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(0) [R1 ~·rrn~ ~'~L 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of CITIZENS UTILITIES ) 
COMPANY OF CALIFORNIA tor authority ) 
to increase its rates and charges ) 
tor its water system serving the ) 
areas of Guernev111e~ Rio N1do, ) 
East Guerneville, Guernewood Park". ) 
Northwood". Monte R1~". Vacation ) 
Beach". River Meadows and v1e1n1ty ) 
of Sonoma County. ) 

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

, ORDER DENYING REHEARING 

Application No. 5543:1 
(Filed January 7". 1975) 

Citizens Utilit1es Company ot California--Guerneville, 
has filed a petition for rehearing or Decision No. 88125. The 

Comm1ssion has con3.idered eaeh. and every allegation conta.1ned 
therein and is of the opinion that no good cause for granting 
the requested relief has been shown; therefore". 

IT IS ORDERED that rehearing, or recons:tderation of 
Decision No .. 88125 1s denied. 

of 

The errect1ve date of this order is the date. hereof. 
Dated at S:I.1l Fra.ncmcca , California, this IItf.. day. 

IJULY I , 1978 .. 

00m:l1::::e1o:J.or W1ll1:lm Sy:%Ion::. :Jr •• be1:g 
noeo,~orily abt.e~t. di4 not pa~1c1pate 
in ~e d1~po~1t1~:J. c~ tb!3 proeeo~. 

~r::-:.!::::;:o:tn::, Vo:r=C:l '1j .. S~urz~~,.. ~~ 
~.~,~t~:'~ ... '('~.:;"y (:1.~::on-:, .:::!.c:. no~ purt1c:,.,llto 

.',,' ,'; :;M:,:::tt!on o:=: thio p:-ocoe<1it\e •. 
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Decision No. 88125 November 221 1977 

BEFORE THE PUBLIC UTILITIES. COMMISSION OF ,THE STATE: OF CALIFORNIA. 

Application of' CITIZENS UTILITIES 
COME> ANY OF CALIFORNIA for authority 
to increase its rates and cb.a.rges 
for its water system serving the 
areas of Guerneville, Rio Nido, 
East Guernewood, Guernewood Park p 1 
Northwood, ~nte Rio, Vacation 
Beach, River Meadows and vicinity 
in Sonoma County. 

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

Application No .. 554.;3:1, 
(Filed Ja."luary 7, 197$) 

John H. Engel, Attorney ,at Law, for applicant. 
Mary Carlos, Attorney at Law, and Ja.mes Barnes" 

. :t:or th.e COmmission staf! .. 

INTERIM OPINION 

e The Guerneville Water District o! Citizens Utilities Co=pany 

of Cali£ornia (Citizens California) requests an increase in rates for 
water service in the Guerneville area, designed to increase annual 
revenues in the test year by a.pproxima.tely $J.54,800 over the rates, 
now in effect. 

Public hearings were held before Examiner Daly at .san 
Francisco and Guerneville with the matter being submit,ted on 
concurrent briefs, which were filed on February 27, 1976,. Copies (>f 

the application were served upon interested parties and notice of 
hearing was published, posted, and mailed in accordance wit,h 
COmmission Rules of Procedure. 

On March 3, 1976, applicant filed a :>e'ti'tion requestiIlg a:l 

interim rate inereasepending fin~ determination of ,the application. 
The proposed preliminary rates are based upon staf£~ s. estimates and 

recommended rate of return. 

-1-



A.55431 'bm/l'c 

The petition f'a.i.ls to state facts of an emergency nature 
justi£ying an 1.'~terim increase. The petition for an interim increase 
1s denied. 

Citizens California has its principal.office in Redd~~g, 
Cal1forniay and is Do wholly owned su'bsidiary of Citizens Utilities 
Company, which. has its administrative office in Stamf'ord, Connecticut. 
Account:Lngy engineering, ad.m1nistrative, and other services are 
performed for the GuerneVille Water District at the Redding and 
Stamford locations. Citizens California also- has a plant at 
Sa.cramento, Cali:rornia, where administrative, enginoer1ng, and. other 
services are performed for the Guerneville ~'later District,. 

Citizens California is a Class A telephone utility as well 

as a Class A water utility. Guerneville Water District, if considered 
independently of Citizens California, would be a Class :S·waterutility_ 

Applicant serves the resort areas of' GuerneVille, Guernewood 
Park, El Bonita, Rio Nido, Vacation Beach, Zast Guernewood, Monte lao, 
Villa Grande, and Monte Cristo. Water is obta.1ned.,f'rom nUlIlerous creek 
diversions and is supplemented by wells dur1ngpeak periods. In 
addition to 'C.he pu.xnps and wells, there are booster pumps in the system 
ranging from 1/1.. HP to 15 HI>" and a total storage capacity or 
approximat.ely 1~063.000 gallons in tanks that are located at different 
elevations throughout the distribution system. 

As of December ,1, 1973, the system consisted or 
approximately 413,000 feet of transmission and distribution ,mains and 
had },160 active metered services and 20a fire hydrant connections. 

Applicant'S Guerneville operations aro conducted from its 
office in Guerneville. 
Ra.tes 

Applicant proposes to increase rates as il"ldicated by the 
folloWing comparisons of present and proposed- rates: 
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ANNUAL METERSD SERVICE 

APPLICABILITY 

Applicable to all metered water service. 

TERRITORY 

Guerneville, Rio Nido" Eas~ Guernewood, Guernewood Parlt, , 
Northwood, ~Jlte Rio, Vacation Beach, Rive~Meadows, and vicinity, 
Sonoma Coun~y. 

RATES 
Per Meter Per MOnth 
Present. PrOposed' . 

Quantity Rates: 

Per 100 cu.£t. . ........... ~ ••..•.•.. $ 0.27 

Per Me'ter Per Year 
Presen~, Proposed " 

Annual Service Charge: 

For 5/S x 3!4-ineh meter 
For 3!4-inCh meter 
For l-inch meter 

......... ., .... $ 56.64 ............. 75.00 

.............. 114.00 
For 1-~2-1nch me~er 
For 2-inCh meter 

•....•.•.•.. 204.00 
............. 32'4.00 

For 3-inCh meter ............. 640.00 
For 4-ineh meter ............. 9.3,0.00 

The Service Cha.'t'ge is, applicable to all 
motered service. It is a readinoss-to­
serve charge to ,which is added the charge 
computed at the Quantity Rate for water 
used during the billing period. 

Service EstabliShment Charge: 

For each est.ablishment or recstablish:le:l:t 
of water service. • • • • • • • •• • • • • • •• • •• •• . $4..00 
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PUBLIC FIRE HYDRANT SERVICE -
AP?LICABILITY 

Applicable to all fire hydrant, service. furn1shedto: duly 
organized or incorporated fire districts or other political 
subdivisions of" the State. 

TERRITORY 

The unincorporated communit,ies of Guerneville, Rio, Nido, .~ast 
GuernewooO., Guernewooci Park, Northwood,V.iOnt.e Rio', Vacation Be:6ch, 
River Meadows, and vicinity, Sonoma County •. 

RATI:S 
Per Year 

J?resen~' . ,PrOposed 

Guerneville Fire District! 
Flat ra.te charge for 

3- 2-inch hydrants and 
16- I.-inch hydrants - ••••••••• ~ ••••••• 

Additional 2-inCh hydrants, each •••••• 
Additional 4-inch hydran:ts, each ........ . 

MOnte Rio Fire District: 
4-inCh hydrants, each ................. . 
2-1nch hydrant,s (high pressure), each .. 
2-inch hydrant.s (low pressure), each ... 

Rio N1do Fire District,: 

$747.00' 
15.00 
36.00 

36.00 
15.00 
6.00 

4-inch hydrant.s, each ..................... 36 .. 00' 
2-inch hydrant,s, eaCh .................. 15.00 

PRIVATE FIRE PROTECTION $BRVlCE 

$l,210.00 
24.00 
$S.OO 

5&.00 
24.00 
lO~OO 

APPLICABILITY 

Applicable to all water service rendered£or private fire 
protection purposes. . 

