 J3,200 
60,800 25,200 

200· 200 
1,000 1,000 .' 

- 1z9oo. 
352,866 166,500 . 

25,;00.' 20100· , , 

6200: :3 200' '600 . , 
44l.. ': 150:000~'. 

473'300 In,,~ 

4OZ~ZX)' '347'900" ., 
2aQ:;700 :zg2;z400 

2,295,000 2,C/9S.,400 . 
• I'. 

8ll.,900 1130'700' . , ''''.,,' 
7.,SZ!,200 5.,601~400:' 

", 
10··3'7%, 2O~19% 
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Rate Base 

The following -eable compares the average depreciated rate 
base ~or the ~sc for the test year as developed bytbe applicant 
and the staff .. 

e 

TAS[.;E 3-' .. " .. 
CITIZENS UTILITIES-C"a;,pANrOF CALIFORNIA 

Water District for Saeramento cOunty 

Comparison of Applicant and Staf'fAverage Depreciated Rate Base 
Test Year 1978 ' ' 

~ ... 
,,''','' 

Applicant Sta!! 
.... '\' 

,', 

Item Exhibit. 7 Exhibit 11-A .Difference - f" 

Utility Plant in Service $19~032,lOO $17,1:37,500 $1, $94,600' 

Reserve for Depreciation (2:546:600) (2:4.52:000) (94:600) 

Net.Utility Plant in 
16,485,500 14,685,,500 1,$00,,000 Service 

Common Utility Plant 52,$00 40,700. l2~100',' . 
Materials and Supplies 20,500 16",000' 4,,50~ 

Working 'Cash l4,600 (161,300.) 175,900 

Minimum Bank B31ances 3'2,$00 )2,~OO 

Non-interest-Bearing C.W.I.P. 18794.00 1$7,400 

Cus-eomers 9 Advances for 
Construction (S; 2$7, 500) . ( 8, :;01,9'00) 14,400' , 

., 
Contributions in .tid of 

Constru.ction (269,300) (290,700): 21',400 

Reserve for Deferred Inco~e 
Taxes ~4Q2:600) ~2S6z200) ~22z700) 

, ' .. , , 

Average Rate Base 7,827,200 . 5,601,400' 2,225~800 

(Red Figure) 
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The stai'f also presented in Exhibit l2~A an alternative 
development in wbich the reserve tor deferred income taxes is 
computed in the ma~er adopted by the COmmission in Pacific Ttle~hone 
and Telegra.ph Comeanz,. Decision No. S7S)S i,nApplicationNo.' 535S7. . 

, The reserve for deferred income tax computed in that :::la."'lller is 

I 

, $601,$00,. as compa..-ed. ~th $386,.900 in the foregoing table. The staff' 
witness est.i~ted that. the $21,4.,.900 diffe:-ence in that reserve wo1.lld 
generate $41,700 in gross revenue reduction for test year197S. The' 
witness did not reco::nnend that the deferred income tax reserve be, 
computed in the manner adopted in Decision No. S7$3S because that 
deciSion is stayed pending review by the Cali1'or:ia Supreme,' Cou...-e., 

Citizens-Califo:nia presented rebuttal testimony and exbibits 
, i 

with respect to the staff development of disputed rate base components. 
Utility Pla~t In Service 

The staff a~d Citizens-California developed their estimates 
for utility plant in service at the md-point of the test year, except 
that Citizens-California rolled back to the beginning of the yea:: 
·::additions i:lvolving nonrevenue producing items totaling $876-,.000.: Half 
of that amount is included in Citizelis-Califorr.ia's rate base. Citizens-
cali£o=nia asserts that such method was adopted by the Commission in 
Jackson Water Works. Inc., Decision No. $7609 dated July'19" "19n in 

.Application No. 55430. The staff conceded that the rollback method 

is appropriate for major items of nonrevenu~ pla.'"lt additions,. but 
failed to make such provision in its ex"'ibi1;.. Citizens-Call.forr.:ia's 
method will be accepted. 

The balance of the di.fference results from the estimates for 
pla.-"t additiOns. Rebuttal Exhibit 32 shows that 'Chestaft . estimates 
of net plant additions £0::- 1977 a.-"d 1975, are $1,75.3,.400 less, than, 
Citizens-california. Exhibit U sh.ows th.e details of plant additions 
accomplished by Ci~izens-Cali!or:na through the close of 1977,a."ld 
supports Citizens-Calii'ornia's estimates for 1977 a..-"d, inpart.,.ior 1975., 

-10-
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e The record shows that the WSC i~ growing rapidly. due to n~ 
residential and'business construction'and that additional 
facilities are required to'supply adequate' service to new 
customers. The principal plant excluded by the staff was the 
treatment plant for the new Pe:'si:tmon Avenue Well. 'I'hetreat:m.ent 

p~nt would allegedly remove iron and manganesewbich are aesthetic 

qualities. Citizens-California estimates that the trea tmentplant 

will cost $800,000; however, the est:£mate is questionable as no, 
construction plans or specifications have been p:epared. Citizens-. 

California main1:ains that the California Department of Health 
requi:es that tteatment be p:ovided to remove iron and manganese 
before the Persimmon Avenue Well can be put on line. Exhibit ·17 
was submitted to support that contention. Exhibit 17 is a .letter 

from a Department: of Health staff engineer. In our opinion, it 
does not: constitute an, order from the Depa...-tment of Health~ We will 
not include the tteat::1ent plant in our adopted :esults. Except for 
the t=eatment plant, Citizens-Califomia' s estimate of net utility e plant in. se...-vice appears to :core reasonably :t'eP::esent ae~1. and 
projeeted growth of its system; therefore, Citizens-California's' 

estimates less $800,000 will be accepted. 
Co~~on Plant in Service 
The staff's estimates conform to methods heretofore adopted 

in related proceedings ~~d will be accepted. 
Materials and Sup'Olies 
The staff dev:eloped its estimates based on 'historical data 

for the years 1974,. 197$, and 1976~ Recuttal Exhibit 3:3 was. presented' 
to show that the staff estimates fail to take into account customer 
growth and inf'lat.ion, and that. the wrong basic da;;a were used. The 
exhibit shows t.h.at if the sta.f'.f estimate is corre,:cted for an error, 

the three . average s used would in crease from $16, 0'00 toSl7, 000.. It . 
.further adjustment is made to renect1977 dat/.a., the requirement is for 

$22,000. Adjust;ents for ini'lation and custOmer growth. furt~er in.crease 
the estimate. Citizens-California·s estimate is J.:e·ss' than.' shown in its' 

rebut.tal exhibit and will 1, ~ adopted. 

