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Decision No. 91857 

BEFORE THE PUBLIC UTILITIES CaooSSION OF THE STATE OF CALIFOrc.."IA 

In the matter of-the Application of 
CALIFO&~IA WATER SERVICE COMPANY, 
a corporation, for a certificate of 
public convenience ~~d necessity to 
construct a non-contiguous water 
system in its Salinas District, ~~d 
for authority to execute ~~ agree­
ment which deviates from its filed 
Rule No. 15, Main Extensions, in 
regard to such certificate. 

In the matter of the Application of 
ALISAL WATER CORPORATION, a 
corporation, for a certificate of 
public convenience ~~dnecessity to 
construct a non-contiguous water 
system in the Salinas area, and for 
authority to execute a..~ a.greement 
which deviates from its filed Rule 
No. 15, Main Extensions, in regard 
to such certificate. 

Application No. 59225 
(Filed Octooer 22, 1979; 
amended October 22, 1979) 

Application No. 59320 
(Filed Dece=ber 6, 1979) 

McCutchen, Doyle, Bro~~ & E~ersen, 
by A. Cra~~ord Greene, Attorney at Law, 
for California Water Service Comp~~y, 
applic~~t in A.59225. 

~llia~ G. Fleckles, Attorney at taw, for 
AlisaI Water Corporation, applicant in 
A·59320 a~d protesta~t in A.59225. 

Firmin A. Gry"O, for Northern California 
Savings & Loan Company, interested party 
in both applications • 
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o ? ! ~ I 0 :{ ----.-,---- ... 
Stateme~t of F~cts 

The Solinas valley in the vicinity of the city o~ Salinaz 
is a flat alluvial flooc plain about siy. miles wide extenei':'.g 
northwesterly towarcs the sea at Monterey Bny. Along the southwesterly 
side of the Y~le1 t.he plain is threaded erratically by the meandering 
course of the Salinas River. On the southwesterly zid~ of the river 
a~d running along the bose of the foothills of the Sierra de Salinas 
is t;l. roac called the River Ro.o.d (It.o!'l.'cercy County G-17). State High'..,ay 
6S on its way south from Solinas through El Toro ?ark to the city 
or Monterey interzec'Cs with the River Road. Just nort.:Wlcst of the 
intersection oegins the Fort Ord Military R7serlotion. Southeazt of 
the intersection a short cist~~ce ~~d across the r~7er is tho 
Spreckels Sugar Company pl~~t ~~d·to~m. The floor of th~ river valley 
is zoned ~~d primarily ~s0d for agr;~lture. The general plans of 
both the city of Salinas and Monterey County call for retention of 
'Chis grcc:l'oel 'C, leaving resid.c:-:tial develop:nent. t.? 'the foothills sout.h 
of the Ri ve-:- Road in lands O:lce a port-ion of the Bueno. Vista Ra."'lcno. 
At present. there are 'Chree real es~a'Ce subdivisions eY.istent along , . 

'Che River Road in the i=mei7u'Ce vicinity at interest here, all se~/ed 
by mutual ','ate::- co:np:l:lies. l 

rt.oving to fill a developing a..~d recosnized need for 
additional housir.g in the Salinas area, :~orthern California Savings 
a::.d Loan CO:nP3r.y (Northern. California) ce"leral years ago pt:.rchased / 
a 93.7 acre parcel of la~d for subdiviSion. The p~cel, approximately 
7 miles southeast. of Solinas and 3 miles southeast of the River Road­
State Highway 68 int~rsec'Cion, on the so~thweste~ side at 250 River 
Road overlooking t.ho Salinas River, gently slopes uphil13lirom the 

11 
Y 

Indian Springs, ?eclrD.zzi Subdivision, a~d Pine Ca"'lyon. 
Var;ing in elevation from ;3 feet at the River Road to 134 feet. 
a'C the upper level, a dist~~ce of 2950 feet • 
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Rivor Road into the lower foothill slopes of the Sierra de Salir~ 
mountains (See Y.sp, Appendix A). To be known as Vista Del Rio, the 
quality subdivision will include 80 one-acre homesites. To move 
the project toward fruition Northern California thereafter entered 
into a partnership ~th Harrod Homes, a local real estate developer, 
~~d in 197e moved to obtain the various approvals required from the 
county of ¥~ntere7 to proceed -Hith development. An Environmental 
Impact Report was completed ~~d approved as part of this process. 
When it came to the question of determining upon a water utility, 
the project area being neither contiguous to nor ne~ any public 
Water utility, Northern California discussed the possibility of 
putting in its o~~ system, then either selling it or ~~~ing it as 
a mutual. After consideration Northern California decided it 
preferred not to be in the water business. Desir~~s of a good 
quality system, and recalling its very satisfactory experience ..... 'ith 
California Water Service Cocpa."'lY (Cal-Water) over a nu=lber of years 
in establish=ent a"'ld maintena"'lce of good water service, Northern 
California in May 1978 contacted Cal-Water, propOSing that Cal-Water 
design a~d install the subdivision water systeo a"'ld thera!ter provide 
the new subdivision, when built, with utility water serlice. Diseussions 
followed, a..~d ai"ter Northern Caliror..ia obtained final approvals on 
the subdi"J'ision, in Oc-:.ober,1979':.,Northern California signed a'"l agree­
ment With Cal-Water cove~ngth~ water utility project applicable 
to the subdi"J'ision. 

Cal-Water, a California corporation "hi. th its principal 
place of bu~iness in S~~ Jose, owns and operates water systems in 
20 district~in California •. Its ~alinas district comprises the 
greater portion or the city of S~~~as as well as adjace~t uninc0r?0rated 

;; At the title of Cal-Water's application there were 21 districts. 
Since then the former Broad:coor district has been consolidated into 
applicant'S South San Fra"'lcisco distri~ • 
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are~ (See Map, Appendix A). As provided under the terms of its 
contract with Northern California, Cal-Water by its instant 
application proposes to include the noncontiguous Vista Del Rio 
subdivision wi thin the service area of its Salinas district, and 
pursu~~t to the provisions of Section 1001 of the Public Utilities 
Code, seeks a certificate of public convenience ~~d necessity to 
construct the water systeQ for addition to its system. 

Cal-Water proposes to construct a system consisting ~f 
one well equipped With pu:p, motor, and necessary appu.-ten~ces, 
approximately 6,900 feet of S-inch and 1,400 feet of 6-inch AC pipe, 
SO one-inch services ~~d 11 fire hydr~~ts along ~~th the necessa.~ 
valves ~~d fittings. In addition, Northern California would contribute 
to Cal-Water ~~ existing well which Cal-Water would equip With 
auxilia.'""j" power for sta.~dby service, a..~ easement to this latte:- well, 
~~d the l~~d on which the new well would be located.. The est1::lated 
cost of the facilities as proposed by Cal-Water would be $348,811 
a~d the estimated value of the contributed well, easement,and well 
site is $20,500. 

