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Decision 91-04-068 April 24, 1991 
APR 2 519911 

BEFORE THE PUBLIC UTILITIES· COMMISSION, OF . ' D,II,~' '\Mr:O~I~: ," 
Order Instituting Rulemaking on the')' "n ' :.1 " ' ' ,; t~:- ,. 
coxnmission's' own motion;- to reyise' '" ) r '...;:). ,gJo- . -0 4: ";, 
General Order 103 and Water Tariff ) (Filed July-6~ 1990) 
Rules lS and'16. )' " .. :,', -' ", ';::>", ,I, 

---------------------------------) 
And Related-Matters. 

(Conneetion Fee, Phase) , 

) 
) 
) 
) ,.. 

------------"---) " 

o p;r N'lOl! 
. ,~. 

S'gpaxy - ,J • .."."", 

I. 89-03~00S" 
·.1"" 

, . / 

,-< ,"' ,'." .,e," 

'I'hisdecision- :auth'orfzes Class" C and Class D·: wat"er: 
utilities, arid class A and Class B 'utiTity districts or ,', 
su)jsidiaries serving 2',000 or fewerconneetions,' to> aceept:' 'from ' 
individual cUstomers amounts in contribution as conn'ect10n"::feeS:: 
covering- actual costs to the: 'utility of~ installin9 new connections~" 
To implement this procedure, a utilitymust~ file as ' part o·f',;i ts: 
tariffs a blank connection fee data form. that would; :be'eomp,leted 
and presented to each prospective customer prior to" installing a 
service connection. The utility also- must advise prospective': ' 
customers that (l) they may retain a qualified' contraetor to:: " 
install the conneetion, subjeet to' :i:nspection at' a stated fee ,by 
the utility, and (2) they may complain to, the Commission' if,they 
believe that the utility'S connection fee charges exeeed the ' " 
utility'S actual costs. " ' 

i 

This decision also authorizes ClasSCand' :Class :0- water -, 
utilities, and Class A and Class'S utility-districts or 
su)jsidiaries serving' z~-ooo or fewer connections, to:accept~~f~om' 
individual customers amounts in contribution as facilities fees' " 
representing a proportion of theeost' of additional, o:r replacement 
facilities required because of the new eonnections. However, the 
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. 
.. ~ ., 

f~cilities fee may not be assessed untilautil'ity files and .' 
obtains approva'l' ~..f' its. ,facility fee::a.s· part of·: an advice ,letter:' - .... 

filing seeking'general rate relief.,. ,'::;.:'::::: .. :. ~ .. 
Finally~ . this decision increases from··.s,O;feet: to' :lOO,feet-

the subsequent reimbursement requirement f~r' m~in extension':'~osts' .. ' 

serving an individual customer, and it makes certain ... addi.tional 
technical changes in General Order (GO) 103 and Water.'l'arif,f, Rules 

". ,. .', .. .' . \ . 
(Rules) lS and 16. .. . 

'I'his is a final order in Order Instituting' Rulemakin'g 
(OIR or R.) 90-07-004, and the proceeding is closed .... 

I.ntX'oduction 
By OIR dated. July 6,. 1990~, the ":'Comrtiss ion invited. 

comments on whether to amend GO 103 and Water Tariff Rules 15 and 
16 to (:L) revise funding of water main.,e,xt~.nsion costs" ~d 
(2) permit assessment of. service connection fees and facilities 

fees. A service connection fee, covers. costs of, inst~llin9'. new, 

• 

service connections, including service pipe, meterbo.x,~d ,me.ter, • 
and l~r. A facilities. fee covers a proportionate amount for . .. . ,',. 

production, s:t,orage and distribution. facilities. required to .. provide., 
service t~ new customers. 

. .. 

Our rules alloweustomer advances ,and contributions. for 
main extensions and other identifiable, facilities for new. , ... . , 

customers . However, they do not permit service.,connectio~ fees ,or .. 
facilities fees on the basis that inve$tor-owned utilities.are . . . 
responsible for rais.ing the capital to finance their provision. of 
service. . '~. .. " ~~: ,. '. ' 

In Decision (D.) 90-02-020 .i.n the ge.n~.:r:al rate:incrc.ase 
application (A.88-0S-021) of Southern. Californi~ Water ,Company 
(SCWC), that utility was authorized.·, on an experimental.},as,is, :'1::0· , ~ 

charge a connection/facilities. fee to, new customers;.in,its, Desert. 
District. We commented, based on the record in. A":"aa-os-q21,. that 
authorization of connection fees. 4nd facilities. fees.coul<ibe. an . , 

appropriate source of revenue to help' utilities finance.addi:tional 
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plant needed. to serve new' customers~ .' H6~ever, we stated:tnat'suc:h' .. ·', 
a step was a lMjor deviation from GO 103, and we instituted thi'~'" '::"~' 
proceeding to 'receive comments from' the regulate'dwater' utilities 
and. others. I·.·.· .• ~ , • 

We received comments from 13 respondents' 'in' re'sponse to: " 
the OIl. Base<t upon thesec'onunent5 and'1£herecord"in' A. 8,g::"0:s-O:21~' ,-' 
we proposed changes in GO' 103 and Water Tariff Rules ls'and: 16;:; 

(D.90-12-025, dated Deceml:>er·' 6," 19'90.) We served 'that inte'rim' 
opinion on all regulated water utili tie"s andonotherswho:':-' 
submitted comments. We now have received the report and 
recommendations of the Water Utilities Branch (Branch)'ofthe 
Advisory and Compliance Division following- 'utility works'hops' that' 
Branch conducted on Janu~ry 11'and15, 1991. 
additional comments from respondents. 1 , 

Th1s'·d.ecision closes"R.9'O'-O'7--0:04. 

: we' also 'h:~va: :recei ved 

'The final'ro.J:e changes 
are set forth in Appendix A. " .:- ':' , .' 
Baekqx9!Uld . '. ;~<~:: ... 

The main extension rules and the rule proli!b:ttl:nci .' 
connection fees and facilities fees 'were established' in ':1954 in 
D .50580. By this decision, as later modified, an appl'icarit for . , 
service (whether an individual or a developer)' was required :to' : 

"'Iu ,. 

advance to the water company the estimated reasonable' co'st of any' 
extension to the water main. Developers, as' an alternative;' cou-ld. ' • 
install the facilities for the extension if authorized by the water 
company. In 'the case of developers, the amount advanced. was then 
refunded by the water company, without interest, for a period not 
to exceed 20' years at the rate of 22 percent of revenue"received. 

"., ..... :1' .. 

. " .•.. ,'. 

1 Among those responding are the Ca:liforniaWater' ASsociat'ion, 
the Small Company Committee' of. the .,California Water"Association', 
Mountain Water Company, San Jose Water Company, Fulton Water 
Company and Rogina Water Co., Inc . 
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from customers who subsequently rece:ived . s~rv,ic.e ,fr?m, t~~ 

extension.. , " "" ::' ","" .,' A 

As for ind..ivid.uals" the f.irs't 50, feet of. an .. ,extension to 
-'. • • " ,. "._ ·"" .. 1 ' ... r 

serve a new customer was to be installed by the utility without 

cha::ge. The cost of individual extensions longer, than SO feet was 
• , ,."' '.. '" ," • I. 

to be paid by the applicant requesting ,service •. " If ,. du:x::ing., a 
lO-year period, other services were, connected,directlY;,to,; the water 
main extens.ion, refunds were 'to be made by the ut~lityto, ~e 
original applicant paying for the extension., 

As refunds were made to developers. Or ind~viduals, 
fo:cilities. installed pursuant to an ext,ension contract be~&ne pa~t . 
of the rate base of the water cpmpany., . Whenever.the amount, of 
existing unre£unded advances. toge~her, w.ithl the amou,'lltofan, ,advance 
th~t would be re,quired to finance a proposed extension,e~cee~~d 50 
percent of a company's total capitaL"the company, waspr0h..i:bited 
from extending service without Commission app,ro'Val.. ,~ften./"~such 

approval was conditioned on the requirement that the cost of , the . 
proposed extens.ion. be contributed. by the prospective c':1,stom,er. 

In the late 1970s, the Commission in Case (C~) 990.2. 
. ' " '" 

reviewed the unifor.m main extension ~le. In 0.82-01-62, the 
Commission adopted a. new Wa.ter ,Main Extension Rule (Rule .No-", 15') 
tha.t,. among other things, changed .the way that. develop~rs '" a.d:vances, 
for main extensions. were to be refunded·. Onder the ne~,ru~e,;- ,water. 
companies. were to .make refunds. to develo];)ers at the rate .. of 2~1/2. 
percent of the advance per year for 4,0 years. The, rule also 
pe:r:m.itted the utility to require non:z:e,fundablecontribut~ons. for 
main extensions if the utility considered the extension t~ be 
noneconomic. 