(Continued) 
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PRIV ATE E!!! ~P_R_OT_E;;.;j C;..;T.I;.;;O,;;,;,N SERVICE - Contd. 

TERRITORY 
The unincorporated communit.ies o~ Guerneville, Rio Nido, East 

Guernewood, GuernewoO<lPark, Northwood, Monte Rio,,' Vacation Beach, 
Rive::- Meadows, and vicinit.y, SOnoma Count.y. 

RATE:S • 

Fire Hydrant. Rates: 
For each privat.e hydrant ............... 

Sprinkler Connection Rates: 
For each 4-inch connection, 
For eaCh 6-inch connection 
For each S-inch connection 
For each l(}-1nch connection 
For each l2-inch connection 

-5-

or smaller 
•••• 0 •••••• 

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

Per Year· 
Present Proposed 

$15.00 $2'4.00 
Per Month· 

Present Proposed 

$ 6.00 $10.00 
9.00 15,.00 

12.00 19.00 
2.5,.00 40.00 
3$.00 57.00 
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e, 

Seryi ee and Quality of Water 

Twenty public wi tness,es testified, eight at San 
Francisco and twelve. at Guerneville. In addition, representatives of 
the Guerneville Fire Department and the Cali:f'ornia. Department of'" 
Health testi:f'ied. 

The public witness testimony related to' complaints. about 
dirty water, odor, water discoloration, bad, tasting water, 
excessive chlorine, leaks in the system, stained washed clothes, and 
stained bath...'"'Oom facilities. A signi:f'1cant number o·! complaints were 
directed toward a well in the Villa Grande area that produces water 
with a very high manganese and iron content. which a:rfects, its color 
and taste and also stains laundry when liquid chlorox is added. 

A supervising. engineer from the Water Sanitation Section of'" 
the California Department of Health introduced a report on the 

~ Guerneville system (Exhibit 21). The conclusions and recommendations 
in the report are as follows: 

"Conclusions 

ttA. The system does not meet California 
Department of Health Laws and. 
Bact~riological Regulations as 
to wa~er quality--speci:f'1cally iron, 

" ' .. 'm3..l'lga .. 'lese, color, bacterio·logy, and 
: turbidi ty; nor water .quali ty 

monitor:Lng procedwes--:::l'uch as sour,ce 
~ater analyses at:id distribut1pn system 
water analyse-e. _. . 

!,B. The use of surfa'ce stream water £rom 
·"unprotected water sheds Without: 
" treatment other thandisinf'ection 
.' does not provide' adequate, treatment. 

., 

" '. 
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ftC. Most of the service facilities 
di$in~eetion installations do 
not meet tho California Department 
o~ Health's Reliability Standards 
for the Design and Operation of 
Water Supply Chlorination Facilities, 
dated July 1972. 

"Recommendations 
"It is recommended tha~ the company: 
"1. COmplete the chemical, trace elements, 

and general physical analyses required 
for all water sources. On completion 
or these analyses, the company should 
sample each source monthly and complete 
analyses,made for those constituent~ 
i"ou."'l.d to be present in excess of 
allowable concentrat1ons; such as 
iron, manganese, turbidity and color. 

"2.. Comply with the C·a1if'orn1a Department 
of Health's 'Re11abilityStandards for 
the Desi~ and Operation of Water 
Supply Chlorinations Facilities,' 
dated July 1972 by: 
ffa. Installation of a duplicate 

chlorinator and .an audible or 
visual alarm at each well 
subject to flooding. 

"b. Installation of a duplicate 
chlorinator, an audible or 
visual alarm, aturb1di ty 
recorder, and a water supply 
turn-out for each of the 
surface water sources. 

";. RebUild the water distribution systems 
to meet California Department of Health 
Regulations on pipe size ~~d len~h o£ 
run. 

"4. Install water treatoent facilities for 
surface water sources includiIlg the 
processes of t'Cr'b1di ty removal,. iron and· 
manganese .removal and disinfe ctio:c.;. or 
abandon the sources. 
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"5. Install water treatment facilities at 
wells to remove excess iron and 
manganese from the water; or abandon 
the wells where water contains iron 
~d manganese concentration above 
California Department of Health 
Standards. 

"6.. Employ a Civil Engineer registered in 
the State of Calirornia who is 
knowledgeable in the field of water 
works design and operation for the 
purpose of preparing a master pla.."l 
or improvements to the wa:ter sysccms 
to bring them in conformance ~~th 
Calii'ornia Department of Health la'~s 
and regulations and the preceding 
reco=mendations." 

The California Department of Health has directed applicant 
'by letter (Exhi'bi't 22) to prepare and submit a master plan of" water 
treatment improvements and main replacements within ninety days o£the 

date of the letter. 
A summary or the bacteriolOgical an21yses of water samples 

indicates that those occasions which exceeded the allowable limits 
were taken during February 1975 When, according to applicant, some 
of the wells were under water as the result of flood conditions' .. 
Applicant also contends that several of the samples were t&~en inside 

structures, which could have been contaminated by inside pipes. 
Applicant claims that all of its tes't-$ during this period met the 

required standards. 
Applica"lt contends that the cost of the recommended 

imp:rovements would be approximately $6.4 million and would 
result in a cost of more than $$75 per customer annually, over m:d 
above that of the proposed rates. -. The Witness £O'r the Departmen~ 
of He.alth t~stified. that no consideration was given to the cost o£ the 
recommended improvements, but the recommended master plan was. intended 
as a long-range program. and applicant would not be expected to. make 

al.l of the improvements immediately-
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The staft, which supports the recommendations made by the 
Cali£'ornia Department o:f Health, made the £'ollowing recommendations: 

1.. Applicant be directed to make the following 
additions during 1976., all of which are 
included in staft's utility pl~~t estimates 
£'or the 1976 test year: 

1, SOO feet o£' 6-inch main - rf.onte Rio Vicinity 
200 feet ot $-1nch main - Drake Road 

1,000 :feet of 6-inch main - MOscow Road !ntartie 
1,000 feet of 6-inch main - Center Way 

2. Because the Guerneville water ~ystcm lacks the 
capacity to meet the demands of a significant 
number of customers, which results from old, 
undersized mains and minimal treatment 
facilities, that applicant oe directed to 
prepare a long-range improvement program 
with an annual level of additions consid­
erably higher than the average &4~ual 
additions made during the ~eriod from 1965 
through 1975. Such plan. _s;no~d provide :for 
specific projects amounting to at le&st 
$75,000 coverin~ the rive-ye~ period~ 1977 
through 19S1. :.ach specific project. 
description should include a statement as to 
how it relates to the overall plan, which 
should be .:lubmitted to the Commission for 
approval within ninety days after the date 
of the decision • 

. 3. Upon completion o£ each year's specific 
additions for the period 1977 through 19$1, 
applicant may requo3t a supplemental order 
o! the Commission authorizing the filing 
and charging of new rate schedules designed 
to compe!lsate applicant for the additional 
expenses and to provide a reasonable rate 
of return on the addi~ional investments. 

The fire marshal for the Guerneville Fire Protection Distric~ . . 
testified that the proposed rate increase i~ ~easonable and 
unjust1fied; that the fire department was recentlygrad~d by-the 
rating bureau of the Insurance Service. Office; that its water supply 
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aceounts for approximately 35 percen't of the deficiency points on the 

grading schedule; and that many of the hydran~s thae are in service, 
do not meet the minimum specifications of the Insurance Service Office. 
According to the witness, the fire department, because of its limited 
'budge'tp could not af'ford the proposed increases, which he cl.nms would 

be excessive consid.ering the actual amount of" water used each year. 
He suggested charging only for hydrants that meet, minimum standards or 

charging on a "per-in:~~.~?,~~:~~.~t:" .. b.as1s .. 
Rate Base 

Applicant estimates rate base at $l,162~400 and 3t&££ 

estimates it at $.1,012,)00, resulting in a differenee of $l50~lOO. 
The following is a summary of applicant's. and staff's 

estimates of average rate 'base for the test year 1976: 

Item -
Utility Plant in Service 
Reserve for Depreciation 
Net Plant in Sorvice 
Common Plant 
Materials and Supplies 
Working ca:m. 
Minimum Bank Balance 
Non-Interes~ Bearing C.V.I.I.P. 
Advances for Construction 
Contributions in Aid of" 

Construction 
Reserved tor Differed 

Income Taxes 
Average Rate Base 

Applicant 
Applicant Staff Exceeds Staff 

(DOllars In Thousands.) . 

