Decision No. IR

BEFCORE THEE RAILRCAD COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the application of

SUBURBAN WATER COMPAXNY for an order o mnnn R0
suthorizing the execution of: (1) Cﬁgg.23L4']";x%
proposed contract to be entered into @ Geliliudanls

petween applicant and The Permenente

Corporation and The Roman Catholic

Archbishop of San Franclisco for the

supplyivg of water; ard (2) proposed Application No. 22510
contract to be entered inte between

applicant and San Jose Water Works

and Californis Water Service Company

providing for staundby arrangements;

apd approving the terms and condi-

tions of each of said contracts.

anéd CALIFORNIA WATER SERVICE COMPANY, &
corporation, for an order authorizing
the execution of (1) proposed endorse-
ment to proposed contract between Sub-
urbsn Water Company 2nd The Permanente
Corporation and the Roman Catholic
Arcabishop of San Franclsco for standdby
water service and (2) proposed contract
between the applicants and Suburban
Water Company providing for staudby ar-
rangements; and approving the terms and
conditions of sald endorsement and c¢on-

%
In the Matter of the Application of
SAN JOSE WATER WORKS, & corporation,
Application No. 22927
tract. S

Louis 0'Nesl and T. W. Dahlguist; Orrick,
Darlguist, Neff ard EHerrington Lfor Suburdan
Water Company.

R. C. Leib, C. C. Leib, srd R. M. Brown of
McCutchen, Olney, Mannou & Greeme, for San
Jose Water Works.

Carl Mau for Californis Water Service Company.

L. D. Bohnett of Bohnett, HLll, Cottrell & Boccardo,
for Earold L. aund Evelyn W. Hamilton, Theodore
Van Winson, Sants Clare Waeter Company, Nathan L.
Lester, William Lester, Hazel Swith and C. D.
MeDonald, protestants.




BY THE COMMISSION:

ORINLION

By related and oonsoiidated appllcations one witility seexs
autﬁority to execute a comntract to supply water under speclal cir-
cumstances to two large customers at non-teriff rates, while two
adjoining utilitles desire authorily to execute an eundorsement
agreement which in effect "underwrites” utility performance ol the
~ primary comtract. ALl three utilities request permission Lo enter
into & collateral "stand-by" agreement, wheredy the Two utilities
undertake to supply the first utility with water in quantities suf-
ficient-to meet such customers'! demands under the primarxy "service”
contract, in the event that the fLirst ultility is wnable to'furnish
such water.

Certsain protests, entéred at & public hearing‘berore |
Examiner Cassidy at San Jose, will be comsidered following & resume

of the proposed agreements.

The "Service” Contract.

Spburban Weter Company renders service in Ssuta Clara
County in the vicinity of Mountsin View, Sunnyvale, Los Altos,
Loyoia and Permsnente. The Permanente Corporation s conatruciing
& cement manufaéturing plant and other works at Permaﬁente, whicn .
15 about ten miles west of San Jose. Adjoining the property of
Permsnentc Corpomation are certaln educationsl institutiouns main-

teined by The Roman Catholic Archbishop o? San Francisco, & cor-

poration sole. These two corporations (hereilnafter called Customers),

desiring water service supplementing such supply &3 they moy develop

on thelr respective propertieé, have applied to Suburbdan Therefor,
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ané the latter seeks suthoriiy Lo euter into & five-yesr contract

to furnish water &% 3 rate Dot contained in . its filed schedule.
Tnder the »ropozed contract Customers Jolntly agree ©o
construct and convey to Suburban & 10-inch pipe line from & cer-
tain point on Suburban's preczent system to & specified point on
the property of the Archbishop. Suburban will procure all ncccésary
rights of way or permits, and will Install and maintein its met@f
 immedistely im front of the "delivery point." Behind this meter,
Customers will ponstruct and'retgin storage facilities and &
booster pump, as well &s service linmes to their'respeczive proper-
ties. Subdburban will enlarge its facilities to the point of con-
nection with the 1l0-inch pipe lire, and agrees, when recessary, o
interconnect its ﬁystem with Sen Joze Waber Works or Celifornis
Yater Service Company-
Tor & period of f;vc yearz Suburban will deliver all
water requirements of Custémers necessary o supplemént such zup-
ply as the latter may develop on their own properties, at the rate
£ eight éents per 100 cubic feet, but Sudburban shall nol be obli-
gétgd to deliver at any t;me, et such rate, & total amount of
water in excess of 500 gellon: per minute. Sudburban 1z guaranteed
an annual minimum of~$6,000, In consideration of Sudburban's en-
largiﬁg certain f#cilitieé énd‘establishing the &~-cent rate, Cuz-
tomers will pay Suburban, contemporsneously with the execusion
of the agrecmeat , $50,000 a3 an aid to the construction and opers—
tion of such addlitional faclilities. Subﬁrban agrees to 100k exclu~
sively o The Permenente Corporation for all payments to be made
under the contract, and releases the Archbishop from all liabiiity

Therefor.
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The "Endorsement” Apgreement.

