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OPINION APPROVING A REVISED 2000 MASTER PLAN OF IMPROVEMENTS FOR CITIZENS’ MONTARA DISTRICT

Summary

Citizens Utilities Company of California (Citizens) requests approval of its 2000 Master Plan of improvements for its Montara District over a seven-year period, 2001 - 2007.  As requested, these improvements are estimated to increase revenues by 9.08% annually and 83% over the seven-year period.  We do not approve this request, but instead we herein authorize a revised 2000 Master Plan of Improvement estimated to increase rates by slightly over one-half the requested amount.
Background

The Montara service territory includes the communities of Montara and Moss Beach, roughly 20 miles south of the cities of Pacifica and San Francisco.  The area is generally bounded by San Vicente Creek on the south, the Pacific Ocean on the west, Martini Creek on the north, and the granitic rocks of Montara Mountain on the east.  Water deposits are contained on the surface in these surrounding creeks and in weathered and fractured rock formations underneath the entire area.

Groundwater is accessed by an estimated 45 private domestic and municipal wells in the area, including eight wells owned by Citizens.  In the Montara District itself, these wells generally produce small amounts of water unless they are drilled relatively deep.  They average 209 feet in depth and yield an average water supply of 16.5 gallons per minute (gpm); more than 90% of the wells exceed 100 feet, more than 20% exceed 300 feet.  Only about 40% of the wells yield more than 10 gpm.  The Department of Water Resources (DWR) estimates the quantity of groundwater extracted for private domestic use is relatively small, based upon the number of San Mateo County applications for permits since 1986.  Much of the groundwater is high in iron and manganese, and may require treatment prior to delivery to the customer.  

The Denniston sub-basin, which is adjacent to the Montara area, yields more water, but extraction is limited by the California Coastal Commission.  Water quality in this sub-basin is generally good.  Citizens and the neighboring Coastside County Water District own wells in this sub-basin.  

Regarding Citizens’ operations, the Montara District has a long, well-documented history of water supply problems for which it has sought relief at the Commission.  In December 1979, Citizens sought authority from the Commission to impose a temporary moratorium on new connections there because it did not have the water or the storage capacity to meet the growing demand of additional customers. At that time, Citizens had insufficient water and pressure for fire protection for 17% of existing customers.  In 1981, the Commission issued an interim order for a moratorium on new connections in the Montara District.  (Decision (D.) 93254.)  This order was made permanent in 1986.  (D.86‑12‑069.)

On November 12, 1991, Citizens filed Application (A.) 91-11-010 requesting a rate increase. The rate proceeding was consolidated with five customer complaints that were filed in 1992.  These customers complained of low pressure, leaking mains, inadequate storage capacity for fire protection and emergency needs, and fire flow problems in an alleged inadequate, worn-out, difficult-to-serve, dispersed, multi-zone system. The remedies to rehabilitate the system were not cheap since the system is located in an area of poor quality groundwater with limited seasonal stream runoff for blending purposes. Known local water supplies were marginal for system needs, and imports of water were either unavailable or not feasible at that time.  It would eventually take six years in this proceeding to determine a course of action to find solutions to these system problems and adopt a Master Plan of Improvements.

Initially, in the 1991 application, the parties supposedly settled all disputed issues.  As part of the settlement, Citizens agreed to develop a comprehensive Master Plan addressing the needs and specific improvements to enhance water service in the Montara District.  An interim order, Decision (D.) 93-04-027, granted a rate increase to Citizens subject to the provision that the system pass a Commission-validated fire flow test.  This decision also directed Citizens to develop the proposed comprehensive Master Plan, including a plan for meeting the drinking water standards set by California Department of Health Services (DHS) and the Commission’s GO 103 fire flow requirements.  On rehearing, by D.93-10-041, we deferred rate relief in D.93-04-027 because the system was unable to demonstrate adequate GO103 service reliability.  We again ordered Citizens to proceed with preparing the Master Plan.

Subsequently, in the same proceeding, Citizens prepared a draft Water System Master Plan in 1993 that recommended a desalination plant to obtain an additional supply of water.  Citizens concluded that well water sources were not sufficient to meet the needs of the district.  However, the desalination plant proposal was denied because of high costs.  Instead, the Commission authorized a well option on an emergency basis.  The Commission held the proceeding open for further investigation of system improvements.

Citizens and its consultants, Montgomery Watson, presented a revised Master Plan in 1996 that provided an analysis of all possible water sources available in the Montara District.  The sources examined included surface water in creeks, well water, ocean water, water transfers and wheeling.  Citizens concluded that:

1. Very little surface water was available from the creeks, and the surface water amounts were not reliable since they were seasonal.

2. Ocean water desalination was very expensive.

3. Wheeling and water transfer was impractical because of costs and the provision in the Raker Act forbidding sale of Hetch Hetchy water supplies to private water purveyors.

The 1996 plan recommended:

1.
Drilling two new wells and rehabilitating one well.

2.
Replacing undersized and leaking mains.

3.
Improving storage and pumping facilities.

4.
Testing and treating iron, manganese or other chemicals to make the water potable.

An evidentiary hearing was held on February 19, 1997, seeking comments from all the parties on the 1996 Master Plan.  On August 26, 1997, the Commission agreed to a settlement that established two phases for implementing the 1996 Master Plan.  Phase 1 included telemetry ($86,000), minor pipeline replacements ($112,000), and minor storage and pumping projects ($140,000) in the year 1997-98.  Phase 2 included the drilling of Airport Well # 4 ($238,000) and minor pipeline replacements ($56,000).  These expenditures were authorized to be recovered through advice letter filings.  The rest of the Master Plan  (estimated at approximately $3 million) was deferred until all parties had reviewed and were satisfied with the Plan. 

In D.97-12-097, the final order in A. 91-11-010, the Commission approved the 1996 Master Plan and directed Citizens to update the plan by incorporating any recommendations in DWR’s hydrologic study of the Montara area when it was completed.  

DWR issued its study in April 2000.  Therefore, in this new proceeding, Citizens reports on projects it has completed, deleting them from the improvement schedule, and incorporates DWR’s recommendations, per our instructions in D.97-12-097.  Citizens requests authority to proceed with the outlined improvements for a period of seven years, beginning in 2001.

