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Decision No. 1:25:16 

BEFORE TRE PG~LIC JTIL:TIES CO~"'\~"':::S"'ON ...... ~.L."'" ... 1: OF THE 

In the ~·:o.tter of the Application of 
C.:llii'ornio. ~;:ate:- Ser'/ice Corq>any, 
c corporation, for an order 
o.uthori:in~ the establish!:1ent of a 
new rule and r0~ulationljovernin& 
water ~ain eX'tensions. 

) 
\ 
) 

) 
) 
) 
) 
) 

-----------------------------------) 
In the !'f.atter of tho Application of 
San Jose ~,\Jater ':;orks, a cor~orat.ion 7 for 
a.n o:-der aut!\orizin~ the ~sta'blishment of 
a new rule a.."'ld regulation ,~overnin~ · .... a.ter 
main extensior..s. 

STAT! OF CALIFOP .. NIA 

Application No.29535 

Application No.29536 

T¥IcCutchen,. Tho:na.s, :'!.'ltthcW', G:-iffiths & Greene) 
by Roh~rt i'~i:':Jt,e Frown) fo:- applicant; Edward c. 
~;.Tlltson, for San :<ateo Air,ort. 

.' 
r-:ITTELSTAEDT, CO~·!rI.ISSIO!;3R: 

California :;o.ter Service Company and sim Jose ';later ~'!orlcs1 

each of which is a co~oration1 are en~aged in rendering public 

utility water service 1 the form.cr in 21 separate sl')rvice areaj/in 

the state, and the latter in t.he city of S:;.n Jose and environs. By 

separate application each of these water utilities has 3.s1~ed this 

Co:nmission for aut.hority to file a rule and regulation ~overning 

water main extensions d~fferent from and in certain res~ects more 

restrictive than th~t now filed by 'each. 

g 
The 21 service areas or districts of California :Jater Service 

Company comprise the follov."inl; localities in the state: Atherton, 
B3.kersfield, Eroac.~oor (San :Jrat,eo County) t ChiCO, Concord, Crockett 1 
Danville, Dixon, East Los Ar.~eles (Belvedere), Hanford,Hcrrnosa 
Bea.ch, Livermo::"c, Lomita Park, Los Altos, :·~rtincz (wholesale), 
:,:arysville, !·'Ienlo Park, Oroville 1 Petaluma, Port Chicago 1 Port Costa, 
R.edondo Eeach, San Carlos, San :,~ateo, South San Francisco, Stockton, , 
Valona, Visalia 1 ','lalnut Creek (wholesale), ·li'i1lows) and '.:oodside. 
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For ~u:rposes of hearing and decision, these matters '..,ere 

merged and a public he~~in~ 'NaS held in San Francisco. 

For a ?eriod 0:: years prio~ to Harch 29, 194.5, these two 

utilities were rela~ed to the extent that effective co~?orate con

trol of each ~N'aS vest.ed in Gener~l '"Tater, Gas & Electric Company; 

hOi-lever, on that date the latter holding company divested itself of 

its entire in~erest in eac~ of these utilities, ~nd at the present 

time their stocl.: is \ddely held t~rou.sh.o'J.t the United States. 

California ~'!at.er S\~rvice Compan)', in its 21 districts, at 

the end -of 1947, o'l.":leC 1,755 miles of :T.:lins ~nd served a total of 

about 126,600 vlater consumers. !n addition, this company delivers 

v:atcr at ..... holesale to the ci~ics of Eartinez o.ncl -::alnut Creek. As 

of the close of 1947> San Jose ;·,r;tt~r ~';o:"ks s~rved about 35) 700 con-

su~crs in tte city of San JClse ~nd environs, and owned 507 miles of 

m,jins. 

'!'he :':Utin extensio:'1 rules 'Ores~ntl y filed bv thl? t"IO 
• • W 

utilities arc identic~l in content nnd became ~ffective on the same 

. date) F~bruary 15, 194.6.. Prio:" to the rilin~ of the existin.~ uni

form rule, Calii'or:'lia :'!ater Service Company h.:td several different 

extension rules, such rules in mos~ insta~ces having been carried 

over fro~ predecessor co~pani~s. 

Applicants T present uni:"'orn rules were filed as a result 

of the r~co~~end~tionso~ this CO~~i5sion in C~se No. 4701, an 

invostig~tion on the CO~~i55ion's o~~ cotion into the rules ~nd 

rc,~ulation5 o~ \ ... at~r utilities. The pres::::'lt roles provide b~tsic311y 

that eoch bono. fide ir.di vidual consur.'lcr, to the 'exter~t ncccss~ry to 

s~rvc 1 sho.ll be ~llc ... ~ed .:l mz.in extension of 100 feet to, be con-

str'J.ct0d ~nti:-~ly o.t th.~ cx?ensc of the '.ltility, the estimo.tcd cost 

of oxt0nsions b~yond such so-c~ll~d free allowance or frc0 foota~e 

to be advcnccd by such individu~l cor.su~er, hosed upon mains not 
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se:-v::'cc r.o:'lnec~ion. 7!'le exist.i:'lr; :::'ules ~l.so ?rt:'\"i(~c fo":' ~~.E" C?st 

