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Deeision No. P.~'?~ November 22, 1977 

m::FORS THE PUBLIC UTILITIES CO~1MISSION OF THE srATE OF CA.LIFORNIA 

Applieation of LARKFIELD WATER ) 
CO~~k~ir for authority to ineroa~c 1 Application No. 554.5-:3 

(Filod J 2.rlUary 22, 1975) i ts:': rate~ and charges for i t.s wat.er 
sy~tem serving the unineorporated 
area' of Larkfiold ~d vicinity north 
of,', ~nnta Ro:::a in Sonoma County. ~ 

John H. Engel J Attorney at Law, for ap,licant. 
Rand:lll ~~:1.1keS, Att.orney at L3.w, for ACTION't 

protest~t. ' 
M¥? Carlos J Attorney a't- LawJ ~d J :'-:U:'1es B..'l!':'les, 

or the Commission stafr. 

I}lTERIM OPINION 

Larkfield Water Company, a wholly o~ncd sub:::idiary of e Citizens Utilities Company (Citizens-Delawa:e)"requests an 
, ,I 

increase in rates for water serviee designed to inerease 
annual revenues in the t.est year by S70~:300 over thO rates now in 

I, • 

e£!oct.. 
Pt~olie heari."'l.g was held. beforo Examiner Doly at So.l'lta Rosa 

on Novemoer"24, 2$, 26, 1975, a:'l.d J~uo.ry $, 1976, Olt San Fra.."l.cisco. 
Th~'matter w.:;..s sub=i'ttec. on coneu:-rcnt. briefs sinco .!'iled ond 
co~sidered. Copies of the application ~er~ served upon interected 
parties and not.ice of hearing was published,. po'sted, a,."1.d mailed in 
accordance 'With the Commission'$ RUles of Practice and Procedure .. 

, " 

Citizens-De13ware both oper~~es 3n~or has subsidiary 
ut.ili ty compani~s proVidin,; ga::;~ elcc~ri~, ~elcpho:le, water, and 
waste water :ervicos in more th~'" 500 eomcunitie~ in the U:lited 

,"" . " .. 
States. Services, including general mana.e;e~ent. a.."ld supervision, 
""." ", '..J' 

engineering, accounting, financial, legal, and others,. are, performed 
',' • I ' 

i~ St:l.":lforC., Connecticut, 'by :it1zcns-:)elawarei"or iis subsidiaries. 

I, .1" 
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A.55453 t:c 

Certain management and supervising, accounting, billing, and other 
reporting services £or Citizens Utilities Company of California '. 
(Citizens-Ca,lifornia), and its California affiliates, including 

. applicant, are performed at an administrative office in Redding, 
California. In addition, certain plants in the Sacramento office 
of Citizen$-California are used for the common benefit of all water 
operations of affiliated water companies in California. 

Applicant provides wat.er service to an unincorporated 
portion of Sonoma. County about. f'our miles north of' the city of 
Santa Rosa. The service area which is divided into three parts 
including two subdivisions CLarkfield and Wikiup) and the unincor­
porated community o~ Fulton, is served by one interconnee~ing 
distribution system. The Lark£iold s~bd1vis1on and the community 
of :Fulton are located on relatively f.lat t.errain, while the W1kiup 
su'bdi vision rises sharply to the north. These areas v:;ry in e elevation from approxi~telY 150 feet. to 5S0 feet. Water is supplied 
to the service area by~hree wells located in the Larkfield subdivision , 
and from a connection to the Sonoma County Water Agency's aqueduct. 
The distribution system consists of approximately 71,000 feet or 
mains, ranging in size from Z inches to 12 inches. The system is 
composed of' about 90 percent cement as.bestos and 10 pereent cast­
iron wa.ter mains. As of December 31, 1973,. applicant, was· serving· 
70S .metered. C".lstomers, twe> private fire connections, and 4.8 public 

£'ire hydrants. 
Rates ," 

Applicant prol»ses to increase rates as indicated by the 
following comparison of present ,and proposed rates: 

." 
~.". 
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METERED SERVICE 

APPLICABILITY 
Applicable 'to all metered w&.t;er service. 

TERRITORY 
Lark!1eld Estates and vicinity, l¢cated approximately three 

miles northerly or the· City or Santa Rvsa, Sonoma County. 

RATES 

Service Charge: 
For 5/S x 3/4-inch meter 
For )/4-inch meter 
For 1-inch meter 
For 1-1/2-inch meter 
For 2~1nch meter 
For 3-inch meter 
For 4-1nch meter 
Fo~' 6-inch meter 

Quantity Rates: 

................ ............ '- .... .........•.... 
•••••••••••••• ............... ·0-......... ' ..... , 
................ ............. -.. ," 

Per Meter Per~: ¥..onth 
Present, Fropo,sea 
Rates Rat.es 

$ 3.75 
4.10 
5.65, 
7.90 

10.25 
19.00 
26.00 
4.l.00 

$: 5.70 
6.20 
S.60 
12~OO 
1$.60 
2S.90 
39.50 
62.)0: 

For the first 50,000 cu.ft., per 100 cu.ft ... 352' .5,)5-
For allover 50,000 cu .. :£'t,., per 100 cu. ft •• 307 .467 

The'Service Charge is a readiness-to-serve charge 
to aJ.l metered service and to' which is to be added 
the monthly charge computed at the Quantity Rat,es. 

PRIV ATE !m .PR;,;;.;O;.,;;;T_E_CT;:,;;I_O;;,;.N SERVICE 

APPLICABILITY 
.Applicable t~ all wa~er service furnished for priva~ely owned 

fire pro-e.cC't1on sys~ems. ' 

TER..ftITORY 
The unincorporated subdivision known as Lark!ieldEstates and 

vicinity, located adjacent 'to U.S. Highway.101, appro:dJ:la-e.ely three 
.miles north or the City or Santa Rosa, Sonoma County--

RATES 
Per Month 

Pr.esent Propo-sed 
Rates Rates 

For each inch of diameter of service connection" . $l~ 2;, $1.'90· 
, . 
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A.55453 bm/fc 

PUBLIC FIRE HYDRANT SERVICE -
APPLICABILITY 

Applicable to all fire hydrant service furnished to municipal­
ities, duly organized or incorporated fire districts, or other 
political subdivisions of the State. 

TERRITORY 
The unincorporated subdivision known as larkfield Estates, and 

vicinity, located adjacent to rr.s. Highway 101, approximately three 
miles north of the City of Santa Rosa, ,Sonoma County. ' 

RATE, - Per Month' 
Present Proposed 
Rates Rates 

For each hydrant •••••••••••••••• ; ••••••••• $2-.50 $3.. so 
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Service and Quality of Water 
There were two informal complaints reg1s~ered with the 

Commission in 1974 and tour informal compla1n~s filed through 

October 1, 1975. 

:f'ollows: 
Compla.in~s filed in applican~~s office are indica~ed as 

Type of Complaint 
Main Leaks 
Di~, Sand, Smell 
No Water 
Low Pressure 
High Pressure 
Miscellaneous 

Total· 

1m 
5 
S 
2' 

14 
1 

£2. 
55, 

1/1 to 10/1/75 
5-
5 
1 

14-

Subsequent to the filing of the instant application the 
COmmission received 224 form le~ters :f'rom the Greater Lar'~:f'1eld 
Civic Association listing the :f'ollowing complaints. 

Inadequate Fire Protection 
Low Pressure 
Insufficient. Water 
~rater Quality 
Odor 
Dirt 
Iron and Manganese 
Expected High Cost 
!l.iscellaneous 

Total 

5 
9~ 
69 

145 
12 
15 
29 
13 

-1::. 
390 

In addition to the increased rates, 3. major complaint o':f' the 
Wik1up Home Owners' Association was the low pressure a~ the higher 
altitudes and the 1nadequate,fire flow. As a result of a meeting 
held in June 1975, between app1ieant, representatives o£'.the home 
owners' assoeiatioIl and a member of the staf!, st.eps were ta'tcen to 

improve pressure for nine customers. in the closed pressure: zone. 
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Twenty-four publie witnesses testified. Several were of 
the opinion that the Cf,st of water was too high at th.e present rates 
and resulted in restrictive use for gardening. Others complained of 
low pressure and many complained of dirty water tha.t diseolored 
kitehen and bathroomfaeilities and stained dishes and clothes. 
Several testified that it was neeessary to use an aeid eompo~~d to 
clean kitchen and bathroom facilities·. A doctor, Who is a patholOgist 
and president of the Sonoma Medical Assoeiation, t·estified that the 
high eontent of manganese in the water constitutes a potential health 
problem. A representative of the California Department o,f Health, 
who was presented by the staff',. testified that tests of Wells Nos. 1, 
3, a.."ld 4, made on November 17,. 1975, indicated high iron and 
manganese eontents. He reeommended that the iron and manganese be 
removed by effective treatment so as to eonform with maximum limits 
established by the ~~e of California. It was hi~ estimate that 
separate treatment plants at eaeh well would cost approximately 

$235,000. 
The Fire Chief of the district testified that he was 

particularly concerned with the hydrant flow at Los Altos Court 
and Vista Grande, which drops to 290 gallons per minute when 500 
gallons per minute is the minimum reQ.uired. Lack of notice of 
shutoffs was also a. problcc expressed by many of the other public 
Witnesses. On three occasions during the period of 1974 and 1975 the 
Sonoma C01.l."lty Water Agency turned off th& water without. noti:f'ication 
until some time after the shutoff. Although applicant, with the 
help of some of the residents, attempted to notify customers by use 
of a sound truck,. spot radio and television announcement·s,. and 
distribution or handbills, :m:;my customers were uninformed. 

Another problem fr~<iuentlymentioned was the dif:f:icul ty 

experienced in reporting leaks or. service problems· and ·,inobta1ning 
information by. telephone. . In mest' cases no one was av~lable. to, 

-6-
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answer the telephone. According t.o applicant. t.his problem has 'been 

corrected by a new telephone number, \,lhich ,will permit 
customers 'to call the utilit.y oi'1'ice in Guerneville without· charge. 
During nonbusi::l.ess hours a call d1vereer will automatically transfer 

calls to a serviceman. 
The st.a££" recommends that an add1 tional storage tank be 

installed at. the lower storage and pump st.at.1on and th,3:t increased 
boost~r pump capacity be installed at the upper pump station in order 
to provide ~ adequate quant.it.y 01' water to the upper pressure zone 
during periods of maximum demand. The staff further recommends that 

applicant. ~~vestigate a better method 01' treating the well water 
production in order to improve the quality of water. It was the 
staff's estimate that a treatment plant to improve the water quality 
would require an. additional investment of approximately $2,00,,000 

for filtration equipment, which would require approximately $60 per 
customer per year in additional revenue at the staff's recommended 

" ~" 

rat.e of ret.urn of 9.0 percent. 
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RClt.e Base 
The f'ollowing tabu1~tio:c. sets forth a comparison or 

applicant and the staff rate base components for the estimated ye~ 
1976, which includes applicant'S estimates at the, time the 
application was filed on J3nuary 22, 1975, and its revised estimates 

filed during t.he course of hearing :in Exhibit ll. 

A?plicant 
Date or Applicant 
Filing Exh. 11 

Ut:i.li ty Plant in Service $982,000 $945,700 
Re~erve for Depreciation (l62~OOO) (162,l..£Q) 
Net Plant In Service $817,000 $7~,300 
Coamon Plant 2,900 2,900 
Material.~ and. Supplie~ 5,500 5,500 
Workirlg C~ 12,700 12,700 
Mi.ni.Im.w BaDk &lances 6,900 6,<)00 
Non-Interest Bearing C.W.!.P. 5,700 1,700 
AdvllXlCes for ConstNction (259,000) (218",900) 
Contributions in Aid 

o! ConstX'llction (20,800) (22,000) 
Reserve tor Deferred Income 

Taxes (lSz800) (12',c2OO) 
A.verage Rate Base $552,100 $559,900 

(Red Figure)' 

-$-

Starr -
$~.lOO 
.(~t800) 
$ .. 300 

2,.900 
3,700 

ll,ooo 
-2',.600 

(218",900) 

(22,000) 

~'200) 
$ 100' , , 

Applicant 
Exceeds 
Staff 

$107,600 
..J6,6OO) 

$101,000 

3,300 
$1l~,800' 
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The di£:Cerence 'be1;ween. starr and applicant. is primarily 
due to statfFs (1) allowance of $24~000 for 1976 plent. additions, 
(2) elimination 0:£ Well No.2- from rate base, and (3) adjustment for 
12-inch main. 