~ Working cash 
The COcmission staff estimates include a negative working 

cas~a11ow~~ce of $161,300. Citizens-Calitorniaused a company-wide 
-11-
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lead-lag study as a basis for its estimate. '!he staff used the 
simplified oasis described in Uniform Bractice (U-16) o~ the 
Commission's Utilities Division. Rebuttal Exhibit 35 compares the 

data used by t.he staff~ a.."'ld adjustments thereto recomm.endedby' 
Citizens-california. The staff estimates assertedly fai~l to include 
certain test year allocated expenses and fail to provide for a lag 
in the col.J:ection of revenues for both metered: and non-metered 
services. Cit.izens-California's revisions t.o the staff data as 

, sho\>Jll in Rebuttal Exh!:bit 35 ind,icat.e that-working cash allowance 
developed on the simplified method would be $57,.542 £orthe'test. 

year. 
Exhibit 36 shows in detail the dev~l~pment of the 

. test year working cash allowance for the WDSC based on, the 

lead-lag s'ttldy of Citizens-California which as:sertedly was" 
approved by the staff for use in related proceedings~ ,That, study 
produces a working cash allowance of Sl4,.600 §6r'the test. year. The e lead-lag study of applicant isreasonabl.e a..":.d ~~Lll be adopted., 
, Minimum Bank Balances 

Applicant" included $32~SOO £or minimUm bank baJ.ances. The 
staf£ excluded any allowance, in accordance w.i.th the COmmission's 
holding in Washim:ton W~yer and Light Co., Dec~ision No. $3610 dated 

. J>",' .. .".' ,I, '. 

October 16, 1974 in Application No.- 5432;. That h.olding was' followed 
. ',~ .. . . :: . 

in Jackson Wate:- Works Inc., supra .. , No previsi,on. will be made' 

for minimum bank bdances. 
Non-inter~st-Bearing ·CWIP 
Cit.izens-california includes a.""l a1lo\-\~a."'lce of $lS7,400 for 

non-interest-bearing CWIP. No provision is :nade by ihe staff. 'The 

statf' wi t:less ~est.ifi~a that his originalesti~ate wasthes'ame' as t.hat 
I '. I '" • 

of C.it.izens-california. However, the st;.aff~witness revised his estimate 

at the hearing, on the baSis that Citizens-California's estimteof the, 

constrUction w?rk in progress to be ca.......r,ied beydnd the, test year is'" 
included in. the staff's estimate of 197$ pla."'lt additions. Inasmuch. as 
we have allowed all of 197=- plant additions in the utility'plan:t. figure • e adopted above,. no allowance w:i.11'be made for non-interest-bea:ring cWrp.,~ 

• • .' ,< , ' 
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CUS~mers· Advances for Const.-uction 
~~d Contributions In Aid of Construction 
Only minor differences appear.. We 'Will accep-c the: staff's 

~stimate of these items. 
Reserve For Deferred Income Taxes 

As reserve for deferred income tax ~Lries with' the 
utility plant, we will adop1: an amount based 0tI. our adopted net: 
utility plant. We will :lot use the ave=aging nl.ethod d~veloped 

in the Pacific Telephone proceeding. tmtil that.method .has been 

approved by the California Supreme Court. (See discussion of 
,.federal income taxes,. p. 21.) , , ..;. ___ ... ~ . 

. TABLE 4 

CITIZENS UTILITIES COMP)u~ OFCALIFORNlA 
Water District for Sacramento County 

Adopted R~te Base 
1975 Test Ye~ 

Net Utility Plant in. Service 
Common Utility Plant 
MateriaJ.sand Supplies 
Working Cash Allowances 
Customers· Advances for COnstruction 
Contributions in Aid of Construction 
Reserve, for Deferred Income Taxes 

Total 
(Red Figu.-e ) 

Operating Revenues 

$l5,685,500 

.,JlO~700 
20~500,· 

14,606: . 
"" ' ' 

(S,301,900) 
(290,.700) . 

. (400 r OOO) 

$6,.768:,700i 

Citizens-caliiornia stipulated at nearing that th.estaff t s', 
estimates of metered commercial revenues were reasonable. The 
difference in revenue estimates for flat-rate commercial servi~e 
results from the difference in number of customers. We adopt the 
stai'f· s estimates which 3--<;) highe::- than ap?licant· s as we, believe the e staff· s estimates more rea.::>onablY renect the customer ~owth. expected 
in the test year .. 
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Citizens-California has entered into con~racts With the 
Arden Fire District a.."'ld the Arcade Fire District. under provisions 
of General Order No. 103 which provide that those districts shall 
perform ma.i:ltena.."'lce of public fire hydra.."'lt-s Within said. districts. 
The contracts have been approved by advice letter filings. Contracts 
were also under ,negotiation with the Florin Fire District. and the 
Citrus Heights Fire District. According 'Co Citizens-Ca1ifornia's 
Rebuttal Exhibits 2;2 a."'ld 23. test year operating ~evenues should be 
reduced to renect;the lower charges resulting from those contracts 
and operating expenses should be reduced in the amount that: applicant 
estimates would cover the present cost of maintenance of the fire 
hyd:-ants. The revenue reductions are $21,.120. under present rat'es and 

$57,006 under proposed rates. The corresponding expense reduction,. 
calculated at $3 per hydrant, is $2,739. The adjustments to fire 
protectio:l revenues and expense.s developed in Exhibit 22 are reasonable 
and Will be accepted. 

The staff estimate of other revenue was developed by 
increasing the combined historical revenue totals for co~struction 
water andreconnectio~s by its estimated percentage increase in 
revenues for metered water service. No increase is sought in 
reconnections cbarges, Or in the ta..'""iff sheet applicable to . construction 
water furnished in the lincol:l Oaks subdistri ct.lI We adopt as; 
reasonable an estimate of $,36,100. 
Operating and Maintenance Expenses 

The major dii'ferences between applicant and the staff are 
i.."l. the categories of' salaries and wages, materials and miscellaneous, 
transportation expense, and customer accou.."'lting. 

There are no separate tariff' sheet.s for fu.-n::tshing construct,ion 
water in other subdistricts. 
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Salaries and Wages 
The difference 0£S9S,900 in salaries and wages resu1~s 

pri:n.arily from the number of employees and from use' of different.· 
s~ary and wage levels. Rebuttal Exhibit 24 compares the 
methods used by staff and applica.."'J.t.. That exhibit adjusts. :the 
wage expense of $230,000 estimated by the' staff to· reflect· increased 
amounts for overtime wages, for additional employees, to' apply the 
latest kno'Wn wage rates, and to fu...-t.her adjust wages for expected 
wage and sala.~ increases.. The. net adjustment for overtime wage 
ra~es of $10,400 is reasonable and will be adopted. 