Procedural History

California American Water Company (Cal-Am) intervened in this proceeding because it has currently pending A.00-05-015, Citizens and Cal-Am’s joint request for Cal-Am to acquire all of Citizens’ facilities in California.  Upon request in this proceeding, Cal-Am provided estimates of revenue requirement and rate impact should the company be transferred to Cal-Am.  These estimated costs to construct projects in the 2000 Master Plan are slightly lower than those of Citizens.  If the pending acquisition is approved, Cal-Am will be obligated to perform any improvements authorized in this proceeding, standing in the shoes of Citizens.

The Commission Office of Ratepayer Advocates (ORA) protested the Master Plan application, recommending reprioritizing pipeline replacement, and deferring two wells and one proposed storage tank.  ORA’s revisions result in roughly half of the rate increase that Citizens proposes.

The Montara Sewer District (MSD) also protested the 2000 Plan.  MSD is a public agency providing sanitary service to the unincorporated communities of Moss Beach and Montara and surrounding communities.  In 1992 voters agreed to give the sanitary district the additional powers of a county water district that may do any act necessary to furnish sufficient water for present or future use, including storage and conservation of water, or to appropriate, acquire, and conserve water and water rights for any useful purpose.  MSD recommended further revisions to the Master Plan and that the Commission consider in the future consolidating the Montara District with other Citizens or Cal-Am districts to minimize the rate impact on Montara customers of needed improvements. 

In addition, Montara customers were individually notified of this proceeding and invited to provide their opinions on the proposed Master Plan.  

Two informal public meetings were held by Citizens and ORA on March 21 and April 4, 2001 in the Montara District to gather customer input.  A Public Participation Hearing (PPH) was held in Montara on April 26, 2001. Roughly 100 customers attended the PPH with 30 customers presenting statements.  In summary, few customers recommended approval of Citizen’s proposed Master Plan.  Customers believe the proposed increases for improvements are excessive and that some improvements are unnecessary.  Many customers indicated they have low or fixed incomes and cannot afford any increases.  Several customers asked the Commission to defer a decision in this proceeding so that the community may organize to acquire Citizens’ facilities by eminent domain.  After the PPH, customers sent roughly 75 letters and e-mails to the Commission voicing the same opinions as customer statements at the PPH.

On January 19, 2001, Assigned Commissioner Duque issued a Scoping Memo and Ruling in this proceeding.  The preliminary category as “ratesetting” with the need for a hearing was retained.  The assigned Administrative Law Judge is the designated principal hearing officer in this proceeding.

Evidentiary hearings were held on May 14-16, 2001 in San Francisco.  Concurrent Opening and Closing Briefs were submitted on June 4 and 18, 2001, 

respectively.  Oral Argument before the Commission was held on



, 2001.

Department of Water Resources Study

The Montara Water Supply Study which the Commission ordered Citizens to review and incorporate in its Master Plan was a cooperative effort between MSD and DWR.  The study and report were completed as part of DWR’s Central California Water Management Program.  DWR examined technically feasible options for improving water supply reliability within the coastal communities, including Montara.  The following are noteworthy conclusions derived during the study:

•
According to the entities involved, the Montara water system is inadequate for the current level of development.  Water needs exceed the available water supply, including peak demand periods. The capacity inadequacies are related both to infrastructure and water sources.

•
Future water needs are based upon the future population connected to the Montara water system.  Population changes will be influenced by the water system connection moratorium, the San Mateo County Local Coastal Plan limitations, and the county development review process, including the public response to development proposals.  Citizens estimates that yearly water demands will increase by approximately 130 acre-feet by 2030.  This projected demand increase does not include the existing system shortage.

•
Water development in and around the Montara area has historically been very difficult.  Water resources are limited, water development can be competitive, and anti-growth sentiment is significant.  Cooperation between various interests and agencies is an important tool that can provide cost savings, improved protection of resources, and increased opportunities.

•
MSD has attained legal status as a county water district with the ability to develop, acquire, and sell water.  The benefits of public agency status include compliance with the Raker Act private utility exclusion, 

more public participation in the planning process, and independence from Public Utilities Commission regulation.

•
Hydrologic information and data (both surface water and groundwater) for the area in and around Montara is limited.  In many cases, the information currently available may not be sufficient for making water management decisions.

•
A number of water supply development options to augment the Montara area supply appear to be feasible.  Feasible options include local surface water development, groundwater development, desalination, and negotiation of a water transfer.

•
After cursory review, groundwater development and negotiation of a water transfer appear to be most favorable.  The most easily developed option appears to be groundwater development.  The economic component of the groundwater option is especially attractive, as the cost of preliminary investigation and cost per acre foot seem significantly less than other options.

•
Extracting additional groundwater from the Denniston sub-basin appears to be feasible.

•
Exploratory drilling can answer a number of immediate questions related to the feasibility of the McNee Ranch and Wagner Valley groundwater options at minimal cost.  A pump test, hydrogeologic information derived during the drilling, and minimal analysis should provide adequate information to decide whether to proceed with a design.

•
The amount of additional groundwater available may not be sufficient to provide for all projected future demands for water in the Montara area.  Cursory estimates by DWR of the yield from the McNee Ranch and Wagner Valley options indicate an annual supplemental supply of 120 acre-feet.  If both options were developed, the supplemental yield is slightly less than the additional supply estimated by Citizens Utilities as necessary to meet future population needs.

•
The amount of water available through negotiation of a water transfer is limited by conveyance space in relevant pipelines and aqueducts.  A water transfer is a negotiated agreement, and therefore can be most effectively and efficiently implemented in a spirit of cooperation.  A water transfer would likely be more expensive than groundwater development, but is feasible and could potentially provide a larger long-term yield.

•
Conjunctive use
 may provide significant benefits to local water users including protection of environmental resources, stabilization of groundwater levels, and increased water supply.  In the Denniston sub-basin, these benefits may be available if a surface water source can be identified for recharge, and regulators and water users can reach agreement on alternative management strategies.

•
Conjunctive use does not appear to be feasible under current groundwater management practices for the Denniston sub-basin, due primarily to an apparent lack of available storage space.  However, conjunctive use may be feasible if the sub-basin can be pumped to lower levels without adversely impacting Pillar Point Marsh and a surface supply is identified.

•
A more limited approach to conjunctive use in the Denniston sub-basin may provide more limited benefits.  Recharge and recovery of surface water during a specific drought year (when water levels are lowered) would provide the above-mentioned benefits, excluding increased water supply.  This type of management approach may also provide improved flexibility, but no additional supply as compared to simply delivering the surface or imported supply directly to the water system.”