Concurrent With the granting of a certi!icate of public 
convenience and necessity, Cal-Water also asks that it be authorized, 
pursu~~t to the provisions of Section 491 of the Public Utilities 
Code, to carry out the ter.=S ~~d conditions of its agreement ~~th 
Northern California as these pertain to the method of fina~cing the 
proposed construction. While it is essentially a standard main 
extension agreeme=:C, t.he Northern Cal if 0 r"..i a agreement provides fo:­
certain deviations from Cal-Water's Rule No. 15, Main Extensions. 
The Northern Cali!or:'J.ia agreement provides that Northern Cali!or:lia 
will adv~~ce to Cal-Water the ~otal installed cost of the !acilit.ies, 
estimated to be $34e,Sll. However, refunds, to be made under the 
percentage-of-revenue method of Rule No. 15, are not to exceed 
$56,000. This licitation on refunds, whicb,based upon the eo proposed 
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services for Vista Del Rio, would amo~~t to $700 per service, is 
comparable to the cost of similar facilities which would be needed 
to serve a no~al contiguous main extension project of comparable 
size in Cal-Water's Salinas service area.!! The difference between 
the final full cost. and the ultimate refundable amount. would be 
shown as a contribution in aid of construction. Cal-Water would 
apply its Salinas district General Metered Service tariff rate~ 
to the homes in the Vista Del Rio subdivision. The respective 
service areas are close enough to pe~it u.~ified operation ~thout 
need to add additional person.~el, unit water production costs 
would essentially be the s~e, and overall, allocated supervision, 
billing, accounting, engineering, a~d adoinistrative costs would 
be u.."lifor.n. Cal-Water would :lot have to obtain :my additional 
fra~chise to serve Vista Del Rio in that its present perpetual 
franchise from Monterey Cou.~ty is not lioited to service in any 
specific u.."lincorporated area. Cal-Water further states that after 
construction of the new well and ac~uisition of the developer'S 
second well it would ask the State De?a.~~ent. or Health to a:end 
its existing public water supply pe~it to incorporate the neW supply 
source. 

At this pOint it should be observed that ~ediately 
adjacent, on the westerly Side, to the Vista Del Rio subdiviSion, 
and also fronting on the River Road, is ~~other ~"ld ma~y times larger 
parcel of land which for the past two years has also been in 

Its application here is intended to insure that Cal-Wate~'s 
present Salinas district custome~s would be burdened ~~th 
water service rates no higher than those which otherwise 
would be in effect as the result of a no~al contiguous e~ension. 
Cal-Water's General Metered service rates bec~e e!fective 
January l, 1979 when Advice Letter No. 64; was approved as 
effective. Zone rates would here not oe appropriate o~ 
feaSible • 
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process through the various governmental ~geneies Who must approve 
development. Comprising 1577 acres, it will be known as Los 
Palmas Villages, ~~d is being developed by tos Palmas Ranch 
Partnership (Los Palmas) to pro·lide approximately 1;;00 multi-family 
and single-family residential units. The developers anticipate 
resolving the development issues and obtaining approval to proceed 
by 1981. The Los Palmas subdivision would extend much higher up 
into the foothills or t.he Sierra de Salinas mountains tha.."l ·..:111 
Vista Del Rio (See V~p, Appendix A). Lying side by side as th~f 
do, the two subdivisions would be a natural combination tor a 
shared water service. Accordingly the Los Palmas d~/elopers ha7e 
also asked Cal-Water to coordinate and supply water service to 
their subdivision when they are ready. The expectation of such a 
large combined service territory makes Vista Del Rio particularly 
attrac-cive to Cal-Wat'er, a."ld the Vista Del Rio syst.e::l designed by 
Cal-Water conte.oplates ~~ intertie of service. In addition, 
normally the county health depart:'lent ¥..vould also require that a 
$2,000 gallon emergency reserve storage ta.~ be provided within 
the Vista Del Rio SUbdiviSion,£! but in this instance both the 
health department a.~d the Vista Del Rio developers have agreed 
that it would be pre!erable to have this reserve placed On one 
of t.he much higher elevations available in the larger Los Palmas 
subdivision, and to eoobine it ·~th part of the Los Palmas reser/e, 
thereby providing both subdivisions ·~th a coobi~ed larger reserle 
~"ld an enh~~ced pressure capability. Accordingly ~or the present 

The cou."lty health departoent W~~tS such a water storage t~~ 
as an eoergen~ Water source in the event of power failure, 
earthquake, or other natural disaster. It. deter.:i~ed that 
normal usage a"ld short outages could be ha~eled by the under­
ground water supply system with its back~p pucp and power source, 
but that for the final systeo it would require a storage ta~, 
whether located higher up in Los Palcas Villages, or lower do~~ 
in Vista Del Rio. The dep~~ent concluded that it would slso 
be logical to wait or.. the good cha.~ce t.hat the tank could be put 
at the higher Los Palm as location, and thus be fed by gravity, 
rather tha.~ at the lower Vista Del Rio loea't.ion wr.ich would 
require costly booster pump equipment. 
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the health departme~t bas agreed to waive its usual requirement that 
a tank be installed within Vista Del Rio, with the condition that 
the developers must initially install a pressure system within the 
subdivision With capacity to provide domestic and fire protection 
capability with water drawn directly froc underground source, and 

to include a backup pump and power source. Later, When ;0 percent 
or Vista Del P~o's dwellings are occupied, or 2 years rrom the 
date or county acceptance of the on-site installation (whichever is 
earlier) the health de?a.~ment Will review the status or the Los 
Palmas project With the Vista Del Rio developer. If Los Palmas 
is not approved or is subst~~tially further delayed, and the health 
depart:ent deems it necessarJ, the Vista Del Rio developer at its 
expense will be re~~ired to then install a 52,000 gallon t~ for 
storage capability, using reserved lots 70 and 71.11 That installa­
tion ~uld then be contributed to the utility.gv 

Following filing of the Cal-Water application and ~~ 
amendment thereto,21 the Comoission sta!f detercined it to be 
reasonable and began proceSSing it ex-parte. However before it 
was adopted, on Nov~ber 20, 1979 Alisal Water Corporation (Alisal), 
a California corporation with its prinCipal place of businesS 
in Salinas, filed a for=al protest, asserting that public convenience 
~~d necessity did not require extension or Cal-Water service ~o 
Vista Del Rio,. that Alisal could more lOgically serve the Vis~a 
Del Rio subdivision, ~~d that Alisal's ra~es would be lower. 

1/ These lots will be en~~bered With a 100 x 100 foot easement 
reserved for possible installation of a water storage tank. If 
subsequently a water tank will not be required, the easement would 
terminate and the developer Will be permitted to develop the lots. 
The developer's performance in this regard Will be seeured b7 a 
bond With the county. 
The amendment clarified certain tec~~cal omissions in the initial 
filing and i'urnished a...~ estimate or a..~ticipated water consu:nption 
and projected revenues and expenses allocated to the new area • 
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On December 6, 1979, following up its protest, Alisal filed ~he 
instant application. Now serving about 20 percent of Salinas 
and certain adjacent unincorporated areas (See ~4P, Appendix A), 
Alisal proposes that it rather than Cal-Water be authorized to 
include Vista Del Rio subdivision in its public utility service 
area r$."ld be gra.."lted a certificate of public convenience and. 
necessity to install a water system in the area. At the date o! 
the hearing there had been no agreement or u."lderst~"lding reached 
between Alisal a.."ld Northern Cali!orm.a for a main e~ension. 

Assuming that. t.his Con:.r:::ission were t.o designate Alisal 
as the water public utility to serve the area of the Vista Del 
Rio subdiviSion, coneurrent with the gr~"lting of a certificate o! 
public convenience. and necessity, Alisal w~~d also ask authori­
zation be gr~ted,. pursu~"lt to the proviSions of Sect.ion 491 of 
the Code, to negotiate ~"ld enter into an agreement. With Northern 
California, an agreement Which pr-i...:larily would be a sta:ldarc! 
main extension agreement, out one incorporat.ing certain deviations 
£ro:r. Alisal' s filed Rule No. 15, Main Extensions. These de-liations 
would require that Northern California contribute as an aid to 
construction, the entire installed cost of the facilities, 
estimated by Alisal to be $247,627, ~th no provision for refu."lds. 
The facilities as proposed by Alisal would include cons~ruction 
or a ~wo-well water system equipped ~th p~ps, motors,and necessarJ 
appurtenances, approximately 7,200 feet or 8-inch, ~~d 975 feet o~ 
6-inch AC pipe, eo l-inch services and 11 fire hydrants along wit.h 
the necessa.~ valves and fittings. Alisal goes oeyond Cal-Wat.er, 
however, in that it also includes a SO,OOo-gallon water storage 
tank with appurten~~t booster ~"ld a 100 kW diesel electric sta~d-by 
generator in its proposal. Alisal would also require that the 
existing well be contributed by Northern Cali£ornia together with' 
pumping equipment, easemen~and well site at an estimated value of 
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$20,500. Alisal would also apply its present General Metered 
service rates to the subdivision. The subdivision and Alisal's 
present area are close enough together to pe~t operation without 
employment or additional person."lel, and. ad::linist.ration would 
essentially be uniform for the old a."ld new custO::lers. As ~'i tn 
Cal-Water, Alisal would not need to obtain a franchise from the 
county to cover the requested addition as its present per?etual 
fra."'lchise is not limited to any specific unincorporated areas. 
It would ask amendment or its public water supply permit .from 
the State Health Depar-~ent to cover the new source of supply. 