.;"" ..... r:."''' .: "'(:>"" ~)'~ ... h .... .. ~ v ....... w.:" '.Y ...... ~; 

rc~ited ~8::~ 
~ 

po s0d ::-y- bO~J ~ . ... ~·':).v dl' r 4"":>r +'ro"" tl"l~ -'x'st·:r."" ...... 1"'5 ~ ... ""' •• \;; • . ~4\:: .", •. 4 .......... \,; ....... ""_ • . I.'"","_\*; ........ 

r(~duc~ th~ 

cost o~ 75 r~c~ of rn3in per ~(rvicc connection. 7~s ~ropcsed rules 

r -' -, 
~ \r._ subdivision: ?rovide that refunds to 

~ ,. • t 

S\,l,':ic.!. Vl.S.l.ons_ Provisio:1 
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also 1s ma~~ f~r arl a~d~tional d8nosit no~ in excess of )100 per 

-1'"' .... 1 .. , ."x" >"" e'; 0'" :5 ., .. ~~ . ,,.. ""';" ....... 1. made, 

... · .. ,'l_ ... t' .... ·.~!'" ~.""' ••. r:~ . •. :,'!..~ ¥"I, ." .• ,' rul· ...... · ......... ·: ;r', .•. ~~'"--. "'0 ~"""''''''''1'· "0 ... ,l .. l ,.,.,,·\'n ~xt(·'nO:-1·on'" J. ... .4 _ _ _ .::: _ •. , " """ ~ '" "._ •• ' •. ' ." '.' .11.. ", "". v 0;> 

respective const~lction schedules h~~ ~ot ~een Modi~ied or affected 

beC8US0 ·:.>f 

. . d .... 1t ~·:."lS pO~!1te out -::'Sl .. t~re~ ~llo~ ~o froe foota~e and char~e the 

li~it3, withou~ refund except in t~c eve~t of annexation. Another 

n~ction, the ~~~unt dcpe~dent u~on the front foota~~ of t~e lot,· and 
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further collects advances for extensior.s in excess of 200 feet, 

zubject to a ~~ximum of 50% refund. The re~ainine five example~ 

cited reflect more liberal allowances than above, with the most 

liberal ~ivin~ a free footage of 150 feet and providin~ for 

i~cdiate refund of the full amo~nt advanced for excess foota~e if, 

at any ti~e within a l5-yeor period, the annual revenue exceeds 20% 
of the cost of the entire extension. 

Applicants ea.c~1 prcsent~d a com!'utation showin~ the amount 

of free .footage that would result from tho as:;\lmption tho.t the 

proper dolla.r allo'..:ancc should be based u:pO!'l po.rity on the part of 

't)., '.,.' '.,. L< ti '" now cons'.uners Wl .. C XlS ",lnr; conSU:':'lers In ""or.ns 0 ... avcra.~e r.:l 0 o. 

invcst!nt!!nt in distribution m<'>lns to annu,;'ll 7,ross revenue. Using 

data as r~ccrded for the yl~ars 1945, 19.46: nnd 1947 on p.nd-of-ye~r 

investment in distribution mains and annu;;,l ~~oss r~v~nue, Californio. 

\:rat~r Service Como:.ny. obtain~d ~n aver", ~e ratio ofS2. 50 of invest

ment for e.:(ch ~1 of :r,ross revenue. ~·1ul tiplying the r~corded Clver.:3.ge 

annual revenur: of ~31.42 f~om metercd resid~ntial cons~~ers by the 

2.; ratio yielded ~n aller,ed justifi~ble com~any investment or free 

allow.:lncc of~7S.55, w~ich is ccuivalent ~o the installed cost of 

slightly over 40 f0et of four .. ineh mAin. This ecuivalent foot.:H~e 

w~s comnu~ed on the basis of an aver~~c ~~it cost of ~1.95 per foot 

installed 1 ~ .... hich ' .... "'5 deter~ined from the :=l.ctu·::tl· amounts of vario'.ls 

kinds of four-inch pipe laid in 1946 1 ",djustcd to 194$ cost levels. 

San Jose ~":ater :vorks, in a' sir.'lilar m.:tnncr, s howed ~n avcr:.ge r.:..tio 

of investment to r~vcnu~ of 3.0, an ~vcr~~e ~nnual revenue per con-

su:ner of ·;p32 , ~nd G u."'l.it cost of four-inch pipe inst.9.l1od of a'oout 

~l 70 ~ , 1" , , d'" . ",. '10.1 '" 11 f ~. per ~oot, Y10 oln~ nn a.~cge JUS~l_la~ e .ree a owance 0 

~96, ~hich is e~uivalent to the inctalled cost of sli~htly over 56 

feet of four-inch main. 