Applicant revised its estimated construction of utility 
plant for 1976 to provide for th.e following: 

Item -
Une e:x:t.ensio:ls and replacements 

under $l~OOO 
Un. extensions and replacements 

over ·$1,000 
Meters and Services 
Storage Tank at Wikiup Drive 
2,000 gal. Chemical Storage Tank 

at \']ell #3 . . 
Chlorine and Treatment Equipment 

at viall #4 
Total 

$ 6,000 

6,000 
4,000 

$0",00 

2,500 

~-tOOO $10,800 
St.aff introduced a graph of applicant's plant additions 

(Exhibit 24) which. it contends shows a predict.able pattern of peak 
const.ruction prior to or during applications for increases and 
valleys of minimal construction during other years. In support- or 
1 ts con1;ention staff points out that applicant shows construction o£ 

$lOS,OOO and. $103,000 :£or the years 1975 and 1976 and est.imates 
construction at less than $20,000 a year for the years 1977, 197$:, 
and 1979. 

The star! excluded Well No. 2 because in a prior proceeding 
the Commission found that. ft ••• Well No. 2 is producing'turbid"o'rater 
at. an inadequate rat.e after the failure of its casing_·r- Since the 
constructi0I?- of: Well No. 4 in 1975~ 'Well No. 2 has been maintained 
on a. st.~dby basis for \iell No. J; however, it has not been usee. 
since the new well has been. placed in. operation. 

Staff also excluded a portion o£ the. cost o£the l2-:tnch 
main to the Sonoma County aq,ueduct.,· because the Commission in. the . 
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prior proce&ding (Decision No. 7991$~ supra) found that applic&~tts 
12-inch main was oversized. 

Staff recommends installation o~ the storage tank, but it 
takes the position that no allowance should be made until the tan~ 
is actually constructed. Al though. the tank was Originally scheduled 
for completion in the su.mmer ot 1974 no wO,rk had been performed as of 
late 1975. Applicant claims that construction o·f the tank was 
delayed because of a delay in construction of Well No.4, but that a 
work order has been issued and construction Will be completed in 
May 1976. 

Staffts estimate for reserve tor depreciation is lower 
than applicant's because its estimate of plant additions is lower. 

Applicant and the sta.£f computed wor~ing cash by using the 
simplified basis prescril>ed by statf Practice U-16. The 'mi.."lO~ 
difference in working cash is due to the different estimates 0'£ 
expenso. The staf:£, did not include additional amounts for m:Lnimum 

bank balances in conformity with Decision No. 83610 dated October 16, 
1974 in Application No. 54323 (~lash1ngton Water and Light Co .• ). 

Staff's estimate of materials and supplies is $1,. less 
than applicant's. Both used weighted averages supplied tromfigures 
in applicant's work papers covering the years 1970-1974. Staff, 
however, in reaching i~s determination also used the year-end amount 
or $2" 416 for 1974, Which was 'taken from applic.?,nt' s annual report 
and is less than the $5,.100 weighted average. Staff tal<:es the 
position that 1t& ~&timate is 'reasonably close to applicant's <lctual 

inventory as of July 3l, 1974. Stat£" aJ.so takes the position and 
we agree that the amount of $3" 700 is ample for I::Oterials and. 
supplies particularly in an area close to Santa Rosa where supplies .' , 

are readily aVailable when needed. 

Stat!" s estimated rate base in the amount of $446.,..106 is 
reasonable andW1l1 be accepted. 

-10-
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Qperating Revenue 
The s~aff reviewed applicant's method of estimaeing water 

consump~ion and revenue and made an independent es~imate 01" the 
~uantities. The sta££ estimated the annual metered sales per 
commercial customer by use or a multiple regression analysis based 
on time, rainfall, temperatur~.and recorded historical consump~ion. 
Based on the Santa Rosa wea~her 'station, an. annual average use per 
customer of 239.1 Cc.f per cus.tomer .was determined. Due to- the close 
approxima:t.ioo. to applieant' s estimate of 240 Ccf per customer, the 
staft adopted applicant's estimate of $135,400 under present· rates 

as reasonable. 
Operat;Lon and· Maintel'l,ance Expense 

The summary of earnings indicate a difference of $1.800 in. 

operation and maintenance expense es.timates. foI" 1976. The .folloWing 
t~bulation sets 1"oreh ~he detailed estimates of applicant and staff: . , 

Salarle~ 
Purchased Power 
Purchased Water 
Materials, Services & Misc. 
Customc~ Accounting & Misc. 
Transportation . 
TelePhone and Telegraph 
Uneolleetible Accounts 

Total 

Applicant 
Appliennt Staff Exceeds Stafr 

(Dollar'i""iilThouunds) 

$12.7 Sll.S $ .9 
13.5l2.6- .9 
13.6 13.6 
e.6 8'.6 
l .. 9' 1~9 
2.0 2.0 

.6· .. 6 
~. --=.l -
~ $51.4. '$l.8. 

-11-



A.S;4S3 'bllV'fc 

The difference in salaries is att.ributable to the staff's 
using current known sal.;llj" levels a.s of August. 1, 1975, whereas 
applicant used ~ projected wage level for 1976 when wage contracts 
are renegot.iated. It is the stafr's contention that known wage 
levels chould be used instead of speculative wage levels. Applicant 
believes that this is unreal1stic because it fails to reflect all 
of the charges that will take :place during the test year. It is. 
suggested by the statt that. within t.he provisions prescribed by the 
Commission such expenses as they become a reality can be offset by 
t.he tiling of an adVice letter. Applicant argues that such proceclure 
result.s in a continuous series of local advice letter filings and 
requires applicant to absorb the increased e~enses during the lag 
periods. In weighing the equities between haVing the consumer 
absorb anticipated salary expenses and applicant absorbing lag period 
expenses we are more persuaded by the interests of the consumer. 

In the case of purchased power the staff's estimate was 
~ based on the power rates placed in effect by PG&E, effective 

September 17, 197.5. App11can·e. contends t~'.I.at it priced the last. 12 
months power bills at t.he current PG&E rates and deve10I>ed an 
average c~st o£ 2.97 cents pe~ kwh for pumpil'lg and a cost of ,·.3 
cents per !~h for boos~ing~ which when applied to the re~u1red 
~~W~S estimated 'by the starf results in a tota.l ~ost o·f $13,500, 
which is $900 higher than that estimated by the staff. Staff 
attempted to reconstruct. applicant's work ,aper for the 12 months 
ending. October 3l,. by requesting the amount of water pumped. In 
attempting to checl< the data applicant. informed the staJ:fthat all 
the dat.a was not completely aVailable. Staff's estimate will be 
accepted. 



A.55453 bm/fc * 

Administrative and General Expenses 
A summary of administrative and general expenses is as 

i'ollows: 

~ ApElicant Staff 
(Dollars in Th.ousands) 

Administrative Office Exp. $ S.3 $ ~.7 
Common Plant Expense 1.5 1.0 
Legal & Regulatory Expense $.9 >.6 
Insurance .1.1 
Injuries and Damages .8 .. e 
W'elfare and Pensions 3.3 2.9 
Miscellaneous & Per Diem .1 .1 

Total Adm. & Gen. $20.0 $13- .. 2 

Applicant 
Exceeds Staff' 

General office expenses are from two sources, Stamford, 
Connecticut, and Redding, California. Services including general 
management and supervision, engineering, accounting, financial,. 
legal, and others are performed in Stam.:f'ord, Conneeticut by e Citizens-Delaware for 1t.s subsidiaries. Cortain manag.ement and 
supervisory, accounting, billing, and other reportingservicas for 
Citizens Utilities Company of California (Citizens-California), and 
its California. affilia.tes, including applicant, are performed at an 

administrative office in Redding, California. In addition, certain 
plant in the Sacrame:c.to office ot Citizens-California is' used 
for the benefit ot all water operations of that company and 
affiliate w'ater cornp~ies in California.. 

A thorough presentation on tho allocation or these costs 
to California for the ye:Jr 1976 was presented by applicant and the 
staff in the application of Jackson Water Wor1<:~, Ine. (Application 
No. 55430). By stipulation the testimony of wi~~essas appearing on 
behalf or the applicant e.nd the st.a!! relating ~o ~hose allocated 
costs was received in this proceeding by reference.. By Decision 

No .. e7609 dated July 19, 1977 in Applicati~n No .. 554,)0, the Co~ission . 

set forth -ehe -eo-eal allocation of $465,000 to 'all California 

-13-
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e 
operations of Redding and Stamford. mutual service accounts. Of that 
amount, 1.02 percent or $4,743 was allocated to applicant. 

In the same proceeding, the Commission adopted ~3,400 as 
the total allocation to all California: operations of Sacramento. cemmen 
utility plant ef which 2.85 percent ef $952 was allecated to. ap:plieant. 
We, therefere, adept the estimate of $4,74'). for admini.strati ve office 
expense and the estimate of $952 fer cemmen plant expense. 

Staff and applicant differ by $2,300 for legal and regulatory 
expenses. The differenee is primarily attributable to. applicant'S 
including an ameunt of $2,200 to amortize a prior rate case where 
the Cemmission allewed $1,)30 by Decisien No.. 79915', dated April 4, 
1972 in Application No. 52161 (Larkfield Water Company). Applieant 
alSo. included direct salary charges to. Larkfield fer services perfor.med 
by Stamford persennel, which it claims is censistent with recommendatiens 
made by the Commissien's Finance DiviSion. These recommendatiens e relate to. future procedures and when put into effect will provide the 
necessary records to support direct charges. In any event applicant 
was unable to substantiate the direct charges with time records or 

other data. 
~th regard to these acceunting precedures, recemmended by 

the Commission· s F:inance Di visien," it should be net,ed. that Ordering 
Paragraphs 3 and 4 of Decision No. 87609 dated July 19, 1977 
(Jacksen Water Works, Inc.) read as follews: 

"3. All cest accounting precedures efthe 
administrative and effice costs and expenses 
that. are allocated. by Ci t.izens Util~;ties 
Cempany (Citizens - Delaware) to. it~ 
California subsidiaries, including applicant 
herein, shall conform to the staff 
recocmendations set forth in Exhibit ~7. 

"4.. Failure 'to conform to the staff 
recommendations set forth in Exhibit 17 will 
result in disallewance of all administrative 
and office e).."})ensesthat are allecated to 
the California subsidiaries of' Citizens· -
Delaware efiecti ve one year from ·.the date of . 

. this. order." . . 
Applicant herein is. elea,;ly one of the California subsi'diaries 
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e re'ferred to and as such is put on notice 'that the above order is 
still operative and will be applied to this district, by this order. 

Pursuant to an order issued by Commissioner Robert 
Batinovich7 Citizens Utilities Company. contracted for a management 
studY7 the results of which. were the subject of Decision No·. $7608:. 
Decision No. $·7608, as amended by Deci'sion No. 87776-, authorized' •. 
$23,900 for the cost of the study to beal1oc,a::-ed among the ten 
California subsidiaries of Citizens\-Delaware :over five years. Of the 

. total cost, 2.45 percen't. o£ $l17 was allocated' to applic'an.t.. We, 
therefore, adopt the estimate or $117 for the management study expense~ 

.. .., ~ - , . 
No adjustment has ~een made in the previous tables to 

the required revenues in this proceeding since the amount is small . 
and the time in,'c.l ved in making sueh adjustments would delay this 
matter further. However, the amou~t will be 'offset against a 
recalculated deferred tax account as discussed below under Ineome 
Taxes. e The stai'f excluded $400 from welfare and penSions, because 
it represents expenses for.the Employees· Efficiency Incentive-Fund, 
which the Commission has held to be more in the nature of sharing 
of profits than a necessary expense of doing business. (Decision 
No. 76996 dated March 24, 1970 in Application No. 4S905',Guerneville 
District, Citizens Utilities. Company.) 
Income Taxes 

The differences in taxes are mainly due to· the different 
estimates or expenses. 

Citizens-Delaware, which includes applicant in, its 
consolidated income tax returns, -applied i"iberali·zed -depreciation 

-. ..=. 

to the 1971 plant additions in the 1971 eonsolidated income tax 
returns, and similarly to 'Che 1972, 197:3, and. 1974 plant- additions. 
co~puting state 1n~ome tax, 'the sta£'£ computed. depreeia~ionon' a 
straight-line basis~or plant. eonstrueted'bef'oreJanuaryl,,··1'971,' and 
usedliberal1zed depreciation ~or CJ.u.al1f'ying'add1t1o~in 1~71,-1972',' 

-15-
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1973, 197.4., 1975, and 1976. Both a?plicant and the staff followed 
this method, which was adopted by the Commission in Decision No. 
8)610 dated. October 16, 1974 in Applicat.ion No. 54322 (Washington 
Water and Light Co.). Each computed investment, credit on the 1971, 
1972, and 1973 plant additions and deducted 3.$ percent. (spread. over 
2$ years) of this credit as an annual amount from the federal income 
tax. 

