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OPINION ISSUING CERTIFICATES 
OF PUBLIC CONVENIENCE AND NECESSITY
I.  Summary

This decision issues Certificates of Public Convenience and Necessity (CPCN) to Dunnigan Water Works
 (DWW) to operate as a public utility, and extend existing water and sewer systems in the Township of Dunnigan, Yolo County (Dunnigan).  This decision allows DWW to continue current monthly water and sewer flat rates.  This proceeding is closed.

II.  Background
Grant Park Development (GPD) acquired land permitted for the Happy Time RV Park (RV Park) and the Country Fair Estates Mobile Home Park (MH Park) in May 1998.  GPD has provided water, sewer, trash, and cable TV services to the RV and MH Parks, and DWW’s office since the acquisition.
  GPD began to transact its water and sewer business as DWW beginning September 24, 2002.  

DWW filed Application (A.) 06-03-027 (Application) on March 27, 2006, requesting a CPCN to extend an existing water system and provide sewer service in Dunnigan, and to establish new rates for water and sewer service.  The Application was assigned to the Commission’s Water Division, and reassigned to the Administrative Law Judge’s (ALJ) Division on November 16, 2006.  No protests to the Application have been received.

On December 19, 2006, a prehearing conference (PHC) was held to identify parties to the proceeding, establish a service list, identify issues, and determine whether evidentiary hearings were necessary.
  On December 26, 2006, in response to a request of the assigned ALJ, DWW provided additional documents in support of its Application.  On January 9, 2007, a telephonic PHC was held to discuss additional matters regarding DWW’s request for new water and sewer rates.
  During the January 9 PHC, DWW stipulated that the Application should only address DWW’s request for CPCNs for water and sewer service, and that DWW would request changes in water and sewer rates later through a general rate application.
  An ALJ Ruling on January 18, 2007, identified and received exhibits into evidence.

Although DWW provided various service area maps, none of these maps sufficiently defined the proposed water and sewer service areas.  On February 23, 2007, at the request of the assigned ALJ, DWW provided a map that identifies DWW’s proposed water and sewer service territory.

III.  Existing Water and Sewer Systems

A.  Water System

DWW’s existing water system includes two wells with a total capacity of approximately 550 gallons per minute (gpm), which can be increased to a maximum of 900 gpm by exchanging the existing pumps with higher capacity pumps.
  DWW estimates that current peak water usage for the RV and MH Parks is approximately 154 gpm.
  The wells supply two master meters serving the RV and MH Parks through Schedule 80 PVC pipe, and C-900 main piping.
  Current water storage capacity is 255,000 gallons.  

B.  Sewer System 

DWW’s existing sewer system consists of Schedule 40 ABS lateral piping, C-900 main line piping, a primary submersible wastewater grinder lift station pump, and a secondary submersible wastewater grinder lift station pump.  Sewage is transported to an existing sewage treatment facility and pond.

IV.  Proposed Water and Sewer Systems
DWW proposes to expand its existing water and sewer systems to new commercial properties currently being developed in Dunnigan.  DWW estimates that by 2011 it will have 22 commercial customers,
 plus the existing RV and MH Parks and the DWW office.  The estimated water usage by new commercial properties would be the equivalent of 939 new customers, using 5/8 by ¾ inch meters.  Total peak water demand from existing and future customers is estimated to be 486 gpm, or approximately 88% of the existing well pumping capacity of 550 gpm.  

DWW states that even without the wells operating, it could meet the current fire flow requirement of 1,500
 gpm for 2.8 hours from its 255,000 gallon storage capacity.
  DWW further states that if the fire protection standard were increased to 2,500 gpm, additional storage would be necessary which DWW would add to the system. 

V.  DWW Application for CPCNs and New General Rates

This proceeding addressed DWW’s request for water and sewer CPCNs.  We also considered the applicability of the California Environmental Quality Act (CEQA), Cal. Pub. Res. Code Sections 21000-21177 (2005), and Commission General Order (GO) 103.  Although DWW’s Application included a request to establish new general rates for water and sewer service, as discussed above, DWW stipulated that its request in this Application should be limited to its request for water and sewer CPCNs. 

VI.  CPCN Requirements 
For a small water provider like DWW, the provisions of the Public Utilities Code, the Commission’s Rules of Practice and Procedure (Rules), and Resolution M-4708 (August 28, 1979) set forth requirements and criteria that must be satisfied before a CPCN is granted. 

A.  Public Utilities Code

The Public Utilities Code contains both substantive and procedural requirements for an entity to be considered a public utility and issued a CPCN.  Section 2701 defines a Commission-regulated water utility as a person or entity that “sells, leases, rents, or delivers water to any person, firm, corporation, municipality, or any other political subdivisions of the State, whether under contract or otherwise, . . . .”  Judicial decisions have also required that the entity dedicate or hold out its property to public use.  (Thayer v. California Development, 164 Cal. 117 (1912).)