DWR concludes that MSD’s Board of Directors and the District’s customers need to assess the Montara and surrounding communities’ water supply and make a number of decisions about the future.  DWR reasons that the reliability of Montara’s water supply will impact MSD.  DWR recommends that MSD work closely with Citizens in this decision-making process.  DWR makes the following recommendations based upon its study:

•
An important preliminary step for MSD will be to work closely with the community and San Mateo County to determine the amount of additional development that residents and appropriate agencies would be willing to support.

•
MSD should make every effort to work cooperatively with the appropriate organizations to circumvent potential political roadblocks.  Organizations include Citizens, Coastside County Water District, San Mateo County, various landowners, as well as the public.  Dialogue with each of these entities should begin as soon as practical.

•
MSD should develop and encourage public participation and support during the supplemental water supply planning process.

•
MSD should support any efforts to improve water resource data and information (especially data collection) for the area in and surrounding the Montara District service area.  The district should also monitor current efforts by the landowners and Coastside County Water District
 to develop local surface and groundwater hydrology data and information.

•
An approved monitoring program for the Denniston sub-basin should be implemented as soon as possible.  After approval, an additional 23 acre feet per year may be extracted, according to the Citizens Utilities permit.  If monitoring indicates that an additional 5 percent may be extracted without harm to the aquifer or Pillar Point Marsh, Citizens Utilities should apply for a new permit.

•
Discussions should be initiated with landowners regarding the potential groundwater development options.  If an agreement can be reached for further investigation of a specific option, exploratory drilling should proceed.  If the exploratory drilling and review indicates a feasible option, an agreement to develop the option should be negotiated and design should proceed.

•
Discussions should be initiated among local water entities regarding potential water transfer options.  If participants can agree on terms for additional investigation, a water marketing consultant should be retained to assist in negotiations.

Citizens’ 2000 Master Plan

In this proceeding, Montgomery Watson, the consulting firm that prepared Citizens’ 1993 and 1996 Master Plans, reevaluates the current status of the various potential water supply sources, identifies and reassesses necessary system improvements, and outlines a seven-year capital improvement program for 2001–2007.  (Application, Attachment A-2000 Master Plan.)  The intent of the 2000 Master Plan is to correct long-standing water supply deficiencies in Montara with the ultimate goal of removing the long-standing moratorium on new connections.  In order to do this, the Commission has ordered Citizens to bring its capacity up from 327 to 550 gpm.

In summary, the 2000 Master Plan recommends that the following changes be made to the 1996 Master Plan:

· Eliminate fire protection projects completed since 1996.

· Modify the number and location of wells and storage in the water supply project list.

· Update the cost estimates of all projects.

· Extend the timeframe to seven years, instead of five years, to reduce the rate impact of the cost of improvements on customers.

· Include funds to conduct further studies of supply options for short-term and long-term planning.

Citizens reports that the DWR study did not identify any new water supply options beyond those previously explored by Citizens in earlier Master Plans.  Thus, Citizens concludes that local groundwater sources are still the most economical source of potential new water supply.  Citizens contends that the necessary revisions to well projects do not conflict with the DWR study.  In the 2000 Master Plan, Citizens removes from the list of projects development of the Guntren Well because the property site could not be acquired.  Citizens removes the projects to re-drill the Park Well and install an iron and manganese treatment facility for the Park Well because it would only be used for emergencies and because this well site, partially within Montara Creek’s flood plain, was not a feasible location.  Citizens now proposes to move the wells to new sites, one at Wagner Valley and two at McNee Ranch.

Citizens’ eight operating wells have a total capacity of 327 gpm.  These new wells are estimated to increase capacity by 60 gpm, 50 gpm, and 50 gpm, respectively, totaling 160 gpm.  These new wells would be constructed in addition to completing the Airport Well # 4 site, which was detailed in the 1996 Plan to add 60 gpm.  (Citizens is currently awaiting approval of Airport Well # 4 from the California Coastal Commission.)  

The 2000 Plan’s well development program adding 220 gpm capacity to the existing 327 gpm, plus surface water of 75 gpm from its surface water treatment plant, will allow Citizens to achieve total supply capability of at least 550 gpm, the Commission-mandated capacity, within five years.  At that time Citizens will request that the moratorium on new customers be lifted.  

The 2000 Plan also recommends further investigation and provides funding for groundwater monitoring, studies on groundwater resources, water transfers, wheeling, desalination, recycled water, and other supply sources, throughout the seven-year period. 

Finally, Citizens proposes several thousand feet of pipeline replacements, distribution system improvements, and increased water storage at two sites, the existing Schoolhouse tank site and the Portola site.  These new tanks would add a net 1,300,000 gallons of storage to the system (the Portola tank will be torn down and replaced by a tank the same size) to provide a fully stand-alone system in the case of a regional emergency, such as occurred during the 1989 Loma Prieta earthquake.  Additional storage would also enhance adequate fire flow. 

In summary, Citizens proposes the following scheduling and estimated annual costs of the capital improvements (Application, Attachment A-2000 Master Plan):

Annual Cost Summary of Recommended Capital Improvement Projects

7-Year Capital Improvement Program
Description
Year 1
Year 2
Year 3
Year 4
Year 5
Year 6
Year 7


Improvements to Increase Supply



$200,000



$   145,000



$  360,000



$860,000



$965,000



$110,000



$110,000

Improvements to Storage and Pumping Facilities



$320,000



$1,003,000



$1,133,000



$260,000



            $0



$549,000



          $0

Misc. Pipeline Replacement Program



$475,000



               $0



               $0



            $0



            $0



$407,000



$505,000

Total

$995,000

$1,148,000

$1,493,000

$1,120,000

$965,000

$1,066,000

$615,000

Citizens estimates that its seven-year capital improvement program will cost $7.402 million.  Citizens estimates the total rate impact to be roughly $1.084 million per year. This will result in an average annual rate increase of 9.08%, or a cumulative rate increase of approximately 83% over the seven years.  Citizens proposes to request rate recovery for the actual costs of improvements by annual advice letter filings in the year the approved projects are completed.

ORA’s Recommendations

After review of Citizens’ estimates, ORA recommends several adjustments and project delays which decrease the revenue requirement by roughly one half of that proposed by Citizens.  Under ORA’s recommended improvement plan and estimated costs, rates would increase roughly 42.8% for the seven-year period.

First, ORA contends that Citizens used the rate of return authorized in the improvement applications in 1993, 9.80%.  However, ORA recommends using the more recent 8.81% rate of return authorized in D.98-10-056 for other Citizens’ districts to better reflect the current conditions in capital markets.  