Applicant estimated that in the test year it will -employ 28 persons in the WDSC. Staff estimated 24 persons .• 
Both 'estimates reflect increased, employment above. the 1977 level. 
It appears certain that 27 positiOns will be filled during the e test year~--That sta£!1:ig is adop~eC: for ~hepifrP-o'~e' of tbig·:proceeding. -

Applicant included in its estimated wage costs trended 
wages based on its estimate of wage increases would be· granted 

- . 

pursuant to wage contracts st.i11. to be negotiat.ed. It. is the -
Co:amission'spolicy to use only known increases in wages -io· estimate 
~est year expenses. To ~he extent that wage increases were not 
granted or were not. pa...-t of a n~gotiated wage contract, .the wage 
increases should be excluded froI:l :test year expenses. We adopt wage 
~~d sal~~ expenses of $271,100 for the test year. 

Materials a.."'ld rtd.scellaneous . 
The difference of $1$,900 between app1ic~~t ~~d staff 

stems from the different methods used to trend historical expenses. 
We have r€lviewed the.me~b.ods used and accept app1ican~'s revised 
estimate of $109,SOO~' 
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Trans~ortation Exnense . 
The st,aff·s estimate of transportation expenses was 

based on a projeetion of historical costs. Applica:c:c' $ estimate 
is based upon annualizing the experience of the first six months 
of 1977, a."ld removing an a:>propnate charge to co,nstruction. 
Applicant·s me'thod appears reasonable and is adopted. 

Other Operation a~d ~Aintenance Expenses 
We will accept the staff's estimate of pumping power, 

customer acco\:l.ting a.."'ld miscellaneous" telephone and telegraph, 
and sales promotion e~ense. 
Administrative a~d General E~enses 

The principal differences between applicant and staff 
lie with ad:inistrative office expense, legal and regulatory expense~ 
insurance, injuries a.."'ld da::ages, and welfare and pensions~ and. an. 
allocation to:' a managetlent. study of' Cit.izens-Delaware ordered by 
the Commission. 

Ad~~nistrative Office Expenses 
Administrative office expenses ~~ from two sources, 

Stamford, Connecticut,. a.."ld Redding,. California. ' Services includin~' 
general management and supervision, engineering, acco'tl.."'lting, financial. 
legal, a.."ld others are performed in Stamford, Connecticut~ by Citizens­
Califo::-cia fo: its su'bsidia::Les ~ Certain ma.."'lagemedt and superviso~ ~:~ . 
accounting',and billing, a.."ld other re?orting services,for Citizens­
California 'a."ld its Caliform.a affiliates, including applicant" are 
performed. at an administ::-ative office in Redding, Cali,fo::-nia.. In 

" ' addition, eer:.ain. pla."l'C in th.e Sac:'amento office of Ci'tizens-California 
is used for the- be:lei'i t. of all water operations of that>\company' and 
affilia:ee water companies in California .. 

The Sta::n£o:d a:ld. Redding administrative office '\.~~el:lses are 
in part charged di::-ectly to the subsidia::-ies,. affiliates, 'and distriCts 

" 
for which the expenses we~e specifically incurred; in part'c:harged to 
capital accoU!lts; and in part acC'!.l:l'Ulated in clearing accoun-hs and 

. \\ . 

distributed to the subsidiaries, districts, and California aff.iliates 
'';. " ' '\' -

on t.lle basiS of an allocation formula called the fO'Ul'-factorformula 
Originated by, the staff in 1956. '\: 

" , '\ 
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Based on criteria se-e .f'or-eh in prior clecisions involViDg, 
\ ' \~' / 

Citizens-california, the staff estimated test year 1977 administrative 
office expenses to beS75,lOO. 

A thorough presentation on the allocation of these costs to 
California for the yea:: 1976 was presented by appl~cant and the staff 
in the application of Jackson Water Wo.ks. Inc, ;s..r Decision No. 87609 
d.ated July 19,. 1977 in Application No .. 55430,. the Co:::tDission set ,forth 

the total allocati,ons of $465,.000 to all, California operat:tons of the' 
Redding al'ld Stamford ad::linistrative office expenses. Under the 
circumstances we will adop'C staff's estimate of adnti.nistrative office 
expenses for the pu.-poses or ~his proceeding. 

Legal ~~~ Regula-eorv E~nses 
The follOwing is a comparison' of the, estimates of the staff 

and applicant of the costs of this rate p:-oceeding. 

~ Applicant. Staff" Dif'ferenee ' 

Direct Charges Th...""Ougb. 9/30/77" $47,200 ' $$47,200 
Estimated Cost of Rearing Preparation '9,.900 1,.100 $,,$00' 
Estima-e.ed' Cos-e. of Hea.-ing 11% 100 3, .. , 700~; 7;400, 

'Total Rate Case ExP;enses 6S~'2ClO: '.4,.$00 63 .. 400 
Annual Amortization1! 22,.700 1 .. 200:"21,.500' 

]j' , Applicant used 3 yea::s versus st.aff's 4 years.,' 
The staff allowed t.he sala.-y for an in-house a-e.torney for, 

five days in its esti:n.ate of the rate case cos'Cs,. and did not make 
a:Ay allowance for the Citizens-Delawa...-e Rate Depar'tment, personnel Or 

Citizens-california perso::l!lel pa.""ticipating in the pro'ceedings.The 
staff also elimi:lated 50 percent of the sala.."'7 of witness Bromagem and 
69 percen't of 'the sala..."'7 of witness S'tradley from. Redding and Sacramento 
expe~ses to be allocated, but then did not make provision i'orcb.arging 
diree'tly to this rate. case the costs of their participation. The stai:f . 
aJ.so did not include a.."lY' allowa..'"lce in t.he rate case expenses for the 

, ' 

outside consultant whotes'tii'ied concerning rate of return. 

We adopt as r~<.\sonable for this proceeding total r.s.te case 
expenses $4.4,600, which amounts are consistent With expenses adopted 
in Fra"lcis L~~d a~d Water C-'). (Application No. 56700) and Citizens­
Cali i'ornia (Fel t.on District). (Applica"t.ion No.. 56701) and'other rece~t . 
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ra~e proceedL~gs of Ci~izens. Such costs should be amortized over a 
pe~iod of three years, inasmuch as we expect ~he rate increase 
gra.."lted herein to be in effect for that period. 

