PURLIC UTILITIES (COMMISSICN OF THR STATR OF CALIFORNIA

QOMMISSION ADVISORY AND OOMPTLIANCE DIVISION RESOLUTION W-3937
WATER UTILITIES BRANCH Septenber 7, 1995

(RES., W-3937), SAN JIH:‘. W\TER OIMPANY. ORIER AUTHORIZING
mmmmmmsslmmmmx lem
WATER SERVICE INCLUDING MINIMM STANDARDS FOR DIESIGN AND
CONSTRUCTION, IN CONNECTION WITH PROVISION OF SERVICRE 'TO TWO
LOTS AT THE FEND OF REYHILL ROAD IN THR CUUNTY OF SANTA
CLARA.

BY AIVICR IETTER NO. 272, FILED ON JUNE 12, 1995.

SMMARY

San Jo$2 Water Company (SJWC) is requesting Cormission authouty to dev1ate
from General Ordér (G.0.) 103, Rules Governing Water Sennce including Minimum
Standards for Design and Construction, and exténd service to two propertles,
kncwn as APN 517-23-039 and APN 517-23-041, at the end of Redhill Road in the
County of Santa Clara. This resolution grants the request.

BACKGROUND

SJWC's senuce area abuts the northem end of the Diablo Range on the east and
the Santa Cxuz Mountains on the south and southeast. Dévelopments of any size
in these areas are inpossible due to the terrain and government réquirements
for open space and parks. Wwhat little development does occur involves
individual lots or very small subdivisions, on land that is rocky and hilly.

The service area boundaly has generally been determined by the 40 pounds per
square inch gauge (p.s. i.g.) presswre line of SJWC's system, because G.O. 103
requires that Comnission-regulated utilities maintain nowmal operatmg
pressures of not less than 40 p.s.i.g. nor more than 125 p. s.i.g. at the -
service connection, except during periods of hourly maximrn demand when the
pressure at the time of peak seasonal loads may be not less than 30 p.s.i.g.

Over the years SIWC has provided service to preperties that, in some cases,
has resulted in pressures at the meter delivery point of less than 40 p.s.i.g.
It presently has on_file in its tariff book a Map.of Areas with Special -
Pressure and Fire Flow Oonditions that shows 40 such areas, 38 near the edge’
of its service territory. Addltmnally{ SJWC provides water from meter
de11Ve1y points within its service tervitory to areas outside its service
temritory, at taviffed rates, c1t1rg the language in G.O. 103, Section V.2.a.
{3) that states "Whére service is rendéred at or near the service area
boundary for use beyond the service area the custamer will be requ1red to
install, operate and maintain the facilities necessaly to provide service."
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A.L. 272 vequests that SIWC be allowed to modify its service territory to
includs two new lots. Because of the topography, SJWC cannot provide service
to these lots at G.0. 103 standards. SJIWC requests to ke allowed to deviate
from G.0. 103, The 1ot owners will have to install their own facilities, such
as booster pps and tanks, to provide and maintain adequate pressure.

In the past the Water Utilities Branch (Branch) has rejected advice letters
.such as A.L. 272 and required that SIWC file an Apc-hcatlon for bDeviation to
G.0.103 to sécure Comnission pemmission to provide service at less than

G.0. 103 standards {see apphcatlons A.93-12-035, A.93-11-047, A.93-07-049,
and A.839-01-030). The decisions in these cases have consistently authorized
the requested service.

DISCUSSION

in t:hls fll:mg, SIWC is requesting the Cormission to approve the modification
of its service arvea map to include two lots presently located cutside its
sexrvice aréa that will be served at less than G.0. 103 standards for pressure.
Aocording to the request, the owners of the properties will have to install
pr ivate facilities to meet local requirerents for domestic water use. SJWC
justifies this substandard sérvice on the grourds that meetlng G.0. 103
standards would be too expensive, that the owner is willing to add a pewmanent
d»aed restriction so all subsequent owners will bé aware of the substandard
sexvice and that the areas adjacent to these properties are not available for
possible future development.

Branch has reviewed the advice letter and states that it would normally
recommend that it be rejected. Branch believes that G.0. 103 clearly
establishes minimm standards for seivice from Iegulated water ut111t1es and
that utilities should sinply refuse to extend service into areas in which it
cannot canply with G, ;0. 103. Branch cités Decision (D.) 93-09-061,

September 17, 1993, in Case (C.) 93-02-015 which states that "a public utility
‘cannot be conpelled to render sexvice or to use its facilities where it has
not dedicated itself or it facilities. (citation omltted) But when a public
ut:lhty voluntauly determines to extend its facilities into an area outside
its recognized or declared service area boundalles, the utility oormnrently
must accept an obllgatlm to serve all applicants 1n that area as it has then
dedicated its service to said new area.” Branch opmes that such service must
always be provided at G.0. 103 standards. If it is not, then custorers who do
not want to pay the Main Bxtension costs of the facilities needed to pro*'.ud\o
standard service and utilities who want additional custamers with minimum
effort and delay will chose to serve areas at substandard service levels based
on convenience and opportunity, rendelmg G.0. 103 useless. Only in
extraordinary 31tuat10ns, Branch maintains, and only after the full heaxmgs
plUVlded by a formal application, should the Conmission allow deviation from
this important General Order.

i choose not to réject this advice letter. We anticipate that, if we did,
San Jose would probably file a foumal appllcatlon for approval of this '
deviation, and we would probably approve it. Our standards of approval have
been well established in the applications refervénced above, and this filing
seems to conform to them., It would waste time and valuable resources to -
require the utility to file, and our staff to process, an application in this
instance.
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We will authorize SJWC to provide service at less than G.0. 103 standards to
cartain customers when the following standards are mat:

{1} the custamer camot he served at G.O. 103 standards at a reasonable
oost,

{2) the custarer is willing to take service at less than G.0. 103
standards,

{3) the limitations will be recorded as a deed restriction,

(4) the residence to be served is in an area in which additional growth is
unlikely, and

(5) the fimal installation, including customer-provided facilities, meets
all local permit requivements,

Although this filing originally makes no wmention of cost, and a follow—up
amendment to the advice letter only gives estimates in the range of $200,000
to over $1 million, indicating that the utility has not made a detailed study
of the cost of providing G.O. 103 service, SJWC is a Class A utility with
professmnal staff and extensive experience in estimating and installing.
facilities. It is safe to ,accept its assertion that the costs of mstalhng
G.0. 103 oonphant facilities are not reasonable. The other four criteria
were discussed in the filing and were or will be met.