The Commission has now issued its decision in the 
rehearing of Applications Nos. 51774 (The Pacific Telephone and 
Telegraph Company) and 51904 (General Telephone Company of. California) 
relating to the ratemaking treatment of federal income tax 
depreciation and investment tax credit. (Decision No. 87$:)8· dated 
September 13, 1977.) A~ong other things, the Commission found: 

"Under the nonnalization method we are adopting 
for ro.temaking purposes, tax depreciation 
expense for ratemaking purposes will be computed 
on 0. strai~~t-1ine basis while federal taxes . 
will be computed on an accelerated depreciation 
basis. The dif£erenee between the two t~ 
computations will be accounted for in a deferred 
tax reserve. The average sum of the teet year 
deferred tax reserve and the deferred tax 
reserve for the three next subsequent years 
shall be deducted from rate b.;l.se 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 th~ee correspondin& 
subsequent years, thus matching the estimated 
tax deferral ,amount tor each period with the 
estimated federal tax expense tor the s·ame 
per.i~. Thi~ methoci. complies with Treasury. 
Regulation 1.167 (1) - (1) (r • .) (6.) and is 
normalization accounting." (Mimeo. ~ge 4S.) 

No adju$~ent has been made in the deferred tax reserve or in .the 
required revenues in this proceeding since the amount i·nvol ved 
wuld be small and the time involved in making such adjustments. 
wuld delay this matter further.. The amount by 'Which revenues'· would 
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be decreased due ~o a recalculation is made even smaller by an 

offset of $117 for the management study expense discussed, supra •. 

Applicant is placed on notice, however, that the treatment 
of tax depreciation and investment tax credit :tound reasonable in 
Decision No. S7S3S will be applied in all future rate proceedings 
for all subsidiaries and affilia:tes of Citizens Utilities Company'. 
Depreciation Expenses and Reserve 

Both applicant and the staff computed the depreciation 
expense "by the straight-line remaining life method and applied 
depreciation rates by accounts. Each applied these rates by accounts 
to the average of adjusted beginning and end-of"-year depreciable 
plant balances. The differences in the estimates of the depreciation 
expenses and reserves are due to different estimates, of plant 
additions. 
Rate of Return e Applicant contends that a reasonable rate of return would 

be no less than 12 percent. 'The staff recommends a 9.00 percent 
to 9 .. 30 percent rate of return, which would result in a 9~70 percent 
to 10.S percent return on equity. 

Rate of return is a judgment determination which the 
Commission must make in an informed and impartial manner. In addition 
to the constitutional requirements, consideration mus·t also be given 
to such factors as financial requirements for construction, the amount 
of funds available from advances and contributions for construction, 
applicant's status as a wholly owned subsidiary or Citizens-Delaware, 
the consolidated capital structure and related debt costs or 
Citizens-Delaware and i'tS subsidi.3.ries, the impae-e.ofhigb. interest 
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rates, earnings o~ other u~i1ities, the e~£ect upon consumers and 
investors, int1~tion. arld service. 

As of December 31, 1974 Citizens-Delaware and subsidiaries 
indicated ~ capital structure consistingot 40 percent debt and 60 
percent common stock equity in the form of 4.1 million shares of 
Series A common and 1.4 million shares of Series B common. For the 
past 10 years, the cash payout ratio ot dividends to holders ,of 
Series B common has ranged between 16-1/2 to 21-1/2' percent of 
total common equity ~ In 1974 the company experienced earning 
rates of 16.10 percent on book value, which is a 10-year high mark. 

The staff introduced comparisons, for the five-year 
period 1970 through 1974 relating to earning rates on average capital 
and average common stock equity together with interest coverage 
for 10 combination utili ties, 8 large regional water companies~' and. 

9 Class A California water ut1.1ities. Citizens-Delaware and e subs~diaries earne~ 12.57 percent on total capital, 16.76, percent 
on common equity, and 4.47 times interest on debt, which were well 
above the averages earned b:r the others. 

·e 

Applicant p¢ints ¢ut tha.t the staf£' s comparisonf'ails 
to reflect whether the companies listed have, should, o-r would seek 
rate increases and therefo-re suggests that the earnings on average 
common equity as shown by the staff"s exhibit may be low. ' In its 
comparison study of return on equity in which it determined that. 
Citizens-Delaware Was. entitled to at least a. 15 percent rate or­
return, applicant·s rate of return witness, admitted that he did not 
include any water utilities, because he considers them a,finanC'1~ly 
sick industry and to include them would only distort the results.; 

, . ," 
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Applicant introduced Exhibit 12, which develops the 
earning requirements of the California subsidiaries of Citizens-

. , 

Delaware as of October 1975.' According to· the exhibit the cost of 
capital ot: Citizens-Delaware is over 12 percent and is broken down 
as follows: 

Capital Total 
Capital Cost . Capital Item Ratio Rate Cost -So-Called Current Capital Costs 

Long-Term Debt '32~4.% 9'.50%, '3.0,S% Short-Term Debt S.6% 8.00% .69% Common Equity 
~6:g~ 15.00% l~:~~~' Total Capi'tali,zation 

Using Embedded Cost 61" Debt 
Long~Tenn Debt. 32.4.% 7.S5% 2.54% Short-Term Debt '8.6% 8.00% .69% Common Equity , g6·g~ 15.00% !~:g§~ Total Capitalization :.L • 

Applicant'S 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 9~2'5 percent: and 
short-term prime rate cost is currently 7.50 percent; however, when 
effect is given to the noninterest bearing compensating bank balances, 
the effective cost to Citizens-Delaware is S.82 percent.. He ,further 
testified that in his estimate Citizens-Delaware would require no 
short-term borrowing up to the end of· 1976. In Y~rch 1975 Citizens­
Delaware sold $20 million of 30-year bonds at a cost of 9.50 percent, 
which was lower than the costs indicated fo·r 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· 
pOSition to issue debt than many other double A companies. It was 
his opinion that equity investors require anywhere from .3 to 6 
percent more tha..'l the cost of debt .!mdtor the pastfi ve years the 
earnings on common equity of Citizens-Delaware have averaged better e than 15 percent. . 
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As of August 1975 the earnings - price ratio of Citizens­
Delaware was 10, which was comparable to Moody's 125 industrials and 
its market price-book value ratio was 1.5, which was higher than the 
1.138 estimated in 1974 for Moody's 125 indl,.;strials and the .562' 
for Moody's 24 utilities. Applicant's rate of return witness gave 
no consideration to the' operating results for other water utilities 
for comparison purooses because he considers the water industry as 
financially sick, and consequently not indicative of reason'able 
earnings. 

Statf found that the embedded cost of debt for Citizens­
Delaware is 7.$4 per<?ent. In making its determination, it included. 
certain REA mortgage notes of a subsidiary and certain other 
subsidiary obligations which applicant excluded as improper because 
they tend to lower embedded debt costs. Applicant argues that 
REA notes are available by statute only to a subSidiary Arizona 
corporation and that the proceeds of the old pre-acquisition 
issues of the other subsidiaries are available only to the issuing 
compa."lies. Applicant further argues that the proceeds of the 
lower cost debt issues are not available to the California 
subsidiaries a."ld districts. Applicant raised the same issue in a 
Writ of Review filed June 21, 1972 in Larkfield Water Company v 

~ SF No. 22910. The Supreme Court denied review. The issue is 
moot. The staff by including all subSidiary debt used a reasonable 
approach. 

In October 1974 the Commission in Decision No. S,·610 used 
the consolidated capital structure in awarding an e.50 percent rate 
o£ return to Washington Water and Light Company, which is wholly 
owned by Ci tizeM-Delaware. The 1azt authOrized rate of return 
for applicant was 7.7 percent as determined by DeCision No,. 7991$' 
dated April 4, 1972 in Application No. ;2161 .. 
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The capital structure of Citizens-Delaware is less risky 
than most utilities in that its 60 percent equity rat,io is well above 
the level of other utilities. 

The staff's recommended rate of return of 9 percent on the 
adopted rate base and a rate of return on common equity of 9.70 
percent would be reasonable for applicant if applicant were providing 
an adequate level of service and water quality. However, the record 
in this proceeding clearly demonstrates that applicant's water 
quality and service are b'elow minimum standards and inadequate. 
The quality of water distributed by applicant is especially poor 
in regard to taste and odor, and it contains conSiderable amount 
of iron and manganese which cause staining of clothes, dishes,. and 
appliances. 

Applicant will thus be required to file a 3-year plan 
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 recommendations of the staff and the California 
Department of Health relating to a central treatment plant or to 
individUal plants for each well and to the installation of a ~ew , 
storage tank. The plan should also give serious consideration to 
improving hydrant pressure at Los Altos Court and Vista Grande 
and improving pressure at higher elevations including the Wikiup 
Area. Further, the plan should provide· for a better method of 
communication between applicant and customers for the purpose of 
providing adequate notice,.when possible, to customers before water 
is shut off. The plan must be approved' by the Exee~tive.Director 
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and when approved applicant will be required to implement all 
phases of the plan accord.ing to the approved. timetables. Because 
of the inadequate level of service and water quality,'and until 
such time as all of the requirements contained in the plan have 
been completed, app1icant·s rate of return will remain at 7.7 
percent, which is reasonable under existing circumstances. 'An 

increase in present rates' and charges consistent with a rate of 
return of 7.7 percen-e is reasonable so long'as applicant proceeds 
in a timely manner to upgrade the present wa'ter quali'ty and' service 
to an adequ:lte level in accordance with the to be appro.ved plan 
and timetable. 

If applicant should fail to submit a reasonable plan as 
ordered herein or fail to implement the approved plan according 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, that is, a phase of the approved plan, has been 
completed, applicant may submit a tariff filing to revise its ra.te 
~chedules to reflect the existing authorized rate of return (7.7%) 
on the previously approved costs for such'completed'phase. 

Completion of the entire plan should raise applicant'S 
wate ..... q,uali ty and service to an adequate level at which time staff. s 
recommended rate of return of 9 .. 0 percent will be reasonable. '!'bus,' 
upon certification 'by the Executive Director that a.ll improvements 
re~uired by the plan have been completed, applican~ may submit a 
tariff filing to revise its ra'te schedules to renec": a ,rate of ' 
return of 9.0 percent., Such tariff filing must Oe approved: by the. 
Commission prior to becoming effective. 
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Adopted Resul ts 

A summary of the earnings as computed and,a.dopted for 
test year 1976 is as follow: 

: 
: . . . . 

Operating Revenue~ 
$205.7 Q-peratw :F..xoeMe~ 

56 .. 6 Operat1on ~ Maintenance 53.2 51 .. 3 51·4 Admini~trative General 16.7 20.0 13.2' l3 .. .2 Taxe~ Other than Income 19.6, 28'.7 18 .. 7 18 .. 7 Depreciation 18.9 17.8 14.4 14.4 Income Taxes 
32;2 6 .. 0 ~.O Total Expenses $lll.e 

$140 .. 9 

51·3' 
13·2' 
lS .. 7 
14·4 
8.2-

$151.9 $103.6, $140.7 $106 .. 5· Net Operating Revenue 23.b 53.8- 31.8 65.0 34.4-Rate, ~ 552.1 559.9 446.1 446.1 446.1 Rate of Return 4.27% 9.61% 
(Red Figure) 

7.1.3% 14.57% 7.7%. 
Findings 

1. The proposed order will be entered on an interim baSis. Upon 
certification by the Executive Director to the Commission 1~hat he has 
approved a plan for improvements to applicant's system inciuding 
associated costs and timetable. this interim order shall become final 
Without further order of the Commission. 

Z. The estimates of o.pera:ting revenues, operating expenses, 
a."ld rate base adopted herein for test year 1976 are reasonable. 

3.. A rate of return of' 9.0 percent on 'the adopted rate base 
would be reasonable if applicant were prOviding ~~ acequate level of' 
service ~d water qUality. 

4. Applicant's level of" water service,and quality is inadequate 
because the water being distributed by applicant is poor in regard' 
to taste and odor, and contains considerable amounts of" iron and' 
manganese which cause staining of clothe~p dishes, and appliances , e and 'the num.b~~rs and intensity of,eustomer complaints is significant. 
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5. Applicant will be required to file a 3-year pl,an 
including associated costs and timetable for upgrading its sys'tem 
to provide an adequate level of water quality and service, giving 
significant consideration to the recommendations of the staff and 
the California Department of Health relating to a central, treatment 
plant or,;~o individual plants for each well and to the installation 
of a ne\1 storage tank. The plan should also give consideration to 
irnproving:.hydrant pressure at Los Altos Court and Vista Grande and 
improving pressure at higher elevations including the Wikiup area. 
Further, the plan should provide for a better method of communication 
between applicant and customers for the purpose of' providing adequate 
notice, 

6 .. 
when possible, to customers before water is. shut off. 
Upon approval of a plan and timetable by the Executive 

Director, applicant will be required to implement all phases of the 
~ plan according to the established timetable. 