P-..;:rsuan-e to a.~ order issued 'by Commissioner Robert Satinorich,: 

Citizens-Delaware contracted for a management study, the results of which 
were ~he subject of Decision No. e76oS~ Decision No. S760S,. as amended 

'by Decision No. &'7776,. authorized $23,900 for the cost of the study to 
be allocated among tohe ten california subsidiarie~; of Citizens-Delaware 

'I! ' ' , . 

over five years. Of the total cost, $1,900 per year was allocated to 
applic~:t. 

We adopt total legal and regulatory expenses of $16,$00 for' 

the tes~ year~ 
Insu~~~ce a~d In~uries a~d Damages 
The record shows that the staff used historical data for 

trending purposes which are less than tb.e amou.."lts shown in annual 

repo~s filed "-'ith the Co:n:nission. Testimony in connect:tonwith 

Rebuttal Exhibit ZS indicates that the difference results from failure 
to include allocated amounts from Stamford a..~d Redding. To .be 

consistent with our method of allocating Stamford and Redding expenses 

c~ged to the district, insura.."lce and inju.'"'"ies, and damages expenses 
should i.."lclude such alloca't.ed a:nounts. We adopt applica..."lt ~s estimate 
of insurance expense and of injuries and damages expenses. 

Welfare a~d Pensions 

Applicant determined welfare and pension 'expenses based 

upon the latest act.ua...-ial costs which reflect the significa."lt impact 

of the recently enacted Federal Em:ployee Retirement Income: Security 
Act (ERISA). Applica.."lt projected a substantial increase in these 
expe!'lses _ for test yea:::- 197t. Staff's estima:ee dl:d. not tak~ into 

consideration the effect of ERISA. The staff reduced its estimate. by 
$$,000 for the costs o..f 'the Employee Efficiency Incentive F"md (EEIF). 

That reduction was based on applicant'S 197$" estimate of theF:EIFj::/ 

EEIFwas disallowed in DeciSion No. 76996 dated March 24~ 1970, in 
Application No .. 4S$l05 (Citizens-California - Guerneville District) 
as such expense is in th.e na~ure of a bonus and sh.ould .be paid by 
stockholders .. 
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We adopt applicant's estimate of welfare and pension expenses' 
reduced by the estimated cost of theEEIF y or $72~SOO. 
Taxes Other Than Income 

The difference in payroll taxes between the staff and 
applicant stems from the difference in their estimate of salaries 
and wages for the test year. Payroll taxes should be adjusted to, 
reflect- the a:o.ount of salaries and "Wages adopted herein~ or$2l~OOO. 

Assessments for ad valorem taxes are currently made by 
the State Board of Equalization. Prior to the 1976:-77 tax year,. 

assessments. were made by the Sacramento County Assessor. Rebuttal 
Exhibit 38A shows applicant's estimate of, 1978 ad' valorem taxes to­
be $303,.642 at present rates and $441~446 at proposed rates based 
on the methods understood by Citizens-california to be used by the 
State Board of Equ.a.l1za.tion. That method assertedly uses. a 
combination of the capitalized earning approach and the historic 
cost less depreciation approach. While it is likely ad valorem 
taxes will increase With increasixig plant, it is not likely they 
will increase by a la.rge magnitude over the recent past amounts, 
which for the 1975-76 tax year;were $195,200 and' for the 1976-77 
tax year were $192,200. We will adopt an amount based on our 
adopted plant estimate. 

Local franchise taxes which a...~ determined in Part,'by revenues 
will be adjusted based upon, the rates authorized herein. 
Depreciation Expense 

Both the staff a~d applicant computed dep~eciation expense 
by the straight-line re:ca.i:c.ing life method a..~d applied t.he depreciat.ion 
rates by acco~~ts to the average beginning a~d end~of-year·depreciable 
plant balances. The depreciation rates were submitted to this 
Com:nission in 1973., ' A new study is to be submitted in 197$:. The. 
differences be-eween applicant's and staff's estimates of depreciation' 
expenses and reserves are due to the ef"fect of different estimates of; 
pla:lt additions. 
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Inasmuch as we adopt Citizeil.s-C41iforn:ta' s estimate 
of net utility plant less $800,000 for the treatment plant,: we 

also adopt its estimate of depreciation expense less $16,200 for 
the treatment plant. 

Income Taxes 

Applicant and the staff used the same principles in calculating 
income taxes. Their determination of inCOme taxes di1'1'er because 01' 
di1'1'erences in revenue and expense levels • 

. Applicant and the staff used 1'or this proceeding, :the same 

procedures .,1'or determining tax depreciation (straight-line for federal 
taxes, a."ld 'liCera1~zed on a fiow-tbrough basis for state taXes) as 

those used for other rate applications 01' Citizens-Cali£ornia.consider~d 

by the Co::l:llission since Decision No~ $3610 dated October 16, 1974 in 
Application No. 54;2; (Washington Water and Light Co.). The staff 

recognized in its presentation that a different treatment of tax 
depreciation was adopted in Decision No. S7$3S in. Application No. 535$7 e (Pacific Tele'Ohone and Telegraph Co.). The sta.!1' showed in Exhibit llA 

the revised 1'ederal income taxies and. the revisions to the reserve for 

deferred income tax included ihrate base that would be necessary if 

tax depreciation was determined by the method established in Decision 
No. S7S3.S. The staff witness did not recommend that the' Commission 

1'ollow Decision No. S7S3S tax precepts in this proceeding because they 

were U:lder further review pursuant toa california Supreme Court mandate. 

The Commission has now issued its further decision. in the 
rema."'lded proceeding (Decision No. S7S3S dated September 13" 1977). 
Among other things" the Commission 1'ound: 

"Under the no~ization method we a.~ adopting for 
rate making pu.-poses, tax depreciation expense for 
ratemaki:lg pu.-poses will be computed on a straight­
line basis while federal ~axes will be compu~ed on 
an accelera'ted depre ciation basis. The difference 
between the two tax computations will be accounted 
1'or in a de1'erred t.ax reserve. The average sum of 
the test yea: deferred tax reserve and the de1'erred 
tax reserve 1'or the three next subsequent years 
shall be' deducted from rate base in the test year. 
As a result 01' each of the deductions from rate 
based federal tax expense will be re co:npu~ed on 
the same basis in the test year for.the test year 
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and t.he t.hree co:-responding subseouent years, 
t.hus mat.ching the estimated tax. deferral .a:nount 
for each period with t.he estimated federal tax 
expense tor the same period. This method com~lies 
With Treasu...-y Regulation. 1.167(1) - (1) (h) (0)· 
and is normalization acco~ting.~ (~imeo. page4S.) 
No adjustment has been made in federal income taxes, the 

deferred taX reserve, or in the required revenues. in this proceeding 
in accordance 'With the precepts a.dopted-in -ehe Pacific Tele-ohone 

proceeding. However,. in Exhibit 12" it is shown tb.a.t if we were 
to- base rates on the precepts in the ~f;'~ Telephone proceed!ng~ 

. . 
the gross revenue reduction would be $41,.700 due to the change in 

,e' . ' • 

the reserve for deferred income tax and $7 ~500 due to- change ·in 
investment tax credit. A:r:1y increase authorized by this decision 
will be subject to refund together with appropriate interest 
pending the final outcome of the remaud tax issue. 