Rule 15 permitted customer advances and contributions for 
main extensions and other identifiable facilities, but it 
prohibited service connection fees and facilities fees. The 
utility was responsible for installing servicepipe!S:, m~t~,r box~s 
and meters to serve the new inctividual customer,,"aridth~:~~il,ity' 

,'~ . 
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was responsible'" for the. cost o£pr,oduct,ion ,., sto;aqe,. ~n~ 

distribution facilities required for ,the' new s.e:rvice~, ,': I f.: : 
subsequent applicants for service.:were .. connected.dire<.?tly,to,:~,rrta~n 

extension contributed by the original individual cu~:t~m~r,,::.~s~~h_ ""'_ 
subsequent applicants were to pay to the. utility an amount equal to 

" " .• C, 

the cost of 50 feet of the original extension., Such. amoun:e~,~;,~ere 
refundable by. the utility to the initial customer who p~i~ for the. 

main extension. 
GO 103, adopted in 1956 and last, amended in 1983,., 

',~ , 

generally codifies these rules, and references tariff filings made 
in confo:cnance with Tariff .. Rules 15, and, ,16. 

Issues in This P2:0ceedinq· 
In 0.90-12-025, we identified two issues in this 

proceeding: 
1. 

.,' . 

Should there be a change:· in:· the rules:; < ,,' 
related to advances and. contributions.': for~ 
main extensions and other identifiable 
facilities to- serve new' customers?-

2. Should service connection' ·fees and' 
facilities fees be permitted? 

Based on responses.bY Branch and utilities.-, we concluded 
in our interim decision that a change in rUles related '. to advances 
and contributions for main extensions was neitherqenerally sought 
nor otherw'ise necessa:y for the larger water utili tie,S ".' However, 
we concluded that an exception to our,rules: to, perxnit:smaller water 
utilities (those companies or districts serving 2, 000 ',or fewer 
connections) to assess actual connect!on~ costs or facilities fees 
would be a benefit to those utilities and their ratepayers.::.,;': .With 
such an exception, current ratepayers will not·be'obligated:.to pay,. . .. . .., 

through rate increases, for the connection costs. .'6f.~.ew se~~~e .,' 
requests. New ratepayers would be asked: to· pay' a'"connection fee 
and/or a facilities fee comparable to -what theY' ,wouldpay.:for new 
service from a public water company. 

:' ~ , ,-. 
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The interim orderalso·:·proposed a :change in :Tariff;',''':,· 

Rule lS (B) to increase from 50 'feet to ,100·· feet the : subsequent. 
reimOursement reqtluement· for main extens'i:on costs serving. an':"" "': .. : .. 
individual' 'eustomer'.,' , ',' ': ~:"';,~ '.~~ \' J ••• ' 

. Finally, we directed Branch 'to conduct and:,repo=t on-one' 
or more workshops to discuss these proposed changes; to, cons'ider·· .. 
editing and updating Rules 15 and 16, to reflect changes in 
practices and materials, and to devise a simple form to,be·used by 

small water companies in filing a tariff to collect connect~on 

fees. 
Based on responses received, we have· narrowecithe·!iss.ues 

in promulgating these final rules to consider 'the "fol'loW"ing:. 

questions: 
1. What change is necessa.ry to permit smaller 

water utilities to charge a connectio~ fee 
for. new individual conneetions? 

2. What change is' necessary ,to. permi t'smaller 
water utilities to charge a facilities' fee 
for new individual connections? 

3. What change is necessa.ry to increase from 
50 feet to .100 feet .the- suCsequent 
reimbursement requirement for main 
extension costs serving an individual 
customer? 

4. What editing and'updating'revisions, are 
appropriate to reflec.t e,urrent materials, .. 
and construction practices? 

Branch and utility comments- on each of these four .. issues,.. 
and our conclusions, are set forth· bel.ow. 
1. What . change l.snecessa:cyto· 

pexmit SJIllIller water ,utilities 
to charge a connection fee-for 
new indiyislual connections? 

'. "', -.. ' 

B:ranch reports that there is'a consensu's . among ·utilities·· 
and wo:rkshop participants that it will be> bene£ici~:r;·topermit" . 
smaller water companies to impose connection fees. Branch agrees 
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that connection fees can relieve'~smaller,:water utilities·of::the 
burden of financi~q the ~~st of ne~, se~ice. installations~; . : Larger 

. . , • ~ ',. I • . ,,1. ., I .,. '.: • ,_ 

water utilities, in. general,arecapabJ:e' of· financing,,·new~'·:,. 
connections and do' not seek'to impose'· a, connection fee,. ~:-. .. ... '" , . " .. ' .... 

Branch. has prOduced a five-page'fo:r:m intended to .. cover 
the actual cost of connecting a new customer, ineluding any.local 
government fee and a gross-up for federal. income taxes assessed on. 
contributions. 2 The California Water Association (CWA). and .... 
others attending the workshops recommend adoption of staff's 
connection fee data form. 

There: is. disagreement, however, on ho.w. a connection.fee 
for smaller water compani~s is to .. be implernented.'. ,·Bra~Cb.. propOses 

"' ., ... -,' 

that smaller water utilities complete and file .the form ~itA.advice 
letter filings- for general rate, cases."" In . Branch' s Vi~~;" 'co~'i~ing 

", . -.!~. , .. 

connection fee·. requests with ~dvice lettex:- requests for ,rate relief 
• •. I ••• : ., .• _, • 

will red.uce the burden on s.taff, update. connection cost.s... ..' 
.' . . '. '" 

concurrently with the three-year rate,.cycle, and. encourag~.~maller 
utilities. to. file general rate.~ses,... 

CWA and other res-pon,dents oppose this proced.ure '" arguing. 
'.. . , '. ..,~ - '.' ' , 

that a fee for actual costSQoe~ not, require elaborate review, and 
" " \ " .j ,'" ~. , 

that smaller water companies. are not likely to seek .. connection fees 
if it requires filing a general rate case.' CWAcomments;, 

~The CoMmis~ionif it MUST review these' 
Connection Fee Data Forms shoula cons!d.er 
establishing fees. and. changing connection fee 
amount$ in the utilities' Advice Letter 
Filings.. Each utility should be allowed to 
file more than one form to show the actual 
costs form one location to another. 

"The Commission. th.rough its owninvestigat;ton " .' 
reports that small water 'utilities d.o not "file 

2 The income tax ,consequences of the T.ax Reform AC,t of 1986 as 
they affect contributions ana aavances in'aid of construction were' 
consid.ered. by the Commission in 0.87-09-026 . 
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rate relief applications Decause. o·f the costs: - ",.'" . 
associated with it and the time involved and 
the company's inability to file the' appropriate 
paperwork. How then will th& connection fee, 
which is designed to assist the small utilities 
in their capital costs, help if they have to 
file a general rate application? ".: 

San Jose Water Company (SJWC) states that even: the-advice 
letter process is too formidable for most· small· water companies, 
particularly if multiple forms must be filed. to reflect widely' 
varying conditions in installing a connection. It notes our:: 
expressed preference, in 0.90-12-025, at pages 14-1'5', that' new· 
customers be charged the actual costs for their conneetionwithout 
the filing of a form for each and every connection:." 'TO:' accomplis'h 
that, SJWC suggests that the form recommended by staff be adopt'eQ 
as a blank form to be inserted in tariffs o·f' smaller' water:: , 
utilities. Branch opposes a blank form tariff fili'ngbecaus'e of a' ' 
concern that companies could overcharge individual-cUstomers:: 

On another matter, Branch- supports a proposalby:SCWC 
that, as an alternative to a utility connection fee:~ a customer be
permitted' to contract for his own service connection in accordance 
with specifications of the utility. Branch states~ , 

.. (This would be J similar to the provisionsfo·r 
d.evelopers to construct main extensions to' the 
utility'S specifications in lieu of paying the 
utility to do it. The applicant for a service 
connection may be permitted to hire a licensed' 
contractor, if qualified in the judgment of the ' 
utility, to install a service connection in .' ' 
accordance with the service installation plans 
and specifications of the utility. The utility 
should have .the right to inspect all . 
non-utility installations and be paid by the 
applicant for the cost of such inspections." 