7. Until such time as all of the requirements set forth in 
the approved plan have been completed, applicant's .rate of return 
will be 7.7 percent, which is reasonable under the circumstances. 

B. Upon certification by the Executive Director that a stage 
of improvement, that is, a phase of the approved plan has been 
completed, applicant may submit a t,ariff filing to revise its, rate 
schedules to reflect the existing authorized rate of return on the 
previously approved costs for such completed improvements. 

9. The increase in rates. and ch~rges. authorized ,herein totaling 
$5,500 is justified and reasonable s'o long as applicant is proceeding 
in a timely £ashion to upgrade its present service and water quality 
to an acceptable level. 

J.O. Ii' applica."'lt fails to upgrade its level of water qua,li ty 
and service as ordered herein, then ,the present rates and charges. 
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are reasonable and the rates and charges being 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 certification by the Executive Director that. all 
improvements required by the approved plan have been completed, 
applicant may submit a tariff filing to revise its rate schedules 
to reflect a rate of return of 9.0 percent. Such tariff filing 
must be approved by the Commission prior to· becomingeffect.ive. 

13- All cost accounting procedures of administrative and 
office costs and expenses that are allocated by Citizens Utilities 
to its California subsidiaries, including applicant. herein, shall 
conform to the staff recommendations set forth in the proceedings. 
on Jackson Water Works, Inc., in Application No. 554:3·0 (EXhibit 
17) as previously ordered in D. 87609. Failure to do so will 
result in disallowance of all administrative and office expenses. 
that are alloca.ted to the Califo·rniasubsidiaries of Ci tizens­
Delaware effective July 19, :I.97$,. 
Conclusion 

The application should be granted to the extent hereinafter 
set forth in the following order. 

INTERIM ORDER 

IT IS ORDERED that: 
1. After the effective date of this order. Larkfield Water 

Company is authorized to file the revised rate schedules attached 
to this orcler as Appendix A and· concurrently to· cancel the. present 
rate schedules. Such filings shall comply with General· Order 
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No. 96-A. The effective date of the new and. revised tariff sheets 
shall be four days after the date of filing. The new and revised 
schedules shall apply only to service rendered on and after'the 
effective date thereof. 

2. Within one hundred twenty days after the effective date 
hereof, applicant shall file with the Commission a.p1an of system 
improvements, including associated costs and timetable for upgrading' 
its system to provide an adequate l~wel of water quality and 
service, giving significant consideration to the recommendations 
of the stai"f and the California Department of Health. relating to a 
central treatment plant or individual plant for Wells Nos. 1,), , , 

and 4, and to the installation of a new storage tank. The plan 
shall also give consideration to improving hydrant pressure at Los 
Altos Court and Vista Grande and imprOving pressure at higher 
elevations including the Wikiup area. The plan shall also provide 

" 

for a better method of" cO'!!!Illunication between. applicant and its 
customers for the purpose':'::'..,f reporting service problems, and, in .... ~. ,.. 

particular, adeq'\J·~~e'· and su.f'ficient notice to customers before 
... / ,! . 

water is sh~·off. 
J. Upon approval of the plan and in accordance with the time­

table established therein., applicant shall make the necessary 
improvements. 

4. Upon certification by the Executive Director that· a phase 
of the approved plan has been completed, applicant may submit a 

. . 
tariff filing ~o revise its rate schedules to reflect, the existing 
authorized rate of return based on the previously approved costs 
for such completed phase or improvement. 

5. Upon certificat.ion by the Executive Direc-eor that all 
improvements required in the approved plan have been completed~' 
applicant may submit a tariff filing to revise i-es rate schedules 
'to reflec't a rate of return of 9.0 percent. Such tariff filing will . e become effecti ve upon Commission approval .. 
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6. If applicant fails to submit a plan within 120 ~ays of 

the effective date of this order or it applicant" fails to implement 
the plan for improvements in accordance wi th its approved time­
table, the Executive Director shall immediat.ely certify this 
failure to the Commission and to applicant for action conSistent 
with this decision. 

7. All cost accounting procedures of' administrative and 
office costs and expenses that are allocated by Citizens Utilities 
to its California subsidiaries, including applicant herein,: shall 
conform to the sta£f recommendations set forth in the proc.eedings 
on Jackson Water Works,. Inc .. ,. in Application No,. 55430 (Exhibit 
17) as previously ordered in D. 87609.. Failure to do so will reSUlt 
in disallowance of. all administrative and office expenses that are 
allocated to the Cali£ornia subsidiaries of Citizens-Delaware 
effective July 19, 1978. 

8. This' order will be entered on an interim, basis.. Upon 
certificatiO:l by the Executive Director to the Commission that he 
has approved a plan for improvements to applicant's system'ineluding 
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assoeiat.cd cos'cs and t.imet.able, t.his int.erim order shall become 
fin.ti wi t.hout. l~urt.her order of t.h~~ Commission. 

The e!"fectiv(' d~'t(> of 'this order ::hall oct.went.ydays 
af~er ~he da~e hereof. 

Dat.ed at. __ ~Sa~r.~F~r~a_n~c_i~s~c~o ________ , California, t.his __ .2_2n_.~d~ 
day of __ N_'o_v_e_m_b.e_r ____ , 1977 .. 

I will file a disscn~. 
/s/ WILLIAJ'\': sw.ONS, JR. 

Coomissioner 

-2$-

ROBERT BATINOVICH 
, Presl.o.en't 

VERNON r.. STURCEON 

RICHARD D. GRAiTET.LE 

CtAIRE T. DEDRICK 

GOln.'l1is:n.or .. ers 

" . ' 
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APPENDIX A 4It Page 1 or 3 

Schedule No.1· 

METERED SERVICE 

APPUCABIUT! 

Applicable t~ all metered ~ter service • 

. TERRITORY 

Lark:t:1eld Esta:tes and. vieinity, located. approx:tmately three miles 
northerl;r or the City or Santa. Rosa,. Sonoma County. 

Service Charge: 

. 
Per Mete::­
Per Month· 

For 5/S x :3/4-1neh meter .......................................... $ :3.75 
For .3/4-inehmeter •.• ~ ..... , ........... ; ............. 4.10 
For 1-1xleh. meter • .. • .. .. .. • • • • .. • .. • .. • .. .. .. .. .. .. • .. .. • • • . .. • 5, .. 90 
For 1-1/2-1nch meter ......... ., .......... e· ............ " .... 111"" • ,. 8.'.20 
For 2-:Ln.ch.' meter ............... ....................... _ ...... '. .. • lO .. 70 
For 3-1n.c:h meter ....... - ........... ,................ •••••. 19:.80 
For 4-inc:h. meter .. ~ .................. ., .... '. e· ...... e"........ 27'.00 
For 6---inch meter ......... • -... e" ..... ' ........ '....... ....... 43.~.OO· 

Quantity Rate: 

Per 100 cu.t"t • ........................................... 
,- -.,~. 

The service Charge 15 & readiness-to-serve charge 
applicable t.o All. ~~ ~m.e~ and to lIhich is t~ 
t~ be added. the monthly charge eODlputed at. the 
Quantity Ra.tes. 

$ .371 

(I) 

(I) 
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APPUCABIU'l'Y 

. APPENDIX.A. . 
Page 20t ~ 

Schedule No. 1. . 

PRIVATE ~ PROTECTION SERVICE 

Appliea.b1e to all water :service !urn1shed tor privately o-wned tire 
proteet.ion ~~tf!lrl3. 

TERRITORY 

The Ul'lincorporated ::su1xl.1v1sion known a~ tark1'1e1d. Eetates and. vid.nit,. 
1oeate<i ad.jacent to U.S. H1ghwn.:r 101, appro,xtmately t.hreemi1es north ot ~he 
'CitY' ot Santa. Rooa.,. Sonoma. CountY:'-

Per-Month 

For each inch or diameter ot service connection ••• • • • •• • • •• . $1.30 

SPECIAl CONDITIONS 

1. The fire protection service will be inst.a.lled by the utilit:r at the 
cost or the applicant. Such cost shall not be subject to retund.. 

(I) , 

2. It a distribution main ot adequate size to serve a private fire 
protection s~tem in addition to all other normal service does not exist in 
the street or alle,y adjacent to the premises to be served, then a service main 
from the nearest. existing ln8.i.n or ad.equate capacity will be instilled. by the 
utility a.t the cost or the applicant. Such eost shall not be "ub-ject. to refund.. 

3. Service he:reund.er is tor private tire protection ~te:m8 to which no 
connections tor other than tire protection purposes are allowed and. which are 
regularly inspected. b:r the und.erwrit.ers having juriSdiction,. are iMtalled 
according to sped.fi.ea.tions or tlle util1ty.,and. are maintained. to the 
satista.etion of the utilitY'. The utility'mJJ:1' install the ~t4nd.4rd d.eteetor 
type meter approved by the Board of F1~ Und.erwriters tor ~~teet1on against, 
theft,. leakAge or waste or water. . 

4. For vater d.elivered. tor other than tire protection purposes,.. ch&rge" 
'tdll be mad.e theretor under Schedule NO.1,. General Metered. Service. 

S.The, utility 'Mill supply only such water at such pressure a.:s maybe 
av&il&ble trom. time ~ ,time as· a. result. or itsnormaJ,'operat:ton otthe,,:Y'stem.. 
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Schedule No.. 5 

PUBUC ~ HYDRANT SERVICE 

Appl1e&ble to all :fire hydr.:::;t. seX"Y'iee turn1shed. to mun1e1pal1ties" 
duly organized, or incorpora:ted fire districts" or other political 
subdivisions of the state.. . 

'l'ERR!TORY 

The tm1ncorpora.ted. aub4iviaion known a.s Larkt1eld Eatatea~ and vieinit1" 
located adjacent. t.c> U.S. High .. ,. lOl,. approx1matel)'" three miles llol"'th ot 'the 
CitY' ot Santa Rosa" SonOlll& Count.,.. 

Per Komh 

For each bydrant ...•.....•.••.•..•••• ~ ..................... . $2.60 

SPECIAL CONDITIONS 

1.. For 'Water deli.vered tor other than !ire protection purposes" 
charges ~ be made at the qwmtit,. rates 'Under Schedule No.1" General 
!!etered Sel"Vice. 

2. Th.e cost or 1n3talla.tion and maintenance of hyd.rants w1ll be borne 
b1' the utili t:r. 

:3. Reloea.tion of an,. h)'lirant shall be at the expen:se or the part,. 
reque:st1ng relocation. 

4. 1be ut1l1t,. ltill suppJ,y onl:y" sueh ~ter at such ~ ··as TMY.be 
ava.1lable !rom time to time as the rewlt ot it:s nor.r.&l. open:tion or the 
s;rstem. 

(I) 



Decis!on :\0. 89090 iftJl 111918, 

?~~:.!C ~'!"!L!T!ES COHM!SSION OF 

Applfca-:!o:-. of LA.?:~:?:rELD \':ATER CO:1PAN~{, ) 
tor author:~y ~o increase its rates and ) 
charses 'tor its wate:- systel'!1 serving the) 
un!~corpora:ed ~-ea of LARK?!ELD in the ) 
\"!C!~!. ~~. :: 0:'':. !-l 
So::o:::a Cou:-jt~'. 

o~'Santa Rosa. in ) 
) 

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

THE STt..TE OF CALIFORr-z:;. 

Appi1cat1on Nc. 55~53 
(PZled Jar:t.!a~y' 22> 1975)· 

OR:)ER DE~Y!NG RE!-:EAR!}iG 

of :Jec::'s!on No .. 88126. T::e Co=."::::ssion is or t::e. opinion ~hat ::c 
good cause for S:"8!'lt::'ng ::'ehear!ns has been sho..,:n. :~e:"e~ore, 

IT :S ORDE?.ED that rehea:"ing of Decision No., 
The e~fect!ve date c·r this order is the :.date 

88126 is den!e~. 
her:~~. 

[(t;t.;. day of' 

1) ... '0 ~ ......... po. 0 ...• 
~ .. PJ-~ __ .~ 

. .." ". .'. .' Pres,ident 

eol!!m1odo:oer. W:tll1am Symons,. ·:rr.,. be1Xlg 
~ocos~1ly ab~o~t. ~1d not ~rt1e1pat& 
!~ the 415:po~t.1.o::l (}t "this l)rocoe~. 
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Decision No. ~R'?~ ~ovembcr 22, 1977 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THS stATE OF CALIFORNIA 

Application of LARKFIELD WATER ) 
COM?A:~Y for authority to i.."l.croa:;e 
its' ra'Ces a..1'ld charges for its water 
sy~tem serving the unincorporated 
area' or Larkfiold and vicinity no~h 
of ... ~anta Ro:::a in ~nomo. County .. 