For the ?u.~oses of this proceeding, income taxes will be 
determined by methods used by the staff based on the net revenue 
resulting from the rate inc:-ease autho:-ized herein.· The sta.ff report 
sets forth a net-to-gross;multip1ier of 2.154, based on a Cru.ifornia 
corporation franchise tax rate of' 9.0 percent·, federal income tax. 

rate of 4S percent,. at'ld local fran.chise tax rate of· 1.$9 percent of 
revenue. 

Recently we ir:l?uted test. year federal income t.axes 
on an.. as-paid oas:l;s, rather on the method used "by applica.."'lt 
and the st.a£:f". However, we can..."'lot deter=ine from. this 
record (or fro~ the record ~ current related proceedings) 

whether any federal inco::n.e taxes for 1975 will be paid by t.he 
tax-paying ent.ity (in t.his case, Citizens-Delaware).21 It is 

actual 
our 

In recent rate increase proceedings involving Ai.r California 
(Decision No. S793S dated October 4.,1977 in Application No. 56790) 
and Pacific Southwest Airlines (Decision No. 8$l$O' dated November 29, 
1977 in Application No. 56973) no provision was made iIi" test year 
operating results because the p~n't co::n.pany of' each airline 
wo1Jld incur no federal income tax l~abilit.y in the. testyear~ 
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int.c::lt in fu't.ure proceedingsinvol '<nng Ci t.izens-California and 
other subsidia...""'ies of Ci tizens-Delawa.re to disallow a.'1.y provision 
fo:: £ec.e::al income taxes u.."lless it ca.."l be shown t.ha'to sucr-taxes 
a..-e a~ually being paid. If' such taxes~e paid,. we intend to make 
provision for feder.l1 income t.axes in relationship t.o Cit.izens-Delaware's 
tot.al est.i~t.ed tax liabilit.y for t.he test. year. 

We direCt. o~ Finance Division t.o make an investigat.ion ~"ld 
to report'in t.he next rat.e increase proceeding involving subsidiaries 
of Citizens-Delaware conee:::ning the amount. of federal taxes' actu.llly 
paid by it in the most. recent. his-corica.l period and whether Citizens-

" , 

::: Delaware may be expect.ed -:0 i!'lcur Do federal tax liabilit.y in the test, 
year involved in the rate pro ceeding. 
Ado~ted Results of Ocerat.ion 

The following table seis forth t.he ~dopt.ed results of 

operations for a 1975 test. year u..''lder present.. proposed, and authorized 
, ',' . 

rat.es. The estimated a...~ual::: revenue increase under authorized'rates is 
$764~700., or 45.0p¢%'cent. 
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e CITIZENS tmLI'l'IES COMPA.':Y OF CALIFORNIA 
Water Dist.riet for. Sacramen'to County . ,,../,-__ ::::,:::.:z:~ 

:~ . Ad:optee::"'SUmmar" or Ea..-ni.."'lg$ For 
A 1973 Test Year 

Item -
Ooernting Revenues 

Metered. COmmercial 
nat Rate Commercial 
Fire P':'otect.ion 
Other 

.Total Operat.i:og Rev. 

O-oeration &: Maint.. Exoenses 
Salaries 8:ld W3ge~ 
Materials? Serv.tees? &: Misc. 
Pt.lmpiIlg Power . 
'l'rll:lS:PO~...at.ion Ex:pen:se 
Cu:s.tomer Accounting Mi~e. 
Telephone and. Telegraph. 
Snle:s. Promotion 

. Total· ~ration & Maint.. Exp. an· & General Exoenses 
Adm1n. Ott1ce Expense~ 
Common Plant ~5 
Legal &. Regulatory Coram. 
Insuranee 
Inju...-ie:s.. and. Damages 
Wel!sre· and. Pcnsion$ 
Rents 
Miseeliant.'OUs 3M Per Diem 

Total A.dmin. &. General Exp. 

T3Xe~Other Than Income Taxes 
Payroll 'taxes 
Franchise Taxes. 
Ad. Valorem!axes 

Total 'I'axe:s. Other Than Ineome 
Taxes 

Depreciation 
Ineome Taxes 

1'ot.al Oper. Rev. Deduetions 

Net ~ratil'lg Revenues 

Average Rate ~e 

Rate o! Return 

e 

Present. Rat.e~ 

s 461,600 
1?131,3OQ· 

79,900 
2S.2OO 

1,70l?OOO . 

271?100 
109?800 
222,.200 

71,600 
71 ? 700 
3,900 

700 
751.,000 

75,100 
43,000 
16?SOO 
8,600 

51,900 
72,800 

200. 
1.000 

269,.400 

ZL,OOO 
32?OOO 

269?800 

:322~800 

~~OOO 
~316z900) 

1?m?300 

288,700 

6,768,700 

. 4..3% 
(Red Figure) 

-23-

Pro'OOsed Rates 

S 820?800 
2 ,1Sl..,. 800 

2OO?7oo 
23:200 

3,234,500' 

271,100 . 
l09?SOO· 
222',200 
71,.600 
7l? 700 
3,900 

700 
7,1.,000 

75,100 
43,000 
16,SOO 
8,600' 

51,900 
72,800 

200 
1:000 

269,400 . 

2l?OOO 
61?loo 

269,.eoo 

351,900 
3$6,000 . 
490:900 , 

2,2411,.25b 
985,300 

6,768,700 

14-6%' 

/ 

Authorized RAtes 

s 

21,000 
59~OOO' .. 