In this proceeding, DWW affirmatively seeks public utility status.  DWW’s Application indicates it will continue to provide water and sewer service to the RV and MH Parks that in turn distribute water and provide sewer service to persons in the RV and MH Park spaces.  DWW proposes that these water and sewer services be extended to new commercial developments, either currently under construction or planned in the Dunnigan area.  Under the substantive law, DWW will operate as a public utility.

The Public Utilities Code also includes several procedural requirements.  The applicant for public utility status must file a certified copy of its articles of incorporation or charter and evidence that the applicant has received any necessary consent of public agencies.
  The code also requires that the Commission, in evaluating the application, consider the potential impact of utility operations on community values, recreation and park areas, historical and aesthetic values, and the environment.
  

In its Application, DWW has provided its Articles of Incorporation (Ex. 1), filed with the California Secretary of State on July 15, 1980.  DWW has also provided copies of its Yolo County Business License (Ex. 54), a water treatment Operator Grade 1 Certificate from the California Department of Health Services (Ex. 55), a Yolo County Health Department Permit (Ex. 56), Yolo County Board of Supervisors Minute Order (January 6, 2004) approving commercial development in Dunnigan (Ex. 57), and a fee invoice from the State Water Resources Control Board for wastewater discharge.  DWW has submitted all the formal documentation required by statute for the issuance of water and sewer CPCNs.

As we are issuing CPCNs to the operator of existing water and sewer systems there are no identified impacts to recreation and park areas or historical and aesthetic values.  In addition, as we are imposing rate and quality-of-service regulation on a water and sewer provider, community values will be enhanced.  Any impact to the environment is addressed under the discussion of CEQA.  (See Part VIII, infra.)
B.  Rules of Practice and Procedure  

Rule 3 sets forth requirements that must be satisfied as part of an application for a CPCN and to authorize rates.  The relevant requirements of Rule 3 include a full description and map of the system,
 identification of potential competitors, financial information, ratesetting information, and facts supporting the issuance of a CPCN.  Perhaps the most important provision of Rule 3 is the requirement that the application demonstrate “[f]acts showing that public convenience and necessity require . . . the proposed construction or extension, and its operation.”  The Application demonstrates that public utility regulation is necessary to safeguard existing RV and MH Parks customers, and future commercial customers, who have no water supply or sewer service alternatives, ensure reasonable and fair rates for both ratepayers and the company, and monitor water and sewer services in a rural area remote from these services.  

Rule 3 also requires more specific financial information including estimates of operating revenues and expenses.  DWW has provided these estimates from 2006 through 2011 in Exhibit 53.  

C.  Resolution M-4708

Commission Resolution M-4708 sets forth six basic criteria that are used to evaluate the application of small water companies (Class D companies, i.e., those serving less than 500 customers).  We also apply these criteria to DWW’s proposed sewer operations.  As pertinent to this application, the resolution specifies that the Commission will issue CPCNs only when the water or sewer company is able to remain financially viable, render adequate service and no other existing viable water or sewer providers are available to serve the proposed area.  Therefore we consider each of these criteria:  

Financial Viability - DWW’s financial statements (Ex. 3) indicate a current net worth of approximately $27.2 million, which substantially exceeds the 2007 ($4.3 million) and 2011 ($4.1million) net amounts for total water and sewer plant in service.  In addition, DWW estimates that at proposed rates in 2007 and 2011, both water and sewer revenues will exceed operating expenses and provide a positive return on investment (Ex. 53).  Although we are not addressing new water or sewer rates in this Application, DWW states that it will file a general rate increase application to establish new water and sewer rates following resolution of this Application.

On the basis of these financial indicators, DWW’s water and sewer operations appear to be self sufficient and viable.  

Adequate Service - DWW has been providing water and sewer service to the RV and MH Parks since May 1998.  During these years of operation, no customers have complained to the Commission.  The record does not indicate that future service will be impacted by planned growth in the water and sewer systems as DWW’s current water system can provide an adequate water supply at required pressures, and planned construction of sewer facilities will meet sewer demand.
  DWW also states that additional water supply can be provided if necessary through construction of an additional well,
 and as discussed above, the pressure switches on the well pumps can be adjusted to increase water system pressure.

DWW appears able to provide current adequate water and sewer service, and will be able to provide adequate water and sewer service after planned construction and system improvements are completed.  

Other Viable Water and Sewer Providers - No other potentially viable water or sewer providers exist to serve the Dunnigan area.  The nearest water provider is located in the City of Woodland approximately 18 miles south of Dunnigan.  There are many miles of unincorporated rural land and farmland between the City of Woodland and Dunnigan.  

In summary, DWW meets the conditions contained in Resolution W-4708.