Applicat.ion :No .. 55453 
(Filed J~1'luary ZZ, 1975) 

John H. Engel, Attorney at Law, for ~p~licant. 
Ra."l.d:111 WJ.lkes, Attorney at Law, for ACTION, 

protest.ant.. 
Ma...-v Carlos, Attorney at Law, and J ~es B..'l!"nes, 

for the Commission staff. 

I}JTERIM OPINION 

Lark!ield Water Company, a wholly owned subc1di::ary o·f e Citizens Utilities Company (Cit.izens~Delawa.ro),' request:; an 
i~cre.lse in rates for water service designed to increase 
ann~ revenues in the test ye~ by $10,300 over the rates now in 

~;.. e._oct .. 
Public hear~~g was held before Examiner Daly at Santa Rosa 

on November 24, 25, 26, 1975, and J~u~ 5, 1976, .lt San Fra..~cisco. 
The matter was subICitted on conc1l.""Tcnt briefs sinco filed and· 
c~~sieered. Copies of t~e applica~ion were served upon interested 
p~ties and notice of hearing was published, posted, and mailed in 

, , . ' 

aceord~ce with ~he Commission·s Rules or Prac~icc and Procedure. 
Citizens-Delaware both oper~~es ana/or has subsidiary 

~ti1ity comp~1'lics providing gas. elcc~ric, telcpho~e, water, ~~e 
, 

wast.e water :oervicos i."l more ~ha."l. 500 coi:mru:nit.ie~ in the United 
St~~es. Services, including gener~'l rr.~agem:ent al'l.d supervision, 
en~n¢ering, accounting, financi.al~' legal, and ot.~~:r:s.t are peri"'O:"::lec. 

in·:·St~"':lforC., Connecticut, 'by :i t.izcns-::)e:'aw,are for it.s subsidiaries., 
".' , 

, ' .... 
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Cert.ain management and supervising, account.ing, billing, and other 

reporting services for Citizens Utilities Cot.lpany of Ca.lifornia 

(Citizens-Californi,a), and its California ar:-:r.liates, including 

. applicant" are performed at an administrative office in Redding, 
California. In addition, certain plants in the Sacramento office 
of Cit.izens-California are used for the COmn'lI:>n benefit of all water 

operations of affiliated water companies in California. 
Applicant provides water service to an unincorporated 

portion of Sonoma. County about rour miles north of the city of 
Santa. Rosa. The service area which is divided into three parts 
including two subdivisions (Lark!ield and Wikiup) and the 'Unincor­

porated community o!" Fulton, is served by one interconnecting 

distribution system. The Larkfield 3ubd1vi~ion and the community 
of' Fulton are located on relatively nat, terrain, while the Wikiup 
subdivisioll rises sharply to the north. These areas v;;.ry in' e elevation 1'romapproxi~t,elY 150 feet, to 550 feet. Wat~r 1ssupplied 
to the service area by ,three wells located in the Larkfield subdivision 

\ 

and rrom a connection to the Sonoma County Water Agency's aqueduct. 
The distribution system consists of approximately 7l,OOO.feet of 
mains, ranging in size !rom 2 inches to 12 inches. The system is 
composed of about 90 percent cement. asbestos and 10 percent cast­
iron water mcLins. As of' December 3l, 1973, applicant. was. serving 
70S metered C':lstomers, two private fire ,co,nnections,and 4S public 

fire· hydrants. 
Rates 

Applicant. propose$ to' increase rates as 'indicated by the 

following comparison or present and pro~sed rates: 

-2-



APPLICABII.ITY 
Applicable t.~ all me-eered. water service~ 

TERRITORY 
I 

Larkf'ield Estates and vicinity, located approximately three 
miles northerly ~!' the CitY' ~.fvSan'ta Rosa"Son,omaCounty. ,,' 

" "<,.1 't , .. ' 

r-, ~, . 

RATES ,'Per Meter Per~'YlOnth 
'Present.':.· Proposea:,:) 
Rates'Rates " 

Service Charge: 
For siS x 3/4-inch meter •••••• e" ....... •• $ 3.7S· $ 5.70 
For 3/4-inch meter 
For 1-ineh meter. 
For 1-1/2-inch meter 
For 2-inchmeter 
For 3-incn meter 
For 4.-inch meter 
For' 6-ineh meter 

..... ., ............ 4.10 . ... ~ ............. 5.65 

............... 7.90 . -.................. 10.25· ................. 19.00' ............... 26.00 

................ 41.00., 

Quantity Rates: ,', 
For ~he first 50,000 cu.ft., per lOO cu.£t •. 352 
For allover 50,000 cu.f't·. , per 100 cu.f~., ·:307 

I ' 

The Service Charge is a read1ness-to-serVe charge;, 
to all metered service and to which is'''to be added. 
'the monthly charge computed. a.t.' the Quanti~=r Rat:es. 

PRIVATE Em PROTECTION SERVICE' 
I,J, 

APPLICABILITX 

6.20 
8.60 

12.,00 
1$.60 
2e.90 
39.50 
62.)0 

. Applicable to- all wat.er service .furnished., for pri'llately owned 
fire protection systems. . 

TERRITORY 
'I'he unineorporat.ed subdivision 'lcnownas Lark:f'1e1dEstates and 

vicinity. lo·cated' adjacent· to- U.S. High'IH'ay 101,,: approx1ll1a:t.ely th.-ee 
miles north o£ 'the City o~ Santa Rosa,. Soz:':0ma' County. .'. , 

~.,' 'j 

RATES 
,I; 

Per ,Month ' 

. . 
For each inch o:t diameter of service conne~tiol'l 

-;._. 

, 
, ' 
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PUBLIC FIRE HYDRANT SERVICE, -' 
APPLICABILITY 

Applicable to all fire hydrant service furnished 'to" municipal­
ities, duly organized or incorporated fire districts, or other 
political subdiVisions of the State. 

TERRITORY 
The unincorporated subdivision' known as Larl~field Estates, and 

vicinit.y, located adjacent to U.S. Highway 101" approxima.tely three 
miles north o:f" the Cityo£ Santa Rosa,. Sonoma iCounty. 

~. 
Per Month· 

Present Proposed 
Rates' Rates 

For each hydrant • • • • • • • • • • • • • ....... • •• • .... •• $2" .. 5,0: ,,$)..80 
. i. 

" I 

I 
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Servieeand Quali~y o£ Wa~er 
There were twc in!ormal'complaints registered with the 

Commission in 1974: and tour informal complaints filed through 
, -

October 1, 1975. 
Complaints filed in applieant~s office are indic3,.1;ed. 3.$ 

follows: 

TIee of Com~la1nt !m l~l to lOL1LZ2 
M.nn Lea.'lcs 5 5 
Dirt., Sand, S.mell a 5 
No \-later 2 1 
low Pressure 14- :'4. 
High Pressure 1 
Miscellaneous £i -2.-

Total 55 30 
Suose~uen1; to the .filing or the instant application the 

Oomm1ssion received 224 form let;~ers trom ~he Croat.er Lar1e£'ie1d 
Civic Associa'eion listing the .follow:L."g. complaints. 

Inadequate Fire Protection 
low Pressure 
Insu!'f'1ei~~nt Water 
Water Quality 
Odor 
Dirt 
Iron .and Ma.nganese 
Expected High Cost 
YJ.scellaneous 

Total 

5 
98 
69 

145 
12 
15 
29 
13-

4,' -
390 

In addition to the increased rates, a major complaint. of the 
Wild.up Home Owners t Association was 1;he low pressure at the higher 
altitudes and the inadequate fire .flow. As a result of' a meeting 
held in Jtme 1975, between applicant, representatives of the home 
owners' asso'ciation and. a memoer of the stal'£, S-oAps were ta'lcen to 

~mprove pressure £or nine customers in the ~osedpressurezone. 

-5-
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Twenty-four public witnesses testified. Several were of 
the opinion that the cost of water was too high at the present rates 
and resultodL in restrictive use for gardening. Others complained of 
low pre~sure and many complained of dirty water that discolored 
'<it chell. and bathroom facilities and stained dishes and clothes. 
Several. testified that it was necessary to use an acid compo-und to 
clean kitchen and ba.throom facilities. A doctor, who· is a pathologist 
and president of the Sonoma Medical Association, testified that the 
high content of manganese in the water constitutes a potential health 
problem. A representative of the California De:partment Of. Health, 
who was presented by the staff, testified that tests of Wei1s Nos. 1, 
3, and 4, made on November 17, 1975, indicated high iron and 
manganese contents. He recommended that. the iron and manganese be 
removed by effective treatment so as to conform with maximum limits 
established by the St.cL~e of California.. It. was his estimate that 
separate treatment plants at each well would cO'st apprOximately 

S235 ,000. 
The Fire Chie! of the district testified that he was 

particularly concerned with the hydrant flow at Los Altos Court 
and Vis~a Grande, which drops to 290 gallons per minut-e when 500 
gallons per minute is the minimum required. Lack 0'£ noticeo£ 
shutoffs was also a problem expressed 'by many of the other public 
witnesses. On three occasions during the period of 1974 and 1975 the 
Sonoma County Water Agency turned orf the wa.ter without notification 
until some time after the shutoff. Although. applicant, with the 
help of some of. the residents, attempted to notify customers by use 
of a so'Url.d truck,. spot radiO and television a.n:nouncements,. and 
distribution o£ handbills, ~y customers were uninformed. 

. . . - . 
Anclther problem frequently ment:ioned was the dif:Ci:eulty 

experienced in reporeing leaks or service pro'b~ems and. in . obtaining 
information 'by. telephone. In most eases no one was' available to; 
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answer the telephone. According to applicant this F'ro'blem has been 

corrected by a new telephone number,' which.will percit 
customers to call, the ut.ility ofi:tce in Guerneville without, charge. 
During nonbusiness hours a. call diverter will automatically transfer 

calls to a serviceman. 
The staff recommends that an additional storage tank be 

ir.stalled at the lower storage and pump station and that increased 
booste:r pump capacity be installed at. the upper pum~ station in order 
to provide ~ adequate quantity of water to the upp~r pressure zone 
during periods of maximum demand. The staft further recommends that 
applicant investiga.te a better method or treating the well water 
production in order to improve the quality or water. It was the 
staff's estimate that a treatment plant to improve the water quslity 
would require an additional investment of approximately $200,000 
for filtration equipment, which. would require approximat,ely $60 per 

, I" 

customer per yoar in addi t10nal revenue at . the ; stafr'srecommended 

rate or return of 9.0 percent-

• ,"1, 

-7;" 
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Rate Base 
The following tabul~'tion sets forth a comparison of 

applicant and the. st.arr rat.e base components tor t.he. est.imated year 

1976, whiCh includes applicant's estimates at the ti~e the 
application was tiled on January 22, 1975, and its revised estimates 
filed during the course o£ hearing in EXhi '01 t 11. 

Applicant 
Date or Applicant 
FiliEB; Exh. 11 

Utility Plant in Serviee $982,000 $945,700 
Re~el"'V'e tor Depreciation ~162zoo0) (162 rW 
Net Plant. In Serviee $8l7,000 $7~,300 
Coamon Plant. 2,900 2.,900 
Material:s and Supplies $,500 5 .. 500 
t.:orking caM 12,700 22,700 
Mi:cimum BSXlk Balances 6,900 6900 .t . 

Non-Interest Bearixlg C.W.I .. P. 5,700 );,700 
Acl~/.onces tor ConstNCtiOC. (259,000) (21e,9OO) 
COntributions in Aid. 

of' Co:0.5tNction (20,800) (22',000) 
Re,erve ror Deterred Ineome 

Taxes ~18zeoo) (1.2,2OO)-
AverlJ(.eRate Base $552,lOO $559',900 

(Red Figure) 

.-8-

~ 
$S3a,lOO 
~z800) 
$ ,~OO' 

2',900' 
3,700 

1l,OOO 

2,600 
(218:,900) 

(22,000) 

,,' ~1200) 
$, ,lOO 

, > 

.. ,.1, 

/' 

Appl:LCa."lt 
Exceed.z 
Starr 

$l07,6OO 
(61 600) 

$lOl.,OCO 

1,800 
1,700 
6,900 

(900) 
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The difference between start and applicant is primari~y 
due to $taff~ s (1) allowance of $24,000 .for 1976 ple.n.t additions:, 
(2) elimination of Well No. 2 .from rate 'base, and (» adjustment for 
12-inch ma.i.n. 