Regarding pipeline replacement, ORA agrees that pipes constructed in the 1940’s should be replaced since they are at the end of their useful life.  The pipes are undersized and have leaks.  However, ORA believes the replacement should be done in the first few years instead of the first and fourth years in order to provide an immediate benefit to the ratepayers who have expressed concerns about low pressure, fire flow and poor water quality related to old pipes.  This re-prioritizing of pipeline replacement also restructures the rate impact.

ORA challenges Citizens’ construction cost factors used to estimate the cost of the pipe replacement program.  Citizens uses factors of 25% for the contingency factor (presently unknown expenses), 15% for the engineering factor and 10% for the administrative factor.  ORA contends these percentages are excessive based upon industry cost estimator guidelines by R.S. Means.  According to Means’ Construction Cost Data for 2000, the contingency factor on routine construction projects, such as pipeline replacement, should be no higher than 10%.  This percentage is similar to other such water company projects recently reviewed by ORA.  The Means tables also recommend a range of 4-10% for engineering.  ORA considers a 5% factor for estimating engineering costs to be reasonable due to the simplicity of pipeline construction.  For the administration factor, Means recommends a range of 4.5 – 7.5%.  Similarly, ORA believes the low end of this range, or 5%, is reasonable given the relative simplicity of this project.  Thus, ORA estimates total costs for pipeline replacement of $1,097,000 compared to Citizens’ estimate of $1,387,000.

Regarding source of supply, ORA disagrees with Citizens’ proposed well construction.  Contrary to Citizens’ proposal to cease operation, ORA proposes to operate the Park and Portola II wells, which increases the total water supply.  ORA also recalculates the average consumption, which has decreased since 1991.  Thus, based upon a reassessment of forecasted daily demand, ORA recommends that the new Wagner Valley Well and second McNee Ranch Well are not needed and should be deferred.  ORA prefers the McNee Ranch Well over the Wagner Valley Well because the Wagner Valley Well is upstream of existing wells and may reduce water supply from them.  Due to its proposed location, the new McNee Ranch Well will not affect any other existing well.

ORA uses lower factors than Citizens for well construction, yet higher than those ORA used for pipeline construction because it considers well projects more exploratory than the routine pipeline replacement projects.  Thus, ORA considers reasonable the following factors: engineering 10%, administration 5% and contingencies 15%.  ORA also used these factors for pipeline associated with the McNee Ranch Well for the same reasons.

ORA applies its lower factors for construction estimates for the Airport Well #4 and the one McNee Ranch Well it allows.  Thus, it estimates costs of $280,000 and $255,000 for the wells, compared with Citizens’ estimates of $370,000 and $300,000.  Based upon its recommendation of two new wells instead of four wells, ORA also lowers the water monitoring cost estimate from $10,000 to $6,000.

In summary, ORA estimates $1,289,000 for the construction of two wells, compared with Citizens’ estimate of $2,750,000 for four wells.  The difference is due to the deletion of the Wagner Valley Well and its associated costs, the deletion of the second McNee Ranch Well, the removal of the pipeline between the two McNee Ranch Wells, the use of different percentages for contingency, engineering and administration factors, and reduction of related expenses.

Regarding storage, ORA uses a re-calculated maximum day demand to estimate required storage to be 1,267,000 gallons.  Current water storage (662,000 gallons) plus the new Portola tank (100,000 gallons) provides 762,000 gallons of storage.  Subtracting new storage from daily demand, ORA calculates the additional storage needed as 505,000 gallons (1,267,000-762,000 gallons).  Therefore, ORA recommends construction of only one of the 650,000 gallon tanks at the Schoolhouse site, rather than two as Citizens’ proposes.  ORA reduces the estimated costs for the Schoolhouse Tank storage accordingly.  Regarding other related costs, ORA again uses lower cost factors.  ORA reduces Citizens’ estimate of land surveying, and land allowance for the new Portola Tank, resulting in a total estimate of $270,000 compared with Citizens’ estimate of $380,000.

Thus, ORA estimates for storage and pumping projects $2,171,000 compared with Citizens’ estimate of $3,265,000.

Regarding office structures, ORA adjusts the costs of a new Operations Building.  Citizens uses a cost factor resulting in $150 per square foot for the building.  ORA finds more reasonable a cost factor of 1.25, resulting in a unit price of $120 per square foot, based upon Means Construction Cost Data for 2000 for an office building.  ORA also recommends delaying construction of the building until Years 4-5 to balance the costs throughout the seven-year period, and adds a 5% inflation factor to compensate for the delay.  Also to spread the rate impact, ORA recommends deferring the construction of two fire pumps, a standby power system, and related electrical instrumentation from Years 2-3 to Years 4-5.  ORA adds a 5% inflation factor to these delayed projects, but again reduces Citizens’ construction factors as discussed above.

Overall, ORA ‘s estimate for total capital improvements, including pipeline replacement, source of supply, and storage and pumping facilities is $4,557,000, compared with Citizens’ projection of $7,402,000.  ORA recommends placing a cap of this amount on the total improvement plan recovery, with Citizens being required to request approval of any amount in excess of this cap in a future rate proceeding, which will allow a prudency review of claimed expenditures.  ORA recommends that Citizens be allowed to file three advice letters over the next three years to recover costs.  In addition, ORA recommends that in 2003 Citizens would file an application seeking authorization to complete the second phase of improvements with any cost overruns.  Lastly, ORA requests that Citizens be ordered to file annual compliance reports indicating that it has timely completed the annual Commission-ordered plant improvements.  

In an effort to minimize rate impact and conserve supply, ORA recommends that Citizens expand its conservation program in this district to include an Ultra Low-Flush Toilet rebate of $50 to customers who purchase and install this plumbing.  ORA recommends that Citizens be authorized to set up a memorandum account for rebate programs to recover this cost later.  However, ORA recommends that this account include only the actual rebate paid to customers.

Regarding rate design, ORA notes that Citizens’ service charge is not in accordance with Commission policy.  D. 86-50-064 requires service charges be set to allow recovery of 50% of fixed costs, orders the phasing out of any universal lifeline rates, and instructs water utilities to set a maximum of three commodity blocks.  Also in 1981, the Commission Water Division recommended service charge allocation by meter size based on the approximate flow rates of each size of meters.  These ratios range from 1.0 for the 5/8 x ¾ inch (residential) meter to 225.0 for the 15-inch commercial meter.  Therefore, ORA recommends that Citizens gradually increase the service charges to larger meters to move closer to these recommended ratios in the Montara District.