VII.  General Order (GO) 103  
GO 103 sets forth the Commission’s rules governing water service and the minimum standards for design, construction, and operation.  We address three issues that implicate GO 103 requirements.

A.  Water Quality

GO 103 requires that a public utility supplying water for human consumption (a) hold a permit as provided by the state’s Health and Safety Code, and (b) comply with the laws and regulations of the state or local Department of Health Services.
  The evidence indicates that DWW was issued a domestic water supply permit by the Yolo County Health Department valid to May 31, 2007 (Ex. 56), and an operator license from the California Department of Health Services, Drinking Water Program issued November 1999 (Ex. 55).  

B.  Water Mains  

GO 103 requires that water mains be at least 6 inches as the minimum diameter,
 and covered by at least 30 inches of dirt in streets and alleys.
  The approved plans for development of the property by GPD (Ex. 27 and Ex. 28) indicate that DWW water mains will be 10-inch diameter C-900 PVC, and will be installed with a minimum of 36 inches of cover.  Thus, the proposed DWW water mains meet the requirements of GO 103 with regard to minimum diameter and depth. 

C.  Water Pressure

Commission GO 103 requires a minimum operating pressure of 40 pounds per square inch (psi), except that during a peak demand hour, the operating pressure may be 30 psi.
  DWW states that it will meet these pressure demands by adjusting the pressure settings for system pumps.

DWW’s approved plans and current health department permits satisfy the applicable requirements of GO 103. 
VIII.  California Environmental Quality Act (CEQA)

CEQA (Pub. Resources Code Sections 21000 et seq.) applies to discretionary projects to be carried out or approved by public agencies.  Although the Commission has previously held that the mere granting of a CPCN involving existing facilities is exempt from CEQA,
 in this proceeding, DWW proposes expansion of its existing water and sewer services as well as other construction in Dunnigan.  As a condition of its proposed construction, DWW obtained a Mitigated Negative Declaration from the Yolo County.  (Ex. 37.)

Since the proposed CPCNs are subject to CEQA and the Commission must issue a discretionary decision without which the project cannot proceed, this Commission must act as either a Lead or a Responsible Agency under CEQA.  The Lead Agency is the public agency with the greatest responsibility for supervising or approving the project as a whole (CEQA Guidelines, Section 15051(b)).  

In this instance, Yolo County is the Lead Agency for the proposed construction, and the Commission is a Responsible Agency.  On June 6, 2003, the Yolo County Planning and Public Works Department adopted the Mitigated Negative Declaration for the proposed construction including expansion of the water and sewer systems.  The Mitigated Negative Declaration contains site‑specific environmental impact analyses and required mitigation measures including a requirement for additional plans and technical reports in order to obtain approval and required permits from the Regional Water Quality Control Board allowing expansion of wastewater discharge due to expanded sewer service.  The Mitigated Negative Declaration concludes that all potential adverse environmental impacts can be mitigated through mitigation measures imposed on the proposed project.

As the Responsible Agency under CEQA, the Commission’s role is limited to reviewing the environmental consequences of DWW’s proposed expansion of its water and sewer services as part of its discretionary approval of this Application.  In general, the Commission must consider the Lead Agency’s Environmental Impact Report or Negative Declaration prior to acting upon or approving the project.  (CEQA Guidelines, Section 15050(b).)  We have reviewed the considered Yolo County’s Mitigated Negative Declaration and find that this document is adequate for our decision-making purposes under CEQA.  We find that the Lead Agency reasonably concluded that while the proposed expansion of the water and sewer systems may have a significant effect on the environment, all potentially significant effects can be avoided or mitigated as a result of mitigation measures imposed on the project.

IX.  Rates

In its initial Application, DWW requested to establish new water and sewer rates.  During the proceeding, DWW stipulated that this Application should only address DWW’s request for water and sewer CPCNs and that DWW would file a separate application for a general rate increase.  Therefore, we will not address any changes in water and sewer rates, but will allow DWW to continue to charge RV and MH Parks occupants, and DWW’s office, DWW’s current flat rates of $13.05 and $18.70 per month for water and sewer service, respectively.  (Ex. 53, p. 7.) 

X.  Comments on Proposed Decision
The proposed decision of the ALJ in this matter was mailed to the parties in accordance with Public Utilities Code Section 311(d).  Rule 14.6(b) of the Commission’s Rules provides that the 30-day comment period may be reduced upon the stipulation of all parties to the proceeding.  All parties stipulated to a 10-day comment period with no reply comments.  No comments were received.

XI.  Assignment of Proceeding
John A. Bohn is the assigned Commissioner and Bruce DeBerry is the assigned ALJ in this proceeding.

Findings of Fact
1. GPD (a California Corporation organized in 1980) has provided water, sewer, trash, and cable TV services to the RV and MH Parks since May 1998.