Applicant revised its estima'eed construction o·r utility 
plant for 1976 to provide for the tollowing: 

Item -
Line extensions and replacements 

under $1,000 
l1n. extensions and replacements 

over ·$1,000 
Meters and Services 
Stor~e Tank at Wikiup. Drive 
2~OOO gal. Chemical Storage Tank 

at \'1e11 #3 ' ' 
Chlorine and Treatment Equipment 

at Well #4 
To'tal 

$ 6,000 

6,000 
4,,000 

so,."oo 
Z,500 

.,~ of, 
,', 

St..a£f i.."'ltroduced a graph of applicant's plant. add1:t.ions 
(Exhibit 24) which it contends shows a preC.1ct,a'ble ,pattern. of peak 
construction prior to or during applications for increases and 
va.lleys of minimal construction during. other years. In, support of 
its contention starr pOints out that applicant shows construction cf 

$lO~,OOO and $103,000 for the years 1975 and 1975 and estimates 
construction at less than. $2:0,000 a year for the years 1977, 1975, 
and 1979. 

The staff excluded Well No. 2 'because in a prior proceeding 
the Commission found that. 'ft •• ,. Well No,. 2 is producing: t.urbid "Tater 
at an inadequa~ rate after the :f'ai1ure of i'tos casing,." Since the 
constructi0I;l of Well No. 4. in 1975. 'Well No. 2 has been ma.int.ained 

, on a standby basis for ~"ell No. ); however, it has not-been used 
since the new well has been placed in operation. 

St.a..ff' also excluded' 3.pOrt.1on o£the cost' of; the 12-incll 
, ' " . '. 

main to the Sonoma. Count.y aq,ued.uet., becau.."}e the CommissJ.,on il'l the: 
'~' , 

• ',i,' •. " ~ I ' 

, ,"' 

",' •. '. ,1, , 

, ,:1 
• "1 
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prior proce&d1ng (Decision No. 79915, supra) found that applican~~s 
l2-inch main was oversize~. 

Staff recommends installation of the storage tank, b'!;.t it 
takes the position that no allowance should b~3 made 'Wlti1 the tan~ 
is actua.lly constructed.. Although the tank was orig-.Lnal1y scheduled 
for completion in the s'll.tllrller of 1974 no work had be.en performed as of 
late 1975.. Applicant claims that construction of the tank 'was 
delayed because of.o. delAY in cons~X'Uction otWell No.4, but that a 
work order has been issued and construction Will be completed1n 
May 1976. 

Staff's estimate for reserve for depreciation is lower 
than applicant's because its estimate of plant additions is lower. 

Applicant and the staff computed worlting cash by using the 
simplified basis prescribed by staff Practice U-l6.. The ' minor 
dif£erence in working cash is due tc the different estimates of 
expense. The staff did not include ~ddit1onal amounts for minimum 

bank balances in confOrmity with DeciSion No.. 83610 dated October 16, 
1974 in Apylication No. 5432:3 (~lashington Watel." and Light Co .• ). 

Staff's estimate of materials and supplies is $1, less 
than applicant's. Seth used we1gh~ed averagos supplied from figures 
in a.pplicant's work papers covering the years 1970-1974... Sta£'f, 
however, in reaching its determination also used the year-end amount 
or $2,4.16 for 1974., which was t.aken from applic~.nt t s annual report 
and is less than the $5,100 wl2ighted average.. Staff' ta1~es the 
position tha~ 1t& ostimate is reasonably close to applicant's actual 
inventory as o£ July 31, 1974. Staff also takes the position a:ld 

we agree that tho aI:IOUl:.t of $.3,700 is ample for :aterials and 
supplies particu.i.arly in an area close to Sa:lta Rosawnere supplies 
arc readily aVailable when needed. 

Sta££':;: est.imated rate base in the amount of $446.,.100 is 
reasonable and" will be acceptect. 

-10-
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Operating Revenue 
The staff reviewed applicant's method of estimating water 

consump~ion and revenue and made an indo~enden~ os~imate o£ the 
~uantities. n~e stat! estimated the annual metered sales per 
commercial customer by use of a multiple regression analysis based 
on time, rain£all, temperature, .and recorded histor.icaJ. consumption. 
Based on the San:t.a. ~sa weather station, an annual average use per 
customer 0-£ 2)9.1 Cc:t per customer.was determined. Due to the close 
approximation. to applicant t S estimate or 240 Ccf per customer,. the 
sta££ adopted applicant's estimate of $13 ;., 400 under present rates 

as reaSonable .. 
Operation and Maintenance Expense 

The summary of earnings indicate a difference of$i~ SOO in 

operation and mru.ntenance expense estimates for 1976. The following e tabulation sets forth the aetailed estimates of applicant and staff': 

, Applicant 

Salarie!l 
Purchased. Power 
Purchased ~!ater 
Materials,. SeX'V'ices & 1ot1.sc. 
Cu!ltome~ Accounting & Mi!lc. 
Trsnsportat1on . 
Telephone and Telegraph 
Uncollectible Aeeoun~ 

Total. 

',' 

Applicant Star! Exeeed~ Staff 
(Dollari'iilThOu!SlViS ) 

$l2~7 $11.8" $ .9 
13.5 12.6 .9 
13'.6 1:3.6 

8".6 S.6 
1.9 1.9 
2.0 2.0 

.. 6 .6 

$5:3:~ . ~5l:l $1 .. ~ 

.',-. 

-11-



The difference in salaries is attributable to the staff's 
using current known s«lary levels as of August 1, 1975, whereas 
applicant used a projected wage level for 1976 when wage contracts 
are renegotiated. It is the staff· s contention tha.t known wage 
levels ~ould bt;) used instea.d of specula~~ive wage levels. Applicant 
believes that t.h.is is unrealistic because it fails to reflect. all 
of the Charges that will t.ake place during the tes~ year. It is 
suggested by t.he sta£~ that within the prOvisions prescribed by the 
COmmission such expen~es as they become a real:i. ty can be o'f!set by 
the filing of ~n advice letter.. Applj.cant argues that such procedure 
results in a continuous series of local advice 1ett.er filings and 
requires applicant. t.o absorb the increased expenses during the lag 
periods. In weighing the equities ~etween having the consumer 
absorb anticipated salary expenses and applicant abso~bing lag period 
expenses we aro more persuaded by the interests 0'1' the consumer .. 

In the case of purchased power the staff·s estimate was e ~ased. on the poWGr ratlC!s placed in effect by PG&E" ef.:f'ect1ve 
September 17, 1975. Applicant contends t~at it priced the last 12 
months power bills ~t t.he current PG&E rates and deve10l'edan 
average cost 0'£ 2.97 cents per, kwh for pumping and a cost of 3.3 
cents per !~h for boosting, Which when applied to the required 

~-:w~s estimated by 'the staff :-esu1.ts in a tot~ :ost. of $3.3',500, 
which is $900 higher than that estimated by the staff. Staft 
attempted to reconstruct applicant's work paper for the 12 months 
ending October 31, 'by requesting the amount of water pumped.. !n 
attempting to Chec~ the data applicant ·informed the stafi" that all 
the data was' not completely available. Sta£t's, est.imate w.tl:l be 
accepted., 

,e 
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Administrative and General Expenses 
A summary of administrative and general expenses is as 

follows: 

Applicant Staff 
(Dollars in Thousands) 

Administrative Office Exp. $ S.) $4.7 
Common Plant Expense 1.; 1.0 
Legal & Regulatory Expense 5.9 3·6 
Insurance .1.1 
I.."ljuries and Damages • S • S 
~elfare and Pensions 3.3 2.9 
Miscellaneous & Pe~ Diom .1 .1 

Total Adm. & Gen. $20.0 $13.2 

Applicant 
ExceedsSta!'f' 

$ 3.6 
.;, 

2.3 

$ 6.S 
General office expenses are from two sources, 3tam!ord, 

Connecticut, and Redding, California. Services including general 
ma."lagement and supervision, engineering, accounting, financial, 
legal, and others are performed in Stamford, Connec~icu~ by 

~ Citizens-Delaware for its subsidiaries. Certain management and 
supervisory, accounting, billing, and other reporting services for 
Citizens Utilities Company of California (Citizens-California),. and 

its California affiliates, including applicant, are per.f'ormed at an.. 
administrative of.f'ice in Redding, California. In addition, certain 
plant in the Sacramento of.f'ice of Citizens-California is' used 
for the benefit of all water operations of that company and r 

affiliate water cocpanies in California. 
A thorough presentation on tho allocation of these costs 

to California for the year 1976 was presented by applicant and the 
staff in the application of Jackson Water, \{ork:;, Inc. (Application 
No. 55~30). By stipulation the testimony of wi~nesses appearing on 
"l;)43:'&1f of the applic-ant and the st.a£:C relat:t."lg ~, those allo·cated 
costs was received in this prceeeding by reference. By DeciSion 
No. 87609 dated July 19,1977 in Ap,lieation No. ,55430, the Com..'l1ission 
set forth the t.otal allocation of $46'5;000 to all California 

-13-
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e 
operations of Redding and Stamford mutual service accoun1CS. Of that 
amount, 1.02 percent o~ $4,743 was allocated to' applicant. 

In the same proceeding, the Commission adopted $33,1...00 as 
the total alloca'ti.on 'to all Calif'ornia operations of' Sacramento common, 
utility plant of which 2.85 percent of' $952 was allocated to applican't.' 
We, thererore, adopt the estimate of $1...,71...3 for administrative office 
expense and the estimate of $952 for common plant expense. 

Staff and applicant differ by $2,300' for iegal and regulatory 
expenses. The dirference is primarily attributable to applicant·s 
including an amount of $2,200 to amortize a prior rate case where 
the Commission allowed $1,330 by Decision No. 799l5', dated April 1..., 
1972 in Application No .. 52161 (Larkfield Water Company). Applicant 
also included direct salary charges to Larkfield for services perfor.med 
by Stamf"ord personn~~l, which it claims is consistent with reconmiendations 

I 

made by the Commission's Finance Division. These recommendations e relate to future, procedures and when put into effect will provide 'the 
necessary records to support direct- charges. In any event applicant 
was una'ole to substantiate the direct charges with time records or 

other data. 
W1th regard to these accounting procedures recommended by 

the Commission's Finance Division," it should be noted th'at Ordering 
Paragraphs 3 and 1... or Decision No .. $7609 dated July 19, 1977 
(Jackson Water Works, Inc .. ) read as follows: 

"3. All cost accounting procedures of the 
adm:i.nistrati ve and office costs and ex~)(~nses 
that are allocated by Citizens Utilitie:s 
Company (Ci ti zens - Delaware) to its ' 
california su'osidiaries, including applicant 
herein, shall conform to 'the staff 
recocmendations set forth in Ex:hibi-:. 17 .. 

"4... Failu,re to conform to the sta£! 
recommendations set forth in ~bi"t. 17 will 
result in disallowance of all administrati~e 
and. office expenses that are allocated to 
the California subs.idiariesof,' Cl.tiz~:ns'-
Delaware e.£fective one year from .the'date ()f 
. this order. n' .' . .... ,r,. . 

Applicant. herein. is clearly one of· the· Calif'ornia sub-hd.1aries 

-14-



e referred to and as sueh is put on notice' that' the above order is 
still operative and. 'will be applied to this. district 'by this ord.er. 

Pursu'Ul.t. to an order issued 'by Commissioner .Rooert 
Batinovich, Citizens Utilities Company. contracted for a management 
study, the .results of which were the subject. or Decision No,. 87608 .. 

Decision No. S760S, as amended 'by Deci'sion No. 87776, authorized' 
$2),900 for the cost of the study to· be allocated among the ten 
California: subsidi,aries of Citizens\-Delawar~' o~er five years •. Of the 

total cost, 2.45 percent of $117 waS allocated to' applican.t.' We, 
therefore, adopt the estimate of $117 tor the management study expense. 

-, ,- ,.. . _., - . " 

No adjustment has been made in the previous. tAbles to 

the required revenues in this proceeding since the amount is small 
and the time :I.n\~ol ved in making such adjustments ,would delay, this 

. . 
matter further. However, the amount will be offset against a . 
recalculated dei"erred tax .a.ccount as discussed below under Income 

Taxes. 
~ The staff excluded $400 from welfare and pensions~ because 

it represents expense,s for. the Employees t Efficiency Incentive Fund, 

which the Commi:s.sion has held to be more in the nature of sharing 
. ' , 

of prof'i ts than a necessary expense of doir.g busir.l.ess .;. (Dec1sion 
No. 76996 dated Mareh 24, 1970 in Application No. 4S905? 'Guerneville 
District? Citizens Utilities. Company.) 
Income Taxes 

The clifferences in taxes are mainly due to: :the different 

estimates of eXpenses • 
. Citizens-Delaware, which includes applicant-in. its 

. . 

consolidated ir~come taX returns? applied iiberalized ~epreciation 
to the 1971 pl~Ult. additions in the 1971 consolidated income tax 

,returns, and s:~larly to the 1972, 197.3, aD.d 1974 plant additions. In 
computing stat(~ income t.ax,. the .staf.! compu.ted depreciation on a 
straigh~line l)aSi~ £or.-plant. eon~truc~ betore January,l,·,1971~' and. 

used 'libe;aliz;~ dep~eciatio~' ro~: qualifying, additi~nsinl~71, 1972, 
.' 