Montara Sewer District Recommendations

MSD considers both Citizens’ and ORA’s proposals result in excessive rates violating the utility’s obligation under Public Utilities Code Sections 451 and 739.8 to provide rates that are just, reasonable, and affordable.
  MSD points out that the average monthly water bill for a family in the Montara District is $91.24, more than double the average bill in Citizens’ Larkfield district, and nearly five times that of Citizens’ Sacramento customers.  MSD estimates that the Montara average bill will increase to $167 by the end of the seven-year improvement program.  MSD anticipates that the rates will also be increased to include costs for the Cal-Am purchase.  MSD does not believe Citizens has pursued all low cost options to increase water supply in the district.

Rather than approving the proposed improvement plan, MSD requests that Citizens be required to explore, within the next year, less costly water supply enhancement measures.  These include water transfers, reduction of water leakage, diversion of water from Montara and Martini Creeks, water conservation measures, and pumping additional water at the Airport wells. 

MSD does not believe Citizens has complied with the requirement in D.97‑12-097 to review the DWR Study and incorporate any new economical and operationally feasible projects to augment its water supply sources.  MSD believes Citizens has focused on projects that are not economical and would only further increase rates.

MSD contends the DWR Study characterized the negotiation of a water transfer as most favorable and Citizens has not included this option.  The study also recognized that if storage is provided, yield from a local stream could be significant.  The study suggested that MSD could provide additional opportunities and other advantages in developing water supply options because as a public agency, it may have greater access to low interest and tax-exempt financing for studies and/or project development.  MSD contends that Citizens has not sought its help in developing water projects.

MSD also contends Citizens’ plan provides estimated costs for new wells that are far greater than, and inconsistent with DWR’s proposed estimates.  For example, DWR estimates two new wells, one at McNee Ranch and one in Wagner Valley, at $336,008.65, whereas Citizens estimates $2 million for the same wells.  MSD contends that Citizens’ estimates undermine DWR’s conclusion that groundwater projects are a reasonable and favorable option.

MSD contends that DWR recognizes that additional groundwater sources may be inadequate, and that therefore DWR recommends partnerships with local water entities regarding potential water transfer options.  MSD contends that water transfers and the development of local surface water should be included as immediate short-term and long-term solutions, rather than solely long-term possibilities.

MSD believes the Commission should order Citizens to: (1) immediately explore diverting additional water from Montara Creek and Martini Creek for storage, treatment, or recharge, (2) implement better conservation practices, and (3) pump additional water at the Airport Well field.  MSD requests that these requirements be a condition of any approval of the Master Plan, and also that Citizens be ordered to investigate combining the Montara District with other districts to share common administrative and general services to minimize the rate impact of the improvements.  MSD argues that administrative consolidation of Montara with other districts would serve the same purposes as in prior cases where the Commission has approved single-tariff pricing.  These purposes (namely, stabilizing rates, making rates more affordable in smaller districts, and facilitating investment in infrastructure and treatment facilities) should all be considered by the Commission in a future proceeding.  MSD estimates the rate impact in other districts would be minimal.

If the Master Plan is approved without the above conditions, MSD requests that Citizens be ordered to explore least-cost financing options for the proposed improvements, including the joint development of additional water supplies with MSD through use of its access to low-interest loans from the State and tax-exempt financing.  MSD is a public agency with authority to provide water on a wholesale basis, approval for more than $1 million in low-interest loans, and authority to request an additional $5 million in loans per project from DWR for developing water supplies.  MSD’s efforts to date to work jointly with Citizens and Cal-Am to obtain water transfers and develop additional water supplies using its access to low-cost financing have been unsuccessful. 

Discussion

We discuss below the various positions on projects by category and explain the reasons for the conclusions we reach herein.

Groundwater Supply Projects

Citizens proposes to increase supply by means of extracting groundwater in four new wells.  ORA contends that only two wells are needed.  MSD criticizes any new supply projects embarked upon prior to exploring lower cost options.  MSD also reminds the Commission that wells may be a waste of ratepayers’ dollars if the wells only provide water for a short time.

In response Citizens attacks the basis of ORA’s conclusion that demand today is lower than during the period when we ordered that capacity be raised to 550 gpm.  Citizens argues that ORA’s calculation is flawed by not including a large commercial stand-by customer, by including water from wells with iron and manganese content that violates secondary water standards (odor, taste, and color), and by not meeting the 550 gpm requirement.  Citizens argues that these four wells are needed to comply with the current 550 gpm requirement and must be approved without delay, since wells have a substantial lead time prior to construction and since Citizens’ goal is to remove the moratorium on new connections as soon as possible.  ORA replies that it did include the stand-by customer in its calculation of lower demand of 440 gpm.  However, we note the purpose of this proceeding was not to reinvestigate demand or reevaluate our 1986 order.  Particularly for purposes of removing the 1979 moratorium on new hookups, the 550 gpm capacity target continues to be reasonable; otherwise, we may find ourselves having to impose a new moratorium shortly after lifting the old one.

MSD argues that some new wells in this area are not productive as long as generally anticipated, therefore, assets may be wasted on new wells.  Should this occur, such assets are removed from rate base.  We note, however, that part of the process of choosing a new well site is an evaluation of the site’s reliability and impact on other wells in the area.  Some uncertainty remains, but other supply options also present uncertainties.  Citizens’ management of groundwater resources for its Montara District, of course, will be subject to a reasonableness review.

MSD’s argument that Citizens has failed to review lower cost options preferred by DWR is unfounded.  Citizens analyzed the possibility of supply from Martini and Montara Creeks in its 2000 Master Plan.  (Application, Attachment A-Master Plan Update, pp. 2-14 through 2-17.)  Citizens notes several problems with heavy reliance on these sources, including the need for water treatment, storage issues, and unreliability of supply in drought periods.  Citizens concludes that local groundwater is the more promising source in the short run, but includes funds for studies of other potential sources, including surface water.  Citizens reaches the same conclusion about water transfers, namely, that they offer some long-term promise, but no assistance in the short term.

However, significantly, we cannot be sure from the record how many years Citizens considers “short-term” or “long-term.”  Moreover, because DWR recommends steps to shorten the time to investigate and better evaluate these other supply options, we cannot be certain the status of these options will remain the same in a year or two.  DWR recommends that improved monitoring of local creeks and the Denniston sub-basin, and discussions regarding water transfer options, start now.  These DWR recommendations may have already been implemented or will be in the near future.  In any event, we will order Citizens to participate in implementing these steps and to use newly available monitoring information in its water supply planning.