.269.800 

')49,800 

386,000 
.. 9~h500 
1,849~700·· 
. 616-,000: 

6,768,700 

9.1%-
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Quality of Water and Service to Customers 
Applicant presented Exhibit 19, which is a compilation of 

complaints received by it during the lo-month period ending 

October 31, 1977 with respect to its WSC. Of. tlle l40comP-laints' 
received, 40c:onc:erned 'low pressure, 40 were rel.3.ted to dirt 
or water color, 13 were about excessive air in the water, and 47 
concerned taste or odor. SiX'ty~six of the informal complaints were 
f:-om th.e Suburban water system. Testimony ind.ica~ed tbat a ,g::-eat deal 

of new construction was in progress in the. Suburban area. in the period 
in question. Temporary cOris't'ruction lines affected water pressure and 
required a higher than' usual chlorination level which. affected taste, '.', 

odor, and,water color. 
The witness for Ci tizens-Calif'ornia explained, that. discolor-

ation of water in the Isleton area resulted from an improved filtration 
. . 

and from a s'tepped-up main flUShing program. The higher quality water 
eresul'ting f;om the improved filtration procedures assertedly breaks 

\ 

down mineral encrustations in old mains, requiring· hea'V'j"" nushing whi ch, , 

in tlJrn, causes poor quality wate::- while fiU:Shing operations are taking 
place. According to the 'Witness,. discoloration will disappear in t~e­
near futlJre .as the need for heavy fiushing of mains becomes,: 'ltl,l"l.eCessary. 

The staff report states that the water plant appears to· have 
been designed al"l.d constructed to:neetthe rectuirements.o£ "t;his 
Commission's General Order No. 10,3. Water quality appears to. be 
satisfactory throughout the service area. The report indicates that' 
there have been incidents of customer complaints concerning quality, 

, r' . 

but it does not a:t:>pear to be a recurring problem: in a:nrone- area;.' There 
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have been 13 informal complaints filed with this Commission during 
1977. Nine of the complaints resulted from disputes concerning 
shut-offs and reconnects. The report states that the utility~s 
aggressive policy in 'this matter is evidently. an, irritant to a 
significant n'Wllber of customers. The other four informal complaints 

, .. 
invo1 vee. . billing disputes. The, informal complaints have', been " 
satisfactorily resolved. 

The Commission issued 1....,. terim orders in Inverness Water 

Com-oa."lY (Decision No. SS129), Larkfield, Water Conroani (Decision 

No. SS126), a."'ld Citizens Utilities Com'Oany of California (Guerneville' 
Water District) (Decision No. SS125), and directed Citizens .. california 

, " 

to file plans for improveme~s o£ those water systems to bring, them 
, , 

up to reasonable operational standards. Pending' completion of such 
improvements, authorized rate increases were limited to, earnings which 
produced the last authorized rate of retu--n for each system, which 

_ranged from 4.,25 PQrcent to 7 .. 7 perc~nt. When the_required' s.ervice 

improvements.are made, water system ~venues will be adjusted to 

produce a ra'te of return of 9.0 percent. 
The service' problems that were shown to exist in' !nverness, 

Lark:£'ield,. and Guernevil~ do not exist with respect toWDSC~ 
and no correspoudix;& improve::n.ent plan .0::: rate of· :retu.-n adjustment 
appears necessary in this proceeding. 
Conservation 

Data was presented in behalf of Citizens-California 
eonce:ning the conse:rvation programs iJiitiated by it in its 
m>SC. In a.ddition to the materials and data' supplied to customers· 

in response to the COmmission's directives in Case No. l0114~Water 
Conservation. Citize~s-California described other wate~ conservation 

pract-ices~ Inas:nu.cb. as t.he district. does not meter residential' se!'Vices,.: 
efforts were primarily d.irected to furnishing. information to thepubl:i c.· '" 

.. 
" Ii,,. 

., 
-25-



A. 56$60. lc * 

Citizens-CaJ.itornia·s Exhibit 4 contains compa.."'"1sons of 

water usage for the months of Janua:'J through September for 1975, 
1976, a."1d 1977. The total. consumption for the nine-mon'th period 

in 1975 was 5,297.9. million gallons, in 1976 it was 6,649":1 million 

gallons, and in. 1977 it was 4,970.9 million gallons. The water 
usage L"1 1977 was ZS.Z5 percent less than in 1976. 

The staff study (Exb.i bit. 11) contains its analysis of th.e 
effect of' conservation on revenues and power expense for the years . 
1977 a."'ld 197$. The staff coneludes that the loss in metered revenues' 
is offset. by the sav:ings in pumpir..g power· expense for each yeax. 

, , 

Revenue losses are from metered ,customers while power expense savings 
are deri vee. from both flat-rate and metered customers. Data .. available' 
'Co staff indieate that conservation e££ortsdid not affect metered 
customers until 1977; in fact, 1976 recorded eonsumptionwas 
signif,ican-cly .. higher than tlormalized cons'!J.::lption. 

, Based on the limited data furnished in this proceeding, it e ~~ppears that Citizens":California's water conserVation program is . 
~ltfect,ive and conforms with the intent and purpose ot our dir.ectives 
in Case No. 10114.-

.. '''. 
\1\-

Metering Requirements 

;:Subsequent to -che submission. of this proeeeding the 

~mmission .adopted the policy that all water utilities sllould. be fully 
metered a."1d a me-ce:-ingprogram should'be presented as, p~-t ~f a..."1Y 
water utility rate proceedings. 

Exhibit. 20, introduced by applicant, sets :Co:-th 

estimates of the cost of metering the WDSC. !bAt exhibit 
shows that 1$, SS2 flat-rate services Should be metered. Based ,:on a 

1977 Ul'lit cost of 522,5 per meter, adjusted for i.¥J.fiation. in. sueceeding 
years~ applicant estimates 'Chat the total cost' of meters and installation 
over a three-year period culminating. in 19S0 is $$, 591,SOO~ The. total' 

. .' . '. ' .. 

addit.ional a..."'l.."1ualized ,costs of operation, includi.."1g depr.eciation, at the 
end of the three-year \perio"". are estimated to be $1,.267,900,or an ' e average monthly cost. per ::.eter of about $5 .. 60. There are no' data in" 
t.he record to rebut these estilllat.es •. 
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the applicant believes that the cost of metering. all flat-rate 
services in the WDSC exeeeds the conservation and other benefits 
to be achieved therefrom. In the eireumst:anees~ we will not 
at this time require that applicant meter all flat-rate 
services in its 'WDSC. Applicant: is placed on notice that it 
will be required to submit a metering plan. in eonnection with 
its next rate proceeding involving this district. 
Findings 

1. The 'WDSC is ~ need of addit:io.o.al revenue~ but the 
proposed rates set forth in tile application are excessive. 

2. The adopted estimates of operating revenues, operating 
expenses, rate base, and ::ate of retu...-n for the test year 1978, 
are reasonable • 

. 3. A rate of ::etu:r:n of 9-.1 percent on the adopted rate 
base of $6,.768,. 700 is reasonable. Such rate of return will 
provide a retarn on equity of approximately 10 percent. e 4. '!he increase in rates and eharges authorized' herein are 
reasonable,. and the present rates and charges insofar as they 
differ from those prescribed herein are for the future . unjust and 
unreasonable. '!he rate increase is justified. 