In separate comments, Doth the CWA and its Small Company 
Committee object to the phrase in our proposed connection fee rule 
that the fee would be permitted ~if in the opinion of a utility, . 
extensions to serve individuals .will not', withiri:-a 'reasonahle 

, I," 
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period~ develop sufficien'1: revenue '1:omake'the 'extension";:'
self-supporting.~ The Committee states that most new service 
connectionS. are made to existing-mains'and do not-involve main' 
extensions. It adds that -while the qualifying language' is ,,-,' 
appropriate for developer eXtension e'ontracts (wherea:'subdivision 
may not develop revenues that exceed refund obligations), it is 
inappropriate for individual connection fees, which are 'not:, subject 
to refund by the utility. " 

Findlly, SCWC'suggests that connection fees be'made 
available to utilities on the basis of density (i.e. ,'number:'of; 
connections per foot of main) instead of our proposed measure of 
"'2,000 or fewer connections.... This would permi'1: inclusion.:':within 
the rule of somewhat larger utilities, 'like SCWC's'Oesert,'Oistrict. 
Branch opposes this suggestion' as unnecessdrily" vague. "',, 
DiS£g8sion 

'As we noteci in our interun opinion, there-is:a>consensus
among'those responding to this OIR- that an exception~ to'our-:'rules 
to pe:cmit smaller water utilities to collect a connect'fon:: fee would' 
be an important benefit to some--companies and'the-ir ratepayers.' -
Existing ratepayers of those companies will not be obligated to'" 
pay, through rate increases, for the connection cost's' assoc'iated, 
with new service requests~' New customers would' b& asked to pay a 
connection fee' comparable to the actual c~nneetion' costs charged:' by , 
many public water agencies. " 

Our final :rule cont'emplates that a eonnect"1on'fe'e-wl1l, 
cover, as closely as possible, the actual costo,f installing 
service pipe, meter box; and meter. Labor costs should be-no- " 
higher than those customarily incurred~by' the. utili,tY'-itsel'f":,for' 
work of like nature. As Branch- points 'out, a utility 'alsO: should: 
be permitted. to recover any loeal fee associated withthe=' 
connection, along with a' gross-up for 'income'taxliabflity -'. 
associated with the customer' contribution for connection.-

- 9 
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However., we do not;agree that,.requiring smalle,r utilities '" 
to file a completed form as, parto£ a gen~r~l, rat~ ~~se"';iil~ ,,' ,',. " 
provide the relief that this rule seeks to accomplish. ,Nor ,do we 

.. . -,' ,. ",' ,.,,' .... ,.,.- ..• ' ' 

believe that requiring water companies to submit mul,tiple copies, of" 
• ,.' ., • > •• -....... '." 

cost forms, to cover different .types of connections i,s an, efficient" , 
, , .. . .,. '~"". " '. 

use of staff or utility resources:" As several respondents ,comment., 
r, ! a. J • 

the very companies we seek to assist by, authorizing a conn:<?~ion 
fee are the ones least likely to file multiple advice, letters. 

, , -"" " . " . 
Therefore, we will require only that, smaller wat.er 

'.,., ' .. 

companies that,want to charge a connection ,fee to new customers 
file in their tariffs the blank Connection Fee Data, Form attached 
to this decision as Appendix B. " To . guard. against ,:potential abuse, 
we also will require that a utility advise. each cust~m~r re~esting. 
connection that,any complaint about the, connection fee may, De made 

'., "'.. I' •• \ ',. 

to the Commission, and that the customer has the option of 'i' 

retaixli.ng' a· qualifieci contractor to complete the connec,tion, 
" • • ~, • < 

subject to- inspection by the utility. The fee for such insp~ction 
service must be communicated. to the customer at ,the sa~e time" a 
customer is given the completed Connection FeeOa~a. Form showinq 

•• " I "~' '. ... 

the cost of: the connection. The modified version of the Connection, 
Fee Data Form developed by Branch accomplishes these, objectives. 

We also have changed. the final,rule to delete the 
" ' 

reference to uneconomic extension of 5e~ice. We agr~e withCWA .' 
and its Small Company Committee that the reference is inappropriate 

• • -o' ., ,', ",' ., 

for a non-refund.able connection fee assessed. on an individual. 
, , " ., ,~ 

Finally, we agree with Branch that, the proposal, .to make, " 
connection fees available to smaller water companies ,on the ,basis 

- • • _ ,. J ~., , 

of d.ensity of connections would. serve little purpose other.,.than to 
'.' . \ '.'. , .. 

make the fee available to somewhat larger .companies., .I,f larger. ':,:.', 
water utilities seek to assess, a connection. fee" or,acombination 

-,. .,. , .. . ~ .. - ., .. ,. 

of connection fee and. facilities. fee"they may seek to.jus.tifysuch., 
• '. • '< .... ~ • ' " 

charges as part 0·£ their general rate, cases, as, did., SCWC ~ s Dese,rt 
District in Application 89-05-021 (0.90-02-020). 
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2. What . change .~.is ··necessa:cy'" . 
to per.mit smalle~.water . 
utilities" to . charge a 
£acilitie~v£ee" for :.new 
individual connections? 

"'-'." ' ' ............. . 

" -'~, 

., '. "'" 

"", " .... 

,."', '" . , ,,: . ~ ". 

'-, . ". , .. 
" '0' ••• j '.' • .1 ~ •. ' •••• 

A facilities fee f' as . defined in .. this. rulemakinq~. "~'.", .. ' ,. ::. >.: .. 

proceeding, is, an" amount representinq.a proportion of. the "~COs.t of,· 
additional production facilities". including storage and .... 
distribution facilities f that will be' required because of a : ,new .. 
connection. As Branch notes, the primary objective,. 0'£ ,a ,£ac.ilities' 
fee is to provide smaller utilities with a source ofeapital for 
new or replacement facilities needed because" 0'£ customer ... growth., 
Generally, smaller water companies have-. limited borrowing,. 
capal:>ility and limited access to financial. markets.. -

With that said, Branch notes that the proposal to· permit 
smaller water utilities to assess a separate facilities fee for new 
customers raises many more questions than the assessment of a 
connection fee. Alnong the questions: How can plant costs be. 

calculated accurately on a per-customer basis? How can the 
Commission be assured that a facilities fee would 'be used' to' " 
finance plant ad.ditions or replacements? How would this" ,,\.", 

contribution to plant affect a company's rat& l:Ia~e,.,which' now 'is 
calculated in P4x:t on a return o'f the :'capital that 'o.wners .. ::L11v:est in 
plant facilities? ... ,~~ '., 

Moreover, Branch notes that the method' for' calc'iilating a 
facilities fee that was adopted for scwe' s . DesertD'istrict~ .:Ln," 

, I ,'",' \~ , •• 

3 The facilities' fee authorized --forSCWC"sOesert ';Oistrict was 
$l,250. It was calculated by using the following formula: c .. •. (Rate 
Base/Annual Sales) x. Inflation factor x Average us.e per customer. 
In the Oesert District case f ,the ,calculation, was ma~e' a's;.'. follows: 

l. Adopted Weighted Average Base Rate 

(Footnote continues on next page) 
, ,'. 
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" .... " . 

0.90-02-020 is unworkable when applied generaJ.:ly.."','When~IBranch.;"",.:: 
" ".' ,,'" <','0 .,,"\' "j, _,,", t' v- ~ • .' _ . ~ 

sought to calculate a facilities fee using the ~'SCWC ·',:fo':rmula.":'fo'r, 22 
: ' '. ' •• [. .../ " .. ' • .,; .:. " ....... ,J ,'" .'" -.., on' ""-

randomly selected Class 0 water utilities, the,'·resultin(1"·fee.~ ranged 
from $63 to $l,950. In general, the formul"produe'es·''''',hiqherfee 

for those with a high rate base than for those with a ",low 'rate 
~ase, regardless of their need for, cap,italimprovements,. 

The SCWC formula is calculated· on :the bas,is of ~ a' " 
proportionate cost of the value 'of existing plant. Ano,ther< basis 
for calculation, suggested at workshop' by OominquezWater 
Corporation .,.nd Utility Subsidiaries. (Dominquez) and Arms'trong 
Valley Wa'ter Company (Armstrong Valley), re,lies ,on a, forecast' of ' 
customer growth .,.nd th.e estimated cos-to,f, new plant to support' new' '" 
customers, as ealeulatedby a utility's-mas.ter plan.4 Braneh~ 

-" '.' ":: .. ' .:" .. '", ,".:' 

.' ~.". . ,." .'. " ..... ..." r I ,,,, 

I'· .... 
'J~' , 

..... ,' .. " ...... ": 
(Footnote continued .. from ,previous page), . .. '... . ",,', 

2. Adopted Annual Sales. /' , ",' 
3. Adopted Rate Base 'per Ccf' (1(2') 
4. Inflation, Adjus.tment, " , . ': .;' 
5 • Adjusted. Rate Base per Ccf." (,3x4 )_ 
6 ~ Typical CUstomer Annual 'U~age" ., 
7. Serviee Connection Fee (5x6) 

,(Rou~ded. to NearestSSO) 

• .j .. ~"" ,.." '. , .. < ,,' '" "," 

449,484 Cc:f 
, 7 :9'0' .,.' 

1·; O.,s.,,;'; ( 
8.29 .,' .. , .. 
, 120 Cc:f~' " 

S l,250,:::,. ; ,,:.'. , 

4 Armstrong Valley also.propos.ed·.th.e ,following,·s,impJ:ified.:method:': 
of caleulating a facilities fee: 

1. Calculate number of parcels in service area which 
are likely to require eonnections. 

2. From this, caleulate,number,of potential,ne~ 
customers. " .' " 

3. calculate Commission,and,:state .healthreqUirement.s: ::~~::, :':,'" 
for required source of supply, storage and fireflow" 
for new customers. " ',' ,'. :' "'~. '::,' 

(Footnote eontinues on next page) 
, . ~ ,: '." 
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" .,1 ... 

finds this proposed formula,equally unworkable on.,a, qeneral , basis,., .,., ' 
< ,T." , d ,. ,'. '~.' ,,' " , " .. 

stating: 
.. (Wlho would develop the master plan for the,., . "'" 
small water utilities? Branch's experience"is"
that many owner/operators of ,Class: ° ,water , 
companies, especially those most in need "0,£,,, ' 
capital infusion, lack the resources to develop 
a master plan. ,. ,. , , , , . 