In support o~ apnlicants! proposal that the revenue basis 

of refund (applicable to rea: estate subdivisions only) be reduced 
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from 35% to 305'~ of gross revenue) there were submitted computations 

t ' • '" h' h'l ' purl"or lng ",0 s .. ow t. e apprOX1"=1o.te return on t e over-a... lnvest-

~ent per consumer, includin~ the maximum investment' in distribution 

~ains t~at could be fully refunded in a ten-year period, under each 

of these perce~tages. ~hese computations were predicated upon the 

current avcra~c annual revenue from rr.etered residential .consumers 

·and upon total invest:r.cnt per consumer, excludin~ distribution 

mains and hydrants and intan~ibles, to which was added the maximum 

investment in distribution mains that could be fully refunded in 

ten years, determined as th~ o.vcra~e ~nnual revenue divided by each 

of the revenue basis r~i'und perc~ntar,.?s. Reducing current operating 

and maintenance expenses, to::cs, and depreciaticn to a unit cost 

per consumer, applicants sho'l,'ed incre:lantal rates of r~turn on the 

t~..,o revenue basis refund percentD.~es. C.alifornia 'dater Service 

Company sho~'led a 3.5% increr.l-3ntal return on the 35% basis and a 3. S% 
rzturn or. the 30fo bosis, whcre.:::.s ~he .cor:ipar~bll2 results for San 

Jos~ · . .ja~er ','lorks 'r:ere 4.4~Z and 1....7;:;. It was brought out that these 

incremental rat~s of return on the proposed 30%-of-revenuc r~fund 

basis 1 although high~r than on th,~ 35% basis, were still lo·..,er than 

tho respective syste~-wide rates' of return. !t would appear that 

these computations allow applicants a return on th~ full investment 

in distributio:1 :nains, \>lhereas in r eolity this a':':'lount would be 

advanced by ~he subdivider and would th~n be refunded in eaual 

annual a:nou.."'tts over the t en-yoar ,criod. AccordinJ=;ly, it is con-

cluded that the invest:::ent base should include only half this 

amount for distribution mai!:s, 'Ahereupon California \vater Service 

COl':'lpany would show rates of return of 4.87; a:ld '5.1% for the 3.5% 

and 30'(, bazes, r.especti"lely, and San Jose ':rater ~:'J'orks would show 

rates of return of 5.8% and 6.1%, respectively. 

Applicants supplied cer~ain ex~eriencc d&t~ in sup?ort of 

their request for authority to collect a deposit of not to exceed 
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$100 per consumer in cases v:hcrc i' re~ footage is to be allowed two 

or more prospective consu,'Tlers in comp'...l.'tinF; the advar.ce rc~uircdon 

a single I~eneral extension, I .... hich d(:>posit alle~edly is desired to 

protect '~he utili':.i'es from failur~ of prospective consu:ners , for 

·,....hom fr.;:~ foota;:!;e is allowed, to make connection i'lithin a reasonable 

~ime ~ftcr completion of the main extension. Californi~ Nater 

Ser\"ice CO:':1?any sub':':littcd : ... 0:' eac:1 of its service' areas the foot.'1.$CS 

and corresponding costs of ~ain laid at co:npony expens~ due to such 

failure of p~o~pective cue~c~ers for ~~ic~ free footage had been 

allowed, which tot~led ~oout 7,000 feet and 312,500 for the year 

ended June 30, 194$. S""n Jose ·.':~t.e:- "Torks durin&"; th~ same period 

sho'fled corrcspondingfic::ure.s of ~bout 400 fe'3t ::-... n<i about~500 •. 

As an indication of the magnitude' of t.he cupital outlay 

required of a~plicantz ~~der their pr~scnt m~in extension rules, it 

\'1o.s testified for C~lifornic. ·,~·:.t.~::- S2:'vicc Compt:ny th.;~,t 37% of the 

total capit:11 o.ddcd to the 5)~st¢m in 194 7 · ..... ~s for fre~ extensions, 

which [imO'..lnt was ecu,o:J,l to «bou.t 190;$ of the corn'O,my's net inco:nc in 

that year. A .".fitness for SC'..:".1 Jose ':later ~'lorks cstim.::.ted thnt free 

exten~ion5 durin~ 194e would ~mo~~t to about 12~~ of net revenue for 

th;.t p0riod. 

Cross-exa~in~.tion bro1..O.!?!1t out that very r':':N re~l cst:::.tc 

subdivision extensions would not. be fully refund~d 3S a result of 

th<0 proportionll'tc cost or f rc(~ foot;'1~e basis of refund as proposed, 

and .:.pplicants ~roduced 0vid.:-nc(! showin~ th..:t on the j,verClr:~, under 

the pres~nt rule, only fr.::ction.,l occupn.ncy of .9. subdivision sur

ficed to refund the full amount of th~ 3dv.::.ncc upon the proportion-

ate cost b~sis. It '.'lo.S ?Oint0d out that very few subdi v1ders 

~lcct to h.::ve their Ddv:1ncc~ rei'u."'l.dl;)d upon the r8VGnu~ o.:1s,is. 

Asked why four-inch ~~~~ was used in computin~ justifi~ble 

longth of frc~ footn~~ r':-tther than sl!lf:!llcr-sizcd pipe, applicants 

nnswer~d that in their opinion the wei~hted avera~e diameter of 

distribution mains no.,,, install,:r.i. would in f?ct exceed four inches. 
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As ~ further critQrion of parity b~twcen existin~ Rnd 

prospective cons~~ers with respcct to main, extensions, in addition 

to the invcstmcnt-to-rcv~n~0 ~atio basis previously discussed, 

:1,!'liccnts submitted ratios of aver::.r;e length of di5tribution I'l:3.in 

per consumer ao o.ctu.2.1ly c'xp.:::rienccd. Cal.iforni;-\ ';,;ater Service 

Compnny at the clos8 of 1940 showed 79.1 feet, 'this r~.tio diminish

in~ to 6e.7 foet at the end of 1947. Correspondin~ ratios of 

avera~e length per consumcr for San Jose ~'!ater ~,'lorks wer~ 73.4 feet 

and 74.1 feet-. 