Because the two applications pertained to the s~e 
subdivision. and involved related questions ot tact ~d law, they 
were consolidated by the ~inistrative Law Judge .for hearing 
and decision pursuant to the provisions of Rule No.5; of this 
Commission's Rules of Practice a.~d Procedure. A duly noticed 
public hearing on the consolidated proceedings was held Dec~ber 27 
and 2S, 1979 in. Salinas, California, before A~nistrative Law 
Judge Jo~~ B. Weiss. At conclusion or the hearing the consolidated 
matters were subcitted. 

At the hearing evidence was presented by Cal-Water's 
vice-president, its Salinas district manager, and its chief tec~cal 
officer responsible for planning, desi~a.~d const~ction; by 
Alisal 's president-general ma."lager, and its consul ta.."lt (a licensed 
civil engineer); by Northern California's president; by Ha...""'rod 
Home's vice-president; by Los Palmas' managing pa."""tner; and by a 
supervising s~~taria..~ for the county of MO~terey's health 
department. 

At the hearing counsel for Alisal moved to diS:iss 
Cal-Water's application after conclUSion of Cal-Water's case-in­
·chief on grounds that Cal-Water had not complied. With the provisions 
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of Rule No. 1$ of our Rules ~~d Practice and Procedure.10I 

.A!ter pOinting out that where, as here, the proposed project is 
routine ~~d involves a stable, well-known, sizable, and eX?erienced 
water company, little cost detail ~ay be required in a given =atte~ 
unless during its review of the application the Co~ission staff 
requires it to ~ake a determination, a~d that in this consolidated 
proceeding Alisal could get a reasonably detailed breakdown iroo 
'Witnesses present in the hea..."'"ing roO::l if Alisal wanted theI:l, 
Judge Weiss took the motion ~~der co~ideration. We here~~th deny 
the motion. While Alisal is tec~~cally co~ect in pointing out 
that Cal-Water·s application only ~arily described the proposed 
system to be installed, mentioning wells, pu=p, motor-piping, 
services, hydra~ts, etc- for the So-unit subdivision, and gave only 
the total cost of these facilities, these facts were in this 
routine installation deemed sufficient to wa.~ant processing the 
application on an ex parte basis Without de::anding a breakclo ..... ':O,. 

~he total cost ~~s reasonable as defined by the st~r·s 
experience a~d ~ore was not needed. The staff'S experience has been 
gained in evaluating n~erous other subdivision applications over 
the years. The utility ~aking the application enjoys an excellent 
reputatio~the sa:e reputation ..... ~ch first led the o~~1cers o~ 
Northern CalifOrnia, Harrod Homes, a.:ld tos Pal::las to seek Cal-Water 
as their water utility. In our opinion the public interest ..... ~ 
considered and quite adequately protected under the procedure 
£ollowed.JJ.! 

Which provides that an application by a water utility ro~ a 
certificate of public convenience and necessity shall contain, 
inter alia, "a statecent detailing the estimatecl cost of the 
proposed construction Or e~ension ••• " 
Any technical de!ects a.-ising out of Cal-Water's failure to 
provide detailed breakdo ..... ~ of the project's estimated costs were 
cured by the ~~wers arising from the extensive Alisal questions 
put to adverse witness Jeptha A. Wade, Jr.~ Cal-Water's chie~ 
technical of£icer. 
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Testimony at the hearing also put the role of the water 
storage tank into proper perspective. It is not required for 
every day provision of domestic water and fire protection; rather 
the county health department wants the storage tank as .an emergency 
water reserve in the event or power-failure, earthquake, or other 
natural disaster. It agrees that domestic usage, fire protection, 
and. normal or expected outages could be ha."'ldled by drawing directly 
upon the und.ergrou.."l.d water supply, and by the back-up pU::lp and 
power source pl~~ed, ~Ut for the final completed system the county 
contends it also will require a storage ta.~, whether located high 
up in Los Palmas Villages (the preferable location for distribution 
by gravity) or lower down 'Within Vista Del Rio ('Where a 
booster will be required.). 

Early o~ i~ the hea.-ing,counsel for Alisal made reference 
to seven factors which in certain prior certification proceedings 
have been held to be applicable in determining which of two competing 
water utilities should be certificated. to serve a new area. 
Thereafter Alisal structured its hea.~ng presentation around thes~ 
factors. In the precursor of this analyticaJ. approach, Sa."l Ga.briel 
Valley Water Co. (1969) 69 CPUC 339 (and also that predecessor 
most reflective or the issues at bar herein), these seven factors 
were identified as: 

1. Financial sou.."'ldness a:ld ma...'"lagerial ability, 
2. Adequacy of water supply, 
3. Adequacy and cost of new systc, 
4. Utilization of new system in providing 

additional back-up facilities for existing system, 
5. Proximity of new area to the logical operat.ing 

territory of the utility, 
6. Level of rates to be charged neW customers, and 
7. The pre~erence of the developer. 

~le Cal-Water did not agree to constrain consideration of the 
issues to these factors p the evidence adduced and t.he ar~en~s 
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presented by both parties largely followed that outline. with 
most of the evidence presented being directed to development of 
cost components in the respective proposals, ascertain=ent or the 
differences between these costs, ~~d exploration or the reasons 
for these differences. Su=oarized by major cOQPonents, the 
installation costs as estioated by the two protagonists are: 

The Major Com~onents 
Y.a1ns 

Services 
Hydrants 
Storage Tank 
Wells, pumps, pressure 

tank, auxiliary housing 
~~d equipment . 

Total Estimate 

Per Cal-Water 
$127.996 

16.066 
17,749 

* 

Per Alisal 

$80,746 
11,977 
10,e60 
23,,500 

*Cal-Water's proposal included no dollar allo~~ce 
to cover a water reServe tank, although it did 
provide that if the co~ty subsequently required 
a t~~ to be located within eontines o£ the 
Vista Del Rio subdivision the developer would 
provide it as a contribution in aid of construction. 

In accord With its norcal construction policy and practice, Cal-Water 
would not perform the construction itself but would employ the 
services of a..~ outside construction £ir:1 (West Valley Const:"Uction 
Comp~~y),12/which,under the superviSion or Cal-Water's chief engineer 
Wade and other Cal-Water perso!lnel, would per!o:r:l all i::lstallation 

Cal-Wat.er, faced with nu:nerou.s large and s:lall extension and 
other construction tasks to acco.cplish each year, elects not to 
retain its own ~onstruction crew. Rather,it ~ually enters into 
a continuing contract with a local pipeline construction !irm to 
h~dle installation projects. Thus it has at hand in advance 
fixed unit prices applicable to different classes of ~rk, enabling 
Cal-Water to a."lticipate costs for periods in adva:o.ee and to offer 
firm estimates. Here, West Valley is the local rim doing Cal­
Water's main installation work in the Salinas district. The Cal­
Water esticates thus reflect West Valley's fixed unit charges, 
including allowances tor eontrac~or's overhead and profit, and is 
based strictly upon union labor rates .. 
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work on this project.. Alisal 'WOuld use its permanent field 
service employees, augmented as necessary With temporary additional 
la.bor, and all under the supervision o! its president Adcock (an 
electrical contractor) and its retained consultant Tunstall (a 
registered civil engineer), to accomplish the installation. The 
employees of West Valley Construction Company are union; those o~ 
Alisal are not .. .uI As of the hearing Cal-Water· s installation pla."'ls 
had formal approval or the county while Alisal, having rushed its 
proposal through in order to compete here, had not yet received 
formal approval. However, Alisal's president testi!ied he had 
information that the health depa:"'tment had reviewed the plans, that 
they met the department's criteria, ~~ that th~ would be app~/ed. 