Because of these complexities; .Branch recommends ':t~at we 
defer consideration of the facilities 'fee proposal to the R.isk '. 
Phase OII (I.90-ll-033) of this proceeding. Branch states: 

"The Commission is" aware of the financial 
problems of small water utilities and, the ... ' .. , 
precarious. (nature) .of their ability to provide '. 
relia.l:>le service~ this was demonstrated by its 
issuance of the Risk and Return OII. Branch 
aqrees. It sees the need· for an effective,. 
long-lasting solution. A quick fix should be 
avoided. Although facilities fees may be 
helpful, Branch would like to explore other 
alternatives before recommending facilities 
fees. Examples of alternatives fo·llow: 
(1) Pennsylvania has created.· a pool of bond 
money, known as Pennvest, earmarked for water 
system improvements; (2') Kentucky has 
streamlined its regulations to allow water 
utilities to flow through· to ratepayers 
automatically all costs related to- the· 
eonstruetion of new p1ant .... Branch would like 
to consider alternatives such as (these) ••• " 

The CWA and its Small Company Committee oppose deferring 
the facilities fee issue., The Small Company COnuni'C:t,ee' stat'es: "If 

, .. , ... 
)Or", ';;.,.., .. 

(Footnote continued from previous page) 
.... ) 

... 

4. Determine new. plant required.,. (storage,. wells~ 
hydrants, .main replacement). . " .' 

5. Estimated cost per new customer equals fac'ilities 
fee • 
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',I, 
r- /\ '>.., :~: 

(this issue) is' shunted off to the Risk'and'-Return OI·Iit·'is,:·. 
certain to d.ie of neglect. The Water Branch may be correct in:· ,. 
suggesting that facilities fees would be only a;: superficial" , 
solution. Nevertheless,' this is an issue which'merits ful'l,and. . .,", ' .. , .. 

inuned.iate cons.ideration." ' , . , " .' 
Mountain Water Company (Mountain), a ,privately owned 

utility serving approximately 200 metered. customers in a 2,300-acre 
service area in Riverside County, about 2S miles west'of Palm 
Springs, urges adoption of both a connection fee and a facilities 
fee. It proposes that the facilities fee be made subject to 
refund, without interest, over a period not to ,exceed 40 y~~rs, in 
much the S&rle ~er that refunds'are mad.e for subd.ivision:and 
industrial pro.jects. (~Water Tariff Rule No. lS,(C,) (2):."',: 

Mountain explains that it is ina high-gro.wth'area, and 
it expects to. serve 2,000 o.r mo.re co.nnectionsover the n~xtJ20 to 
50 years. Mo.untain comments: 

"As land in our service area is developed .. 
and ••• the number of water" service co.nnections.' 
increases, it will be necessary to spend, ' 
millions o.f dollars drilling new wells, putting, 
new pumps in the wells, putting in large water 
tanks for sto.rage and. larqe main pipes long 
dl:stances from the wells to the storage tanks. 

"The City of B4nning with the. 20,0·00 acre. 
service area just east o.f our service area is 
provi~g money for, its expansion costs by 
charging a service connection (facilities] fee 
of approximately $2,000 for each new meter 
installed. The (aQJacent] Beaumont/Cher~ 
Valley Water District with its 20,000 acre 
service area is also charging a service 
connection (facilities] fee of approximately 
$2,000 for each new meter installed_ As new 
houses are built and new service connections 
and water meters are installed. by us in our 
service area, the new water customers are very' 
surprised. that we do not charge a service 
connection fee the same as the large 2'0,000 
",ere water district west of us does, and" the 
same as the city-owned 20,000-acre water 
purveyor east of us does. 
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", '1 

"The costs of enlarqinq~ our water, ,system will: b,e .... :,;", 
very hiqh~. For an example, a new well 1,000 .. ,'" 
feet deep with a 14-inch ca'sing'installed. with' "" 
a gravel pack around. the casing costs' more- than, " 
$.ll0,000 •••. 

"Our income from. our water customers from the 
sale of water is only just enough to cover our , 
cost of furnishing this water, and d.oes 'not 
leave any money '1:0· cover the cost of enlarging::" 
ow: facilities. We feel that this is .as.it 
should be. Our present customers should' not be 
asked or forced to pay for the cost of 
expandinq our facilities to take care of new 
customers. These new customers should have to 
pay these costs of increasing our water supply 
and expanding our water" facilities to take care 
of their water needs .... " ' . 

Oiscussion _ " ,., , .. , 
We agree with CWA,.~d itsSmallWa:ter <..c~~,~~teet~:"~,. , 

there is. no need to defer the issue o,f, whether Class C and D water 
" , f.. '>.. .' __ .""-

companies and those water distrie,ts serving 2,000 or fewer, 
" ,.'. ' .. , , ",,' , . ,.',.' ~'h' .,' .. 

connections should be per.m.itteci to assess a facilities fee for new 
connections where it is sho~ that the ne~ eo~meetion5"will' r~ciuire 

. '.' _. -, -' 

new or replaced plant. 
Mountain Water makes, a ,p'ersuasive case that,a.fae'iiities 

• , ...,'.' ,', •• : " • , ..... ~. .e , .... "A' I ;' 

fee can help a small utility finance necessary expansion when. it 
anticipates growth in its se~ice area: 5' ~ealso are impressed, 
with the benefits accruing to both ratepayers and the utility in 

,. " I ' ' ,., .... 

the single instance where we hav,e permitted. assessment ofa 
. . • •. I' ,I,. ~ " 

connection facilities fee. That authority was granted to SCWC"s 
.. J.,",",' '; .• ' .' "', 

Desert District in 0.90-02-020. 

5 We do not.at this point address Mountain Water's suggestion 
that a facilities fee be made re£und.able in a manner:' similar , to\ 
developer contributions, except to' note that-a, .4'0-yearpayback.to 
individual homeowners does not appear feasible., " 

- 15 
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SCWC reports that,. .between, February and' Ju,ly,.: 199!O,. it 
had collected $53 ,231 in 'facilities fees., ',' (~ Exhibit ''l'/SCWC 
comments dated A~qus.t 31" 199'0.) Iri.:M '~bitestiIt\ating'" 
long-term effects, SCW'C calculated that had the fee ':been-iri~ effect 

since 1980, rates in its Desert'District would,now,be-lower:'by 
approx.imately Sl9S,OOO, or lLG7~. Moreov'er, S~c"reports.litt1e 
negative reaction from the 42 new customers who were assessed the 
facilities fee. sewe's fee of Sl,2S0."per ,sis x 3/4'-:inch. t;teter 

, . " 

connection compares favorably to, adjacent public "and mutual 
purveyors, where fees range from $2,000, to $ 3,40'0 per: 
connection. 6 ',," 

We agree with Branch, however, that' no' 'single ,formula 
presents itself for calculating the amount of a facilities'fee for 
all water compa,nies. Water comp~nies with substantial well"4'nd> " 
plant capacity ~d few new connections "may not' need the' revenue 
from a facilities fee to maintain plant. 'Companies with 'a(l:ow rate" 
base, for whatever reason, may have p!ant~eeds that justify a ' 
faCilities fee higher than would becalcuiated 'by'the 'SCWC' fo'rmtlla 
or by' the' other proposed formulas suggested on this record~>uri.1ess 
we regard a facilities fee as simply a new source ofwlndfall 
revenue, without regard to plant requirements; it is" clear ":that the 
need. for a facilities fee, and its'ca1culation,'is'specif.:i.c'to the' 
P4rticu1ar utility in question;' " -' 

Based on this analysis, our 'con:clusiori.',{s that"a:< 
facilities fee for new connections should. be authorized --' for a 
sm",ller w",ter company only when the company' i5-' ableto~ show 'us: that' 

.1 ••.•• " ... ,' "-. " 
• d " ., 

6 SCWC reported these service connection charges for neighboring 
water purveyors (with number of connections in parentheses): 

,Apple Valley Heights County District' (211),~, $3,4,00 ,);, 
Marianna Ranchos Mutual (280') - " , :2,000. ~:, 
Hesperi", County Water District~ ( l4,;900)- ,,-: 2-,86.5" 
Vietor Valley County Water District, (' lO, 700)', ,2,;7.40. , __ 
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new connections will. requil:'e new or l:'eful:'bished p.~ant.. I:t .. ; is". , 
reasonable that ·those seeking seJ:V'ice. should contrp~u~e,;.~n:pal:'t, . 
to facilities costs incW:l:'ed in order.to .. provide .thenew service. 

-< '"".,' ,.,.,.1. J • j., • ..I .,' 

This showing can only be made ~t:l a ca.s~by~ca~el?~sis... I. 