We turn now to a discussion of the extension itself. Sari'Jose proposes to
classify these customers as "satellite servm\es." This is a term ooined from
past SJWC situations similar to this one. SJWC is pnesently servmg some lots
outside its service territory from points inside its service terrltcny. The
two lots in this advice letter are not contiguous to SIRC's terntmy but are
contiguous to lots outside its te111t01y that it 1s senrmg from points
inside, and those lots are contiguous to its service territory. Normally, for
extensions into non-contiguous territory the utlllty mst file an apphcatmn
{P U Gode Section 1001). Only when the extension is into contiquous ten1t01y
ot heretofore served by a public utility of like character can the utility
just file an advice letter with a map adjusting its sexvice terntonr to
reflect the new extension {Second paragraph of P U Code Section 1001 and G.O.
86-aA) . However, this extension is effectively contiguous, in terms of
providing water service to properties.

tote, however, that the intexvenmg lots are still not deamed within the
service terr 1t01y In a situation such as this, where SIWC 1s extending non
G.0. 103 service to lots near, kut not adjacent to, its service area, it does
not want to include mtexvemng lots in its service area even though they are
served from meters within its service territory, as it would with a nommal
G.0. 103 canpliant extension. The reason for this is that the owners of those
lots, once they wére mcluded in SJWC's service territory, might reasonably
demand G.O. 103 level service be provided at STWC expense. "Satellite
service" lots ave not contiguous, but only because the service to intervening
lots cannot beé pmv1ded as required by G.0. 103. Such an extension would
nonnally be a contiguous extension, if G.0. 103 standards could be met, since
intervening lots would be included.
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We choose to acoept this “satellite service" description and extension method
as being appropriate in cases such as this. Sectian 1001 of the PU Code
addresses itself to service territory certification when there is scme ooncem
about potential conpetition for that service area. That is not the case here.
Allowing extensions such as this, after review, adequately complies with
Section 1001, .

The last issve to addvess is the proper way to identify these sexvices. The
proper way to identify different sexvices is either to file Special Contracts
with customérs or to file different tariffs. SIWC has only identified these
services on the aforeméntioned map. ‘This is inadéquate; there are existing
procedures that SOWC can follow., We do not recomrend that San Jos¢é file a
separate tariff. This situation seems more appropriatély handled by filing.
two Special Qontracts. The contracts should address each of the five criteria
elucidated in this resolution and contain, as part of the contract, a - '
statement by the custamer' that he or she understands the availability of the -
utility's Main Extension Agreement that he or she is choosing not to sign.
Upon staff review and acceptance of these special contracts, the utility may
provide service. - - ‘

" In the future, using the quidance coitained in the resolution, we will allow
SJWC, and any other utility with a similar situation, to apply by advice
letter to file a special otntract asserting that the proposed service meets
these criteria, and authorize Branch to review and approve the Special
Contracts and tariff sheets delineating the aréa of substandard service
without resolution. In this case we will allow SJWC to file the two Special
Oontracts in conpliance with this resolution, to become effective after Branch
review. .

NOTICR

SJWC's public notification regarding Advice Letter No. 272 was in conformance
with the provisions of General Order No. 96-A. :

PROIESTS

No protests have been received by the Conmission.

FINDINGS

1. SJWC's request to deviate from General Order 103 has been made in
~ conformance with General Order No. 96-A.

2. STRC!'s requested deviation conforms with the criteria applied by former
decisions which approved deviations from General Order No. 96-A.

3. SC's ivéqiésted deviation for the two services is reasonable.
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4. SJWC shall continue to request déviations from Gereral Order 103 for
subsequent potent ial customers who request service similar to that authorized
in this resolution by filing a Special Contract for each of those customers.

5. SJWC's Advice letter 272 should be approved after it files Special
Contracts with these custarers that meet the criteria contained herein.

IT IS ORDERED that:

1, San Jose Water Company is authouzed to deviate from General Olﬁel- 103, as
requested in Advice Letter No. 272, in connection with pmmdmg sérvice to

the two lots referenoed in the Advice Létter, after it files aaemal Contracts
with each lot cwner in oconformance with the guidance ocontained in this
resolution. The effective date of this authorization shall be five days after
the effective date of this resolutlon or upon Branch review and approval of '
the Special Contracts, whichever is later.

2. Water Utilities Branch is authorized to evaluate ‘similar requests agamst
the cul:ena established in this resolution. If in campliance with the
criteria, Branch is authorized to approve the deviation réquest without
resolution.

3. This resolution is effective today.
I certify that this resolution was adopted by the Public¢ Utilities Commission

at its regular meeting on Septecrhel . 1935, The following Conmissioners
approved it:

/(/vaé?i / ;t t;

'._'.‘ESIEY M. FRANKLIN
Acting Executive Director

DANIEL W, FESSIER
President

P. GREOORY CONLON

JESSIE J. KNIGHT, JR.

HENRY M. DUQUE
Comndissioners