5. WDSC· s earnings 'tmder present rates from .its op€;rations 
during the 1978 test year would produce net· operating revenues 
of $288,700 on a rate base of $6,.768,700 based on the adopted 
results of operation, resulting in a rate of; return of 4.3 
percent. 

. . 

5. The authorized increase in rates is expected to provide 
annual increased revenueS of $764,700. 

7. Applicant is' proViding.an adequate level of water serv:tee 
ill its 'WDSC. 

-27-
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Conclusions 

1. The Commission concludes that the application should be 

gra."'lted to the extent set. forth in the order which follows. 

2.. Metering of all fiat-rate customers wit.hin the WDSC. 
should not be required 'at this time, but Citizens-Californ:£:a 

should be placed on notice that a metering plan should accompany 
any future rate increase application. ' 

3. The increases authorized in this decision, together with 

-interest charges based Oll an ~l rate of 7 percent, should 'be 
subject to re:5.md pend1ng the f!xl..lll dete:min4tioll of the issues in· 
the, Pacific Telephone proceeding now pending 1n the California 
Supreme Court. 

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

IT IS ORDERED that: 
_ 1. Citizens Utilities Company of California (CitizenS-Cali:~rnia),~// 

Water District for Sacramento County ('WSC), is authorized to: file'~he 

revised schedules attached to t~s order as Appendix· A and to- con~rrently 
cancel its. prese:a.t· schedl1 les for such ··service. Such. filings shall 
comply with General Order No. 96-A. The effective date of ~the new and 
reV±sed t.:~iff schedules ",sh.a.:Ll'be four days aft.er the date of' rili:lg~ 
The new 2~d revised schedules shall apply only to service rendered on 

and after the effective date of the revised schedules. 

2. All cost'accounting procedures of' administrative ,and office 

costs'and expenses that are al1ocat.€:d 'by CitizensUtili"ties Company 
(Citizens-Delaware) to its California su'bsidia=ies,. including applicant 
herein, shall conform to the st.a.ff ':ecommendations s~i forth int.b.e 

proceedings on Jackson Water Works," Inc. in Application No .. 55430 
(Exhibit. 17) as previously ordered in Decision No. $7609.' ., FailUre to 

do so"flill result in di~lowance of all' administrative' and o·.ffi·ce 
.' '!' ,t. " 

expenses tha't- are alloca:t.ed to t.he: California su.bsidiaries 6£\c:tt:tzen:s~ 
. ' ,'i'. . ' e Delaware effective July ·19, 1978. 
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3. Citizens-califoX'D.ia 7 WSC,. shall adjust its books of 
account to reflect the staff's exceptions set fo:r;th in Exhibit 9, 
Items 2 through 6 and Item 7, as revised in this decision. 

4. All increased rates and charges filed pursuant to this 
order shall be collected subject to refund with appropriate interest. 

The effective date of tb:is order shall be. thirty days 

after the date hereof. 
Dated at, ;Sap l''ranClBCO ~. California, this:·· r' 6ZA 

day of ~. MAY·,~ , 1978:~ 
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~TORY 

A?~IXA 
Pagel o~ L.. 

Water Di~riet. for Sacralnento County; 

Tbe un!.:l.co:::porn:ted co:::munit1ec" cubd.iVic1o:cc rulC,' adjacent areas 
ge:c.e=ally bow:l as Cordova, Rose:no:c.t, Parkw'ay Est.e.tes" I.1nd.a.le,Footbill 
Fa..'"":lS" .A:'~...on :a:e1gilts ... I.1D'w'ooe." Loretto Reigllts, .A.:'den Hiehltmas" . .Arcien 
E.::;ta:tes" El ca:::n1no ~er:'a.cel ~ 'El ~o Sq~el ana. tbe City o!Isleton 
:J:.d. vi~ty' 1:l Sa.c:'a:::lellto COlJ:lty" and. the ~co=:porated co:=Wlity.o: 
L1ncol:l. Oaks and. vic!::nty :1.:. Sa.cre:::e:lto a.:ld. Plo.cer' Co=.ties. 

Service Q:aree: 

Fo-: 5/S x 3/4-1::ch::le""...er .................................... . 
For 3/4-1%l.ch '~ ••••• - ..... ,- • • ......... ' •••• ., ., 

Pery.eter ' 
Per,Month···· 

For l-inc:h.::lC*~ ......................... "' ...... ., 
For ~~ineh ~ver •••••••••••••• ~.- •••• ~ •••. 
For 2-1nc:~ ~r ••• ' ........................... . 
For 3-1nen,~ ••••••••••••••••••••••••• 
'70': 4-lllch~..er .................................... . 
...... 0... 6-0( ...... '1.. ··-...... r ~ ~~ ~~ ........•..•.......•....• 
For 8--illch IDe"te::"", ...................... " .... ' .......... ~"w •• 

Q1.:a:lt1~RateC: 

Fortl:.e first ,JVO cu.::f't." 'Pe:" ·lOO· cu.~ • 
PO': all oyer . :;00 cu.:f't~"perlOO·cu.!t .. 

. ...... . .. ...... ' 

0../" 
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A~IX ;. 
p~o 2 o! 4. 

Scbedule Xo. 2R. 

Water District. for SAcrament.o Cou."ltr, 

.. 

.Apl1~le to all res±de~ial. ·~ter service t'tl::':liched on ~ :nat rtlte 
basis. 

The 'U:li:lc:o...--pora--...ed co=u:nt1es" s~Vis1ons 8Jld aeja.e:ent areas 
gener~ known as. Cordova., Rose=nt •• PtJ:r"f;:.t~ Esta'tes" T,j"d.a.le,,' :Foothill 
F~~, A::'ll:lg'"wOn Se1Sb-ts, L!n ..... ood., Loretto- E:e~t~" Arden H1eb' e:cds, Arden 
Z:;t.c.;~¢$" El. ~o =erra.ce" e.:ld. El. Cl::,:n!no Sq'tl::lre" a:cd tbe C1'tv":0~ Is1e'to:c. 
c.:d. Vic1:lity :in Sa.c:::'~nto- Co'U:l~" t\J:d the ~o!"pOratec. CO::ll:lun:.ty o! 
Lincoln Ow a:ld Vicinity in ~S:lellto 8.:ld ?ls.eer, Count1ec~ 

~ -
For 8. s~e !"~ reSidence,. "iD.I:lo'lldil:lg 
::?1'cI:21:;ec not exceeding 8,.000 3q.:tI~. in 
area. .", .......................... '.4'._ •••.•••.••• 

8.. 'For ench add!t10:13J. res1denceon the 
. $4:le ~ses e:d. served.. trom ·the sa::le 

se::"\"'1ce" co:onee~1o:l. ............. , .............. ,. 