2. GPD began to transact its water and sewer business as DWW beginning September 24, 2002.

3. DWW stipulated that the Application should only address DWW’s request for water and sewer CPCNs, and that DWW would request changes in water and sewer rates through a general rate application.

4. Total peak water demand from existing and future water customers is estimated to be 486 gpm, or approximately 88% of the existing well pumping capacity of 550 gpm.

5. DWW can meet the current Yolo County Fire Department’s fire flow requirement of 1,500 gpm for 2.8 hours using its 255,000 gallon storage capacity.

6. As a Responsible Agency under CEQA, the Commission’s role is to review the environmental consequences of DWW’s proposed extension of its water and sewer systems, and consider the Lead Agency’s Mitigated Negative Declaration.

7. As we are imposing rate and quality-of-service regulation on a water and sewer provider, community values will be enhanced.

8. We have considered Yolo County’s Mitigated Negative Declaration adopted June 6, 2003, and conclude that it is adequate for our decision-making purposes under CEQA.

9. DWW submitted all of the formal documentation required by statute for the issuance of water and sewer CPCNs.

10. DWW provided financial information including estimates of operating revenues and expenses from 2006 through 2011.

DWW appears to be financially self sufficient and viable, as DWW’s net worth substantially exceeds estimated water and sewer plant in service in 2011, and estimated operating revenues exceed expenses and will provide a positive return on investment.

During the period DWW has been providing water and sewer service to the RV and MH Parks, there have been no customer complaints to the Commission.

DWW appears able to provide current adequate water and sewer service.

DWW appears able to provide adequate water and sewer service after planned construction in the Dunnigan area.

No other potentially viable water or sewer providers exist to serve the Dunnigan area.

DWW obtained a domestic water supply permit from the Yolo County Health Department valid to May 31, 2007.

DWW’s approved plans for extension of the water system in Dunnigan require 10-inch diameter water mains and a minimum of 36-inches of cover.

Conclusions of Law
11. DWW has satisfied all of the applicable requirements of Public Utilities Code Sections 1002(a) and 1004, and Rule 3.

12. DWW’s approved plans and current health permits satisfy the applicable requirements of GO 103.

13. Once granted a CPCN, DWW will be classified as a Class D water utility.

14. DWW has satisfied the applicable requirements of Commission Resolution M-4708.

15. Public utility regulation of DWW is necessary and convenient to safeguard future water and sewer customers who have no water or sewer service alternatives.

16. DWW should be awarded CPCNs authorizing it to operate as a public water and sewer utility within the state of California with all the rights and obligations thereof.

17. In being awarded water and sewer CPCNs, DWW assumes the obligation to serve as set forth in the Public Utilities Code (including, but not limited to, Sections 451 and 453).

18. The approval of DWW’s Application, as provided herein, should be conditioned upon the completion of the CEQA Mitigated Negative Declaration approved by the Lead Agency.

19. DWW should be allowed to continue to charge RV and MH Parks occupants, and DWW’s office, DWW’s current flat rates of $13.05 and $18.70 per month for water and sewer service, respectively.

ORDER

IT IS ORDERED that:

20. Dunnigan Water Works (DWW) is granted Certificates of Public Convenience and Necessity for operation of a water utility and a sewer utility within the service area known as Dunnigan, Yolo County, as generally described in Exhibit 63.  DWW shall fulfill its obligation to serve, as set forth in the Public Utilities Code and prior decisions and orders of the Commission.  DWW shall comply with all California Environmental Quality Act mitigation measures specified by Yolo County.

21. DWW is authorized to charge the current flat rates of $13.05 and $18.70 per month for water and sewer service, respectively.

22. Application 06-03-027 is closed.

This order is effective today.

Dated April 12, 2007, at San Francisco, California.
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        Commissioners

�  The applicant is Grant Park Development Inc., dba Dunnigan Water Works.


�  There are a total of 310 spaces in the RV and MH Parks.


�  No party has requested evidentiary hearings.


�  See, January 11, 2007 ALJ Ruling Summarizing Telephonic PHC.


�  At the request of the Water Division, DWW currently charges water and sewer rates based on similar rates charged by the City of Woodland, the nearest municipal water and sewer system. 


�  See Exhibit 63.


�  Exhibit 53, pp. 4-5. 


�  Exhibit 45, p. 1.


�  Application, Section VI.


�  This estimate includes a fire service.


�  The local standard is provided by the Yolo County Fire Department.


�  DWW states that the current local fire protection standard requires 2 hours at this flow rate.


�  Pub. Util. Code § 1004.


�  Id., § 1002(a).


� See Ex. 5.


�  See Ex. 39.


�  TR 17.


�  GO 103 at Para. II(1)(a).


�  Id. at Para. III(1)(a).


�  Id. at Para. IV(3)(a).


�  Id. at Para. II(3)(a).


�  Decision 05-11-030, p. 18.
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