Thethrust of the testimony presented by the interested 
party, Northern C~ifornia, as well as that trom the ma."'laging 
partner of Los PaJ...mas" went to support their strong stated preference 
that Cal-Water be the certified utility- Nort.hern California was 
also vitally concerned With any delay and its cost. 
Discussion 

In Sa."l Gabriel (SUpra, at p. 34;) we stated that "among 
the factors to be considered when deter.=ining ~~ch of two competing 
utilities should be per=itted to serve a new area" were the seven 
set forth in our Statement of Facts.. Our applica."'lts to the insta."'lt 
proceeding choose to present their cases f~~ed in the context of 
these factors, and to a considerable extent we, too, will proceed 
in that context. 

(1) Fina"lcial Soundness and M~nagerial Abilitv 
Comparison of eachts financial sou.~dness a~d ~anagerial 

capabilities tends to ineicate that while either utility would be 

1lI Alisal's president testified that "the major difference" in the 
proposals of each utility arose from the fact that Alisal would 
use it.s o'Wn outside employees and hire supplemental workers, all 
paid on 'the basis of water work employment wages, .... hereas a pipe­
line contractor usually works with a union work erew paid union 
pipeline wages which are higher. And in aedition Alisal would not 
charge overhead or profi~. 
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able to complete the facilities installation at Vista Del Rio, 
and could provide the needed water service, because of its 
varied a."ld extensive experience, superior capital structure, a.."ld. 
in-depth ma"lagerial strength, Cal-Water must be considered the 
stronger ca."ldidate. Serving over 1;,000 customers in its Salinas 
district alone (a"ld over 300,000 in Cali!ornia) Cal-Water would 
bring tremendous back-up to this small subdivision. Certainly 
addition of eo more customers would make no signi!ic~"lt impact 
upon the utility's resources.14/ On the other hand, for all the 
competence displayed in this proceeding, Alisal is substa:ltially 
a one-ma."l operation. Addition or $0 more customers to Alisal's 
3,;00 would be signi!ic3nt, representing about hal! a year's ave~age 
growth. Alisal necessarily must depend upon outSide professionals 
for engineering des'ign services in a."lY depth. To both utilities 
the addition of $0 :custooers mea."lS operational e!!iciencies a.."ld 
lower unit costs; and neither would have to add pe~anent perso~el • 
One important measure of the fina."lcial strength each has is the 
relationship of advances to capital. Cal-Water's ratio is only 

AlisaJ. charges that Cal-Water really has no indepen-
dent interest in serving Vista Del Rio, and that its only interest 
is that it offers a stepping stone to the 1,00o-l,50o-~t 
subdivision anticipated for Los ?~as. ~le readily a~itting 
its interest in Los Pal:as, Cal-Water points to the fact of a 
Signed contract binding it to Vista Del Rio (this Co==ission 
concu.~ing). But Cal-Water also points out the advantages of 
the association of interests between the subdivision. This 
interrelation is readily app~ent froQ a gl~~ce at a topographical 
map 01" the area (See E~~bit No. l). The wells in Vista Del Rio 
ca.~ produce more water than the subdivision requires and could 
readily be tied into an area systeQ With Los PalQas Villages. This 
ready dovetailing of facilities interests both developers also. 
The dovetailing opportunities present in one large quarter- to 
hal1"-million-gallon e:=.ergeney reserve ta.'"lk high up in Los Pal::as 
to serve both subdivisions have been or interest also, a:ld would 
obviate the need for several individual subdivision t~s. As 
both stated, the developers seek the deoonstrated soundness ~"ld 
expertise offered by Cal-Water. Here their interests interrelate • 
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~ 15 percent whereas Alisal represents its ratio to be 46 percent.l2I 
Reputation is also a.."'l indication, and it is not without significance 
that both Northern California and. Los Palmas, 'With long-ter.:l aware-

~ 

• 

ness of both utilities and a first-naze familiarity, Citing local 
reputation in the business ~"'ld fin~cial comcunity, sought out Cal-Water 
in preference when the need for utility service arose with each.16! 

(2) Adecuaev or Water Sup~lv 
In that ooth utilities zust depend upon the s~e on-site 

sources of water to meet domestic, fire, and ~ergency requir~ent$ 
in this noncontiguous subdivision, there is really nothing to 
differentiate between the two as regards adequacy of the wate~ supply. 

Whe~ application of the water supply is considered, aside 
from adequacy, there is one difference between the proposals that 
merits comment. It involves the emergency supply mandated by the 
county health depa.~ent beyond no~al domestic ~"'ld fire protection 
resources. Alisal ~uld meet that re~ir~ent ~ediately by 
providing a 52,00o-gallon ta..~ within the Vista Del Rio-subdivision. 

121 Alisal presented. fina.."'lcial infor.=ation from unaudited reports 
for both June a.."'ld Sept~ber, 1979, a cir~sta..~ce revealing some 
small disparities. 
The president of Northern Califo~a testified that he was not 
convinced that the proposals were equal and. that his savings and 
loan company preferred service fro::n Cal-Water. Cal-Wat.er's repu­
tation was further at.tested to by evidence of take 07er contacts 
received from Salinas Hills Water Co. and Pine Ca~yon Est.ates, two 
local independents. To support its asserted capability to ~~der­
take a.."'ld successfully com?lete a project of t.his nature a~d size, 
Alisal's president testified of the experience Alisal gained in 
1978-79 successfully c~?leting installation of a..~ integrated water 
system project to serve a World War II ex-prisoner of war c~? 
(Camp McCallu=, located 4.5 miles southeast of Salinas) conve~ed 
by a farm labor cooperative organization ~der FHA financing into 
60 reSidential units for fa.~ labor faoilies. Under Alisal su?e~ 
vision a.."'ld using developer-furnished labor, the $125,000 water 
installation project was completed in timely fashion within budget. 
Renamed San JGrardo, the ll~ acre subdivision is now part of 
Alisal's service territory (See Decision No. 87610 datee July 19, 
1977 in Application No. 57342). Alisal's president further refer­
red us to the fact that in 1975 it had successfully drilled a well 
and installed 2,000 feet of l2-inch-?ipeline to serve a county 
corporation yard. That proje~ involved trans£er of service 

(Continued) 
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Cal-Water would propose t.o rely for this emergency supply upon a 
much larger tar.k to be located hig."" up in the adjacent Los Palmas 
subdivision, a subdivision now laboring its way through the local 
agency approvals mill. This latter ta..'1.k would 'be integrated 'With 

the Los ?almas requirecents and serve both ~~bdivisions With 
subst~~tially larger margins or reserve. !his la~ter method would 
depend upon gravity fl~~ rather than booster pumps ~~d is preferred. 
In recognition or this the health department. has agreed to per=it 
postponement of a t~'1.k installation by Cal-Water pending Los ?aJmas 
develop~ents. Either way, Vista Del Rio will get its emergen~/ 
supply, but the Cal-Water proposed installation is superior in 
concept. 