The data of record in this 'Proceedir.~ permit yet another 

approach to thep~oblem of 3scertuin~n~ a prop~r free foota~e 

allowo.nce. Assuming fo~ this pU!'!lose th.~t for a particular main 

extension no increases in ca,ital other than distribution mains 

will be necessary, what ma)' be tC:t"!!led the incrernental cost basis 

yields results somewhat hit;;her than the calculations of applicants. 

This method, in ~ffect, gives the inve~tment that could be supported 

by the net revenue currently realized by applicants, or the net 

revenue (expres:ed as the r~tio of net revenue per dollar of ~ross 

revenue) capitalized. In ~~cer~ainin~ this net, taxes and deprecia

tion are excluded from expens~s) as these are a function of net 

revenue. From the record it is dee~ed proper to express taxes as 

l~% and depreciation as 3% of this net revenue before taxes and 

dc"reciation, and addin~ thereto 1'% i'or maintenance and oper,,-tion 

expenses and 5'-% as a tentative ~cnsonable return on the investment, 

a total of 11% is obtained to use for the purpose of capitalizing 

tl'le net revenue. F-or the yf.)ar 19l,. 7, Co.lii'orni.:l ~'!ater Service CO::l

pany realized gross revenueS of $4,808,620 and incurred expenses of 

~2,576,610 excluding taxes ~nd dcpr~ciation, yieldin~ a net revenue 

of ~2,232,OlO or a ratio. of'~O.46J.;. net per dollar of eross revenue. 

Capitalized at 11% this yields a supportable investment of ~4.21 

per dollar of gross revenue, or ~ultiplied by the average revenue 
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per consurnerof ~Jl.42 and divided by the average cost per foot 

of :!lain of ~J..95J, an equivalent free footaAe of 68 feet is obtaine~ 
San Jose ~,'J'ater ':lorks in 1947 showed gross revenues of' :~tlJ360, 772, 

expenses excluding taxes and depreci&tion of ~506,090, givin~ a net 

of :~854,682 or a rntio of .~O.62$. Ca.pitalizin~ this at 11% gives 

~5.7l7 and ~ultiplying by ~32, averaGe revenue per consumer~ and 

dividing by ~1.70)7 ~v~rap':e cost per foot of main, yields 107 feet 

of free foota~e. It is a.pp::tre~t t!1at under this criterion, ,.,herein 

justifiable free foota,~e is a direct fu..."'l.ction of net revenue, the 

ouestion is i:'!l.~licit as to ",,'hether t.he r..~sired end is to be reached 

by chan~ing the free foot~se ~llo· ... 'a.nce or by chan:,~in,! rates. 

Applicants' computations of justifiable free allowance ~n 

the invest:ncnt-tO-l"cvenue basis, ~,"herein California ';!ater Service 

Company arrived at 40 fect. and San Jose ;V'ater ~1or!<:s 56 feet, 

although l'nD.thematically accu!','lte, ","ould ir.1ply ti'lat, to Qualify for 

free cx'tension, new service areas \<lould need to have consu:ner 

den3ity much hi~her ~han ~he re~ainder of the system which has 

reached its prese~t cons~~er density only after many ycar~ or 

devclop~~nt. Sur~ly a np.w utility enterprise would not expect to 

attain such a hi,::;h consu.'"ler density until well after the close of 

what mi3ht be considered the d~v~lo?mcnt~l phase of its operations, 

if ever. The question ~ight woll be raised in this connection as 

to possible discri~ination between t~c utilities' original consumers 

and their prospective cons~~~rs. 

Although still subject to the limitations just discussed, 

it would appp.ur that a similar and perhaps so~cwhat more meaning

ful computation could be m-s"!e by takinp; the average distribution 

main canit~l per cons~cr for th8 years 1945, 1946, and 1947 (same 

~criods used by ap?licants) without bringing in revenue at all, and 

conv,;)rting such unit capital to foota,~o of free a11owanc(.! by, usc 
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of tho 1949 level of costs.. 11-'.i5 would yield 4e feet instead of 

40 for California ~"'at~r Scrvic€: Gompany and 67 feet instead of 56 

for San Jose :,'1ater ',-;orks. 

The computations submitted by applicants in support of 

reducin~ the percentage ~der t~e revenue basis of refund to real 

estate subdivisions from 35~ tc 30%~ adjusted to reflect in capital 

only one-half of the c~st of eJ'~t,ensi:on as previously discussed" 
, 

show~d that the incre~~ntal rates of return on the 30% basis on 

such business .. "ere 5 ~19; for CD.lifornia ~:later Service Company and 

6 .. l~ for San Jose T rater ~';orks, both' Gu:::h p~rcenta~cs being 0,3% 

hi~h~r than yielded by the 355; refu."ld basis... Al thO,ll1:;h the end 

result of these computations would ~ppear to yield not unreason~bly 

high rates of retu~, th~ir significcnce is questionable for the 

reason that the level of :"at~s n. 5 reflcct,ed in the computations is 

50 criticol in the cnd rC5~t. It is icpossiblc to conclude from 

the computn.tions ,\'hcthcr th0 present pc:"c::ento.~e under the r~venuc 

basis of refund should be ch~ngcd or the rates chan~cd. 