Further, Citizens should accept MSD’s offer to assist in securing and financing proposed or lower cost sources of water.  As previously noted, the continued reasonableness of the costs for the Wagner Valley and McNee Ranch wells depends on Citizens demonstrating that no other lower cost supply options are feasible.  Moreover, acting alone, Citizens has failed to resolve the water supply problem, and the moratorium has remained in place for 21 years.  We, therefore, require Citizens to work with MSD to explore and develop more cost-effective water supply options.  Citizens should immediately begin in good faith to explore whether low-cost financing and/or lease options via MSD are possible, and should use such options where costs may be reduced.  We further note that should MSD elect to serve Montara District as a wholesale supplier of water to Citizens, this Commission would require Citizens to contract with MSD whenever it provides a cost-effective source of water supply.

In particular, if Citizens elects to proceed with the Wagner Valley and McNee Ranch wells, its Commission filing seeking recovery should document its efforts to work with MSD to provide a lower cost supply solution.  For any future recovery proceeding, MSD may present evidence that lower cost financing or jointly-developed supply options were available and rejected by Citizens, the costs of which should be imputed in determining the costs for recovery.  Our goal is to secure an adequate and cost-effective water supply that will enable us to end the moratorium that has burdened owners of homes and properties in this community.

Lastly, MSD recommends additional pumping from the airport aquifer.  This is provided for in the 2000 Master Plan, and Citizens has submitted a monitoring plan to the Coastal Commission in cooperation with Coastside County Water District.  This project is reasonable and will be approved.

Conservation

MSD and ORA recommend rebate programs for low-flow toilets.  Citizens is willing to implement this program if it is afforded full cost recovery.  ORA recommends recovery of rebates only.  We will order the total program costs to be recorded in a memorandum account since we cannot be certain whether administrative costs will increase by authorizing this program.  The reasonableness of the costs may be justified in future recovery proceedings.

Storage Tank Projects

Adequate storage is a key to supplying daily demand and preparing for emergencies.  Citizens proposes to construct three storage tanks, two replacing the Schoolhouse tank (650,000 gallons each) and a new tank at the Portola site (100,000 gallons).  Citizens contends that increased storage should receive high priority because future earthquakes may, as in the past, disrupt the ability to provide service in Montara.  ORA argues that one of the Schoolhouse tanks should be postponed indefinitely.  MSD agrees with ORA. Citizens agrees that if any project is deferred, it should be one of the Schoolhouse tanks, as ORA recommends.

We have no desire to reinvent the wheel in this proceeding.  In D.97-12-097 we reached the conclusion that this tank should be deferred and conditions warranting its construction monitored.  We have always anticipated that this second tank might not be needed.  Therefore, we concur with ORA and MSD that this tank should not be constructed during this seven-year period unless circumstances change substantially.

Distribution Pipeline Replacement

Citizens does not challenge ORA’s recommendation that pipeline replacement be completed in the first two years, rather than pursued in two isolated years, 2001 and 2004.  However, Citizens requests that no projects be delayed to accomplish this task.  ORA believes completion of pipe replacement resolves the many customer complaints of leaks and low pressure over the years.  We agree.  MSD requests that Citizens perform system tests to determine where the leaks in the system are most significant, and to repair or replace those portions first in its pipeline replacement program.  Citizens points out that this system has less than average leaks and does not experience a high percentage of unaccounted for water compared with industry averages.

We agree that pipeline replacement is generally a less expensive improvement which brings great customer satisfaction.  Obviously, in this service territory it will also conserve the scant supplies available until additional supply can be placed online.  We will order ORA’s recommendations for pipeline replacement to continue until all projects are completed.  Since this project will completely replace pipes in two years, it is not necessary to expend funds for system tests to prioritize repairs.  However, Citizens should begin replacement, as it proposes, in known high leak areas.

Estimated Project Costs

Citizens agrees that the most recent 1998 rate of return is more appropriate for estimates than one authorized in 1993.  Therefore, we will use ORA’s rate of return of 8.81% for revenue requirement estimates.  However, we are mindful that this return may be reduced should joint development of lower cost financing with MSD succeed.

Citizens objects to ORA’s reduced factors, arguing that those factors are appropriate for capital projects more advanced than the projects in the 2000 Master Plan.  Citizens alleges these projects are still in the exploratory stage, since it has not developed schematics and sites have not been secured.  Given the many years of study already devoted to supply planning for the Montara District, we find ORA’s reasoning more persuasive, and will use its lower factors where recommended.  

Regarding the MSD proposal that Montara be combined with other Citizens or Cal-Am districts to spread improvement costs to more utility customers, Citizens indicates that it will pursue all options, including district consolidation, in order to minimize the impact on rates for completed improvements at the time it requests cost recovery.  Establishing a single tariff for two or more districts requires a persuasive showing that the benefits of doing so outweigh the burden of higher rates and authorizing the potential subsidizing of rates by some customers. 

Cost Recovery

ORA requests that actual costs be capped at the construction estimates herein authorized.  Citizens argues this proposal is unfair and is likely to deprive it of the opportunity to earn its authorized rate of return.  We agree that there is likely to be a substantial lag between the completion of any project that exceeds ORA’s estimate and an order in the next applicable general rate case.  

Cal-Am strenuously opposes ORA’s proposed cap because it would likely result in denial of Citizens’ (or Cal-Am’s) opportunity to earn its authorized rate of return.  Even though ORA recommends that the company could recover some unrecovered construction costs after three years, Cal-Am claims ORA’s proposal is unfair because it results in a very lengthy period during which the company could not recover its reasonable capital expenditures on projects approved by the Commission.

We are sensitive to costs above those herein estimated and ORA’s desire to have ample time to investigate any overruns.  Therefore, we will allow actual costs less than or equal to those herein authorized to be recovered by annual advice letter.  Costs above those herein authorized may be recovered in an application or the next available rate case proceeding.  This procedure will allow ORA or interested parties to review and possibly challenge any recovery above that herein authorized.

For Citizens to meet the Commission’s requirements for lifting the moratorium and all of the requirements of General Order 103 will be costly under any scenario.  MSD characterizes the resulting rates after improvements to be excessive.  We disagree.  The absolute level of a rate under the law does not make it either reasonable or unreasonable.  The reasonableness of a rate depends upon whether it will provide the utility with a reasonable opportunity to recover all of its prudent costs and to earn a reasonable return, and at the same time provide the customer with reasonable service.  We herein conclude, based on the record, that the modified Master Plan and corresponding revised estimated costs are reasonable.  In the future when Citizens requests to place projects into rate base, it must demonstrate that its implementation of the plan was reasonable and must justify any cost overruns.  The Commission will establish rates only after the completion of the Master Plan projects, at which time MSD, ORA, and others may challenge allowance in rates of overruns or other costs incurred imprudently.