That is, a water company must deter.min~ whether prospeeti?~ new 
connections will require additional or replac.ement plaX?-t . Then it 
must determine the estimated. cost of. new faciliti~s: r~qu~l:'ed t.? .. ; ..... 
serve the new connections. Finally,it must propose.anappropriate 
facilities fee. The fee may be base.d.,upon one of the.,£o·rm?~as. 
suggested in this· proceeding, or any other formula that f~,irly. 
matches the ~ount and duration of the facilities fee with the 

, • , • e. " 

proposed facilities tMt the fee will help finance.; , 

Since we have, concluded. that the facilities fee~ho.uld be. '. 
authorized on a case-by-case.basis, one· method .of,accomplish~~g 
this is to adopt Branch's-propos.al to. have small .waterc?mpani~s 
request facilities fee authority with-· their advice letter filings 

. , " " .. ~ . 

seeking general rate relief. Combining facili~ie~ feere9'l.~~.ts .' 
with advice letter requests for rate relief is.'preferab.le',to· .. : " 
processing facilities fee requests separate'ly fo~,_a:t r~;¥s:t;:,'thiee: 
reasons. First, it permits Branch to assess- theamount, .... of . 
facilities fee in connection with. over-all financial needs. o,f the 
utility, as. was the case with SCWC's· Desert District. Seco~d, ,it 
permits updating of the facilities fee concurrently w:ith the three-. 
year rate cycle. Third, it encourages small water.<:~m~~es .to .' 
file general rate cases, which in :turn.. serves. the long,:"term best 

.", _., J ,_,,;' • , 

interes.ts of water customers.. 
Our final rule authorizes assessment of a facilities fee > . . ,-.. . ,- ., . ~ .. ~ '" , -....' -~~, " , 

by smaller water utilities. upon filing. and appro~al of .an.advice.~ " 
letter in connection with their g~ne~al rate.cases~ 

Branch correctly points out that.a facilities fee, is d, '" 
• '.. .,' .' , I ... 

major departure from the long-standing princip'le-.inrequlat~ng . 
investor-owned utilities. that the owners provide capital" either . " . . , .. , .. ,', , 

debt or equity, for the construction of plant faCilities,. .and ' . 
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customers pay nothing until -the plant is used and. us'efu;l'': -, A' return' 
on the owners' 'investment, including"capital recovery-through: ,', 
depreci4t.ion expense, is part o£ the utility' s"revenue" requirement, 
which is the -045-is for rates. .:.: "'. ' 

Our change in rules to perm'i.t water, companies- with t'ewer" 
than 2,000 connections to propose a facilities -fee is '- intended,: 'to

establish a rebuttable preswnption, at' rate' proceedings;,-th'at, such, 
a fee i5 appropriate for smaller utilities because thelr:acce,ss t'O~ 

capital fo::, facilities improvements is more l'imited- than that 0-£ 
larger water utilities. We do not preelud.e-'water utilities like 
SCWC's Desert Oistrict from also seeking afacilitie-sfee as part' 
of a rate case, but such districts wi:ll .!l2.:!i. have- a re-butt'aole 
presumption that such a fee is appropriate. As in 0-.90';';02':'020, 
they will have to show that their need for a fac'ilit1e-s fee
outweighs the ratemaking principle that shareholders, rather: than, 
rate~yers, should bear the-cost of plant facilities. 

• 

3. Wbat chaJiqe is nec:essa:cy to 
iDc:rease :fro. 50, feet to- 100 feet 
the subsequent reimbursement 
~t foxa main extension 

",'. 
costs serong an individual customer? 

Existinq rules require a customer connectinq directly to
o. main extension that was contributed earlier by another customer 
to pay to the utility an amount equal to the cost o'f 5 o feet . of the 
original extenSion. The utility then refunds that'amount:to-the 
customer who made the contribution. 

The majority of small water companies are' located in 
rural areas. Main extensiOns in rural'areas o,ften' are- lon-ger than 
50 feet. Typically, customer growth in such areas' is' slow.-: Thus" 
a customer who contributes an extens.ion'often isnot:fairl'y' 
reimbursed as new customers come on line. Braneh"s" propOsal to 
double the footage allowance to 100' feet is deSigned to alleviate 
this. Branch states that workshop participantsune,nimously -~9'reed' ," 
with this proposal. 
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As we noted. in our interim opinion, the propo,secf~e.h4n9'e:':~'''~'.: 
to increase subsequent reimbursement to 100 feet: o·f,ma,il'i<:extens.l,on 
is as arbitrary as the existing SO-foot rule ,but~ it "has' the 
advantage of re'Caining the bc.~ic procedure, ·now;in placew,:Sranch 
now recommends that we adopt this change;:' but that: we.·leav~:.the 
record open for development of. a less arbitrarY'policy.', . ' 

, , 

Discussion ' 
In the absence o·f any objection, we will;.adop:t this rule 

as proposed. We will not keep the record open for this matter. 
However, Branch. or any other party', may propose an a1 ternati ve rule 
in another proceeding if it deems such a change desirable •. , 
4. What ed.'i.~q and. upd.ati:D.q'~': "' .. 

revisions axe appropriate '·\1 ..... '., ,._" 

to reflect current materials 
mld conatxuctionp:C4ct.i.ces,;" 
are appropriate? 

., 
.'~' " 

, .. 
< .,'" 

In our interim opinion, we: directed., Branch. at i:ts,": , ,.:.','~: 

workshop to consider ecii tinq'~ and. upaatinq~: ,GO 103, and~Tarif,f;. Rules' . 
15 and. 1& to reflect use of mAterials and construction"pr:aetices. 
that have come about since implementation o·f these rulee. 

Branch states that interest in such e~itingwa~.~l:i:Jnited. 
Toro Water Service, Inc., urged that the rul,es be, r,evis.ed:: ana 
edi ted to eliminate advances for, construction ana to require . 

. , ... ,', ... ; .. 
contributions for extension contracts. In our interim' op-inion, we 
declined. to make that substantive ichange'. .' ." 

Branch recommends. that. any editing changes, in.the'rules 
be deferred. SJWC objects to' aeferring this issue andstat'es that 

'.. ..... ' .' . , 

its proposed changes to GO 103 'and Rules 1$. and, 16· are nO,t," 
substantive ana are endorsea'by workshop participants arid others. 

• I .' 

We have reviewed the' editinqchanqes proposed.:by,SJWC. 
We see no reason to' aefer aetionon these proposal's' ,and,"our oraer 
adopts most of these proposed changes for the reasons,that,follow . 
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Changes to- GO 103" 
Paragraph III(2){al 

',I ,- " I' ,', 
~.' " I ... 

"./'t,. 

Paragraph, III (2) (a) ,states: ·r •. "+ . ". "" ,,~ ... 

"Minimum Pipe Sizes. . The':-ciistribution sys.tem· ,,: " , 
shall be of adequate size, and so designed in '" , 
conjunction with relatedfacilit'ies to maintain' 
the minimum pressures, required-by paragraph 
II 3 a and the minimum pipe size required by 
paragraph VIII 3. In no event, however, should 
the minimum pipe size for new mains be less 
than four inches in di4Ineter. 1t 

The last sentence of Paragraph,VIII(3) states: 

"Any new mains to which a (fire J hydrant maybe' 
attached shall be not less th&1:·six·inches· in', 
diameter. .. , ' ~. ' ""'< ' ,. ': " : ,', ' 

,-.f V', • ./., .. ~: • , .. ' 

SJWC states that it is the indus.try's.'experienee:that,all 
mains sooner or later require a fire hydrant ~It'proposes~·/ .. and 'we 
adopt, a revision inParagraph'III(2)(a.)to require'a lIlinimum size 

." 
, ,~. 

• 

of six inches. The last' sentence-in II!:e Z),(,a) will be :amended'" to, "". 
state: "In no. event:, however, should the minimum ,s.ize :for: new, 
mains :be less· than six inches in diameter .... , , 

Pa:r:§graph· VIII,' 1) 

Paragraph VII I (1) provides:' 

ItThe flow standards for publie: 'fire' proteetion . 
purposes set forth below are those' the " 
Commission considers appropriate for 
application on an average statewide basis. 
However, the Commission 'recognizes.. that there 
are widely varying conditions bearing on fire 
protection throughout the urban, suburban, and 
rural areas of California. Therefore" the 
standards prescribed by the local fire 
protection agency or other prevailing local 
governmental ageneywill govern. Such local 
flow standards shall be provided whether 
greater or lesser than those set forth' 
below ...... 
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,"" 

SJWC states that utilities agree that the minimum,:£lows';,,"':":; 
set: forth in Paragraph VIII (1) are and should be ,min~ums"., ~nd, ." 
there is no reason to provide for any local authold .. ty t.o· lower the 

, .. ~ .: -' ".' '...,. . 1''' 

minimums. It proposes, and we adopt, the following revision to' 
Paragraph VIII (1) :. ""', ,.' 

"The flow standards 'for public fire protection 
purposes set forth below are those the ' 
Commission considers the minimum for 
application on a statewide basis. However', the 
Commission recognizes,that there are widely 
varying conditions bearing on fire protection 
throuqhout the urban, suburban, and rural areas 
of California. Therefore, the standards , , 
prescribed by the local fire protection: agency 
or other prevailing local governmental agency 
will govern when such local flow standards,are, 
greater than those set forth below •••. " . 