$1,630.3 $1,519 .. 0$11l.> 
(~lt· z) (ff~· 4) _('19_-_$) 

$1, ~.r $i, :.6 ~ 
$.5$ .. 5 
9.4 6.0 

- (33 .. 7) 
16.6-
1.4 

(53.1) 

(17.5) 

fl~.O) $1, 6 .4 

(Red Figure) 

(17 .. 5) 

(1$.9) 
$1,012 .. > 

3..4 
33.7. 
16.6 

The main di££erenco between the est:tmates of applicant a."ld· 
st8££ £or utility plant in service results 1':'0: the <!1fi'erences ill 
their determtnations of construction of" utility pla.'"ltfor the rea::-

1976. 
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When th.s applicat.ion was filed applicant. estimat~d 
construction of utility plant for 1976 at $7$,000. On the first day 
of hearing applicant revised its original estimate by ra1sing it. to 
$175,000. 

Staff's estimate of addition5 was based on a review of 
applicant's construction budget=, annual reports, the monthly 
const.ruction reports filed under General Order No. 65-A, and contracts 
for construction expected to have been completed by the end of 1975. 
Star!" rolled 'back to January l~ 1975 all nonrevenue producing and 
nonrecurring plant. additions to bo inst.alled during the t.est pertod. 

Included among applicant's proposed replacement projects, 
and with which staff is in full agreement, is the replacement of 
1,$00 feet of six-inch main in the Monte Rio vicinity, 200 feet. of 
eight-inch main along Drake Road, 1,000 fee'!;; or six-inch main along 
the Moscow Road Intertie, and 1,000 feet ~£ six-inch main along 
Center Way_ Applicant's Exhibit 2 also proposed main replacement 
for six other project.s in 1976, Which staff did not include, because 
applicant Originally indicated to staf.f, as evide.nc,ed 'by Ex.."1ib1t 2), 
that th4f'se were contingent. projects. 

Plant addit.ions for the years 1972, 1973, and 1974 were less 
than $40,000 and applicant's estimates tor 1977, 1975, and 1979 
appro~tes $40,000 a year. A graph introduced by statt depicts 
peaks of constructions during. test years. Staf! .:n-gues that applicant 
gives ~~e greatest attention to increasing the !igure for plant 
additions dur...ng test years, and the least attention to systematic 
planning and upgrading, of the entire system. 

Staff made allowa."l.ce for the replacement. of ono voh1~e, but 
excluded an additional Vehicle because there was ~o evidence o£ i~s 
need. 

Staff's estimate for plant in service is reasonable 
and will 'be accepted." Provision will' 'be m~de in the ensuing findi..'lgs 
and order for the so-called. contingent proj,ectos if:'constoruct.ed-

e 1:0. 1976. 
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Reserve for Depreciation 

Starf's est.1.mat.e or $399,.400 is $19,800 less than 
a.pplicant. 9 s estimat.e, Which is att.ri but.able to the d1rrerent estimates 
or plant addit.ions. 
Mat.erial and Supplies 

Applicant's estimate of $9,400 exceeds staff's estimate by 
$3,400. The dirrerence results from applicant's having an 
inventory of' six- and eight-inch transit pipes which staff considered 
excessive. Staff adjust.ed the amount of the t.ransit pipes, and arrived 
at an inventory or $5,3g0, which it. then increased by 11.5 
percent to acco'tlnt. .for 1nnation. Starr witness testified that the 

invent.or.r or transit pipes, as of J,uly ~l, 197/., was perhap's 
higher t.han the company normally maintains. 

Staff claims that there are at least. two, major suppliers 
within the area and pi:.?es are readily availa.ble. Staff argues that 
because of the net to gross multiplier (2.1i33) applicant mu.st. earn e approximately 22 cents annuaJ.ly in gross revenues for each dollar's 
worth or excess transit I>il>e renected in, rate base as inventory_ 
This far exceeds the discount savings applicant claims it realizes by 
purchasing pipe in large Cluanti~ies. 

Staff's estimate appears reasonable and will be accepted. 
Working Cash 

Applicant did not include an allowance for working, ca.sh in 

its estimate, whereas staf! used a negative figure or $(33,700). 
Applicant has an annual service charge which is payable 1n 

advance, either annually or bimonthly_ Seasonal users must pay 
annually and permanent residents have a chOice between paying, 
annua1.1y or bimonthly_ Applicant, there!'ore, collect,s a large pe:­

centage of its total annual revenues in advance o.! proViding service 
and during this time has the beneficial use of the money. 

'\. 
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Applicant admits that a lead-lag study in 1974, which it did 
not introduce, indicated a negative cash situation, but only in the 
amount of $12,600. According to applicM.t, conditions, are changing 
rapidly so that use of a zero working c~h allowance is proper. 

Applicant attributes the changing conditions to' the fact that there 
are more permanent residents being served who choose to, payb1monthly 

and to the fact that the cost of banking has· increased and> will 

continue to increase at least another 15 percent Over the next two 
years. 

In the last Guerneville rate proceeding the COmmission in 
Decision No. 76996 used a ,negative cash figure. If a lead-lag study 
had been prepared with projected 1976 data shOwing a change from a 
negative cash situation to zero· cash, it· should have been introduced 

as an exhibit and tested by cross-examination. Staff's estimate will 
be accepted. 
Minimum Bank Balances 

e Applicant included $16,600 for minimum bank balances which 

staff completely excluded. This represents a portion of the amount· or 
minimum bank balances Citizens-Delaware is required to l(eep· With bank 
in order to acquire short-term :f'inancing at the prime rate. 

Applicant argues that the erfect· of mainte.1ning 
such compensatory bank Qalances is that the borrower pays 
interest on the total amount or a particular. 10-an, but· actually has 

the use o£ a lesser amount, the balance 'being maint.ained in its 
account with the bank. Accorc:ling to applicant its eompenf:ating bank 
balances carry a legitimate cost, and since they are not include~ in 

the 'WOrking cash computations, nor in the cost <:>f capital, it. is 

necess~ to. make allowance for them in rate base. 

Applicant does not itself ~te any short~term borroWings. 
The balances are not dir.ectly related to the ds.;y-to-day act~v1ties, of 

the applicant. The same disallowances were applied inDecision No.. 
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76996 dated March 24, 1970 in Application No .. 4$905, (Guerneville 
District), Decision No. 79915 dated April 4, 1972 in Application No .. 
52161 (Larkfie1d Water Company), and Decision No. 83610 dated 
October 16, 1974 in Applica.tion No.. 5432.3 (~;a.shington Wator altd 
Light Co). The Commission's prior position will be followed and no 
minimum banl~ balance w:U1 be included .. 
Reserve for Deferred Income Taxes 

Applicant's estimate is $(14,000) compared to st·att's 
estimate o£ $(lS,900). 

Applicant contends that staff, in rolling back all of'tho 
nonrevenue producing additions for 1975 and 1976 to January 1, 1975, 
substantially increases the tax deprecia.tion, which has the effect of 
proeucing an artificial increase in the reserve for deferred income 
taxes. Applicant argues that income taxos should be calculated on an 

"as paid baSiS", and this rollback overstates the tax depreciation .. 
Staff contends that applicant rolled bac!e nonrevenue' 

producing plant in its determination of utility plant, but eliminated 
the effect of rollback in its determination of depreciation resorve. 
Exhibit 9, page 3S, indicates that, applicant showed $3$7,400 as the 
recorded end-of-the-year depreciation reserve for 1974, but showed 
$.387,000 for tho beginning of the year depreciation reserve tor 1975. 
Exhibit 9 also shows that the pro !'orma end-¢f-the-year reserve tor 
1975 as S4l1, OOO~ whereas the beginning of the year r(lserve tor 1976 
is $4l0,100 •. According to the footnote this was admittedly done 
to eliminate the prior year's effect of the rollback. 