It would ~ppcnr thnt the most cirect approach to the 

determi~ation of footage allowance would be ~o ~ake the system 

average foota~e of distribution mains per cons~~er as the criterion, 

69 feet for California ',"Tater Service Company and 74 feet for SQn 

Jose ':!ater ','lorks as of the end of 19l~ 7 .. ' Aseerta.inin~ justifiable 

free foot~ge by this means has the advantc.se of bein~ in no ~'lay 

aff'ectf~d by the lfJvel of ra~~s, ',/hich are properly not within the 

scope of this procc0ding. 7hest-) system aV8r~:;e footages per con

sumer reflect for th() !:lost :X1.rt fairly w011 built-up areas, the 

present consum~r density of -,-rhich Vfas re::.ched som,-: time c fter the 

orif';in~l mllin installation. It. is ackno\·llod.:-;ed that the develop-

mont of a real ~state subdivision usually" is concentrated into ~ 

rclativ~ly short p8riod, and its ultimate consumer density for all 

pr~ctical purposes is rc~chcd 'rithin ten ye~rs, which would be 
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,.,i·chin tho refund p8riod. Ext. ;:;nsions to serve individuals, hO',/evt:!r, 

c::J.n be e.:xpectr?d to incre.'lsc in consumer density cuitc r.l.aterially 

over c. consider" bl~ period of t ir.l.c, ;;en~ro.1ly not re~chin<r, their 

ult.im;'\tc density until n.ft.C!r the ten-yea!" refund period. From .this 

diff8r0nc~ in consumer connection ch~ractcristics, it appears th~t 

a different tr~~tmcnt of cxtcns:ons to real estate subdivisions and 

of extensions to individuals is justified, in so far as footn~c 

allo',.,ranco:? is concerned. Accordin~ly) i't. is concluded that the 

pr~scnt zystern avcr:::.ge i'ootRo;c p·:>r conSU::l(:r , .. ;ould be appropri.'=I.t(; to 

uSe for r0,::l1 ·~st~te. subdivisions, \"hcr'~ 'J.ltim..:"'.te dcnsit:r is closely 

appro.:1chl'd wit.hin th~ t. ~n-y·~ar r·~:fund ?~riod, but, for extensions· . 

t.o individuals, wh~re- ul timat,; density is often not reach\~d until 

8ftcr ~ tcn-yf~ar p .. )rioc., t!1,~~ ::,ddi~ion,,,:l .foo:,~gc be .zllowed. 

!n vic'tl of th~ -si~i103rity of ~~j.ch of the applicants T . 

fi~urcs on c.ver&..p;('~ foot.?.~e ,?cr consu.'Tlcr 1 c.nd the dcsir~bility of 

uniforrti ty between utilit.ies whenever ?r~, ctic.~ble t a foot.1.~e .'lllow

anCG for refund ?urposes of 75 feet pe~ consu~er in real cst~te 

subdivisions is c.e.';)rncd propc~ for e~ch of the cn~liczr.t utilities . . . 

herein, and the order will so provide. RclRtive to extensions to 

S'i;!rVe indi vidu:lls 1 .in consideration of materi:11 inc:::"'cases in con-

SU!':'ler dC:1sity·wh1Gh refl50nebly ill3Y be antici~ated ~ftGr the t~n-y~~r 

o:-cercd. 

.;s to the re~u.est of 3.??lic~nts to reduce the :r:efunds to 

renl cstntc subdividers under the ~CV0nuc b~sis from 35% to ;0%, it 

is concluded th~t th~ results under the 35~ onsis ~re not unf~ir to 

the utilities, ::md, .'lccordin:;ly, no chtm~c in this nerc,~nta.~e \>ril1 

be ordor~d •. 

The r~quest for authorizotion to-collect ~ deposit from 

.:!:::..ch prospective consum'~r) .'Ett the option of ~?plie~nt utiliti~s, to 
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~ssur~ pro~pt connection of s~rv:cc as dcscrib~d heretofore where 
, 

!'rec footar,;c has b'een ~llo\..,cd ~·,..,o or !':lore prosp€:c'ti ve conSurlers in 

a sin'slc extension, is dee:-:wd to be reason~blc and needed to protect 
, 

th0 utilities. HowcvQr, i~ is concluded th~t th~ deposit ~mount of 

not in exc~ss of ;~lOO per consumer as requosted by :=1.p~liconts 1,..,ould 

be excessive and would pl~c8 an undue burde~ O~ the prospective 

consum0r. It is ~ccordin~ly concluded th~t $50 ~~ll be ~dcQuatc to 

s~cure th0 needed protection, ~nd, to ovoid any ?ossibility of dis-

criminotion, that the collection of the $50 deposit should be made 

mandatory u,?on th\~ utilitio::s with rcs~'''ct to .:111 such prospective 

consumers. It is deemed nppro~ri~tc th~t ~~c~ prospective consumer 

h::\ving made t.;. dCT'lvsit hereunder be -protccted ag.,.inst retention of 

his d('}posit by th~ utiliti.)s fo':" :'on unduly long period. Th:'is will 

be !3.ccom'Olished by addin,"; 0. :orovision to 'th,~ rul~ rec"J.irin;z: the 

lay in co~pletins the eX'tension f~om which s0rvicc is to be secured. 