(3) Adecuacv and Cost of New System 
We have reviewed ~~d considered the evidence presented 

in this consolidated proceeding, a..~d fro~ tr~s we conclude that 
Cal-Water and Alisal have both proposed systems which would be 
adequate ~o meet the basic wat.er service requirements of the 
Vista Del Rio subdivision. Indeed, apart froe the differing 
approach each would take to resolve the emergen~J reserve re~ire­
cents mandat.ed 'by the county health department., there is really 
little subst~~tive difference in the basic installation each would 
offer. Obviously in some respect.s the Alisal construction would 
be more strictly utilitari~~, whereas that p~oposed by Cal-Wa~er 

16/ ( Continued) 
territory from Cal-Water to Alisal to enable Alisal, the utilit.y 
With the nearer faCilities, to serve the county yard which was 
situate~ on the ser/ice bou.~darl line between the utilities. By 
this CommiSSion approval allowing Alisal, the closer u~ility, to 
serve the county was saved appro~~tely $34,000 in main e~ension 
costs (See Alisal Advice Letter No. 22 dated January 9\ 1975 ~d 
Cal-Water Advice Letter No. 473 dated J~~U~I 19, 1976). 
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reflects somewhat more or 'the quality aspect or the subdivision.11I 
But while the qualitative disparity accounts for some of the 
difference in cost between the two proposals, the big distinction 
arises from the application of diverse labor rates, and from the 
fact that Alisal includes no allowance for overhead and prorit.1Sj 

As noted elsewhere, the explanation or the diverse labor rates is 
that Alisal would use its o ..... -n nonunion field et:lployees, aUg:::lented 
as needed by temporary hires. These people are paid on the basis 
of their being nonunion water works e::lployees. On the other hand, 
Cal-Water uses a pipeline contractor to do its installation, and 

that contractor ecploys union labor paid union pipeline scale. 
Finally, Alisal proposes to charge no overhead or profit in its 
bid, whereas Cal-Water cost includes passed-through overhead 
~~d profit elements. 

For exa::lple, Alisal would erect f'ra::le structures t.o house the 
pu:nps a."'ld standby generators, makes no allowa.~ce for other tha:l 
mini::lal site preparation a."ld provides only a s:la11 la.~dsca?ing 
allowance. Therefore in its proposal it need include only $7,;00 
for these items. On the other hand, With acquiescence of' the 
owner-developer, Cal-Water provided for more substantial concrete 
block-housing structures for this equipage, and has allowed ror 
site preparation and landscaping CO:mle!lSura'te ,. .. 1 tb. the general 
l~~ class nature of the subdiviSion and to achieve archi­
tectural compatibility. Accordingly Cal-Water allowed $~7,OOO ror 
these hi~~y visible itecs. As another e~ple or utilitariani~ 
v. Quality contrasts in the proposals, Alisal would.double up on 
many of the service lines leading rrom the main to J.ndividual 
lots, using one service line to serve two lo~s, thus lessening 
costs. Cal-Water's s~andard, applicable to a quality develop~en~ 
with acre sites as is the case here (Cal-Water's breakpoint !or 
split-services is at the $,000 square foot ~int), requires each 
lot to have its own individual service !r~ the main, thereby 
minimizing such things as noise interference. Obviously, indi­
vidual service lines are more costly than split-services. 
Transcript: p. 157, lines 3-25. 
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On 'O.elance, of the t.wo proposals Alisal' s is the less 
costly,12I ~~d it would ~urt.her appear that i! Alisal's proposal 
were adopted, ~~d if the savings were passed through by Northern 
California to lot purchasers, a lower price per lot to purchasers 
could result.. Of course we have no means to assure such a pass 
through;this Commission has no jurisdiction over real estate sales. 
It is also a cocmonplace that cheapest is not always the best. 
M~~y considerations ot.her th~~ price alone enter int.o contracting 
decisions. Nonetheless, the tn.-ust of Alisal's protest ~~d arguQent 
is 'Chat in view of its less costly proposal, and 'With pass t.hrough 
a possibility in a cOQpetitive real estate market, the '~~blic inteTest 
reouires that this CommiSSion should intervene to refuse sa~ction 
to the Northern California/Cal-Water agree.oent and deny certification 
to Cal-Water, a..'1.d instead to grant Alisal authority to contract 'With 
Northern California to accO!:lplish the financing of the syste:l 
proposed, a.~d also to gra..'it Alisal certi!ication. 

But does the public interest reouire it? In a situation 
such as that before us, where the owner-d~/eloper of a noncontiguous 
real estate subdivision selects, wants, and has contracted (~~bject 
to our approval) with a qualified local water utility for ser"/ice, 
is it the proper bUSiness of this Com:issio~ to intervene u?o~ the 
protest of a second (and by-passed) water utility now seeking to 
serve the sace noncontiguous subdiviSion, when the 

The ey~ct amount of the diffe~ence is difficult to ascertain. 
So~e factors c~~ot be exactly ?~ced. ~or exa:ple, while the 
Alisal proposal casts the cost of the entire project as a 
contribution in aid of constr~etion, the Cal-Water ~roposal 
provides that ap?Toxicately $56,000 out of the total cost would 
be an advance froQ the owner-developer subject to possible 
refu.~d (whereby 22 percent of revenues over a Zo-year-period 
conceivably could be refunded). There is no way in advance 
to determine the effect on the ultimate purchaser when it eo=es 
to trying to factor in refunds under the Cal-Water agree:ne:;:t, 
'Wi th No~hern Cal ifol'T.i a, but there would be SOt:le • 
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interven~ion is based upon a proposal which would be less 
costly to the owner-developer of ~he subdivision, and the 
lesser costs are to be den ved from cheaper labor rates and froc. 
omission of any overhead or profit elemen~s? In reali~y, these 
are the issues before us. 

The purpose of the Public Utilities Act is to assure 
customers that a public u~ility will provide them wi~h adequa~e 
service at reasonable rates withou~ discrimination (Pacific Tel. & 
Tel. Co. v Public Utile Coom'n (1950) 34 C 2d $22 at $S6). Such 
rates necessarily must reflect ~he costs of materials and service 
going into the plant. It is settled that a public utilities 
commission has power to prevent a utility froo passing on to its 
custooers u.~reasonable costs for materials and services (Paci!ic 

Tel. & Tel. Co. v Public U~il. Com='n., supra at S26). Fu~her, 

by use of' its authority to grant or deny entry to a new service 
area, this Commission effectively c~~ insure that any main extension 
contract necessary to effect entry, and ·dhich involves unreasonable 
costs, cannot be implemented at all. But unless it c~~ be clearly 
shown that the components making up the costs of the materials and 
services in such a main extension contract are unreasonable, it 
should not be the business of' this Co~ission to in~erfere on 
grounds of cost with the rights of parties to contract 'With whom­
ever they please for these materials ~~d services. In ~he inst~~t 
case the component costs at issue are those of' labor, and over-
head ~~d profit. The questions to be ~wered are whether in 
this context (1) the labor rates used by Cal-Water are unreasonable, 
and (2) it was unreasonable for Cal-Wat.er to include overhead and 

profit. 
Whether labor rates used by a particular public utilit.y 

or its subcontractors are unreasonable is priQarily a matter to 

'be judged on :f'actors inherent to that particular utility, rather 
than by comparison with the rates o:f' another utili~y. ~e industr.y 

• standards may 'be helpful, they ca..'1.not be determinative or the issue, 
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and it certainly is not the function of this CoXCI:lission to try 
to establish wage levels within an industry or for a particular 
utility (Oakland v Key Svs. Transit Line (1953) 52 CPUC 779). 
Public policy in this State favors resolution or wage issues 
directly between the pa.-ties involved. Thus the reasonableness 
of rates is not a question of whose rates for labor are the lowest. 
Nor does it matter Whether the labor rates applicable are union 
or nonunion; either or both may be reasonable. As long as the 
labor rates involved, whether union or nonunion, are not otherAise 
u.."'llaw.f'ul or unconscionable and have been freely a.""'X'i ved at 
between the parties as the result or a~ ar.o's-length concert, tbe 
rates are reasonable. Use or labor rates so derived and constituted7 

as part of the costs making up charges for materials and services 
to be rendered by.a utility, meets the requir~ent or Section 451 
of the Public Utilities Code that such charges be just ~ 

• reasonable, ~~d a contract price for materials and services derived 
!rom them is ordina.~ly accepted as a proper cost to a utility 

• 

for such materials a~d service (Paci!ic Tel. & Tel. Co. v Public 
Utile Cornm'n., supra). Accordingly, the mere fact that Alisal offers 
~~ installation based upon cheaper labor rates than those used 
by Cal-Water, the !irst utility on the scene, will not in itself 
require our intervention to deny a certificate to Cal-Water 
in favor of awarding a certificate to Alisal. 