‘ San José'wamer Works and California Water Service Company
operate uxilify systems adjacent to the ares served dy Suburban,
and seek asuthority to execute an agreement in the nature of an
endorsement of the service contract already mentioned. By such
endorsement these two utilities jointly egree that if, for suy
reason; Suburban is unable Yo supply all of Qustomers' water »e-
quirements,'they will furnish Suburban sufficlieat water Ior such
reépirements, or themselves will mexe deliverj thereof to Cus~-
tomers through Suburban’'s facilities, subject to the terms of the

Tservice” contract.

The "Standby” Contract.

All three utilities seek suthority to eanter into a third

contract, which provides that 1f 1t becomes necessary for San Jose
Water Works or Californis Water Service Company (nereinaftor called
"etanddby utilities™) to furnish water under the service contract
and eundorsement, Suburban will connect 1ts systenm with those of

the standby utilities. Az between such standby utilities, San

Joée Water Works chall hdve the primary obligation to furaish water
under the service contract and endorsement. Suburban shall take
delivery &t the point of conmection with the standby utility’s
dlstribution system, and shall pay‘eight cents per 100 cdbic‘!eet
for water delivered. Should Suburbaz de unadle to deliver water

so furnished to Customers, then either standby utility may deliver
such water to Customers (at the "delivery noint" specified in the

service contract) through Suburban's system, and may collect from




(1)

Customers eight cents per 100 cubic feet of water so delivered.
Sdburban shall not deliver any water iv the service area
of the standby utilitles from any lines intercounccting the -sys-
tems, but the standby utilities may sell water from such 1ines to
other consumers within thelr respective service areas, 4if subh
sales do not interfere with performance of obligations under the

endorsement agreement.

Avolicants! Position.

Suburbap alleges that executlion of the service couitract
will not lmpalr its water supply or its abllity to render adequate
service to other patrons, but will improve its entire system and
benefit 8ll customers by »eason of enlarged facilities, construc-
tion of which will largely be made possible by the $50,000 contri-
bution. Suburban points out that the proposed speclal scrbice‘
under the contract is not for continucus unlimited service, dut
s in the mature of standdy service to the two Customers for five
vears only, and will supply the educationsl institutions and the

new lndustry with needed water.

Applicants allege that the proposed arrangements, 10 a8di-

tion To being iIn the pudblic imterest, are also deemed necessary in

(1) By stipulatlion of counsel for the three utilities, the "standby”
agrecment (Exhibit "3" to Application No. 22927 and Exhibit 4 to

. Application No. 22910) was amended at the hearing dy inserting at

the end of the last full sentence on page 3 thereof, a senltence resd-
ing as follows:

"It 4is understood sund agreed that in the event thet either San
Jose or Caelifornia furnishes service to Suburban hereunder the parties
supplying such service shall be entitled Yo & minimum monthly guaran-
tee of $500.00 per month for each full calendar month of service
‘rendered, and in the event service 1s made hereunder directly to the
parties named in the sald agreement and endorsement such service
shall be at the rate including the minimum guarantee provided In the
=64 agreement and endorsement.” ' \




ordéer tb protect Suburbanis service area against invasion by any
supplier of water who might not be 3ubject to the Commission's regu-
latory Jurisdiction sad who might dbrivg water to such tcriitory
from the outside, and that by cooperation sll Three utilitlies will
be enabledto protect Thelir respective service areas and businesses.

Suburban contempletes that it will De ensbled to incfease
1tz source of supply and 1ts storage capacity, improve its diztri-
bution lines, and make service avallsdle to a greater number of
residents in its service area, a&4s well as Lmprove ﬁervice to many
existing customers.

The "delivery point” is located oa the property of the
Archbishop, and the two Customers will pump water from & sump lo-
cated beyond the "delivery point” through their own distridbubing
system to the points of use on thelr respective properties. Pipe
1ines beyond the "delivery point” will not de a part of Suburben's
system.

According to Suburban’s superintendenﬁ, in 1936 that
utility had svalleble a water supply from wells of about 550 nillion
gellonz, with an actual "pumpage” of some 75 million gallods. In
1937 there was o change im the supply availadle, although usege,
Zncressed o 78 million gallons, while in 1938 acquisiﬁion of a
new well increased the available supply to & little over 600 million
gallons, snd the "pumpage” iuncreased to 32 mililon gallomns. The
sew well was acguired in 1932 to provide a source of supply nearer
the center of demanéd, thus obvieting installation of larger malns.
Other "standby” wells are available. The level of percolating weters
in the Sante Clara Velley has been increasing, due %o recent wet

years &nd the activities of the Santa Clara Valley Conszervation Dis-

trict.