In co.se of disc.~rec:nr';mt between utility and consu.":lcr ns to the 

u.~rc~sono.bleness of the del~y, th~ :':'latter may bc presonted, to this 

CommisSion by either ?::trty ~or sl:::ttl~ment. The rule to be order~d 

will reflect these provisions. 

The followinG form of order is recommended: 

Good cause o.p:?c.':rin~, IT IS 'HE!1:::BY OrtDER.ED that Cnlifornio. 

\r,~ter Service Company .:lnd S:ln Jese ~,IJ'c.ter ':Jorks be nnd they arc 

nuthorized to file with this Co~iszion, effective on the effective 

date of this ord~r, the rul~ ~nd r~~ulotion ~?pendcd h~r€to as 

-Zxhibit A, '::1.~"I")lic:::.blc to all i-:oter :nain ()xtensions ;).pplicd for on 
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t. • ~ncr:i 1 F.x~or..:1or..o: 

(1) Th~ CC=PI'l!'l,J" '10'111 extend ito vater distribution mine to :leV conOUlllero nt 
1 to own ~;,:p"!rule wher.. the requ1re-d totol length of l:I.l1n extens1or.. rrc-r:, the ex1stine 
~oc1l1~1:~ is not in excccs of 100 feet ~er se~1ee connection. If the total 
le~th o~ ~~1~ ~xtcns1on is 1n excese of 100 f¢et per serv1c~, the ~pp11cont or 
nl'?11ct:'l:'1t., 'for ouch Dcrv:'ce sh~l1 be required. to advone.;; th~t :portion of the rell=on
(\b1~ t~oti:::J.'l~~1 tot.c:ll in::r~nl:C'd coot of nuch cxt,!:'':1010l''i ov(;'r rmc. ~bovc the ('3tit:l\t,",d. 
'toto1 1ns":~lled coot of the $!'lid 100 feet of ::J.~1n :p~r Mrv1e~; ;prov1c.c-1, hovcv~:-, 
t~~t in no or:8~ .... 1ll the above e3t~:!:wte be bt'lc(>1 upon <l ~1r.. in eXcC'so of fou:- (4) 
i::chc.:: in d1'):::l)tc::'. The ::oncy so 1:I':iv~nccd '~'111 be refUnded" ¥A'1thout 1nte~C'ot, upo:"'. 
tho bos1: of tne totl'll '!.r.s'tf'll:ec. e~at of' J.O'i") fe~t of l:"~1:: for e~ch ,.,dd,1tiC1n~::' bOM 
f!de eO:'lDU!':le!' 11rec-:·ly con."lCC':e>c .... ::. thb ~ pe!"::'o~ of ten 0.0) ye~!"3 l"roI::. tn~ c.l'!te 
of' CO~Dlct1on of t:~ ~xt~~Aion fo~ .... hich ~dvnnco h~s ~~er. :~~e, but in n~ ¢~3e 
chl:J:'l the to't~:' reJ'Und. e:\c~ed the or1~i::"'"l1 ~d~~nc~ w1t~out 1nte:-eot. ~djuRt::ent. 
of' I'lnY e.iff~~'~nee bctw~.,n the eot~::::nted /'Jnd t~~ re~sor..."b::'c ')ctl,lnl tot':ll 1n.st~11ed 
cost '10'111 O~ ~~de ofte:- co=plet::'on o~ the 1nst~11~tion. 