-15- , , 
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1973, 1974, 1975, and 1976. Both applicant and the staff followed 
this method, which was adopted by the Commission in Decision No. 
8)610 dated October 16, 1974 in Application No .. 54322 (washington 
Water and Light Co.).. Each computed investment credit on the 1971, 
1972, and 1973 plant additions and deducted 3.5 percent (sp,read over 
2$ years) of this credit as an annual amount from the federal income 
tax. 

The Commission has now is,sued its decision in the 
rehearing of Applications Nos. 51774 (The Pacific Telephone and 
Telegraph Comp~~y) and 51904 (General Telephone Company of California) 
relating to the ratemaking treatment of federal income tax 
depreciation and investcent tax credit. (Decision No. $7$3$ dated 
September 13, 1977.) A~ong other things, the Commission round: 

"Under the normalization method we are adopting 
for ratemaking purposes, tax depreciation 
expense for ratemaking purposes will be computed 
on a strai~~t-line basis while 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 average sum of the te~t year 
def'erred t~uc reserve and. the deferred tax 
reserve tor the three next subsequent years 
shall be deducted from rate b~se in ,the test 
year. As a result ot each of the deductions 
from rate ~ase, federal tax expense will be 
recomputed on the same basis in the test year 
fo~ the test year and the three co~esponding 
subsequent yea.~, thus matching the estimated 
tax deferral .aInoun-c for each period \Ali til the 
estimated, federal tax expense for the same 
))er.i~. 'l'hi:s, mf::thoo. complies with Treasury: ,. 
Regulation 1.167(1) - (1) (h) (6.) and is, . 
no~aliz.ation aceour.ting." (Mimeo. page 4S.) 

No adjustment has been made in the d-eferred tax reserve or in the 
re~uired revenues in this proceeding since the amount involved 
would be small and the time involved· in making such adjustments 

. • I I 

would delay this matter further. The amount by which revenu:es' wo"tld 
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be decreased due to a recalculation is made even smaller by an 
offset of $117 for the management study expense discussed.,.supra •. 

Applicant is placed on notice, however, that the: treatment 
of tax depreciation and investment tax credit found reasonable in 
Decision No. $7$3$ will be applied in all future rate proceedings 
for all subsidiaries and affiliates of Citizens Utilities Company. 
Depreciation Expe.nses and Reserve 

Both applicant and the staff computed the depreciation 
expense 'by the straight-line remaining life method and applied 
depreciation rates by accounts_ Each applied these rates by accounts 
to 'the average of adjusted beginning and end-of-year depreciable 

.' . 
plant balances. The differences in the estimate~ of the. depreciation 
expenses and reserves are due to d.ifferent estimates of plant 
additions. 
Rate of Return ' e Applicant contends that a reasonable rate of return. would 
be no less than 12 perce.nt. The s·taff recommends a 9.00 percent 
to 9.30 percent rate of return, 'Which would. result in a 9~70 percent 
to 10.8 percent return on equity. 

Rate of return is a judgment determination wh:.ch the 
Commission must make in an inro~ed and impartial manner. In addition 
to the constitutional requirements, consideration must also be given 
to such factors as financial requirements for construction, the amount 
of funds available from advances ,and contributions' for construction, 
applicant'S status· as a wholly owned subsidi"ary of Citizens-Delaw.lre, 
the consolidated capital structure and related'debt. costs 0'£ 

Citizens-Delaware and it.s subsidiaries, the im?ae~ of high'interest 

, . 
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rates, earnings of other utilities, the effect upon consumers and 
investors. inflation. and service. 

, As of December 31, 1974 Citizens-Delaware and subsidiaries 
indicated a capital Structure consisting ,,£, 40 percent debt and 60 
percent common stock eq\d ty in the form of 4.1 million shares of 
Series A common and 1.4 million shares of Series B common. For. the 
past 10 years, the cash payout ratio of dividends to' holders.of 
Series E common has ranged between 16-1/2 to 21-1/2' percent of 
total common equity~ In 1974 the company experienced earning 
rates of 16.10 percent on book value, which is a: 10-year high mark. 

The st.a.ff introduced comparisons for the five-yea=-
period 1970 through 1974 relating to earning rates on average capital 
and average common stock equity together with interest coverage 
for 10 combination utilities, e large regional water companie~and 
9 Class A Califorru.a water utilities. Citizens-Delaware and e subsidiaries earned 12·57 percent on total capital, 16.76 percent 
on common equity, and 4.47 times interest on debt, which were well 
above the averages earned by the others .• 

Applicant points out that the sta'f:f's comparison fails 
to reflect whether the companies listed hnve, should, or would seek 
rate incre:,:c::.~s and therefore suggests tha1:i the earnings. on average 
common equity as shown by the starr"s exhibit may be low. In its 
comparison stud)" of ret1o1m on equi tj· in which it determined that 
Citizens-Delaware ,was entitled to at least a 15 percent ,rate'of 
return, app~.icantts rate of return witness admitted that he did not 
include any wc?ter u ti;li ties, because he considers them. a. £,inanci~ly 
sick industry and too include them· would only dis'tort the results; 

, . 
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Applicant introduced Exhibit 12, which de:velops the 
earning requi:-ements of the California subsidiaries of. Citizens­
Delaware as of October 1975. Acc<?rding to the exhibit the cost of 
capital of CitizellS-Delaware is ov.er 12 percent and is broken down 
as follows: 

Capital Total 
Cci,pital Cost Capital Item F~tio Rate Cos,t -

So-Called Current Capital Costs 
Long-Term Debt 32.4.% 9.50% ' '.OS% Short-Term Debt $.6% 8.00% .69% Common Equity ~:g~ 15.00% I~:~~~ Total Capitalization 

, ,. Using Embedded Cost 6-r De·bt ' .. 

Long-Term Debt 32.4% 7.$5% 2 .. 54% Short-Term Debt '$.6% 8.00~ .69% Common Equity 
~6'·g~ 15.00% l~:g~~ Total Capitalization 1 • 

Applicant'S 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.Z5 percent and 
short-term prime rate cost is currently 7.50 percer.lt;: however, when 
effect is given to the nonintere~t bearing compensating bank balances, 
the effective cost to Citi~ens-Delaware is 8.82 percent. He further 
testified that in his estimate Citizens-Delaware would require no. 
short-term borrOwing up to t,he end of 1976. In March 1975 Ci:tizens­
Delaware sold $20 million oi" 3,0-year bonds at a cost of 9.50 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 
position to issue debt than many other double A compani:'es. It. was 
his opinion that equity investors require anywheo,re from 3 to' 6 
percent more than the cost o~ debt and for the past five years the' 

. . " \1. 

earnings on common equity of' Citizens-Delaware, have aVEi'raged better e than 15 percent., ' '. . " " ,.' .,!. , 
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As of August 1975 the earnings - price ratio of Citizens,­
Delaware was 10~ which was comparable to Moodyts 125 industrj.als and 
its market price-book value ratio was 1.5, which was higher than the 
1.138 estimated in 1974. for Moody's 125 ind\..strials and the .562 
for Moody's 24 utilities. Applicant's rate of return wi'tnessgave 
no consideration to the' operating results for other water utilities 
for comparison purcoses because he considers thewate:r industry as 
financially sick~ and consequently not indicative of reasonable 
earnings. 

Staff found that the embedded cost of debt for Citizens­
Delaware is 7.84. percent. In making its determination.~ it included 
certain REA mortgage nc,tes of a subsidiary and certain other 
subsidiary obligations which applicant excluded as improper because 
they tend to lower embedded debt costs. Applicant argues that 
REA notes are available by statute only to a subsidiary Arizona 
corporation and that the proceeds of the old pre-acquis,i tion 
issues of the other subSidiaries are available only to, the, issuing. 
compa."lies. Applicant !\;,rther argues that the proceeds of the 
lower cost debt issues are not available to the California 
subSidiaries and districts. Applicant raised the s·ame issue in a 
Writ of Review filed June 21,1972 in Larkfield Water,Company v 
~ SF No. 22910. The Supreme Court denied review. 'The issue is 
moot. The staff by including all subsidiary debt used a reas.onable 
approach. 

In October 1974. the Commission in DeciSion No. e3610 use,d 
the consolidated capital structure in awarding an S.50 percent rate 
of return to W~hington Water and Light Companyp which is wholly 
owned by Citizens-Delaware. The last. authorized. rate. o~ return 

,. 

for applicant. was 7.7 percent. as determined by Decision No. 79915 
dated April 4~ 1972' in. Application No.. 52161;:.: 
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The capital structure of Citizens-Delaware is less risky 
than most utilities in that its 60 percent equity ratio, is well above 
the level of other utilities. 

The stafr~s recommended rate of return of 9 perce~t, on the 
adopted rate base and a rate or return on common equity or 9.70 
percent would be reasonable ror applicant it appl:i.can1; were providing 
an adequa1;e level of service and water quality. However, the record 
in this proceeding clearly demonstrates that applicant~s water 
qua.1i ty and service are b'elow minimum standard's and inadequate. 
The quality or water distributed by'applicant is especially poor 
in regard to taste and odor, and it contains conSiderable amount 
or iron and manganese which cause staining or clothes, dishes, and 
appliances. 

Applicant will thus be required to rile a 3-year plan 
including asSOCiated costs and timetable ror upgrading its system to 
provide an adequate level or service and water quality. The plan 
shou~d set out a program of system improvements giving significant 
consideration to the recommendations of the stafr and the Calirornia 
Department or Health relating to a central treatment plant or to 
individual plants ror each well and to the installation or a new , 
storage tank. The plan should also give, serious conSideration to 
improving hydrant pressure at L~s Altos Court and Vista Grande 
and imprOving pressure at, higher elevations including the Wikiup 
Area. Further, the plan should prOvide for a better method of 
communication betwee~ applicant and customers for the purpose of 
providing adequate notice, when pOSs.ible, to customers be£ore water 
is shut o£f. The plail must be: approved by the Ex:ecutive!',Direetor 

-21-
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and when ~pproved applicant Will be required to implement all 
phases of the plan aecord.ing to the approved timetables. Because 
of the inadequate level of service and water quality,'and until 
such time as all of ~he requirements contained in the plan have 
been completed, applicant's rate of return will remain at7.? 
percent, which is reasonable under existing circumstances. An 

j,ncrease in present;rates and charges consistent with a rate of 
return of 7.7 percent is reasonable so long· as applicant proceeds 
in a timely manner to upgrad.e the pres·ent water quality and service 
to an adequate level in accordance with the to be approved plan 
and timetable. 

rf applicant should fail to submit a reasonable plan as 
ordered herein or fail to"i implement the approved plan according 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, that is, a phase of the approved. plan, has. been 
completed, applicant may submit, a tariff filing to revise its, rate 
~chedules to reflect th¢ existing authorized rate· of return (7.7%) 
on the previously approved costs for such completed phase. 

Completion of the entire plan should raise applicant's 
watex:- quality and service to an adequate level at which time staff's 
recommended rate of return of 9.0 percent will be reasonable. Thus, 
upon certification by the Executive Director that all improvements 
required by the plan have been completed, applicant. may submit a 
tari~~ ~iling to revise its rate sehedules to re~leet a rate o~ 
return of 9.0 pereent •. Such tariff ~iling must be approved by the 
CommiSSion prior to becoming effective. 
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Adopted R~~sul ts 

A summary of the earnings as compu~ed and adopted for 
test year 1976 is as follow: 
. . 

· : · · · ,. 
Operating Revenues 
Operat~ Ex:penses 

56.6 Operation & Ma1ntenanee 53 .. 2 5l.3 51.4 Administrative General 16.7 20 .. 0 1:3.2 13.2: Taxes Other than Income 19.6 28.7 18:.7 18 .. 7 DepreCiation 18'.9 17.8 14.4 14.4 Income ':'axes·. 
32~2 6.0 ~.O Total ExI:>en:ses 

5l .. :3 
l3.2 
18: .. 7 
14.4 
a·2 $lll.8 $15l: .. 9 $103.6 $140.1 Sl06 .. 5 Net OperatiDg Revenue 2) .. 6 53 .. 8 3l .. 8: . 65 .. 0 ·34.4 Rate, Base 552.1 559.9 446 .. 1 446.1 446.1 Rate of Return 4.27% 9.6l% 7.l3% 4.$71'. 7.7'% (Red F1gI.u-e) 

Findings 

1.. The proposed order Will be entered on an interim oasis. Upon 
certification by the Executive Director to the Commission that he has 
approved a plan for improvements to applicant's system including 
aSSOCiated costs and timetable, this interim order shall become final 
Withou~ fu~her order of the Commission. 