Changes to Rule 15 
Paragraph A(S) Cal """, ,",'" 

Paragraph, A{ 5) (a)proyid.es.: for pr~liminary:·.'installation 
estima::es without chArge t'o A:'cy,stom~er. In' the c'ase~"o£:.:?;e~elopers, 
SJWC states that estimates sometimes require more than; 40, hours of 
engineering time because of the complexity of the p,ropos~d" 
extension to a new development. The .burden for these cos,ts',it 

" ,- ' ." 

states, falls upon ratepayers. SJ'WC proposes, and w~,a~opt,,,a, 
revision that will limit the no-ch",:rge engineering", estimates", to 

• • > h~,' . • • , • .' 

extensions of 100 feet or less. As r~vi5ed, Paragraph. A(S.)(",) 

reads as follows: 
"Upon request by '" potential. applicant for, a, . 
main extension of 100 feet or less, the utility' 
shall prepare, .. withouteharge,. a· preliminary . , 
sketch and rough estima.tes of the eost of ". '. 
installation to be advanced' by sa'id' app'licant~ "' 

",," 

~ .' ., .~ '_. I 

- 21 -



R.90-07-004 et al. ALJ!GEW!tcq 

Changes to Rule 16 
". . "oJ, ," 

..... ,,1 
.j I I 

Paragraph ,- 'A e 1) (a 1. 
. " i ~,' I 

Paragraph A(.3) (a) states: 
, ' 

"The service pipe, curb stop, meter, and meter 
box furnished by the ~tility at its o~ expense, 
and located wholly or partially upon'a 
customer's premise ,are the' property of the 
utility.~ , ' 

SJWC states that all workshop'participants agree that the 
described parts of their systems must remain utility prope'rty and 
must remain in utility control regardless of whether: they were 

" .. 
furnished at the utility'S own expense. Problemsre-lated.to 
ownership of the connection could proliferate 'when s'mall u:tili ties 
assess a connection fee. We will revise this paragraph to read as 
follows: 

"The service pipe, curb stop, meter, and meter 
box furnished by or on behalf. -of the utility 
and located wholly or partially upon a, 
customer's premise are the' property of the 
utility ... 

Paragraph Be 3) 
" 

Paragraph B( 3) provides that a utility will in al~l eases" 
make the connection to the customer's' piping'.' ' SJWC :sta"tes' 'that· ' 
water compan1es have experienced. situations where the'customer·'·s ... 
piping was deteriorated. 'or absent, resulting in excess eostato " 
repair the piping. SJWC states that workshop participantsaqreed 
that this paragraph should' berevisedt~ permit the'utiii::yto 
require the customer to mAke the connection ,from- the- meter, to the 
customer's piping. We will revise this paragraph to, read.:as 
follows: 

"Only duly authorized employees or agents of the 
utility (or contractors, upon approval of the 
utility) will be permitted to install a service 
pipe from the utility'S ~in to the location o,f 
the service connection. The connection from 
the meter to the customer'S piping will be made 
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by the utility; provided, however, that if the: 
customer's piping requires repair or . " 
replacement, the connection may, at' the> option '. 
of,the utility, :be made by the customer or,his. 
agent." 

'.' . 

~ .' \ I 

C ,.' \,' __ , 

SJWC proposed two other, changes". dealing .wi th :devel~per 
installations and with a staff interpretatiol.1.,o,f a u:e.ilitY,:' s 
service area. These changes deal with substantive matters:thatare 
beyond the scope- of this proceeding. We decline to. make,.those 

proposed changes at this time. 
Other PrOCeedi.ncm 

The Conunj.s~ion on November 2:1" .1990:, iss:uedi~s'9rder 

Instituting Investigation (OII or I .)- 9,O~11-0J.3 ,t.o- eonsic1~r, ') .. 

financial and operational risks of Commission regulate,d. wa.te:;- .. ' . " .. ' 
utilities·, and whether curr.ent ratemaking· procedures and. ,policies 

" . . , '. 

require revision. This Connection Fee OIR (R. 90-;0,7-004), ,anc;t the· 
Drought OII (I .. 89-03-005) were consolidated into. I.,9·0-:11-033 .'to 
facilitate consideration of.all utili:ty risk and rate of re:t.urn 
issues. While our decision today closes.R.90-07-:004r,itd.oes not 
preclude further consideration, if necessary, 0·£ ,related :risk and, 
rate of retUJ:n issues in these compani.on proceedings. 
scwc Desert District Authority , , " 

!n 0.90-02-020, we stated that the temporary authority of 
sewc's Desert District to chal:qe a conneetion!faci1ities.,fee:wou1d" 
"be in effect until the Commission issues a decision in the 
(Connection Fee) OI~." (0.90-02-020, Ordering Paraqrap,h"S.),"In~, 
view of ow: decision today,: we,will,provide thatthe.authority 
granted. to SCWC's Desert· District will continue. Whether_the,fee 
in its present form will be authorized in the future is . a 3~j,ect,:. 

that the utility should address in its3~sequent rate cases. 

'" -' '" ~ . 
, ," 

. -' ., 
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findings of Fact 
l- GO 103. and Water Tari:ff Rules,.lS and 16. p~rm.:6t.;;customer 

advances and contributions for .. main extensions: and other- '. 
identifiable facilities for new customers, but they prohibit 
connection fees and facilities fees. 

2. Connection fees can relieve smaller water·utilities of 
the burden of financinqth~cost of new servico installations~ 

3. Ln-ger water utilities, in general, are capable of 
findncinq new connections and do not seek to impose a connection" .. 
fee. 

4. A facilities fee would provide smaller utilities with d 
source of capital for new or replacement facilities neecled:because
of customerqrowth. 

5. Generally, smaller watercompanies·have·limited bOrX'owing 
capability and' limited access to. financia'·lmarkets.· '.' 

• 

6. A faCilities fee is''utility specific, anclcalculation of·' 

the fee depends on the circums.tances' ofth& util'ityin 'question. • 
7. Public water agencies customarily charge new customers' 

facilities fees, including costs of installing new connections. 
S. The majority of small water companies are located: in' 

rural areas, where main extensions often are longer' than,50feet~ 
9. A customer who contributes an extension may not, be fairly 

reimbursed under an extension reimbursement rule· limited" to ,':-
SO feet." 
Conclu~ions O'=Lav 

LA revision of our rules should be' made to-:,permit:'smaller, 
water utilities to file' tariffs· permittinq:connection: ~£ee5 ': for, new::. 
indi vid.ual connections. '. -

2." 'A service connection fee should -be booked as, a· • - ,-. 
contribution. 

3. A revision of our rules should be made to- permit smaller 
water utilities to file tariffs, in connection with general rate 
cases, permitting facilities fees for new individual connections . 

- 24'- - • 
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4. A service connection fee- sho1l1dcover actual 'CO$to5 0'£ a 
utility in installing new service connections,' ineludinq'service: 
pipe, meter box and meter, labor, local government fees (ff any) 
and a gross-up amount for income taxes. 

S. A facilities fee should represent a proportion of the 
cost of additional production facilities, including storage and 
distriDution facilities, that will De required oecause of a new 
connection. 

6. A change in our rules should oe made to' increase from 
SO feet to 100 feet the subsequent reimbursement requirement for 
main extension costs serving an individual customer. 

OBDER 

IT IS ORDERED that: 
1. AClas$ C or Class 0 utility, or a Class A or Class S 

utilitY,ciistrict' or subsidiary serving 2,000 or fewer connections, 
may accept from.individual customers amounts in contribution as a 
connection fee in accordance with General Order (GO) l03 and Water 
Tariff Rules '15- and l6. 

. -
__ . 2. A' Clas'3 C or Class 0 utility, or a Class A or Class B . . ' 

utili tY._<:1_f~trl.ct or subsidiary serving 2,000 or fewer connections, 
may accept from individual customers amounts in contribution as a 
facilities fee pursuant to tariffs approved Dy the Commission. 

3. GO l03 and Water Tariff Rules lS and 16 are amended as 
set forth in Appendix A. 

4. The authori~ation granted to Southern California Water 
Company Desert District in 0.90-02-020 to charge a connection/ 
facilities fee shall remain in effect • 
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s... This is a final, orde~ f . :and ,the, Order I,nsti:t-:u.ti.nq ... . .,. 
Rulemakinq90-07-004 is, closed." . , .. '" .... ,:';;.::" 

'+" • "r 

This order becomes effective. ,30 days .. f·rom. tod.ay_."" .. ·,." 
• , '. ,> , .. ' • "."', •• -

Dated April 24, 1991, a:t,SanFrancisco:,,:,.~lifo.:r::ni~~. '.,,, 

:: " , . ., ,~ 

... 
. ' l?A'I'RICIA·rf~' ·ECI\ERT: ~).;.~: '; :. , "~" 

G.. MI'l'CHEi~e~i~nt .:: .... :: "".~' ::-', 
·JOHN 'B;~' OHANIAN :",:" . ,~ 

DANIEL Wm. FESSLER -" 
NORMAN D.. SHtTMWA~t ' " .. 