(2) In th~ Moe of n si!'.;;:e e;:":.r;:!l.S~O!'l ::::ndc ;ur:in,ll)nt M ."l;'>l'lio!'lt!ons by tvo 
o!' ~oro oyp11centa und~:- Section A (1) of this rJ:c, 1~ wh~c~ t~e C~~p~ny hl)s ~~c.~ 
~ l'er-sc~'1cc foot~~c ollow~nc~ in co~?utl~~ the Qd7~nCe ~~~'!.r~~, t~~ Co:p~nr 
c:'"ll ~qu!.:,e thr~ cpplicf.lnts to d .. 'pooit '.:1th the Co:::.:p~ny c,~cb aeeurit:" in the 
~::!OU!l.t or.' $50 :per o.:-r:!cc eenncct ~on, to i=..su!"e t:wt c'3ch oorv1ec 1'or vh1ch 1'ootoqe 
~llow"nc() has bec:). :nndc .... 111 be i:;. f"l~t .ut::'l1::ed by ~ 'DOl"..tl fide conaU::ler uPO:"l 
oOl:lplc·t1on of' ~~::37/Qllnt'!.on of the- cX~C''Mi~:'l.. t~;on csteol!s=..-.cnto1' OC':"71oe oon
neetion to ,"\n oTlplie.I'Jnt :b.e:ocu!'ld('r, O~ u:;io:. rC'c~':pt b; ttlO.' COT.l!,(,ny of w::"ittc:'l 
\·c~i!1e~tio:". f!'~r.l t~~ !'lpplieont to t~\;\ effect tb.et .n!o ~:"lc!::'1't1~o 1'\:'", r~~cy for 
conn~ct1on, ~i~h1n on~ h~:'l.dred t v ent7 (120) dOJs ~f.t~r co~~lot1on of ~hc ~in 
!.:'l.St~ll~tio:'l., 't~,~ !ull f.!!':OU:'l.t or the- s·,cur!.ty dCl'oa!t ShAll 'be- su'bject to i::zled1"!.~ 
r·~ft::'l.d ..... 1tho:.:t, i:".tcrcst; ho .... evr;:r~ f~::.li~ cue:' oervic.;:: eon:lcct!on within this :pcrioe, 
thf\ Co~J'~~' ~..':I~p rci:lburcr;- itoelf fro:: S1,;c~ oocu:'ity depooit i'or tr.c eo~t Qf the 
!ootl')~C l;\J.low~r..CI!:' tCI!'rctofor-, ::le~~ 1:". :':'~~l'oet 0-:' $UC~ ocrv!CI'!. r.n:! l)::lQunt used 
b:;- tho:· Co::pcn:.' it:. ouch :,c:1.::~]:)\;:,s(':::.cnt 0:-.,,11 ceco::" r-trl. l'I::ount D1.l'bjcet to ~c:"u:ld in 
",ceo'!"d"n~(' .. :1t:~ t:'~ j?rov1o:'ons of S·,ction A (1) hC':."eof. 1."l. the ev~nt of ~1'l u~.r;;~· 
so;:~o:'o d('-lcj" :l~ tr.., c~::l:;;l:.'t.~o!'l of f.l '!:.',in C'Xt~M1.0':l he~P.'unc.c~, th~ C.,~~n.'T wUl" 
u,o!'l d,=,::.~;d b;t cny dcpo~ito:-, !"ctUr.l. the f"..:ll r.:ount o't th(" ceOA o::,cu::-1t; r!c?oa1t 
to such d.~p~:;:itor, nne. conc\:IT!',=,ntly th~ CO:ll'''l!'l7 ... ·ill t~nd.~r t:hc ~ctur:'l of 3ecur1ty' 
c.;~}::ooit!J to on o~hcr d~~pooi~.or3 1nvol",cc. in t!lC' 1'ros~ct1"(' sinal" :..,1n (l'xtcns!on, 
to-?,,,t~c~ wi~~ ~ll .":::lounts ~dv:'l:lccd. for conot::"Uct~on, v~crcupo"l the ~xt"!lB10n ~C!TOC'
:lcn't .... ·11: c'=.' t';l"""~n.r'lt('d. In CMC c~ d,1.sn ~~c,~:::.ent o~tvCC';'l tb~ Co:::pnr.y nnd fin 
"~i'Hc~nt. 0:." ·I'p~lic"!lts he::-ct.:nde~ ~o to the unre~3o:",.r.'bl~·neso C1~ <:'ce dcl,.,y, the 
~"\ttor ~~J be proo~ntcd to the ~bl1e Ut11!tlcs Co~isslon oi' the St~te of Cfl11~Clrn!~ 
b:.· "":l;f of th'? :?ertl,;:s fry!' :J~ttlc::()n":.. 

!~o ,~xt·;:ns1on :';!d·:nne.? '10'111 be rccr.:iret1 f:",o: nn -'l:pp:icl'lnt requcotlnr.o: serl1.cc 
frCl:::l ,. ~"'i:'l. ,..lrcl'ld.:,- ::'1'\ 1=-11'100. 

T!:\:" rootogc ~!lO-';":1ce i~t"'ll~<! ~t COr.'l~nl'l..v cx,~n6~ will 'be 1:1Ot .. "llcd only 
for the bcn~~'i t of ") bo!V'l f!c.~ CO:'.!l'.~::lCr ~ s c.cfi:'l.(,c b:: the ter-.s of t~ is l"1.:1e. 

EXEIBIT A 
?~30 1 
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RUI.E AND PECUlATION 
• 

No. WATER MAIN EXTENS:::ONS (Continued) 

B. EXt~no1ons to Serv~ S~bd1vieiona, Trocts or Eous1~ Projects: 

App11c~nto for ~1n extens1on8 to oerv8 subdivisions, tr~et3 or hous1~ pro
jecte sholl be reqv1red to ~dv~nec to the Co~p~ny before eonstruction is co~enc¢d 
the cst1~tcd roosor~ble totol 1r~tnllcd cost of the neceSS~~J fne1l1t1cB exelusive 
of servico conn~ctiono ~nd ~cter3. The size, t~ end qun11ty of ~ter!~ls end 
locl'lt10n of the lines sh..,ll b~ sJ?~cified by the Co::.;porlY ",nd netu~l constX'1.lction 'W~Ul 
be done by the :0~~~n7 or by n eontrnetor oceept~ble to it. In c~sc of d1s~qrec
~cnt over Size, type ond loention of the pipe lines ~nd the constructing =cd1um, 
the ~tter ~y be rcfe~cd to the Public Utilities Co~iss1on of the St~tc of 
C,,11forn11'l for s~ttlcI:lcnt. ft.dju~rt:::cnt of ony di1"ference bctw~cn the est1:::roted ond 
rc~oonnblc oetuol tot~l inst~lled cost thereof s~ll be ~dc efter the cOI:lplet1on 
of the 1notallct1on subject to r,ev1ew by the Co~ssion. 