We believe a similar ~~ysis is applicable to the 
question whether or not it is reasonable to include overhead and 
pro!it charges in installation proposals. In a free enterprise 
~stem businesz necessarily must be coneucted to make a profit, 
ane a profitless business does not long survive. A reasonable 
charge for installation may incl".lde :nore tha:l. merely the labor, 
materials, taxes, insura.'"lce, and other costs or installation; it may 
also properly include overhead and an. equitable re'tur1l7 or proi"it, 
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for the capital invested in the business entity. Accordingly, in 
the instant matter C31-Water's agreement with Northern California 
is not unreasonable merely because it would pass through overhead 
and profit elements. Here, on the other hand, in order to obtain 
Vista Del Rio Alisal proposes to further underbid Cal-Water by 
including no overhead or profit elements in its proposal. It is 
able to do this because it won't have to go outside to get the 
labor. Instead it proposes to use (a:.d charge Norther:l California 
for) the labor services of some of its own permanent field personnel 
to perform the installation work. But the wages, overheacl and 
profit for the labors of these personnel are already being paid for 
once. They have been fac-eored into rates authorized previously 
by th1s CommiSSion for Alisal's eXisting operation. These 
elements are already being paid for by Alisal's 3,;00 existing 
customers, and therefore these customers would be subsidizing Alisal's 
lesser bid to construct Vista Del Rio. Because of this subsidy 
Alisal's proposal does not reflect what other~~se would be its 
actual cost of rendering the materials and services proposed. In 
the context of comparing proposals for certification ~rposes, a 
proposed charge which is less th~~ actual cost to re~der the service 
is not a reasonable Charge. 20/ 

If it had been shown. that Cal-Water was in SOme .fashion 
exacting unreasonable charges from Northern California for the 
materials and services it would be furnishing, a case might ~ :lade 
for our intervention. But such is not evident here. Nowhere has it 
even been asserted that Cal-Water's agreeoent With Northern California 
contains unreasonable charges. All that has been asserted and sho ..... ":l 

is that Cal-Water's charges would be higher than those that Alisal 
would charge. There was nothing shown to be unlawful, unconscio:laole, 

Indeed, pricing services below their real cost ~th a deliberate 
design to drive a competitor out of tbe competition has bee~ 
conSidered a predatory practice, and will not be approved by 
this CommiSSion. 
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extortionate, or other~se excessive abou~ Cal-WaterYs charges -
only that they are within a zone of reasonableness. Thus we are 
asked to substitute our judgment for that of the res?onsi~le officers 
of the respective comp~~ies as to With whom they should contract so 
that Northern California can obtain the quality installation and 
reliable service it w~~ts for its new subdivision. There is no 
shOwing of any lack of independent choice which is essential to taint 
a contract. Northern California is well-experienced in real estate 
matters. Cal-Water is a respected, co:petent, financially sound 
water ~tility merely applying its standare predete~ined fixed unit 
prices to a proposal. While neither private cocpanies nor utility 
companies can, by contracts made between themselves, control a 
matter that is affec~ed "Hith a public interest, in situations such 
as the one at h~~d the Co:=ission will not interfere to denegate 
or impair the basic residual right of the parties to contract with 
whomever they choose, so long as the terms arrived at are neither 
u.~conscionable, oppreSSive, Or unreasonable, ~~d do not impair the 
utility'S ability to disch~ge its duties to the public. 

(4) Utilization of New System in Providing Additional 
Backu~ Facili~ies for Existing System 

3etwee~ the applic~~ts there is little to differentiate 
how each would utilize the new addition to back up each's eY.isting 
system. Both woul~ achieve operating efficiencies, and each would 
lower unit costs. Neither would require additional perso~~el to 
operate the resulting augmented syst~. Vista Del Rio would both 
benefit and be benefited by some de~ee of integration ·~th Los ?a1mas 
Villages ~~en the latter is bUilt,21! and such integration would be 

tos Palmas proposes to develop approximately l,;OO residential ~ts 
on the adjacent 1,577 acres or the former Violini property. The 
project is currently being processed through local gove~ental 
agencies and the cou.~ty pl~~~ing dire~or was told by the Board of 
Supervisors to ecploy ~~ outside consult~~t to plan the develoycent. 
This is now being done. The project could be approved for sooewhat 
less th~~ 1,;00 units,or even more. In the study stage for 2 years, 
it could be awhile longer before the subdivision is constructed. 
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more probable if Cal-Water ootains Vista Del Rio than were Alisal 
to receive approval, in that the Los Palmas developers testified 
they would also want Cal-Water as their water utili~Y.2Z/ If 
Cal-Water has both, the syste::s can be integrated. Integratio:l is ttnlikelj" 
it Alisal obtains approval to serve one of the subdivisions. 

(5) Proximity o~ New Area to the Logical 
Operatin~ Territorv of the Utility 

While the 'bulk of Cal-Wat.er's existing service territor'! 
lies bet.ween Alisal's serlice territory and the Vista Del Rio 
proposed subdivision, the actual travel distances from the respective 
utility yards are very close, being 9.7 miles vs. 7.2 miles. In 
this day of radio-dispatched utility trucks that dif~erence is not 
very signi£icant.~ 

(6) Level of Rates to be Charged New Customers 
Comparison or service charges ~~d quantity rates which 

each utility would apply r~/eals that at the consumptiOn rates 
~~ticipated for this subdivision, 19 Ccf per month, Cal-Water's 
rates would be a shade less th~~ those of Alisal. For greater 
consumption Alisal's rates would be higher; for less consumption 
Alisal's rates would be less. 2J../ 

The Los Palmas ma."'laging partner made it very clear that in his 
order of priori ties he would first. choose Cal-~rI1at.er (and hac 
already asked Cal-Wat.er for assist.ance) 1 a mut'illal second; and that. 
if he could not ha",e Cal-Wat.er he'd prefer a mutual and -...:cult! "go 
the mut.ual route before going the t.hird choice" (~~other utility­
including Alisal). 
Alisal has an interest in Toro Wat.er Ser/ice, Inc., a small wa::er 
ut.ility serving a residential area on Route 6$ on the way to 
Monterey. The Toro area is about ecruidis-:.a..~t from Vista Del Rio as 
is Alisal; however Toro does not have the equipment and facilities 
to operate a syst.em at Vista Del Rio. 

~ In this regard, Alisal's statement contained in its protest to 
Application No. 59225 that its rates would be lower, is not 
supported by the record. 
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(7) The Preference of the Developer 
In this matter the owner-developer, an e3tablishe~ California 

savings ~~d loan organization with substantial experience in the 
field, on the basis of reputation and past experience, prefers 
Cal-Water. The president of Northern California testified. as 
follows: 

"Our experience with Cal-Water has been very 
satisfactory, and it has been over a nuober of 
years. They have shown to be reliable a...~d have 
been able to meet their c~itments in establish­
ing and maintaining good water service. I think 
it's obvious and logical that we would choose 
people whose reputation was good and whose 
experience we have been able to judge ~~d view 
over a number or years. We contacted Cal-Water 
because we felt they were the right one and the 
best one to· serve that area. We still believe 
that, and that is the reason ~~ Signed a contract 
to have that job done." 