The Permanente Corporation owns sbout 1300 acres of prop-
erty 1ocacéd 1o & canyon which draiﬁs into the‘territoryvserved by
Sudburban. The Permanente Corporation has some watq: supply on its
own property &and has’drilléd one test well. The industry antici-

. pates ap average requirement of about 300 gailous per minute, part
of which will bde obtained from 1ts own sources of supply- .It can
recover and reuse water in Its man uf&cturing proces _Opéraﬁing
days may not exceed 300 per year. The pump being'installed by
The ?ermdnente Corporation has & capacity of about 400 gallons per
minute, which Ls less than the contractual maxiﬁum.

| Barring unforeseez catastrophe, 1t will not be neéesséry
for Suburban to call upon the two other utilities for water, and
according to'its president Suburban can and will ascquire additionsl
water, 1if necesuary. _

uan Joge VWater Werks has &n avallable ,upply of wster in

excess of 30 mi1lion gallous daily, and 1ts peak dally consnmption
s adout 15 million gallonsQ The rendering of standby service to
Suburban would not meke & serious imroad oo ite zupply, nor create
any "pressure” problem on 1ts system. The maximum smount of water
called fér under the "service" comtract could be:rurﬁ;shed to
Suburben without interfering with service %To consumerz of the San
Jose Water Works. The wells which would be used to furnish watler
to uuburoan have & total capacity of sbout 2500 ga-lona per minute.

C&litornia‘?ater ~e~v$ce Company, whoﬂe dbligatgon to
furnish staondby service is secondary, hsac wells with & dalily cspacity
of 1.83 million galloms, or 666 million gellons per year, and 1n‘1938
'ﬁsed some 75 million gallonms of water, or about 11-1/4 per cent of

1ts svelleble supply.




Obiections to Provosed Contracts.

Certain of the'oroteatants claim water rights om & creek
from wh_ch San Jose Mater Works obteins & portlion of 1tz water
Csupply, and’ proteot again~t the taking of water from thal source
to the lands of the two contracting Customers. Other individual
p“otestantv owa wells in the territory Involved. They contend
that wells from which the utilitles obtain water tap the percolat-
ing waters of the Santa‘Clgra valley basin, that there is no sur-
plus water in that basin, snd that the utillties have no,legél or
moral riéht to convey waters thus obtained to the two Customers
mentioned. Protestants also contend that the oumping'of”ﬁaterrfrom
the percolaving basin and conveyance thereof to different landse will
result Iin Znadequate service to utlility comsumers in that it will
cause & lowering of the water level in the basia.

Arguing thet the Commission, in this proceeding, should
consider and determine questions relating to water rights and lova-
ston thereof, counsel for protestants offered %o prove that none Er
the applicant wtilitles havé any water avallable for the furnishing
of the proposed service to the Archbishop and %o Thé Permanente
Corporation, because the water which the utiiities ‘ntend to use
for that puroose does not belong to them. Objectilon:to the offer
of proof, as not being within the Issues, was suztained by the
examiner, whereupon protecstants withdrew Irom partlelpation Inm the
hearing.

We believe thet the rendering of the contemplated standdy
service will mot jecopardize the ability of the several utilities o
furnish adequate service o the¢r prezent and Luture con*uncr

that the proposed deviation from filed rates 1s Justified under the




speclal circumstances disclosed, sod that execution of the proposed
agreements should be authorized. Eowever, in accordence with our
esztablizhed practice, the Commission reserves the right to alter

or amend such agreements in the exercize of its regulatbry juris-

dictlon.

Trhe g8hove applications having veen consolidated ané sub-
mitted for decision upon the evidemce taken at & public hearing,
and based upon the record and upon the factusl findings contained
in the adove opinion,

IT IS EZEREBY ORDERED AS FOLLOWS:

*II; Suburben Water Company is hereby authorized to
enter into, snd render service wnder the rate and In acéordance
with the terms of, the proposed agreement with The Permanente
Corporation and The Roman Catholic Archbishop of San Francicceo
which 1s set forth as Exhidit 2 to Application No. 22910 and
Exkitit "A" to Applicetion No. 22927.

| II. San Jose Water Works and Céliforni@ vWater Service
Company are'hereby guthorized to execute the proposed ‘"endorsement”
agreement set forth as & part of Exhiblit 2 to Application No. 22910
and Exhidit "A" to Application No. 22927. |

.III. Suburban Water Company, San Jose Water Wbrks,‘and
Californis Water Service Compeny are heredy authorized to enter
into the proposed sgreement set forth #s Exhibit & to Application
No. 22610 snd Exhibit "B" to Application No. 22927, and oe smended
at the hearing. -

The above authorizations are granted subject to the follow-

fng conditions, and not otherwlise: -~
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1. Zach of sald contracts shall at all times be sudject
~ to such changes or modificstions by the Railroad Commission as the
Commission méy, from time to time, direct in the exercise of its
Jurisdiction. N _ ’

2. A true copy of esch of the three contracts shall be
f1led with the Commizsion within thirty days rrom.the time of exe-
cution. |

3. The authorizations herein granted shall expire 1f mnot
exerclsed within thirty days after date of this order.

This order shali bécome effective immediétély.

bated, San Franclsco, Californis, this 2, g day of
(/Jéqﬁ{f.uu’c > 1939 L4

ommissioners