ORA’s recommendation that Citizens file an annual progress report on authorized improvements is reasonable.  However, Citizens may include this report in annual advice letter cost recovery filings.  Citizens must indicate when requesting actual cost recovery whether the improvements were completed on time, and if not, describe why not and whether the cost of such delay added to the cost of a project.

Conclusion

In summary, we will adopt all project cost estimates and the rate of return recommended by ORA for all authorized projects in the 2000 Master Plan, including cost estimate factors for contingencies, engineering and administration.  

We adjust Citizens’ proposed 2000 Master Plan as follows:

1. Adopt ORA’s cost factors to reduce to $280,000 the estimated costs for the new Airport Well #4 currently pending.

2. Reschedule pipe replacement projects to begin in Year 1 as proposed, but continue until completed, as recommended by ORA.

3. Citizens may construct the new Wagner Valley Well, but only if Citizens assesses, prior to final construction of the well, all options for water supply available then and/or within the time frame it takes to complete the well, including water transfers, wheeling, diversion of water from Montara and Martini Creeks, and additional pumping of water at the airport.  Citizens must preserve and present with any later request for recovery all evidence forming the basis of its conclusion that no options other than the new well will supply, for the same estimated cost, the amount of water needed to increase water production to a minimum of 550 gpm.

4. Citizens may construct the second new McNee Ranch Well, but only if Citizens assesses, prior to final construction of the well, all options for water supply available then and/or within the time frame it takes to complete the well, including water transfers, wheeling, diversion of water from Montara and Martini Creeks, and additional pumping of water at the airport.  Citizens must preserve and present with any later request for recovery all evidence forming the basis of its conclusion that no options other than the new well will supply, for the same estimated cost, the amount of water needed to increase water production to a minimum of 550 gpm.

5. The timing of proposed future investigations into local surface water and other supply sources such as wheeling and water transfers is necessarily rescheduled to begin immediately so that the conditions in Items 3 and 4 above may be met.

6. Delete the pipeline between the two McNee Ranch wells, if the second new well is not constructed.

7. Reduce to $6,000 the annual cost for monitoring at the McNee Ranch Well Field, if the second new well is not constructed.

8. Delete the second 650,000 storage tank at the Schoolhouse site and related sitework, piping, and valve costs.

9. Defer construction of the new Operations Building until Years 4 and 5, based upon ORA’s estimated costs including a 5% inflation factor.

10. Defer construction of two fire pumps, a standby power system, related electrical and instrumentation from Years 2 and 3 to Years 4 and 5.

Each year for the next seven years, Citizens may file annual advice letters to recover actual costs of improvements completed within the year that do not exceed the estimates herein authorized.  Citizens must seek to recover actual costs for completed improvements which exceed estimates herein in a separate application or subsequent rate case filing.  In any advice letter filing or other proceeding, the request to recover actual costs for the Wagner Valley or second McNee Ranch well must be accompanied by Citizens’ evidence that Citizens assessed, prior to final construction of the well, all options for water supply available then and within the time frame it takes to complete the new well, including water transfers, wheeling, diversion of water from Montara and Martini Creeks, and additional pumping of water at the airport.

Citizens shall file annually, and may include with any request for recovery of costs, a report of completed projects, including a statement of whether these projects were completed within the authorized schedule of improvements, and if not, why not, whether additional costs resulted, and the estimated completion date.

Citizens shall expand its conservation program in this district to include an Ultra Low-Flush Toilet rebate of $50 per toilet to customers who purchase and install this plumbing.  Citizens will be authorized to set up a memorandum account for rebate programs to recover this cost later.  This account will include the actual rebate paid to customers and administrative costs.

Regarding the calculation of service charges, Citizens must comply with current requirements, as summarized by ORA.  Citizens shall adjust its current service charges for the Montara District accordingly.

On 


 the parties submitted a joint late-filed Exh. 14 agreeing that the estimated costs and potential impact on rates of the 2000 Master Plan as adjusted above are as follows:_____________________________________________

Comments on Proposed Decision

The proposed decision of the ALJ in this matter was mailed to the parties in accordance with Pub. Util. Code § 311(d) and Rule 77.1 of the Rules of Practice and Procedure.  Comments were filed on __________, and reply comments were filed on ________________.
Findings of Fact

1. In D. 97-12- 097, the Commission required that Citizens bring its total system supply capacity to a level of 550 gpm before the moratorium on new connections instituted in 1979 may be lifted.

2. D. 97-12-097 also required that Citizens revise its approved 1996 Master Plan to incorporate DWR recommendations.  

3. In this proceeding, Citizens has revised its 1996 Master Plan and requests adoption of the 2000 Master Plan of improvements for a seven- year period.  The new plan includes four new wells, three new storage tanks, and substantial pipeline replacement to provide within five years a total supply capacity of at least 550 gpm at an estimated cost of $7.402 million, or roughly $1.084 in rates per year for seven years.

4. Cal-Am, which seeks to purchase Citizens in the pending A.00- 05-015, joins Citizens’ request to adopt the 2000 Master Plan.

5. Based upon its estimated demand of 440 gpm, ORA recommends that the Wagner Valley and second proposed McNee Ranch wells be deferred.  ORA also recommends deferring one 650,000 gallon storage tank at the Schoolhouse and related pumping projects. 

6. ORA estimates the costs of its proposed 2000 Master Plan improvements to be $4.557 million.  ORA requests that recovery for improvements be capped at this amount.

7. ORA recommends that Citizens be allowed to file three advice letters over the next three years to recover costs and that in 2003 Citizens should file an application requesting to complete the second phase of improvements with any then-existing cost overruns.

8. ORA recommends that Citizens be ordered to file annual compliance reports indicating that it has completed the Commission-ordered plant improvements.

9. ORA recommends that Citizens expand its conservation program to include an Ultra Low-Flush Toilet rebate of $50 per toilet to customers who purchase and install this plumbing.  However, justifiable increases in administrative costs are not included.

10. ORA recommends that Citizens gradually increase its service charge to larger meters to move closer to ratios in conformity with Commission policy.

11. Hydrologic information and data (both surface water and groundwater) for the area in and surrounding Montara is limited.  