'Co:mmiss~±oners'>! cr· ,: :/,' , 

."'f 
!, 

".-, 

J". ,.~, r"" ", ,...... 
I 4·'C,.', ..... ., 

~ .>' ~;: < '. 
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J\menciments to General OX'der: to ~ 

.'.- .... ,., 

,".'." 
~ , ... , 

>',- .' •• 

Paragraph V(2){a)(1) of General Order (GO) 103 is amended 
as follows (changes' are"underlined) :., .. '.' ,. '. 

, .. ' ~.~. ..' 
"2. Service Connections .• 

• J .' 
,,~ " 
•.•• ,I ... j 

.. (a) Ownership- of Service./" 

.. ( 1) Charge for Service Connections.' Except as' 
noted in 2(a) 0) (A) or 2(a) (1)CS) below,. the .' 
utility shall make no cha.rge· to- a. customer', for· 
making a service connection except in' case of 
connections for private fire protection . '. 
service~ connections for temporary service, 
changes made at the request and for the 
convenience of the customer, where additional 
connections are requested, because of d"ivisions 
of land ownership when the land before division 
was receiving service, and as.. otherwise ~ . 
provided in the ~tility's main extension rules. 

~(A) rnd~vidual Cu~tome~ Connection Fee. A 
Class C or Clas§ 0 utility. or a Class A or. 
Class B utility dist~~ct or subs1giary serving 
2,QQQ or fewer connections. m~yaccept from 
individU91 customers amounts in contriRuti0n.as 
a connection fee calculated pursBant to the 
Commis§ion's Connection Fee Oata FOrm cont9ined 
in the utility'S tariffs. 

"CB) Individual CUstomer Facilities Fee. A 
~lass C or Class 0 utili~, OA a Class A or 
Class B utility district or sybsidiary serving 
~,QQQ or fewer connections, may accept from 
individval eus~omers amounts in contribution ~~ 
a facilitie§ fee calyulated pursuant to tariffs 
approved by 'the Commission. H' 

Paragraph. III(2) (a) of GO lOS is amended. as fo-llows 
(changes are underlined): 

~Minimum Pipe Sizes.. The distribution' system 
shall be o.fadequates.ize,. and.so designed.in 
conjunction with related facilit~e$ to maintain 
the minimum pressures required by paragraph· 
II 3 a and the minimum pipe size· required by 
paragraph VIII 3. In no event, howevel;,. should 
the minimum pipe size for new mains be less. 
than W inches in diameter~" 
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Par~graph VIII(l) of GO 103 is' amended as~fol~ows . 
(changes are underlined.): .. ····.H .. . ..... . 

. ~. , -,,- . . 
"The flow standards for public fire.protecti~ri,·' .: ..... 
purposes set forth below are those the 
Commission considers appropriate for 
application on an aver~ge st~tewide basis. 
However, the Commission recognizes that there· 
~re widely varying conditions bearing on fire 
protection throughout the urban·, ,suburban·, . and 
rur~l areas of California. Therefore, the 
standards prescribed by the local. fire . 
protection agency or other prevailing local . 
governmental agency will govern when such 10991 
Uow stand."xgs "rEt m:e"ter th.,n those' set f9rth 
below • .. 

Amendments to Rule 15 

Water Tariff Rule A(~) (a) . is. amended to. ·read, ,as,: follows 
(changes are underlined): 

"Upon request by a potential. applicant for a 
main extension 2£ lao· feet or less, theutili'ty" 
shall prepare, withouteharg&, a preliminary . 
sketch ~d rough estimates of the cost ·of . 
installa:t.ion to be advanced by s",id applicant. " .. 

(', . 

" , oj,'. 

Water Tariff Rule lS(B) (1) is amended as follows' (changes 
are underlined): 

"B. Extensions to Serve Individuals 

"1. Extensions of water maiM to serve' new' 
individual customers shall be paid for and 
contributed to the utility by the individual 
customer requestinq the main extension~ 
Calculation of payment shall be- on the basis of 
a main not in excess of 6~ in di4meter, except 
where a larger main is required by the special 
needs of the new customer. The utility sha.ll 
be responsible for installing and paying for 
service pipes, meter boxes and meters to serve 
the individual customer; provided, however, a 
Class C or Glass 0 utility, or a Class A or 
Class B utility d.i$tri~t or Sy))sidiarvserxing 
2,000 oh fewer connections, m~y accept f;om 
individual customers a'tnO\ln:;s in contrib~iQn as 
., connection fee c~lculated pm"~\lant to the. 
C9mmissiQn'$ Conneeti9n F~e Data FO;ID contained 
in the utility'S tariffs." 

• 

• 

• 
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. (' /' 

, ... ,,' "",,- , 

Water Tariff Rule lS(B-) (2) 
are underlined)': ' .. , 

is amended as follows,' (changes 
'"." 

'c ..... ,'.·<'. 

"2. If subsequent applicants for water service' 
are connected <:iirectly to the main ,extension ,., 
contributed by the original individual ,' .. 
cus~omer, such subsequent applicants shaJ:lpay 
to ~he utili~y an amount equal to the cost of 
lQQ feet of the original extension. Such 
amounts shall be imme<:iiately refunded by the 
u~ility to the customer who originally paid for 
and contribute<:i the main extension to the 
utility. Total payments to ~he initial 
customer by subsequent applicants for water 
service shall not exceed the original cost of 
the extension. No refunds shall be made after 
a period of ten years from. the completion of 
the main extension." 

Amendments to Bale 12 

Water 'l'ari££ Rule 16{B){1) is amended as follows (changes 
are underlined): 

1t1. Charge for Service' Connections 

"Except as provided in subparagraphS ( a)'; '0., 0;:: 
(c) Pe12w, the utility shall make no charge.to 
a customer for making a service connection 
except in case of connections for private" fire 
protection service, connections for temporary 
service, changes made at the request and for 
the convenience of the customer, where 
a.dditional connections are requested, because 
of divisions of land ownershi~when the land 
before division was receiving service, and, as 
otherwise provided in the utility'S main 
extension rules. 

"(a) Individual Customer Connection Fee. A 
~la$s C or ~lass D utility, or a Class A or 
Class B utility district or subsidiary serving 
2(.900 or fewer connections ( m~y accept from 
indiv~du~l custome£s amounss in consripysion as 
~ connection fee calculated pursuant to the 
Commission's C9nnect~n Fee Data Form containeg 
in the utility'S tariffs. 

"(b) In lieu of payjng the connection fee, 
~n applicant for a service connectiQn m~ 
retain a licensed contractor, qualifieg in the 
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iudgment of the uti1ity, to install the' seWce. 
connection. Cost to the utiJ..i.ty of in$pe~i2.n; 
and supervision of the installation, including 
gross-up for taxreguired by a cont;:i!:>ution, 
shall be paid by the applicant. The applicant 
shall provide the ytility with a statem~nt of 
actual construction eost in r29.sonaRle detail. 
The amount shall be treated as eontribution by 
the utility. The installation shall be in 
~ordance with plans and. specifications of the 
utility. 

"(el !ndi,viducl Customer Faeilities Fee. A 
~la$s C or Class Q utility, or a ~lass A 0; 
Class B utility district or subsidiary serrinq 
2,000 or fewer eonnections, may accept f;om 
individu<',l customers amounts in contribution ~s. 
a facilities fee caleul<',ted pursuant to ta;iffs 
approvesi by the Commission. ,. 

Water Tariff Rule lG(A)(3)(a) is amended as follows 
(chang'es are underlined.): 

"The service pipe, curb stop, meter, and meter 
box furnished Oy or on behalf" of the utility 
and located wholly or partially upon a 
customer's premise are the property of the 
utility.~ , 

Water Tariff Rule l6(B) (3)' is amended to provide as 
follows (changes are underlin~): ' 

"Only d.uly authorized' employees or agents of the:', 
utility (2A contraetors, upon approval 0'£ th~· 
utility) will be permitted.· to install a·service 
pipe from the utility"s main to' the' locatioDo·f· 
the service C9nnection. The connection f;om' 
the meter to the customer'S piping-will ~ made 
by the utility; prov~ded( however, that if the 
customer's piping requireS repair or 
replacement, th2 connection may, at the option 
9f the utility, be made Oy the customer or hi~ 
agent ... 

(END OF APPENDIX A) 

• 

• 

• 
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(Name of Water Company) "./.," , .. 

I r .... , .. -
Connection Fee Data Form for Service to' _. _-_"' _". ~ __ -.~_' ._' _____ ' 

(Name' o,f-,Customer) 

---------~~~--~----------, (Address) (Telephone), . 
,. " ::': " , ',/ 

. I~ .... Local Government Pe;r:mi ts and Fees' 
' ... I I' .... ,.' 

Name of AgenCY 

~ 

··1-
.,.o. ., • .: .. ", ., ',uJo,l ... I ..... 