In reply Alisal's attorney argues that the matter should not be 
decided on what the developer9 s preference is. ~le the preference 
expressed by the owner of the land c~~ot control the COQCission's 
action, in our op,inion it still remains a.~ important factor to be 
considered (Park Water Co. (1941) 43 CRC 627; see also Sa."1 Gabriel 
Valley Water Co., supra ~nere the preference or the developer was 
also a consideration even though the other water coop~~y's est~ate 
was over $100,000 less than that of the preferred utility·s). As 
we stated earlier, there are ma...~y considerations other than cost 
that enter into a decision with whom one wants to contract. Ee~e 

we deal with estimates, not fi~,binding contract ~rices, a~d the 
owner-developer must ~ay the total o~ the final i=stalled costs 
even though the full extent of these costs are ascertained only 
atter construction is completed (W. Art Sutter (1geo) Decision 
No. 911$9 in Case No. 10647). Conse~ently reputation and 
experience as exemplified by a good, solid track record are strong 
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decisional factors. The owner-developer here is an institution 
well-versed in such matters. !t wants and is 'Willing to pay for a 
quality installation and understandably prefers to rel~ upon Cal­
Water's proven reputation. Alisal's biggest accocplisbment is 
San Jer~do, but San Jerardo is not the equivalent of Vista Del Rio. 

To the above factors, we add one mOre: 

(8) First in Point of Time Filed 
~le mere priority of filing does not alone dete~ine 

the gr~~ting of a certificate, under some considerations it is a 
factor to be conSidered (Wes~ Wa~er Co. v P.u.c. (1972) 73 CPUC 69).~ 
In this inst~~ce Cal-Water filed its Application October 22, 1979; 
Alisal filed its application December 6, 1979. 

In conclusion, we find that althoug.~ Cal-Water is 
!in~~cially the considerably stronger c~~didate, both applic~ts 
have the re~uisite' financial ~~d m~~agerial ability to cocplete 
installation of a water supply syste: at Vista Del Rio, and both 
could provide satis!actorf water service. Both utilities would 
depend upon the saoe water sources ~~d the system proposed by each 
is baSically adequate although Ali sal 's is more strictly utili tari3!l. 
As was recognized by the Cou.~ty Health Depa.-tment, Cal-Water's pl~~ to 
coordinate the Cou.~ty-required emergency water reServe with that 
for Los Palmas, and to locate a large supply ta~ up in the Sierra 
del Salinas foothills where it could serve both subdivisions is the 
preferable plan. Alisal's proposed systeo is esti=ated to cost 
less than that of Cal-Wa~er, primarily as a conseque~ce of its 
projected use of nonunion in-house labor, its forgoing of 
overhead and profit, and its more utilita.-ian construction. The new 

Here, in that both applicants could satisfactorily serve ~he 
new area, the first to £ile is entitled to some consideration 
for his initiative a~d diligence • 
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system ~uld complement either utility's existing system equally 
and would provide operating economies to either while necessitating 
no addition of personnel to either. Cal-Water's existing operating 
territory lies between that of Alisal and the new system, although 
the respective utility yards are almost e~distant. At the 
~~ticipated consuoption levels for this subdivision, Cal-Water's 
ra.tes would be slightly less 'Chan those of AlisaJ.. The o-w.ner­
developer strongly prefers service from Cal-Water. With the 
cooperation of the owne:r-developer, Northern California, Cal-Water 
was the first to file to obtain authority to install a syste:l a:ld 
serve the new subdivision. 

After consideration of all the releva:lt factors involved 
we conclude that Cal-Water's application should be gr~ted, and 
that it should be ~uthorized to deviate from the provisions of 
its Rule No. 15, ~n Extensions, as requested. 261 Alisal's 
application should' be denied. As discussed in the paragraphs above 
devoted to a~alysis of the respective factors, we further conclude 
that the only factor clearly favoring Alisal's proposal was that 
of the cheaper cost, ~~d in that regard dete~ine that where the 
cost elements proposed by a utility preferred by the o~er-developer 
of a subdivision desiring service are in no ~~y shown to be un­
reasonable, we will not be disposed to intervene to substitute our 
judgment for that of the owner-developer ~o must assume all the risks 
in such a development venture. 

Considering the desperate conditions prevalent today in the 
real estate subdiviSion business, a.~d the critically volatile, state 
of financing Commitments, the old adage that "ti::le is :loney" was 
never more true. Delay is very costly here to the o~er-developer, 
Northern California. In its sequence of development it is ready 
now for installation of the water system a~d delay only translates 
to great expense. ConSidering this situation 'we 'Will make this 
decision effective the date it is signed. Furthermore, since sub­
miSSion, the CommiSSion has learned that Northern Cali!orniap 

impatient at mounting costs of delay, went ahead and used a local 
construction firm to install most of the water main syste:l. Cal­
Water's personnel allegedly closely inspected, if not supervised, 
the installation (See Case No. lOS42). 

-26-



• 

• 

• 

A.59225, 59320 ALJ/jn 

One matter remains. As a condition of our approval of 
Cal-Water's application~ Cal-Water Wi:l be required to add an amend­
ment to its contract .....-ith Northern California in the form of a 
proVision that Northern California agrees that it 'Will advance as a 
nonrefundable contribution in aid of construction any and all eosts 
which may be involved in providing that share of the costs for a 
site ~~d emergency reserve water supply tank attributable to Vista 
Del Rio should it be ultimately det.ermined that such a tank 'Will 
be located outside Vista Del Rio subdiviSion and shared 'With .9:lot.her 
subdivision. 
Findin~s of Fact 

1. Several years past Northern California purchased a 94-aere 
tract ~~d is developing it to constitute a residential subdivision 
of SO one-acre homes southeast of Salinas in Monterey County. The 
subdivision is kno'Wn. as Vista Del Rio • 

2. There are no water utilities, either public or privately 
owned, contiguous to, or in the immediate vicnity of the subdivision, 
in a pOSition to serve the Vista Del Rio subdivision. 

3. Based upon long years of satisfactory experience with 
Cal-Water, Northern California deter.Qined upon that uti11ty as its 
water service provider in preference to a mutual, and asked the 
utility to design and construct a water supply syst~ and thereafter 
to provide water service to Vista Del Rio. 

4. Accordingly, on October 15, 1979 Northern California and 
Cal-Water entered into ~~ agreement with provisions essentially 
pursuant to Sections A and C of Cal-Water's sta.."ldard Rt.tle 15, 
Main Extensions, but deviating from the proviSions of ~hat rule to 
provide for no "proportionate cost" refunds related to special 
faCilities, and for a maximum refune up to $56,000 subject to 
"percentage of revenue" provisions. The total estimated cost of the 
facilities was $34S,S11 • 
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5. On Octobe~ 2Z, 1979 Cal-Wa~er filed Application No. 59ZZ5 
(amended the s~e day) seeking ex parte a ce~i!icate of public 
convenience ~~d necessity pu.~~t to Section 1001 of the ?U~lic 
Utilities Code befo:e starting construction of a noncontiguous 
extension to its Salinas District ..... -ater system. to serve Vista Del 
Rio, and for authorization to pe:-.fonn the October 15, 1979 ~-ree::lent 

~~th Northern Califo~a containing the deviation from Rule 15. 
6. The Com:nission stai'f proceeded ex pa..-te to prepa..~ a 

COo=ission orde~ ~~ting the cert~icate ~~d authorizing the 
requested deviation for this routine-type application, but before 
completion, on Nov~ber 20, 1979 !lisal riled a p~test to the 
Cal-Water application, and o~ December 6, 1979 followed t~s ~~th 
its Application No. 59320, by ~T~ch it seeks certification and 
autho=ization itself, so that it instead of Cal-Water eight be 
pe~tted to install the water syst~ ~d serve Vista Del Rio 
subdivision. 