Applicant's approach appears inconsistent. ~Vhen a rollback 
adjustment is made, the calculation mi.lst be carried through to all 
affected items, i.e., depreciation reserve, depreciation expense, ~d 
ad valorem taxes. Staff, however, contrary to Commission pra~cep 
used the 1975 and 1976 year end Reserve tor Deferred Income T'axes 
instead of the average. The amount of $10,:300 is 'accepted £orReserve 
tor Deterred Income Taxes. SUCh amount includes a correction for 
treatment of accelerated taxes discussed under Income Taxes" supra. 

&ite base in the amount o£'$1, 020, 900 is reasonable and w:tll 
be adopted. 
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Operating Revenues 
App1ic3n~ $)95,500, Staff $405,400. 
Applicant and staff agree on the number of customers, but 

differ on the average consumption per customer. Using the 
Modified Bean method , which is based on a correlation between 
rainfall, temperature. and histOrical consumption, the starf, 
esticated consumption to be 69.2 Ccf and 72.1 Ccf ror the years 1975 
and 1976,. respectively_ Applic~t took the a.verago consumption p~r 
customer for the years 1965 to 1975 and estimated the average 
consumption to be 62.5 Ccf per customer for 1975 and 63 Ccf for 1976. 

Applicant contends that the staf~rs estimate is too' high as 
demonstrated by ~he fact that the actual con~umption of 61.5 Cc£ for 
1975 was 7.7 lower than the 69.2 ocr estimated by the staff and only 
1.0 Ccf lower than the 62.5 estimated by applicant. According: to· 
applicant the highest cons1.UIlption for any year in the period of 196,5· 
through 1975 was 6>_36 Ccf' in 197~. Applicant :ts of' the opinion that 
the Modified Bean projection was in£1uenced by the increasing t.rend 
cons~ption that occurred prior to 1971, which re!lected a change in 
the area from seasonaJ. residents to permanent. This·, applicant 
believes, is demonstrated by the fact that the average consumption 
per customer ranged from a low of 60.23 Ccf to a high of 63.>6 Ccf. 

The record demonstrates, not only by way of exhibits, but 
also by way of public Witness testimony, that the Guernoville area is 
changing from a. sut:lmor resort a...,.d vaca't.ion area t.o an area o-f 

permanont residency, which affects the annual consumption of water 
per customer. Although applicant may speculate that this ch~ge was 
completed in 1971, it was unable to indicate how. many of. its customers 
were· year-round customers as opposed to· permanent residents. 
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The ~·!odi£,1ed Bea.."'l method~ which has a high coe.ffic1e.~t or 
determination~ ind.icated that the correlation ''oetween rainfall, 

temperature~ and historical consumpt1on was .9)645. 
The Commission is 0'£ the op1nion tha:e the Guerneville area 

is still in the process of change and that this change will continue 
to have an increasing ef£cct upon the average ~~ual consumption per 
customer. Tho stai'£"s estimate of opera.ting revenues will be accepted. 
Operating and Maintenance Expense 

The summary of'" earnings indicates a dii'.ferenco or S)~ 700 in 

operation and maintenance expense est,imated for. 1976. The following~ 

tabulation sets :forth the det,ai1ed estimates· of applicant and stafl': 

o & M Expenses 

Sal~es 
Purchased Power 
Materials &: Misc. 
Customer's Acctg. & r~sc. 
Transportatioll 
Telephone &: Telegraph 
Uncollectible Accounts 

Total 

Applicant 
Applicant St~ff, Exceeds Staff 

(Dollars in Thousands) 
$ 5S.7 

15-9 
1).0 
12.6 

$:.0 
2.6 

.. ~ 
111.6 

(Red Figure) 

$ 54.9 $: 3.8 
17.9 (2.0) 
1).0 -
1~.2 (.6) 
6.1 1.9 
2.0' .6 
.$ 

107·9 

The difference of $3,700 is primarily due to, a difference in 

salary estimates. Staff annualized the August 1, 1975 Guerneville 

salaries for both 1975 and 1976, whereas applicant included salary 
a.."'l.d wage increases that it anticipates Will o'ccur in 1976. In 
addition theret~ staff and applic~~t differed on the number of 
servicemen at Guerneville. The staff allowed salaries. for 4-1/2 man 
years because one man, as the result o£ a disability, was working 
part timo. Applicant claims that the st.:U"f made no allowance for a:l 

increase in salary for the local manager in the amount of $l,. OSS 
effective January 1,. 1976. 
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In conformity with Commission policy the staff, with the 
exception or the manager's salary. used the latest lcnown salary rates. 
to estimate salaries anc. wages for 1976. Staff's estimate will be. 

accepted and an allowance for the manager's increase 1n salary will be 

made. 
The $2,000 d.if'f'eNnce i.."1 starr's estimates of $17,,900 and. 

applicant's $1;,900 for purChased power i3 attributable to staff's 
higher estimate of water produced and to sta£t's. use of the late,st 
electric rates of Pacific Gas and Electric Company as authorized by 

Decision No. &.902 dated September 21, 1975. 
Staff's estimate of $6,100 for transportation is $1,900 

lower than applicant's $$,000. Staif used the 197~ recorded. 
tra."'lsportation expense and increased it by 10 percent. Applicant t

s 
1974 pro forma transportation. expense was $600 above 1974 recorded. 
Applicant then increased the pro forma figure by 20 ,ercent.. Applicant 
claims 'that the st.a£f did not take into consideration a new. vehicle 
that will be added in 1976. According to applicant's witnE)ss the 1975 
transportation expense was actually 82 percen~ higher than 1974, but 
this included $956 in damages to a. truck that was hit by ar.. uninsured 
motorist. In the staff's op·i.."lion this should be consid.ered as e.."l 
extraordinary nonrecurring expense and should not be consid~red for 

ratomaking purposeo. 
Applicant's estimate of $2,600 for t.elepho:l.G and telegraph 

expenses is $600 higher than the staff's estima.te of $2,000, which 
sta£f determined by using the .o.verage of 1973 and 1974 eo,sts, with 
a 5 percent increase for the incr3ase in rates grant'ed Pacific 
Telephone and Telegraph by Decision No. S52$7. Ap?licant claims that 
its 1975 telephone expense was up 25 percen't- over 1974. but 
provided no figures to support the increase. 

Starf~s estimates with an al1owanc~ fo,r themanager"s 
increase in salary appear reasonable and will. be. accepted ... 
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Item -Administrative Oftice 
Common Plant Expense 
Legal & Regulatory Expense 
Insurance 
Injuries & Damages 
Welfare & Pensions 
Rent 
~~scellaneous & Per Diem 

'total 

Applicant 
$2;".4. 

1..5, 
4.9 
.2 ,.4 

l3'.9 
1.4-
1.6 

54.3 

Staff 

$13-7 
2.7 
.S 
.2 

3.2-
9.9 
1.4 

.9 
32' .. $ 

Applicant 
Exceeds Staff 

$'J.O.7 
l.S 
4.1 

.2 
4.0 

.7 
21.5 

Citizens-Delaware both operates'an~or has subsidiary 
utility companies providing gas, electric, telephone, water, a.."l.d 

waste water service in more than 5S0 communities in the United States. 
Its headq,uarters is located at. High Ridge Park. St.ami'ord, Connecticut. 
It actively engages in the administrative direction of these companies 

performing administrative, accounting, financial, tax, engineering, 
and purchasing services for them. Services, including general 
canagement. and supervision, engineering, accounting, finan,cial, legal, 

and others, are performed in Stamford, Connecticut, by Citizens­
Delaware for its subsidiaries. Certain management and supervising, 
accoun'l;ing, billing, a."ld other reporting services ror Cit.izens 
California, and it.s California. affilia:tesl including app11cant., 
~e performed a.t an administrative of!ice in Redding, Cal1fornia. 