2. The estimates of operating revenues, oper';lting expenses, . 
and rate base adop~ed herein'for test year 1976 are reasonable. 

3. A rate of return of 9.0 percent on the adopted rate base 
would be reasonable i;r applicant were providing an. ad.equate level o~ 
service and water quality. 

4. Applicant's level oi' w.gter service. and quality is inadequ.ate 
because the water being distributed by applicant is poor in regard 
to, taste and odor, and contains considerable amounts of iron and 
manganese which cause sta.ining. of clothe~, dishes~8lld appliances :. 

' . , ," " e and the numbers. and intensity o~cus't:omer complai·nts ,issigni.rfcant. 
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5. Applicant will be required to file a ;-year pl,an 
including a.ssociated costs and timet.;Lble for upgra<iing its system 
to provide an adequate level of wate::- quality and service, giving 
significant consideration to the recommendations of the staff and 
the California Department of Health re1ating to a c.entral treatment 
plant or to individual plants for each well and to the installation 
of a new storage tank., The plan should also give consi<ieration to 
improving hydrant pressure at Los Altos Court and Vista Grande and 
improving pressure at higher elevations including the Wikiup are'a .. 
Further, the plan should provide for a oetter method of communication 
between applicant and customers for the purp'ose of: providing adequate 
notice, when possiole, to customers before water'1s shut otf~ 

6. Upon approval of a plan and ti::netable by the Executive 
Director, applicant will be required to implement all phases of the 

4It plan according to the established timetable. 
7. Until such time as all of the requirements set forth in 

the approved plan have been completed, applicant'S rate of return 
will be 7.7 percent, ...m.ich is reasonable under the ci:-cumstances. 

S. Upon certifica'Cion by the Executive Direc.tor that a stage 
of improvement, that is, a phase of the approved plan 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 improvements. 

9. The increase in rates and cha.rges authorized herein totaling 
$5,500 is justified and reasonable so·long as applicant is proceeding 
in a timely fashion to upgrade i'tS present se:-vice and wU't'er quality 
'Co an acceptable level. 

10. If applicant fails to'lJ.pgrade its level of,~ater quality 
and service as ordered herein, then· the present rates. and charges 
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are reasonable and the rat;es and charges being ordered herein would 
be excessive and unreasonable.. At such time? the CommiSSion, will 
reduce applicant'$ ra,tes and charges to the present level.. 

11.. Coml=-lev~on 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 certification by the Executive Director that all 
improvements required by the approved plan have been comple~ed. 
applicant may submit a tariff filing to revise its rate' sc.bedules 
to re:flect a rate of return of 9.0 percent.. Such tariff filing 
must be approved by the CommiSSion prior to 'becoming e:ffective. 

13.. All cost ."lccounting procedures of administrative and 
office costs and expenses that are allocated by Citizens Utilities 
to its California subsidiaries, including applicant herein, shall 
conform to the sta1'"! recommendations, set forth in the proceedings 
on Jackson Water Works, Inc.? in Application No .. 55430 (~bit 
17) as previously ordered: in D. 87609. Failure to do so \>/ill 
result in disallowance of'a1l administrative- and cffice expenses 

, 

that are allocated to the California subsidiaries of Citizens­
Delaware effective July 19, 1.97S. 
Conclusion 

The application:shou1d be granted to the extent hereinafter 
I, 

set ~orth in the following order. 

INTERIM ORDER 

IT IS ORDERED that.: 
1. P£ter the effective date of this order, Lark£ield Water 

Company is authorized to£ile the revised rate schedules attached 
to this order as Appendix A and concurrently to canc,el the .present 
rate sched.ules.. Such. filings shall comply-with General Order 
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No. 96-A. The effective date of the new and revised tariff sheets 
shall be four days a£ter the date of l"iling,. The new and: revised 
schedules shall apply only to service rendered on and after the 
effe~tive date thereof. 

: 2. Within one hundred twenty days after the effective date 
hereof, applicant shall file with the COmmission a,plan of system 
improvements, including associated costs and timetab~e for upgrading 
its system to provide an adequate level of water quality and 
service, giving significant consideration to the recommendations 
of the st.af'f and the California Department of Health relating to a 
central treatment. plant or individual plant for ,Wells Nos. 1, 3, 
and 4, and to the install~lt.ion of a new storage tank. The plan 
shall also give consideration to improving hydrant pressure at Los 
Altos Court and Vista Gr~lde and improving pressure at higher 
elevat.ions including the 'Nikiup area. The plan shall also providt(~ e for a better method of cOlnmunicationbetween applicant' and its 
customers for the purpose' of': reporting service problems, and" in 
particular, adequate ,and sufficient notice to eustomers before 
water is shut off. 

:3. Upon appro,,:al of the plan and in accordance m t.hthe tim.e­
table established therein" applicant shall make the necessary 
improvet:lents. 

4. Upon certification by the ~ecut.ive Director that a ,phase 
of the approved plan has been completed, applieant may submit a 
tariff filing to revise its rate schedules to reflect the existing 
aut.horized. rate of return based. on the pre.viously approved costs 
for such completed phase of improvemen~. 

5. Upon certification by the Executive Direetor that all 
improvements require<i in the approved plan have been completed • 
. 9.pplicant may submit a' tariff filing .. to, revise' its rate schedules 

,I. 

to reflect a rate of ~turn. of 9.0 p:ercent. Such tariff filing will e become effective upon Commission approval. 
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e;" 
6. If applicant fails to suOmit a plan Within 120 ~ays or 

the effective date of this order or if applicant fails to im~lemen~ 
the plan for improvements in accordance with its approved time­
table, the Executive Director shall immediately certify this 
failure to the CommisSion and to applicant for action consistent 
with this decision. 

7. All cost accounting procedures of administrative and 
orfice costs and expenses that are allocated by Citizens Utilities 
to its California subsidiaries, including applicant herein, shall 
con£c.rm, to the stai'f recommendations set forth in th~ proceedings { 
on Jackson Water Works, Inc., in Application No. 5;430, (Exr.iCit 
17) as previously ordered in D. $7609.' Failure to do so' ~ll result 

i 

in diSallowance of all administrative and office expenses that are 
allocated to the California subsidiaries of CitizenS-Delaware 
effective July 19, 1978. 

8. This order will be entered on an interim baSis. Upon 
certification by the Executive Director to the Commission that he 
has approved a plan for improvements to applicant'S system including 
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associated. costS and. timetable y this interim order Sholll beeome 
fin31 without further order of the Commission. 

The eff'ective date of this order :;h.:).ll bctwentY,days 
after the date hereof. 

Dated at San Francisco , California, this 22nd 
da.y of' __ N_o_v .... e .... m .... o .... e.;;.r ____ , 1977. 

I will file a dissent. 
/s/ WILL!~~ SYMONS, JR. 

ROBERT BAT!NOVICH 
PreS;l.c.ent 

Commissioner VERNON L. STURCEON 

RICHARD D. CRAVELLE 
, , 

CLAIRE T. DEDRICK 

Com.'m.SSl.oners, 
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APPENDIX A 
~ Page 1 or ) 

Schedule No. 1 

METERED SERVICE 

APPLICABTI.rrr 

A.pplicable to all metore<i wtor service. 

TERRITORY 

tarkt1old. ~ta.te~ and vicinitY', located. appro:dJna.tely three mile:s 
northerl;y of the City or Santa. R05&, Sonoma Count:r. 

, 

SOrviee Charge: 

For Sis x ,3/4-inch metor •.........•..........• ~ ....... . 
For :3 /4;"lIlch mett)r ••••• * ••••••••••• ~ ••••••••••••• 
For l-inch meter ..•.........•.................. 
For 1-1/2-ineh met.or -.....•.••..•• ~ ...••...•...•... 
For 2-inchmoter •.•••••...•....•...•.. -.... ~ ... 
For )~1neb.meter ...............•.........•..... 
For 4-ineh meter ••••••• • ••••• r ••••••••••••••••• 

For 6-inch meter .•.•.•.•.••..•...••...•..••.•.• 
Quantity Rate: 

Per 100 cu .. !t • ...........•.•••••••••••.•.•••............ . ., _., ---. 
I 

'!'he" serv:s.ee Charge is a roadinecs-to-sorvo charge 
applicable to all ~X""Id ~rv1~~ .and. to-which 15 to 
to Do add.edthe monthly' charge com:P\ltec1 at. the 
Quantit:r Ra.tos. 

. 
Per· Metor 
Per Month 

$ ,3.75 
4.l0 
".90 
& . .20 

10.70 
19 .. 80 
zt.CO 
43~OO 

(I) 

(I) 
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APPU CABIUTY 

'APPENDIX, A, 

Page 20t :3 

Sehed:ale No. .4 . 

PRIVATE ~ PROTECTION SERVICE 

"', 

Apl'liea.ble to all 'W8.ter :r.~rvice f\u:onished. tor privately owned., fire 
protection eystems. 

TERRITORY 

The unincorpora.t.e<i ~ubd.1v1sion known as ta.rkfield Eetates and. vieinit,. 
located. ad.jacent to U.S. Highway lOl, appro,xtma.teJ..y t.hl"ee mile:r. north or ~he 
'CitY' ot Santa. Rosa.., Sonoma. County. " ~' " . . 

Pe~ Month 

For each inch ot diameter ors~l"Y'ice connection • • •••• • • • • •• . $1.30 

SPECIAL CONDITIONS 

1.. The fire protection service 'Will be installed by the ut1l1ty at the 
C03t ot the a.PPlicant. SUch cost shall not be subject to retund .. 

(I) 

2. It a. distribution main ot a.dequate size to serve a priva.te !ire 
protection s~tem in a.d.dition to all other normal se~ce does not exist in 
the street or alley adja.cent to the prem1se~ to be served., then a service main 
!%-om 'the n~l&rest existing main or ad.equate capacity 'odll be installed. by the 
utility at the cost ot the appl:i.eant. Sue."'l cost ~hall not be subject to re!\l.nd.. 

3. Service hereund.er i5 tor priva.te tire protection Sy:lJtems to 'Which no 
cOM~etions tor other than tire p::-otect1on p~ses are allo'Wed. and 'Iothich are 
regular~ inspected by the undenr.:-1ters ha.ving j\U"is<1iet1on., are iMtalled 
according to speci.t1ea.tiOM or t:bi: ut1l1ty,. and. are :l41n:ta.inecl to the 
sat1staetion ot the utility.. '!'he util:tt,. may iMtaJ.l the ~t.anda:rd detector 
type meter aPl'l"Ovled, by the Board or F1~ Und.erwriters tor 'DX'(.otection ag&1n.st, 
the!t; 1ealca.ge or wa.ste o! water. 

4. For 'Wa.ter <ieJj.vered. tor other than !ire protection purposes, charge:, 
will be made theretor und.er Sehed.,ue No.. 1, General Meter«!. Service. 

5.'l'he, utility w.t:U,suppl;r only such 'Water at. such pressure,as xn.a.y be 
ava:tlable !rom time to time ~,' & resulto! its, normal opera.tion, or, the, :lY'Stem... 

• • , . I ' , 
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APPUCABruT! 

'. 

APPENDIX A. 
Page ). o"r ~ 

Schedule No.5 

PUBUC ~ HYDRANT SERVICE 

Applicable to. all fire hydrant service .t\1r.I:l1shed to mun1e1palit1e:s" 
d.uly organized. or ineol"pOra.~!1re cii~tr1cta" or. other pol1tical 
:subd1\tiaions of the at.&t.e. 

TERRITORY 

The 'UZ11neorporated. subd.iYision JcnO'WJl .a.s. La.rlct1e1d Eatatea" and. v.te1n1ty .. 
10eated ad.ja.cent to U.S. High..,.,. 101" appro:d.m&tel:r threem1lea north o! the 
City o! Santa RoM" Sonoma. Cotmt:r. 

Per Konth 

For ea.ch ~m.t. ............................ ,....................... $2'.60 (I) 

SPECIAl. CONDITIONS 

1. For water d.eliver«t. ror othel" than .til"e pl"Otect10n purposes .. 
charges wUl be made a.t the quantity l"&te:s und.el" Sehed.ule No. l .. Genel"al 
Metered. Service. 

2. The eo~t or 1n:stalla.t10n and. maintenance or hyd,rantsw.Ul be borne 
'bY' the utility. . 

3. Relocation ot 8:t1Y hydrant :shall 'be at the expenae 01: the p&.rty 
reque~ting ~loe&tion. . 

4. The utility 'Will s~ o~ ~c:b water at.· suCh preMUre M 1JJAY be 
ava1lable trom time to time &a the ~81%l:r.ot its normal opera.tionot the 
s~t=. . 