$_--

2 --------.,,, .. \ ----_. 
3 

4 

5 Total (Add lines 1 throuqh 4) . s ____ * 

II. Materials 

A. Service Pipe 

6 Type (e.g., copper) ________ _ 
" ',: '''~'-",~ - .. ~ (,~:~~ : .. ~ 

7 Unit .co:st .• ,$ c,~~r.~?ot ~f, 1,~n.9',th 

Length"of service pipe',t'Ose:typical·connec.tion in 
your service area).,· .• <feet .... 

Service 

:PiPe Cost···· orii:t e'ost('ir~e 7) x' Length)': (Line 8) 

9 Service .or ..... 

Pipe Cost • S _____ 1ft. X __ _ ft. • $ __ _ 
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~ 
10 

11 

12 

13 
14 

15 
15 

17 

II. MAterials (continued) 

: '" :',': /' :.' '~., , 

B. Other t.han Service Pipe)','. 

.•• _ , L '.~"'_ ...,.. >·H' ,"""""_. ',"V' ... ,_ 

saddle tap,." 
Valve (corp stop) 

., Ur • • r,_,+oo'- .c_" •• .-' 

, : Valve, (meter stop) 
Cast '" concrete box 

Meter 
Other (describe) 

Subtotal (Add Lines 10 through. 16) 

. :.' ~ , 

$ 

,.,,'----

18 Misce-llaneous al·lowance' (-5-' -o-f Line 1·7-)-.. , _____ _ 

• 

19 Total (Add lines 17 and 18) ,.", .. _,.~",_ .. ,,, ____ w • 

20 

. " 
.~. ,1 j 

III. Installation 
... (, ,_ .. '. '.~1 

,,' ••• L ,'_ ".' .. ,. 

A. Tappi:a.q • i .. ·, 

"'- ",' ,'" ':"> , I', " ,. .. ~I., 

Labor for ta"pping'malli, installin; . valves, setting' 
meter and met'er:box(not,applicable' ',:b":flit rate 

service), and, all.o:ther hardware- workreqardless 0: 
the lenth of-service-pipe.' 

Tapping cost • Avg.. t~e for tapping ,x hourly rate 

For metered service 
~. r, 

Tapping cost • ___ hr. x $ /hr. • $ ____ ", 

• 
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III. Installat~on (continued) 

liD&. 
21 

22 

·23 

24 

25· 

26 

A. Tappinq (continued) 

For flat rate service 

.. ~ " . ~ J". .... ", 

" ~. tt,. L ,,'. '-, #: : 

,- '''', 
"' '..... ~ .... 

Tappinq Cost • ___ hr. x S /hr. • $ ____ w 

B. Earthwork" 

LAcor and Equipment forFtrenchinq and compaction 
of backfill. 

Lenqth of trench (Use typical connection in your 
service area) • feet 

1. LaDor 

Cost- Avq. time .. x hourly .. rate 
, "" .., ."--'., 

Operator cost - . __ hr."x"S ___ .. /~,.: - .. $ __ _ 

LaJ:)orer cost - _ hr .•. x $ . ___ jhr",: • $ __ _ 
•• ,.,! .. ' , 

------- _ hr. x $ ___ /h::- - $ 

(other) 

. , .,' 
.. ,. '., "," ". :: .... ~, ' i ..... L • 

$ __ _ 
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III. Instal.lation (continued) 

B. Earth Work (continued) 

:2. Eqtipment 

~. .... 
I., '/.1. , .. 

".':" 

Cost • Avq. time x hourly rate 
;: . '-:'. ,'.,. '\~' .. ~ (yl~~ ~ I'~~ 

,~ 

27 

2S 

Backhoe cost • hr. 

Compactor cost- - hr • 
, r •• , ., 

x S Ihr. • 
/ .~~, '-' 

...,. • I . •• • , ,., ~ 

~ ' .. 

x $ l'ryr. • 
' .. ..... , ' "" '.1' •• 

S 

s 

29 - _ hr.. x S ' " ,,:',' :")"rd::' • $ __ _ 

(other) 
, . 

30 

(other) 

31 $ ___ '* 

, - '~,' " "'" /' 

C. Pa,";'ement replacement't1nc:luc!inq base) 

n. ~ 

3,2 Pavement-type (e:q ~,asphal tc:onc:iete'" '_,. ______ _ 

33·- Oni t cost • $ >: ,'::,;". ·/'f.t". 

34 Lenqth of pavement (Use typic:al connection in your 

... ~ ...... ' .~ ... ' 
service uea' - _0_, ______ feet ", ,~. 

35 Cost • Unit cost (Line 33) x Avq. Length (Line 34) 

3& Pavement Cost - $ 1ft. x • S 
( Line 33) (Line 34) 

• 

• 

• 
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37 

38 

39 

40 

, f """ ,', 

APPENDIX' B'" , . 
Page 5 .;.,' 

IV. Total Cost of Service~Connec:tion 

V. 

'I'otal • J : . ~ . "" '" ,~, ' 

Cost • Local Gov't' Fees + Materials +' Irl:stallation, 

• Local Gov't' Fees'+ (Service Pipe-+' Othe:r than" 
Service P"ipe) ... (Tapping'''' tabor': for E'arth: Wo,rk ... 
Equipment for Earth Work + Pavement Rep'l~cem:ent) 

l' :':" 

• .,. ( ::.. ' " ,: f+ ("' ',' ,,;;:, , ,+ 
(Line 5) (Line 9) (Lin~ 1'9')', ., (Line 2'0 or·2·1r" 

.. ,'~, . " ~ ... ' ,. 

(roundeci:tO;, nearest: 10 "do11ars.) 
. ' . " '". ' 

• S' ------
Federal Income Tax ,Gross,-up 

Connection Fee - Total Cost + (Total~' Co'st), 'x (Tax" Rate ) 
. ," ., ." :,,·'.~:::~~·I,.' 

- +(' )'x' '" 15%: 
(Line "38) ":: ' . (Lin~ '3 S) , ," 

," 

$ _,, ___ '_' _' _« rounded to, n:ear.~s.~; $10) 
~: ..... "t ~',I .' .' ,,"\ .• 1, .•• ..,' >., 

, . 
NoteS 'to Customer: 

,; .... , .• ,' _.f 

You 'have the right, if you disagree with this estimate,' to:' ,appeal' 
to the Califo~a Public Utilities Commission, Water ~ranch, . 
50S Van Ness Avenue, San Francisco, CA 94102. please ,include a 
copy of this completed form, annotated. to snow' the: costs' 'wl.th' which 
you disagree. . ," 

You may choose to have this work cion~'at your own expense' 'by a' 
licensed. contractor subject to inspection by the utility. The' 
inspection £ee£or this 'installation' l.S~ $ , " , 

Signed 

owner or Utility Representative 
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This Connection Fee Oata Form-.is available to Class C. and 
Class 0 water utilities and Class A and' Class"S" utilit.y . 
districts or subsidiaries serving 2,000 or fewer connections. 
The blank Connection Fee Oata Form must'be filed in the' tariffs 
of a utility seeking to as,sess a connection fee. ,"' 

2. When the Connection Fee Oa.ta Form is. filed in a utility's 
tariffs" the completed. form· showing costs of installation must 
be presented to all new individual customers seeking 
installation of a connection. ' " 

3. At the time a completed Connection Fee Data Form is presented. 
to a customer, the utility must advise the customer, in 
writing:, of the following:;:" , _., 

a. An applicant for a water utility connection who, disputes 
the fees set forth by the utility in ;Lts" Connection Fee 
Data Form may file a complaint with the California Public 
Utilities Commission, 505 Van Ness Avenue, San Francisco, 
california 94102-3298. . " 

• 

b. An applicant for a water utility connectio'n ~ay; ·~s "~n • 
alternative to connection by the, utility, have the .' 
connection performed by a contractor deemed: qualif£'ed by 
the utility. Such ins-tallation mU$t be done in accordance 
with utility specifications •. SUch installation is subject 
to inspection and approval of a utility, at an inspection 
fee rate of $ per hour. At completion of the 
installation, applicant must provide the utility with a 
copy of the contractor's invoice for the installation. 

,. ,...,,,,,', ... 

4. The 'roul service Connection Cost (Line 38) repre'sents 'a"'
typical 5er.rice·connection in your ser.rice area for one. service 
size. A separate calculation is' r9quir~d-for "each,sr~~e:: ,~,:~, ,_. 

s. Separate calculations. are'req\iired,for metered and ,flat r~te 
service. 

6. It is assumed. that if procedures and equipment, other than.those 
included above are selected for ·'a particular (but typical) , ":" 
installation (e.g., boring rather than trench.ingr~ it" is ........'." .. , 
because it is more economical for that' particularinstallat'£on': '- " 
There is no need for special provisions for such cases • 

. ,., ', .. • 
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7. The utility may request a deviation from its Connection Fees 
tariff and charge the actual cost of installation for any 
service for which the Total Cost of Service Connection exceeds 
the typical cost (Line 38) by three times. 

S. Connection fees are assumed to be in the first S50,000 of 
income for which the federal income tax rate is 15%. 

(END OF APPENDIX B) 