In addition, part of the Sacra.cento office or Citizens 
California. is uzed for the cot:mon bene!,i t of all water opero.tions of 

said companies and affiliated compMies in California. 
These al10 cated expenses are cO"lered in the first 'l;wo 1 tem~ 

of Adm1n1s'Cra'Cive a.."ld Ge!'l.eral Expenses, i.e., Ad:U.."'listrative O!£ice 
a.."'ld Coxcmon Plant Expe::l.se. The alloca'tion 0:[ these exp.enses wo.s 

considered at length and determined in Decision ~Io. &7609 dated 
July 19, 1977 in Applica:t.ion No. 55430 (Ja.ckson Water Works, Inc.). 
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Per DecisiO'n NO' .. 87609 the total allocation to all 
California operations of Redding and Stamford mutual service 
accounts was $465,000 O'f which 2 .. 91.,. percent or $13,671 was 
allO'cated to applican~. The total allocation to all California 
operations o'! Sacramento common utility plant was $33,400 of which 
8.22 percent Or $2,746 was allocated to applicant. 

All of the exhibits pertaining to the allocation.o,'! these 
expenses were introduced in the Jackson Water Works~ Inc. pro-ceeding 
and were also introduced and received in this proceeding. By 

. stipulation all testimony introduced in the Jackson Water t~ork$, Inc. 
proceeding relating to these exhibits was incorporated byre£erence in 
this proceeding. 

We, therefore, adopt the estimate of $1,3,671 for. 
Administrative Office EXpense' and the estimate of: $2, 74.6· for Common 
Plant Expense. 

-19-



A.5543l lc 

Staff 9 s estimate of $SOO for legal and regulatory 
expenses is $4,100 less than applicant's estimate of ~,900. 
Because applicant used house counsel, the staff eX'cluded all 
attorney's fees and salaries of Stamford,. Redding, and Sacramento 
personnel wbo participated in tbe preparation of this proceeding. 
Staff considered those costs as part of' the allocated expenses. 
Applicant's estimate included direct costs for such personnel, 
claiming it was in conformity with recommendations made by the 
Commission's Finance Division as set forth in Exhibit 15. 
The recommendations, which relate to the allocation 
of Stamford, Redding, and Sacramento expenses, are intended f'or 

4It future proceedings. ~be purpose of' those recommendations is t~ 
establish accounting procedures whereby accurate records will be 
available which Will facilitate the future direct assignment of' as 
many mutual service expenses as ·'.possible. These procedures are 
not presently in e£fect nor are accurate records f'or making, direct 
assignments o£ cost presently available. 
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With regard to these accounting procedures recommended 
by the Commission's Finance Divis1on~ it should be noted that 
Ordering Paragraphs :3 and 4 of Decision No .. S7609 dated July 19, 
1977 (Jackson Water Works~ Inc.) read as follows: 

"'J.. All cos~ accounting procedures of the 
admininstrative and office costs and 
e~'enses that are allocated by Citizens 
Utilities Company (Citiz"ens-Delawa,re) 
to. its California subsidiaries, including 
applicant herein, shall conform to the 
staff recommendations set forth in 
Exhibit 17 .. 

"4. Fail'Ure to conform to the staff recommendations 
set forth in Exhi bi t 17 will result in 
disallowance of all administrative and office 
expenses that are allocated to the Cali:tornia 
subsidiaries of Citizens-Delaware effective 
one year .:f'romthe date of this order. " 

Applicant herein is clearly one of the California subsidiaries e referred to and as such is put on notice that the above order 10 
still operative and will 'be applied to this district. by this 
order. 
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Staff allowed transcript~ travel, and miscellaneous 
expenses in the amount of $),225, which it spread over foUl'" years. 
Staff excluded from its estimate $2,000 for the last rate case, in 
which. the .commission allowed $1,600 a year for five years. .This 
expense has been completely amortized. 

Pursuant to an order issued by Commissioner Robert 
Batinovich, Citizens Utilities Company contracted for a management 
study the results of which were the subject of DeCision No·. $760$:. 

Decision No. $760$, as amended by Decision No. $7776,. authorized 
$23,900, the cost of the study, to be allocated among the ten 
California subsidiaries of Citizens over a five-year period. Of 
the total cost, S.54 percent or $4.0S was allocated to applicant. e We, therefore, adopt the estiniaie of $40S· :for the 
management study expense and have included it. herein under legal 

and regulatory expenses. 
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Applicant's estimate of $3,400 for injuries: and damages is 
$200 higher than the staft's because tho sta!~ witness did not use the 
latest known workers P compensation rate. Applicant's estimate will 
be accepted. .. 

Applicant's est1ma~e of ~,900 for welfare and pension 
expenses is $.4.,000 more than the $ta£f's estimate. This is p:-imarily 
attributable to the lower salary estimates on the part. of staff for 
both Guerneville and the allocated salary expe'nses for Stamford, 
Red.ding, and Sacramento. It is also attributable to the fact that 
sta£.f' excluded expenses related to the Employee Efficiency Incentive 
Fund in accordance with Decision No.. 76996 dated March 2'4~ 1970 in 
Application No. 4$905 (Guerneville District). Applicant points out, 
that altho~~ this expense was excluded by Decision No. 76996 it was 
subsequently allowed in Decision No. 82361 dated Januar,r 22, 1974 in 
Application No .. 5:3288 (Jackson WaterWorks, Inc.). through 
inadvertence the staff failed to raise the issue in the last 
proceeding. We con.sider the 1ncen.tive iu11d more in the nature of a 
bonus, the cost of which shoul-d be paid for by the stockholders 
rather than the consumers. S~arf"s estimate will bo accepted. 

Stai'f's estimate of $900 for miscellaneous and per diem is 
$700 less than applicant'S figure .. Both est.1mates were based,on 
5-year averages~ which did not t.ake into consideration the 1975 
level of exp~ses. According ~ applicant the 1975 expenses were 
200 percent higher than 1974 expenses, which applicant conSidered 
unusually low. The eStimates being based o:c.S-year a.verages. should 
componsat.e for an unusually high or low year. Sta£f:s estimate 
appears to be reasonable and will be accepted. 
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Taxes Other Than Income 
Applicant's estimate of $.39,,)00 for taxes other than 

income for 1976 is $4,000 TnO~ than staff's. est1",ate. 
A?p1icant projected ,effective tax rates for the test years 

based on an analysis o~ the historic period 1970 through 1973.. It 
basod its estimate on the Sonoma County Assessor's method which gives 
equal weight to historical cost less depreciation and the capitalized 
income value in the derivation of the assessed valu-a of property .. 
Applicant, therefore, used proposed rates in reaching its estimate 
c1a1ming that the increase in earnings due to the propo,sed rate 
inc:-ease would result in hi3her ad valorem taxes.. Applicant argues 
that since rates are set for the future, the impact o,f the increased 
rates on ad valorem taxes should be re!'1ected in the test yea: .. 

Staff used present rates to compute capitalized income 

valuation in accordance ~lth the method used by the Sonoma County 
Assessor. Stai.f argues that since the ad valorem taxes for the 1976 e test year will be computed using 1975 revenues and since the 
Commission has held that t~ expense should reflect as nearly as 
possible the actual taxe$ paid during the test year, applic~~t's use 
of proposed rates 1z without merit and should be rejected (Decision 
No. 7991$ dated April 4, 1972 in Application No. 52161, Lark!'1e1d 
\'later Company). Also contributing to the difference is the 
difference in plant esticates. 

We agree that ad valorem taxes should be determined. on the 
basis of taxes actually paid during the test year and for this 
pu.""POse present rates should be used. The staff's estimates are 

" 

reasonable and will be accepted. 
Depreciation 

The difference between staff·s es~imate of $.31,.700 and 
applicant t s estimate of $33,300 for depreciation resw. ts frOm 
differences in plant account balances, and differences· in estimates 
of plant additions. retirements. ,_al?.d_r,P-llback adjustments. Both' 
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estimated depreciation accruals by averaging the adjusted beginning 
and end-o£-year b.aJ.anees for each depreciable plant account-and by 

applying the accrual rates which. were submitted to the Co~ss1on 
November 2S, 1973. 
Income Troc 

Although the same method was used for esticating inco·me 
taxes, s'taf'r·s as'timate of $76,000 is $24,7qO higher than applicant's 

figure because of the difference in estimating expenses and revenues. 
Both appli cont a.n~ ::ta.ff followed the sam'e procedures for 

deteI"'l"'lining tax depre'tl.ation; straight-line for federal taxes, and 
liberalized on a now-through baSis for state taxes. Sta.f.f's estimate 
is $5,015 higher be-cause of th.e difference in the estimates for 
expenses and for taxes other than income. 