At the t1t:lC 01" :lnk1~ soid ~dvl'lncc of the esti::cted rel'lsonablc totfll instl'!lled 
cost the opp11cont al:lllJ.l be cnt1tlecl. to clect either of the two refund ::cthods 
next hereinafter set forth, provided.thnt tbe eleetion, once =ndc, shnll be binding 
upon the CO:l:Ptlny Qnd. the tlJ?1'11cr.nt r.md ::It:7 not thereeftcr be 'cM~ed: 

(1) :Rcven1:lC Method. For n period !'lot exce~dil'lg ten (::'0) ye~rs 
fro~ the dnte of co:~letion of the ~i!'l exte~~ion, the Co:peny 
.... 111 refund to the ~rty ::tIk1:lg the odvence, or ether p!"!rty 
entitled thereto, ~nnut:llly, '5~ 01" the rp:oss rev'~n'Jes collected 
fro~ oonsutlCrs oocupyi~ the pro:perty to wh1eh the sl'l1d' cxtcn
o10!'l h..'lS been tlf.lde; provided, however, tbt the tot~l ptlj.:lcnts 
thuo :::ode by the CO::lpl'lny 3lulll not exceed the m::o:mt of the 
ori~1nol'odv~nce without interest. -

(2) Pronort1on~te Coo~ Method. For 0 J?~riod of not exceeding 
t¢n (io) yef)'rs frcn the dote of cO:lplet10n of the :::lI)1n extension, 
the Co~ny will ::!Ike refund. to the ~orty ::nnk1ng the r,dv~nec, or 
other ~rty entitled thereto, for ~eh bor..o ~idc·eonau::le:."' within 
the subdivision or t~ct in nn ~~unt equnl to the ove~ge tot~l 
inst~lled eos~ of 75 feet of :~in within sueh subdivision or 
trnct; provided, ho .... ever, that the tot~l ~~~~ta thus ~dc' by 
the CO:pI!:lY sMU not exceed the I):::ount of the or113iMl "dv~ncc 
~1thout interest. ~ch s~ch refund ~111 bc ~~deonly ~t the dnte 
of or1sin~1 inst~llntion of se~'icc ~ipe ~~d institution o!,serviec 
to ~ OO!lll :f1d.~ eOMU:lC'r ~ne. ~r.y subsequent ohqn;e in the 1<icnt1tY' 
ot t~e concU:lCr rcoc1vins se~1co through the ~~:::c service p1~e 
sr~ll not ~1v~ ris~ to O~7 ~1ditio~1 rctund right. 

EXHIBIT A 
Pnl;e 2 
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PU~ AND P.EGUlATION 

No. WATER MAIN EXTENSIONS (Continued) 

c. P.xc~ptionril Cr-sec: 

In unuGu~l circu~tonces, when the ~~~lic~tion of the provisions of this 
r'Jlc tlPPC8:::' 1:l'proct~01lble oX" unjust to e1th~r P(lrty, the CO::Jprm,y or the ~:ppl1ol"'!'nt 
~y refer the rltlttcr to t!:e Puo::'lc Ut1l1~1es Co::l:l!ss1on of the Stete of C~li1'ornl/'l 
foX" 9pcola1 ru11ne;, or for the ~ppr~vl"l of 9pe011'11 conditions :JUtuolly ~t:;reed upon. 

The tot~l esti~ted In=tellcd coot 01' ~n extension to oupply n housi~~ project 
or :PX"e~oes contalni~ :ore t~n One hOU3i~ unit vherc the v~ter distribution' 
pipes nrc on pr1vI"te property s1lnll be I;!c'voneed o~r the I'!ppl1ccnt I'lnd reJ?~y::lent 
will on17 0(' ~dc 1n fJccorl!rl':lcC • ... it!: the ~evem~~ lifcthod of rcfun<1 .. 

A bonn fide cono~~er cnt1t!1~ the I"ppl10l'lnt to rcfur.~, flO rC'ferred to in 
Doth $cct1on.3 ,n. ond B hereof, oh.oll be I'l consUtlCX", exelusive 01' . ., ro,,1 estnte 
developer ~r bu11dc~~ who occupies prc~sco wh1eh 1s 1~ro7~d I'lnd contn1nn pcr
~nent structureo w1th 3ult~blc f~c111t1es for the use of w~tc:::' nnd who h~o rece1ve1 
..... "ter flerv1c¢ from the min for which cxtelWion de:poslt wno tlnde for three eon
seeutive month::. 
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The fore~oin~ o!,inion ~nd order nre bereby approved and 

ordered filed as the opinion and order of the Public Utilities 

Commission of the State of California. 

The effective d~t~ of this order shnll be twenty (20) days 

from the date hereof. ;L 
d'f) 

Dat~d at San F~~ncisco, California, this /5" - day of 

rl/.hl 4=1 ' 1949. 

Commissioners: 

-13-