12. Feasible development options to augment the Montara area water supply  include local surface water development, groundwater development, desalination, and negotiation of a water transfer.  Of these options, groundwater development and negotiation of a water transfer appear to be relatively lower cost, and the most easily developed option appears to be groundwater development, especially from the Denniston sub-basin.

13. Exploratory drilling can answer a number of immediate questions related to the feasibility of the McNee Ranch and Wagner Valley groundwater options at minimal cost.  A pump test, hydrogeologic information derived during the drilling, and minimal analysis should provide adequate information to decide whether to proceed with a design.

14. The amount of water available through negotiation of a water transfer is limited by conveyance space in relevant pipelines and aqueducts.  A water transfer would likely be more expensive than groundwater development, but is feasible and could potentially provide a larger long-term yield.

15. MSD requests that Citizens be ordered to investigate consolidating the Montara District with other districts to minimize the rate impact of any authorized improvements.  MSD estimates that the rate impact on other districts would be minimal.  Establishing a single tariff for two or more districts requires a persuasive showing that the benefits of doing so outweigh the burden of higher rates and subsidizing rates by some customers.

16. By exploring least-cost financing options for the proposed improvements, including the joint development of additional water supplies with MSD through use of its access to low-interest loans from the State and tax-exempt financing, Citizens may achieve substantial savings.

17. Adopting the ORA recommended deletion of two proposed wells would leave Citizens short of the 550 gpm the Commission has ordered as a condition to lifting the moratorium on new connections.

18. DWR’s recommendations set forth in the foregoing opinion are reasonable.

19. New wells need lead time before final construction may begin, including digging an exploratory well to analyze production capabilities.

20. Those leaks should be repaired first that have historically created the most problems.  Continuing until completion the pipe replacement program will conserve water.

21. The cost of implementing and the impact on rates of the proposed 2000 Master Plan is significant; however, the system is still in dire need of improvement and the costs will only increase if needed projects deferred to the future.

22. The two wells that we defer from the 2000 Master Plan may be needed eventually to increase supply if lower cost options are not available.

Conclusions of Law

1. The proposed 2000 Master Plan as herein revised complies with D.97‑12‑097.

2. The cost estimates provided by ORA in this proceeding are more reasonable than Citizens’ and reflect likely actual costs to construct the authorized projects.

3. The proposed 2000 Master Plan as herein revised is the most reasonable list and schedule of projects for improvements in the Montara District to increase water capacity to 550 gpm, provide adequate service to customers, and meet General Order 103 requirements.

4. Given the long delay since 1991 in approving a Master Plan for improvements in the Montara District, the order in this proceeding should be effective today so that Citizens may begin construction of the authorized improvements, monitoring projects, and other efforts to improve service in this district, manage costs, and conform service charges to Commission policy.

ORDER

IT IS ORDERED that:

1. The Citizens Utilities Company of California (Citizens) 2000 Master Plan for water supply in Citizens’ Montara District, is adjusted and authorized as follows:

a. Reschedule pipe replacement projects to begin in Year 1 as proposed, but continue until completed.

b. Citizens may construct the new Wagner Valley Well, but only if Citizens assesses, prior to final construction of the well, all options for water supply available then and within the time frame it takes to complete the well, including water transfers, wheeling, diversion of water from Montara and Martini Creeks, and additional pumping of water at the airport.  Citizens must preserve and present with any later request for cost recovery all evidence forming the basis of its conclusion that no options other than the new well will supply, for the same estimated cost, the amount of water needed to increase water production to a minimum of 550 gallons per minute (gpm).

c. Citizens may construct the second new McNee Ranch Well, but subject to the conditions set forth in Ordering Paragraph 1b, above.

d. Future investigations into local surface water and other supply sources, such as wheeling and water transfers, shall begin immediately. 

e. Citizens shall delete the pipeline between the two McNee Ranch wells, if the second new well is not constructed.

f. Citizens shall reduce to $6,000 the estimated annual cost for monitoring at the McNee Ranch Well Field, if the second new well is not constructed.

g. Citizens shall delete the second 650,000 storage tank at the Schoolhouse site and related site work, piping and valves.

h. Citizens shall defer construction of the new Operations Building until Years 4 and 5.

i. Citizens shall defer construction of two fire pumps, a standby power system, related electrical and instrumentation from Years 2 and 3 to Years 4 and 5.

2. Within the next seven years, Citizens may file annual advice letters to recover actual costs of improvements completed within the year that do not exceed the estimates herein.  To seek recovery of actual costs that exceed these estimates, Citizens must submit a separate application or subsequent rate case filing.  In any advice letter filing or other proceeding, the request to recover actual costs for the Wagner Valley or second McNee Ranch well must be accompanied by Citizens’ evidence that Citizens assessed, prior to final construction of the well, all options for water supply available then and within the time frame it takes to complete the well, including water transfers, wheeling, diversion of water from Montara and Martini Creeks, and additional pumping of water at the Airport.

3. Citizens should immediately begin in good faith to explore whether low-cost financing and/or lease options via MSD are possible, and should use such options where costs may be reduced.

4. If Citizens elects to proceed with the Wagner Valley and McNee Ranch wells, its Commission filing seeking recovery should document its efforts to work with MSD to provide a lower cost supply solution.  For any future recovery proceeding, MSD may present evidence that lower cost financing or jointly-developed supply options were available and rejected by Citizens, the costs of which should be imputed in determining the costs for recovery.

5. Citizens shall file annually and may include with any request for recovery of costs a report of joint efforts with MSD, implementation of DWR recommendations, and completed projects, including a statement of whether these projects were completed within the authorized schedule of improvements, and if not, why not, whether costs increased due to any delay, and the estimated completion date.

6. Citizens shall expand its conservation program in the Montara District to include an Ultra Low-Flush Toilet rebate of $50 per toilet to each customer who purchases and installs this plumbing.  Citizens may record in a memorandum account costs for the administration of this program and actual rebate paid to customers and may seek recovery in a future advice letter or application.

7. Application 00-10-049 is closed.

This order is effective today.

Dated _________________, at San Francisco, California.

�  Conjunctive use is a method whereby both surface and groundwater is used.  Surface water is used when available, such as winter months, even though it is more expensive than pumping ground water.  Ground water would be pumped during remaining months, such as in summer.


�  Two county water districts deliver water neighboring the Montara District on the San Mateo County coast.  North Coast County Water District retails water in Pacifica.  Coastside County Water District retails water in Half Moon Bay and surrounding communities.


�  Statutory citations are to the Public Utilities Code unless otherwise indicated.
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