The Commission has now issued its decision in the rehearing 
of Applications Nos. 51774 (The Pacific Telepho!'l.e and Telegraph 
Company) and 5~904 (General Telephone Company of California) relating 
to the ratemaking treatment of federal income tax depreciation and 
investment tax credit (Decision No. S7S3S' dated Septeltlber 13:, 1977). 
Among other things, the' Commission ,found: 
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"Under the normalization method we are adopting for 
ratemaking purposes, tax depreciation expense for 
ratemaking p'U'P0ses will be computed on a straight­
line basis wrlile federal taxes will be computed on 
an accelerated depreciation basis. The difference 
between the two tax computations will be accounted 
for in a deferred tax reserve. The a.verage SUm of 
the test year deferred tax reserve and the deferred 
tax reserve for the three next subsequent years shall 
be deducted from rate base in the test year. As a 
result of each of the deductions frOm rate base 
federal tax expense will be recomputed on the same 
basis in the test year for the test year and the 
three corresponding subsequent years, thus matching 
the estimated tax deferral amount for each period 
Wi tn the estimated federal tax expense for the S~l'Ce 
period. This method complies with Treasury 
Regulation 1.167(1) - (1) (h) (6) and is normalization 
accounting." (Mimeo. p~e 4S.) 

We, therefore, have made the appropriate adjustment. and adopt 
$10,300 as the estimate of deferred tax reserve. 

Further, applicant is placed on notice that the treatment 
of tax depreciation and investment. taX credit found, reasonable in 

Decision No. S783S will be applied in all future rate proceedings. 
for all subsidiaries and a£filiates :0£ Citizens Utilities Company. 
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Rateo~ Ret.urn 
Applicant contends that a reasonable rate of return would be 

no less than 12 perct"nt. The sta.f'f recommends a 9.00 percent to- 9.30 
percent rate of return, which would result in a 9.70 percent to 10.$ 
percent return on equity.lI 

Rate of return is a judgment determination which the 
Commission must make in an impartial manner. In addition to- the 
constitutional requirements consideration must be given to such 
factors as financial requirements for construction, the amount of 
funds available from advances and contributions for construct,ion, 

o 

applicant's status as a wholly owned subsidiary of Cit,izens-Delaware, 
the consolidated capital structure and related debt costs, of . e Citizens-Delaware and its subsidiaries, the impact of high interest 
rates, earnings of other utilities; tho effect upon consumers ~~d 

investors, inrlation, and service. 
As 0-£ Deeembe~ 31, 1974 Citizens-Delaware and subSidiaries 

indicated a capital structure consisting of 40 percent dobt ~~d 60 

percent common stock ' equity in the form of 4..1 million shares of 
Series A common and 1.4. million shares. of Series a common. For the p.ast 
10 yea:-s the cash payment of dividends to holders: of: Series B, common 

The ra.te . of: return. Gxh.ibits received in the Jackson \V'ater 'ilorks, 
Inc. proceeding' (Applica'tion No. ,55430) were aJ.so,received in t.his 
proceeding. By- stipulation all tes.t1mox:y relating to,~hose 
exhibits was ineorporated by reference :J.n this pro·ce,edl.ng. 
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has ranged between 16-1/2 to 21-1/2 percent of earnings a.vailable 
to common equity. In 197~ the company experienced earning rates of 
16.10 percent on book value, which is a lO-year high mark. 

The st,afi' introduced compari.30ns tor the five yoars. 1970 
through 1974, relating to earning rates On average capital and common 
stock equity together With interest coverage for 10 combL~at1on 
utilities, S large regional water companies, and 9 Class A California 
water utilities. Citizens-Delaware and subsidiaries earned 12.57 
percent on total capital, 16 .. 76 percent On common equity, and interest 
on debt was earned 4.47 times. which was well above the average ea.~ed 
by the others. 

Applicant points out that the staff's comparison £'ails to 
reflect whether the companies listed have sought, should, or would 
seek rate increases and therefore suggests that the ea."'"nings on average 
common equity as shown by the sta£'f's exhibit may be low .. 

Applicant introduced Exhibit 14, Which ~eve10ps the earning 
requirements of the California subsidiaries of Citizens-Delaware 
based on the cost of debt: and equitj" capital to Citizens-Delaware as 
of October 1975. According to the exhibit the cost of capital of 
Citizens-Delaware is over 12 percen~ a~d is broken down as follows: 

C:lpi tal Total 
Capital Cost Capital 

~ Ratio Rate Cost 
Cu...'"'Tont Capital Costs 
Long-Term Debt 
Short-Term Debt 
Common Equity 

Total Capitalization 
Embedded Cos'!; o~ Debt 

to~Term Debt 
Short-T~rm Deb~ 
Common Eq,ui ty 

Total Capitalization 

.32 .. 4" 
8.6 

59.:0 
100~0% 

32.4% 
8.6 
59~O 

lOO~O% . 
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Applicant' $ rate of return expert. testified that although 
Citizens-Delaware is not presently engaged in the issuance of long­
term securities the current cost is approximately 9.25 percent and 
short-term prime cost is currently 7.,0 percent; however, when effect 

. is given to the noninterest bearing compensating bank bala.."lces the 
effective cost to Citizens-Delaware is S.82 percent.. He .further 
testified that . it was his opinion that no· short-term borrowing would 
be necessary up to the end of 1976-. In March 1975 Citizens-Delaw.are 
sold $20 million of 30-year bonds at a cost o·! 9.05 percent,. which was 
lower than the costs indicated for other double A utilities making 
debt offerings at that time. According to the witness this was 
possible because Citizens-Delaware is in a better financial po-sition 
to issue debt than many other double A companies. It wa.s his opinion 
that equity investors require anywhere £rom :3 to 6 percent more than 
the cost of debt, and for the past five years the earnings in common 
equity of Citizens-Delaware has averaged better than 15 percent. 

As of August 1975 the earnings price ratiO of Citizens­
Dolaware was 10, which was comparable to Moody's 125 Industrials. 

Its market price 0001<: value rat.io of 1., was higher than the 1974-
1.13S for MOody's 125 Industrials and the .,62 for MOody's 24-
U~ilities. Applicant's rate of ret.urn witness gave no conSideration 
to the operating results for other water utilities for comparison 
purposes because he considered ~ho wa~erut11ity industry as 
financially sick, and consequently not indicative of reasonable 

earnings. 
The staff found that the embedded cost of debt· for 

Citizens-Delaware is 7.84 percent. In maY~ng its determination it 
included cert.a1n REA mortgage notes of a ::;uosidia..-y 3."ld ce:-ta"'''l othe:­
subsidiary obligations, whiCh applicant excl~ded from its 
determinations of embedded cost.. Applicant contends that this -is 
improper because it tends to .lower embedded·· debt. co,sts.· .Appl~cant· 

\ 
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argues that REA notes are aVailable by statute only to the subsidiary 
Arizona corporation, and that the proceeds or the old pre-acquisition 
issues ot the other subsidiaries are available only to the issU1n.g 
companies. Applicant further argues that the proceeds ot the lower 
cost debt issues are not available to the California subsidiaries and 
districts. 

Applicant raised the same issue in a Writ or Review dated 
June 21, 1972 in Larkf'ield ~1ater Company v CPUC, SF No. 22910. The 
Supreme Court denied review. The issue is moot. The sta:f'f' by 
including all suosidiary debt used a reasonable appro'3ch. 

In October 1974 the Commission in Decision No. S3610 used 
the consolidated capital structure in awarding an &.50 percent rate 
of return to Washington Water and Light Co., which is· wholly 
owned by Citizens-Delaware. The last authorized rate ofretum tor 
&pplicant was 5.53 percent as determ:i.ned by DeciSion No. 76996 dated 
:rr~ch 24, 1970 in Application No • .4.S90,. 

e The capi t.al structure or Citizens-Delaware is less risky 
than most utilities in that it.s 60 percent equity ratio is well above 
the level of other utilit.ies. Even in a competitively free regulated 
area it enjoys a return on equity comparable to indust;rial companies' 
that are engaged in highly competitive fields where the higher risk 
justifies a higher return on equity_ 

The start's recommended rate o£ return of 9 percent on the 
adopted rate base and a rate o£ return on' common equity of 9.7 
percent would be reasonable., i~ applicant were providin.g 
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an adequate level of' water service and quality. However, the 
record in this proceeding clearly demonstrates that a.pplicant's 
water quality and service are below minimum standards ~d inadequate .. 
The quality of' water distributed by a.pplicant is especially poor in 
regard to color, taste, and ,odor and it contains considerable 
amounts of' iron and manganese. 