7. Alisal estioates that its installation would cost $247,627 
plus cont=ibution of ~ existing well, well site, and i::lprove:ents 
estioated at $20,500. Alisal proposes that Northern California would 
contribute these facilities ~~thout provision for any re~und. 

S. The two syste:lS a.....-e 1'unda:lentally the Sa:le, 'both being 
designed to provide 1'0:- all General Order No. 10) dO:lestic and 
fire requi~ents, but in SO:le rega.~s Alisal's construction would 
be :ore utilitarian tha~ that contracted tor betwee~ Cal-Water and 
Northern California. 

9. The Alisal sys'te::l provides for an on-site e:lergcncy' rese:"\"e 
storage t~ utilizing pu=ps to meet a separate co~ty health 
departme:J.t require:ent,. whereas Cal-Water C"f.'ith CO'U:lty eoncu...~nce) 
proposes to defer this in expectation ot subsequent ~-tieipation 
in a f~ larger capacity gravity flow reserve ta:lk SYS't«:l to be 
operated jointly with Los Pal:las Villages, the much larger adjace:lt 
subdivision now in its planning stage • 
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10. Should Los Palmas Villages subdivision be delayed or not 
built, ~~d the co~ty re~uire an on-site Vista Del Rio reserve 
supply installation, Cal-Water has provided for installation on 
reservec lots or a similar reserve tank system as that proposed 
by Alisal. 

11. Vista Del Rio can produce ::::lore water tha=1 needed 'by the 
sU"ocivision, and therefore would integrate well with Los Palmas 
Villages in the future, with mutual benefits fro: an area syste:n­
Such a~ integration is more likely with Cal-Water than with Alisal. 

12. The developer strongly prefers that Cal-Water install 
its system and provide water service to Vista Del Rio. 

13. The developer of Los Palmas Villages prefers Cal-Water 
first, a mutual second, and a.."'ly other water compa."'lY last,. 'to 
serve Los Palmas Villages. 

14. Both Cal-Water ~"'ld Alisal are fina"lcially able to 
~"ldertake the construction and provide the service, have competent 

• m~"lagement, would utilize the same on-site water supplies, and 

• 

have designed a system meeting Co~ission sta."ldards. Both 
applica"lts would benefit from addition of the subdivision to each's 
local operations in and around Salinas, are reasonably close to 
the subdivision, a."ld at basic consumption levels for this class 
and type of residential subdivision would charge comparable rates 
(although at higher consumption levels Ca1-Water's rates would be 
less). 

1;. Alisal's cost to construct the proposed system would be 
less tha."'l Cal-Water's. In part the lesser costs arising fro= (1) use 
of more utilitaria."l construction th~"l that contracted for between 
Cal-Water and Northern California, (2) use of in-house nonunion 
water works employees rather tna."l subcontractor ~on pipeline 
employees, and. (3) Alisal' s exclusion of overhead and profit from 
its bid. • 
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16. The labor costs to be incurred by Alisal and Alisal '$ 

rorebear~~ce to charge overhead ~~d profit elements ~o the e~en~ 
both are possible and derived from utilization of in-house water 
works employees whose costs are already factored into a rate of 
return applicable t.o i t.s exist.ing cust.o:ners in the Salinas area, 
~~d whose cost.s are therefore already paid £or, are not reasonable. 

17. The labor costs to be incurred by Cal-Water through 
use or subcontractor pipeline labor are reasonable. 

18. Cal-Water's proposed pass-through to Northern California 
of overhead a.~d prori t elements is not. unreasonable. 

19· Cal-Water was first to file in point of time or £ilint. 
20. Public convenience ~~d necessity require that Cal-Water's 

application be gra.~ted a.~d that Alisal's application be denied. 
Similarly, Alisal's protest to Application No. 59225 should be 
denied. 

• 21. Cal-Wat.er in its contract .... 'ith Northern Cali!ornia should 

• 

provide against. t.he contingency or possible shared costs to be 
incurred by reasons or subsequent location or a joint emergen~ 
reserve water ta.~ in Los P~as Villages. 

22. Northern Calirornia urgently requires resolution or these 
matters to proceed with construction. 
Conclusions or Law 

1. The public convenience a.~d necessity require that 
Cal-Water's applicat.ion should be gr~~ted and that Alisal's protest 
and application should be denied. 

2. The certificat.e hereinafter gr~~ted shall be subject to 
the following proviSion or law: 

The Commission shall have no power to authorize 
the capitalization of this certificate of public 
convenience and necessity or the right to own, 
operate, or enjoy such certificate of public 
convenience and necessity in excess or the amount 
(exclusive of a..~y tax or annual cha:ge) actually 
paid to the State as the consideration tor the 
issuance of such certificate of public conve~ence 
and necessity or right. 
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,. The errec~ive da~e of this order should be the date 
hereof in order to cause Northern California no further delay and 
expense in the construc~ion ot its subdivision. 

The action taken herein is for the issuance of a 
certificate of public convenience and necessity only ~~d is not 
to be considered as indicative or amounts to be included in a 
future rate base for the purpose or deter::lining just. and reasonable 
rates-

ORDER 
~ ..... .----

IT IS ORDERED that: 
1. California Water Service Compa..."y is gra.."ted Ii certificate 

of public convenience a.."d necessity to extend, construct, and 
operate its Salinas District public utility water syst~ in that 

noncontiguous terri~ory known as Vista Del Rio subdivision locat~d 
southeast of Salinas in Monterey County, as shown on ~he map 
attached here~o as Appendix A. 

2. Pursua...,,~ to provisions or Section 491 of the Public Utilities 
Code, California Water Service Compa..."y is authorized. ~o carry out 
the terms and conditions of its October 1;, 1979 agreemen~ with 
Northern California Savings & Loa.." Co:lpany, which agree:ne~:t provides 
for deviations, as set forth in California Water Service Com?~"'1's 
application, from the utility'S filed Rule No. 1;, Y~in Extensions. , 
This authorizatio~ is conditioned upon the provisions or Ordering 
Paragraph 3, hereto follo~~ng. 

3. Cali!ornia Water Service Company a.."d Northern California 
Savings & Loan Compa..."y shall add to their October 15, 1979 agree=ent 
an amendment to provide that in the event the emergeney reserve 
water supply tank and appurtenances requirement o! Monterey County 
is met by locating such tank outside the confines or' Vista Del Rio 
subdivision on So shared basis With a.."other subdivision, Northern 
Cal.ifornia Savings & Loan Company agrees to advance that share or the 
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costs incurred attributable to Vista Del Rio as a contribution 
in aid of construction not subject to refund. A copy of such 
amendment shall be !ilee With the Executive Director of this 
Commission before the terms of the agreement shall be activated. 

4. California Water Service Company is authorized to 
revise,w1thin thirty days after the effective date of this order 
and in conformity With General Order No. 96-A, such of its 
tariff schedules, including a tariff service area map, as are 
necessary to provide tor the application or its ta.~! schedules 
to the area certificated herein. Such ta.-i!f sheets shall 
become effective on the fourth day after filing. 

S. California Water Service Company shall notify this 
Commission, in writing, of the date service is first rendered 
to the public under the rates ~~d rules authorized herein, 
wi'thin ten days therafter. 

6. Application No. 59320 of Alisal Water Corporation, 
and its protest to the application or California Water Service 
Company, are denied. 
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7 • The motion or Alisal Water Corporat.ion to d.ismiss 
Application No. 5921?.; is denied.. 

The effect~;e dat.e of this order is the date hereof. 
Dated JUN? San Francisco, California. 

CO~~!r.~~onor Cl~~rc T. Dcerie~. ~o:ng 
l:OCcc~::lr::y :lbr.~::~. d~d r.ot ;.o.rtici:p3.~ 
i~ ~~o ~~~~Os~~:on o! this ~roeood~. 
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