Per' ~ce .,CoimeC:1on ' 
Per Month 

$5.70 . 

". 

"0. For each '-,,000 sq.~. or ~ thereo~ 0": 
the 4rell. in excess 0": 8,000 sq.:t. • ••••••• .20 

'\ 

SPEC!AL CO~"D!'l'!ONS 

1. The s.boveres1e.ent1aJ. ~l,a.;: ra.te '~e:eQ. o.p'§J::r to ze::v1ee eo~10:u:> 
:ot larS<=' ~ 3!4-i:rJeh in d.1~...er. : 

2. 1.J:l':;erv1ce noteoveree. by' t~ ai)ove cJAssi!ieat10n ~..ll' be' t'I;r:n==.~e. 
orJ.y on a. :tetered basis. . ' 

"-
3. A:let¢:" '1NX:/ be !.llc-:alled. at o:i:')t!.on o'! "Iltil1ty or eU::j:to:c:r '-:0':: a:oove 

Cla.s31-:1cations in 'Io'hieh event cerviee tr.e.reo...."'"ter 'Io'illbe t'I..'rMched ocl.y on 
-:be 'bo.sis 00: Ser.ed:ule No.1" Gene-tll Y.e'""...e:.:-ee. Se:-v1ee. kt"-..e:r a. :ceter 1:;. 

~::.sta.l.led, ~..e:'ed se-r.ce ~ be CO:lt!nt:c~ 'to:: a.t leas:: l2 l:lOnths be'!ore 
cervice V"-::U .o.go..!n be :t...-ll!.:;r.ed tl.t '!loot ro.t~s. . .. 
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~ICABn.ITl 

~IXA. 
Page '3 -of 4 . 

Schedule No. 4 

Water District tor Sicramento Countr 

'PRIVATE ~: PRon:cno~ SERVICE 

Applicable to all water service rendered for private fire'protection 

TERR.ITORY 

'l'b.e unincorpora.ted communities, subdivisions .l.nd 4ldjacent a.reas generally 
'kn~ a.s CordoVa, Rose:lont~ Parkway:Eseates~' I.!neale~ 'Foo~hlll Farms,. ' 
Arlington Heights,. Linwood,. Loretto'Iieights,. Arden Highlands,. Arden Esta.tes~ 
El Camino Terrac.e,. Ol.nd El Co.m1no Square, .l.nd the City. of Isleton Ol.nd· 
vicini~ in SacralIlente> County, .l.nd the unincorporated c~ui:cY of Lincoln. 
Oaks and vicinity in. $a.c-ramento and Place':' Counties. ' 

.RATES 

For ~ch 4-incb. connection, or smaller ...................... . 
For each e,..1n.ch connee:ion .•. .," ...... .- ............. ,." .......... ,., 
For ea~ 8~tneh eOIlllee~1on •••••••••••••• _ •••••••••••••• ~ 
For each lO .. :tnch. connee-t1on ......... " ............... e" ........... III" ••• 

For each 12-1n.eh. eOIlllec.e1():l. .... " .... _ .......... "" •••• II .. " • .. " ., ...... . 

, . 
S?ECIA.T.. CO~'1)1"l'IO~"S 

Per 'Y.onth " 

$12~00 . 
20,;00; 
2S~00, ' 

. 3&~OO' 
so .. 00 

. ", 

2.. '!he maximum d:ta::leter of the service connection vill ::.o~ be more thall' 
the d1a.l!leter of the main to which the service is· connected .. 

3.. l'he customer's ins~llation1:N.st be such a's to effectively sepa.ra.te 
the fire sprinkler system. from that of the customer's regular 'W'ater service .. 
As a part of the sprinkler service insta.lla.tion there shall' be a detector 
check .... ith 'bY-1>4SS :lCter or other similar d~iee aceepeabIe to the company 
.... hich will indi<:a.~ the use of .... ater. the utility may re<j,uirc a bi~nnual test 
of the de~ector check 1nstallation at customer cost as a condition of furnish­
ing· service.. by u'Muthori:,,~d use will be chArged for at the regular cSUl'b-. 
lished rate for general metered $en-ice, a.nd/or may be grounds: fo-r thP. company's 
discontinuing the fire s,rinkler service without liAbilit:" to the <:om~ny • 

. 4. 'l'b.e COl:1pa.ny viII supply only such vater. at such. ,-res$u:cas mAy 'be 
.l.vail.a.ble £-r0lIl time to time 4$ the result o£ 1ts norma.'l oper4tiono.f the . 
system.. 
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APPLICABnITY' 

APPENDIX A 
Page 4. o! 4. 

Scl'ledl.:.le No. 5 

Water ~~triet !or S3eramento County 

~P'O.;;.;UB;;.;L:.:I:.:;C ,~HYDRA!-."T :SERVIC'E 

Applicable ~oall fire hydra~t service furnished to'duly organized 
or incorpora~ed fire dis~ric~s or other political subdivisions of the 
sta~e. 

The unincorpora~cd communities, subdivisions And Adjacen~&reas ·ge~er&lly 
knO'io7O.. as Cordova, Rose:ne:lt, ?arkway Es.tates" Lindale, Foothill Farms., 
A~lingto:l Heights, Linwood, Loretto HCigh1:s, Arden 'Highlands., Arden Estates, 
El Camino 'tenD-u, and El Ca:lino Square, and the City of Isleton and 
vicinity 1n $a.cra.::lento County, 3n<i the unincorporated comcunity of Uncoln 
oaks and vicinity in ::Sac=am,cnto and :Placer Coun'Cies .. 

RATES 

S:r.:,.gle OI.ltlet 
Double ~~let 
Triple Ou:tlet 

SPECIA.L CO~"DITIO~"S 

•..•.•.........•..•.... _ .••........••....•. 
.............. -................................. '.' .. 
...•••••.......•.•......••.••.......•••.•.. 

Per HydrAut' " 
Per Month' 

,$3.50' 
S~50i, 

6.75 

1. For water delivered for other than fire protection pur~ses, 
charges will be made at the quanti~ rate6underthe applicable general 
metered service schedule. ' 

2. Relocation of any hydrant shall be at the er,>eUSe of ~he party 
request:1.ng relocation. 

'" 
3. '!he utili~ will supply only such water At such pres.sure as. may be 

a.vailA1:>le from ~i:le to. t1l:le • s the result of i~s normal opera~ion of the, 
system. 