Applicant 'Will thus be :::required to £-lle a 5-year plal'l 
including associated costs and timetable for upgrading its system 
to provide an adequate level of' service and water quality. The 
plan should set out a program of system improvements giving 
significant consideration to the staff"s suggestions set forth in 

Exhibit 13 and to those suggested by the California Department of 
Health. The plan should include an annual expenditure- of at least, 
$7$,000 for replacement of' distribution mains, construction of 
water treatment facilities, and installation of an additional 
storage tank. The plan must be approved by the Executive Director 
and Once the plan is approved applicant. will be required to implement 
all phases of' the plan according to the timetable it establishes. 

; 

Until such time as all of the 'requirements contained in 
the plan have been completed, applicant "s rate of return will be 
established at 7.2 percent. But for the fact that applicant's 
presently authorized rate of return is 5.53 percent established by 
a 1970 decision during a different era of utility regulation, there 
-would be no reason to raise the rate of return at this point in time. 
An increase in present rates and charges consistent with a rate o·f 
return of 7.2 percent is reasonable so long as applicant proceeds 
in a timely manner to upgrade the present water quality and service 
to an adequate level in accordance with the ~"oe-approved plan and. 
timetable. 
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If applicant sbould fail to submit a rea.sona.ble plan as 
ordered bere:in or fail to implement tbe approved plan accord.ing to­
its time schedule, then applicant's rates and charges Will be 
reduced to their present levels. 

Upon certification by the Executive Director that a 
stage of improvement, tha.t is, a phase of the approved plan, has 
been cOInpleted, applicant Inay submit a tariff filing to revise its 
rate schedules to reflect the existing authorized rate of return 
(7 .. 2%) on the previously approved costs for such completed phase. 

Completion of the entire plan should raise applicant's 
water quality and service to an adeq,uate level at which time staff·s 
recommended rate of return of 9.0 percent will be reasonable.. Thus, 

I 

upon certification by the Executive Director that all improvements' 
required by the plan haV(~ been completed, applicant may submit a 
tariff filing to revise its rate' schedules torenecta rate of 
return of 9 .. 0 percent. Such tariff filing, must be approved by tbe 
Commission prior to becoming eff'ect·ive. 
Adopted Results 

A summary of the earnings as computed and adopted' for 
test year 1976 is as follows: 
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Item. 

Opera.ting Revenues 
O~r&t1ng ~ses 

Oper. & Main. 
Atjmin. & Gertl. 
Depreciation 
Taxe3 -··Except 

Ineome 
Income Taxes 

Total Elcperuses 

Net Opex-ating Rev(~nue 
Average Rate Ba8e 
Rate or Return 

SUMMARY OF ~~NCS 1976 
, (Do~ in Tho~anQ~) 

: . 
Apl'licant Sts.1'f 'I • 

' . . 
:Pre~ent*:Proposed. : Present*:Propose4 : 
: Ra.t~!5 : Rates :- RAtC3 = Rate:!! 

$243.7 $ 3-95.5- $251.1 $. 405·.4 

ll6.4 1ll.6 107.0 107.9 
48'.3 54.3 31.7 32.S 
30.9 33.3 31.7 31.7 

37.5 39.3 34.6 35.3 - 51.3 .ll:.1) ..:&&. -
233.1 289'.8 201.7 283.7 
10.6: 10$.7 49.4 121.7 

99:3-.5 1,1'62.4 981.;'" l,.Ol.2'p) 

1.07% .Q 09%"\1 I • 5.03% l2.02% 

(Red. Figure) 

*Present RAtes ref'lect expense e3timates and 
r&t~ '0&30 a.t time a.pplication Wllo::J tlled. 

: 

: 

: 
AdoEted : 

$ 304.7 

109'.0 
33.2 
31 .. 7 

35.3 
~ 
231.1 
73,.6· 

l,020.9-
7~Zf, 

On the first day of hearing, applicant introduced a number 
of exhibits revising many of its origirial esti,mates. Applicant claims 
this was necessary to rene c't increases in costs. ~d expenses. during 
the one-year period from January 7, 1975" the date "of filing, to the 
date o£ hearing. 
Findings 

1. Th.e proposed order will be entered on an interim baSis. 
Upon certification by th.e Executive Director u> ~~e Co:=ission th.a~ 
he has approved: a plan for iIllProv~ments t.o applican-e's system 
including associated costs and timetable, this interim order will 

. be COme final. without further order of the Commission. 

-32-



".', ", 
• fit 

" 

A.55431 lc 
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2. The estimateS:~o,f"o.perating revenues, operating expenses, 

and rate base adopt.ed herein f~r. t.est".,year 1976 are reasonable. 
'\, . , 

3. A rat.e o:t return o! 9.0 percent on the adopt.ed. rate base 
. ' -

would be reasonable if applicant were providing an adequate level 

of sez:vice and water quality-
,4. Applicant's level of service and" ,wat~~ q:U~ityiS., ,~', 

inadequate beeause·,~tle"""wat.er being di,~tx:ib'llted by'··'applica.n:t,~i.~"poor 
in regard to. celor~ taste, and eder" and,,:,i.t 'contains considerable 

. , ~ ".,' , ' 

amounts o.f iron and manganese. '." ',' 
'. 5. Applicant will be required to. file a 5-year plan,iricluding' 

, , ...... ". . 

asseciated co.sts and timetable, fer upgradi'ng its system to. proyide 
an adequate level ef water quality and service, g:t~g:··s'ign:i.fiC~~' ",' .':, 
censideratien to. the staff'ssuggestiens set forth in Exhibit 1·3-· 

and to. these suggested' by':th~\ Califernia, Department .. ef Health. The., 
plan sheuld in cl ude an annual expenditt:t.re."·e£' ;at least $7 5,000 £0.:;;" ~ 

, . ',,- . 

replacement o.f distributien mains, censtructien er' watertres;tment 
facilities, and installatien 'cf an additional sterage tank. 

\..1.' t,. '"' '.K ~ .. 

. 6. Upen appreval efaplan and'timetabl:e by ,the ,Executive 
" '" ~ ... , ~. ; " . 

Director, applicant "wdll be '.required to. implement all phases~ 0.1' the 
. . " ~, " ' "'. 

plan accerding to. the estaplished timetable. " "'~ 

7. . Until s1.:1ch time~:a~l all ef the ,requirements set fo.rth in 
the appro.ved plan have been"""co.mpleted,appli'can~' s . rate- 0 f return 
will be 7.2 percent, which is ,reaso.nable under the circumstances. 

S. Upo.n certification by the Executive Directer that a 
stage o.f impro.vement, that is, a phase o.f the appreved plan, has 
been co.mpleted, applicant may submit a tariff filing to.· revise 
its rate schedules to reflect the existing authorized rate o.f return 
en the previo.usly approved co.sts for such co.mpleted improvements." 

9. The increase in rates and ,ch.arges are autho.rized herei:l 

to.taling $53,600 are justified and reaso.nable so. lo.ng as applicant. 
is pro.ceeding in a timely fashio.n to upgrade its, present service 

and water ~uality to. an acceptable level. 
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10. If applicant.. fails to u.pgrade its level of water quality 
and service as ordered· herein, then the present rates and charges 
are reasonable and the rates and charges ordered herein would be 
excessive and unreasonable. At such time, the Commission will 
reduce applicant'S rates and charges to the present level. 

11. Completion of all improvements required by the approved 
plan should raise applicant'S water quality and service to an 
adequate level at which time a 9.0 percent rate of return will be 

reasonable. 
12. Upon certificat.ion by the Executive Director that all 

improvemen ts required. by the approved plan have. been cotnple'Ced, 1 

applicant may submit a tariff filing to revise its rate schedules. 
to reflect a. rate of ret.'I.lrn of 9.0 percent. Such tariff filing 
must be approved by the Commission prior to .. becoming .effective. 

13. All cost. accounting pro·ceduresof administrative and e office costs and expenses that-'-arEi"-arYocatedby Oi tizens Utilities 
to its California subs:idiaries, including applicant her~in, shall 
conform to the staff re commendations set forth in the pro ce:ed::tngs 
on Jackson Water Works, Inc. in Application No. 55430 (Exhibit 17) 
as previ6uely ordered in Decision No. S7609. Failure ~.':) do so '11111 

.... . 
result in disallowance of all administrative and office exponses 
that are al~ocated to the California subsidiaries cf Citizens­
Delaware effective July 19, 1975. 
Conclusion 

The application should be granted to the e~ent 

h.ereinafter set forth in the fol16w:i:ri.g- ord'er~ 

INTERnvi ORDER 

IT IS ORDERED th.at: 
1. Citizens Utilities Company of California - GuerneVille 

District is authorized to £11e the rev:ised schedules of general 
met.erad service attacned to this order as Appendix A, and con-

" " 

currently to cancel its present Schedule for general metered: servi.ce . 
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Such filings shall comply wi~h General Order No .. 96-A.. The. 
effective date of the new and revised tari£f schedules shall be· 

four days after the date of filing. The new and revised schedules 
shall apply only to servi ce rendered on and af'terthe effe ctive 
date thereof'. 

2. Within one hundred twenty days after the effective date 
hereof applicant. shall file with the Commission a plan of system 
improvements, giving significan~ considerat,ion to the ,sta:ff' 
suggestions set forth in Exhibit 13 and to those sugges:ted by ,the 
California Department of Health, that will require the expenditure 
of at least $75, 000 a year. 

3. Upon approval of the plan and in accordance with the 
timetable established therein, applicant shall make the r.l.eeessary 
improvemen ts. 

4.. Upon certification by the Executive Director ,that a phase e of improvement has been completed, applicant may sUbmit a tariff 
filing to revise its rate schedules to reflect· the existing 
authorized rate of return on the previously approved, costs for such 
completed phase of improvement. 

5. Upon certification by the Executive Director that, all 
improvements required in the approved plan have been COmpleted, 
applicant molY submit a tariff filing to revise its rate schedules 
to reflect a rate of return of 9.0 ,percent. Such tarifr'filing must be 
approved by the Commission before beCOming effective. 

6. If applicant fails to ,file' or implement a plan within 
one hundred twenty days of the effective date of this order or 

fails to implement the plan for improvements in accordance with its 

approved timetable, the Executive Director sb.all immediately certify 
this f'ailw:e to the Commission for acti,on consistent with this 
decision. 
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7. Applicant's pe~i~ion for an interim ra~e increase is 
denied. 

$. This order will be entered on an interi'm basis. Upon 
certifica~ion by the Executive Director to the ' COmmission that 
he has approved a plan for improvement.s to applicant's system 
including associated costs and timetable, this interim order will 

become' final·without further order of the Commission. 
The e:f:fe cti ve date o:f this order shall be twenty days 

att.er the date hereof. 
Dated at San Francisco , California, this 22nd 

day of . November , 1977. 

I will file a dissent. 

lsi WILLIAM SYMONS, JR. 
COml'lUss1oner 
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ROBERT BATINOVICH . 
Pres,1d.ent 

VERNON' L. STURGEON' 

RICHARD D. ,GRAVELLE 

CLAIRE T'.DEDRICK' 

Comm1s,s1oners, 
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APPLICABILI'I"! 

APPENDIX A 
p~o 1 ot :3 

Schedulo No. GU-lA 

ANNUAL METERED SERVICE 

ApPlicable to all metered water service. 

TERRITORY 

Guerneville, Rio N1do, ~t Guerncwood, Guemewood Park, Northwood, 
Monte Rio, Vacation Beaeh., River Meadows, and vicinity,Sonoma County. 

Quantity Rat.e~: 

Per Meter 
Per Month 

For t.h~ .:t:irSc. 300 cu..ft." per 100 C:1l.:t:'t-. 
'For all over :300 eu.:t:'t., per 100 eu.:t:'t • 

......... -.... SO.ZlO'·, ..... ...... -,. 

Ar:Ir.J.l.&l Service Charge: 

'For 5/B x :3!4-inch metor •••••••••••••••••••••••••• 
'For :3/~inch metor •••••••••••••••••••••••••• 
For l-inch meter ........................... --
For l~in.eh meter .............. -- • • • • .... • .. • • .. .. .... ~. 
For 2-ineh meter •••••••••••••••••••••••••• 
For 3-ineh meter •••••••••••••••••••••••••• 
For 4-inch meter •••••••••••••••••••••••••• 

the Service Charge is applicable to- all metered 
service. . It is a readiness-to-serve charge to 
which ~~ added the ebarge computed at the Quantity 
Rate tor water used during' the oi' J :i og period. 

Serviee Establishment Charge: . 

'For eaehestablishment or ree~ta~li~hment or 

Per Meter 
Per Year 

$ 63.00 
90.00 
l:3~.OO· 
247.20 
392.40 
775.20 

1~128.00 

water service • ••••••• " ......... ,' .................... ~ •••• ,.. $4.ool :~ 

(I) 

ex) 
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APPLICA.'Bn.rrr 

APPENDIX A 
Page 2 of :3 

Schedule No. GU-4· 

PRIVATE ~ PROTECTION' SERVICE. 

Applicable to all water ~ervice rcnaered for private !ire protection 
purposes. 

TERRI'IORY . 
'l'he unincorporated: communities of Gue:rnev1lle, Rio Nido, Ea.:st.Guemewood, 

Guernewood. Park, Nort.hwood,i.tonte Rio, Vacation. Beach, River Meadow3, and. 
vie:1.:o:tty, Sonoma County-

~ Per Ye~ 
Fire Eyd.ront Rate:J: 

For each private hydrant. ......... .......... ..... •••••••• $l~.OO· eI) 

Sprinkler Connection Ratos: 

For each 4-inch connection, 
For each 6-ineh connection 
For each S-ineh. connection 
For each la-inch eonnection 
For each 12-ineh eonnection 

or smaller •••••••••••• 
•.•••..... -......•.•..• ~ 
..••.•.••....•.•.. ~ ..... 
•••••••••••••••••••••••• 
~ ....... -... ~ .. -.-..... . 

, ' 

Per Month 

$ 7.,0 
10.90 
lJ.~55· 
30.30 
42.40 

(I) 

eI) 

\ 



APPLICABILITY 

APPENDIX J. 
Page 3 o!,:3 

Schedu:.e GU-5 

PUBLIC'~ H'tORANI' SERVICE 

Applicable to all tire hydrant :lervice!Urni:Jheci to dw.y organized. or 
1neorpor~ted £ire districts or other political ,-ubdivi3ions of the, Sta.te. 

TERRITORY 

The unincorporated eommWlities of Gue%"t.l.eville, Rio Nido, ~t. Guernewod, 
Guernewood. Perk, North'WOOd,. Monte Rio, Vaca.tion Beach,' River Meadow8, and. 
vicinity, Sonollltl. County.. ' 

Per Year 
Guerneville Fire Di~trict.: 

Flat rate charge tor 
3- 2-inch hydrent.~ and 

l6- 4,-inch ~drants ..................................... '.. $90&.00 (I) 

Additional 2-inc:h hydrants, each, .................... 18" .. 00 
Additional 4-i:c.ch hydrant:J ... each ........ ;................ 43.80 

Moc:l:.e Rio Fire District: 

4-inch ~drant~, each •••••••••••••••••••••••••••••• 
2-inch hydr~ts (high pre:Jsure), each, •••••••••••••• 
2-inch hyc.rants (low pres~e), each ••••• .: ••••••••• 

4-inch hydran:t3, each 
2-inch hydrants., each 

..............•...• ~ .......... . 
•••••••••••••••••••••••••••••• 

43.$0 
lS.oo 
7.;0 


