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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

CHARLES G. SAWYER, 

Complainant, 

vs. 

CALIFORNIA WATER & TELEPHONE 
COMPANY, a California corporation, 

Defendant. 
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) 

--------------------------) ) 
Investigation on the Commission's own) 
motion into the main extension ) 
pr~ct1ces, operat1ons, contracts, ) 
and charges of the Monterey Peninsula) 
Division of California Water & ) 
Telephone Company, a public utility ) 
water corporation. ) 

---------------------------) 

Case No. 5'5'96 

Case No. 5'606 

Claude N, Rosenberg and Tad1ni BaC1galUgi,~ Jr" of 
Bacigalupi, Elkus and-silinger, ana u~son, Martin, 
Ferrante and Street, by Carmel Martin, for 
California Water & Telephone Company, 

Charles Gf S~wyer, in propria persona. 
Philip F. W~lSh, for Southern California Water 

Company, Wright S, FiSher, for Monterey Peninsula 
Associates, Edson Abel, for California Farm Bureau 
Federation, and L. 'r. Hollopoter, tor L.$tkes1de 
Water and Power Company, interested parties. 

Boris H, takusta and Qyril M. Saroypn, for the 
Comoiss1on staff. 

OPINION ----_ .... -

These cases, heard on a consolidated record at ~Ionterey 

during April and July, 1955', before Examiner John M. Gregory, and 

finally submitted for decision on April 30, 1956, with the filing of 

a closing brief by the Commission's staff, concern subdivision water 

main e~ension contraets and practices of California Water & Telephone 

Company, a public utility, in its }~onterey Peninsula D1v1s1on, prin­

cipally during the eight and one-half year period trom January 1, 
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1947, to about July 1, 19". 

The Sawyer esse involves a contract for extension of 

service to Yankee Point Acres Subdivision No. 1 and other portions 

of the Victorine Ranch, south of Carmel Highlands, being developed 

by Sawyer and others. His complaint charges that in 1948 and 1949 

the company, aware of his pressing need for water service, exacted 

an unlawful and unconscionable agreement, finally executed as of 

July 8, 1949, calling for extension of an 8-inch pipeline fo'!: a dis,­

tance of about ~,200 feet from th~ company's a-inch main in Carmel 

Highlands, at a cost of $20,000, subject to adjustment to actual 

cost, to be accumulated ~nd donated by Sawyer to the company. The 

company, he alleges, could have made a connection of only ,60 feet, 

for a much lesser sum, from the southerly terminus of the 8-inch main 

(portions of \1hich, however, conSisted of 4 and 3-inch pipe) to the 

northerly ter~inus of an 8-inch main constructed by h~ from Yankee 

Point Acres No. 1 northerly along State Highway No. 1 to the inter­

section of Sonoma Road, in Carmel Highlands. The Yankee Point Acres 

No. 1 installations and 8-inch main in State Highway No. 1 were con­

structed by Sawyer in 1948 at a co~t of approximately $1$,600. 

Sawyer requests that the Commission order the company to 

account for gross consumer revenues from Yankee Point Acres No. 1 and 

to refund 35 per cent of such revenues in accordance with its main 

extension rule, plus interest; to reduce its demand from $20,000 to 

the reasonable cost of 560 feet of 8-1nch pipe; to supply water to 

the balance of the Victorine Ranch without further delay and to per­

form the agreement of July 8, 1949. 

11 Also heard on the same record was an application by California 
Water & Telephone Company for approval of an extension agreement 
involving the Monterey City School District and a subdiVider 
of land in Toyon Heights, in the City of'Monterey. The 
CommiSSion author1zed thet agreement by a separate deciSion 
(Decision No. 52026, October 4, 1955, Application No. 3699+) and 
it need not be further conSidered here. 
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The answer filed by the utility generally and specifically 

denies the material allegations of Sawyer's complaint snd also raises 

certain jurisdictional issues. 

Sawyer also asked the Commiss1on to investigate relation­

ships and contracts between the company and other subdividers in the 

area. As a result, and also as the result of other inquiries and 

complaints, the CommisSion instituted its investigation (Case 

No. 5606) for the purpose of dete~mining, (1) whether the company 

had Violated, or contemplated Violating, its filed tariffs and whether 

contracts executed or to be executed in violation of such tariffs 

should be modified; (2) whether the eompany or its officers had 

demanded or received unauthorized donat10~s of money; if so, whether 

appropriate refunds should be ordered; (3) whether the company should 

b€ ordered to make refunds of any authorized de!=,osits wbich it had . 
tailed to do; (~) whether the company's demands or cost estimates 

for extenSions of service were unreasonable, discriminatory, or 

excessive; (5) whether the company had violQted Section *89 of the 

Public Utilities Code, relating to filing and ~osting of tariff 

schedules, or General Order No. 96, Chapters IX ~nd X,which relate 

to the form of ~~itten contracts for service where tariffs require 

execution or 3 written contract, and to securing prior authorization 

for service at rates or'under conditions which deViate from filed 

tariffs. An appropriate order in the premises is contemplated. 

On May 23, 1956, subsequent to the final submission of the 

case, Sawyer filed 3 "request", in which the company did not join, 

for "approval" of an agreement, executed May 21, 1956, 'by way of 

compromise, by Sawyer, Le Forust, Inc. (to whom Sawyer had sold 

certain undeveloped portions of the Victorine Ranch) and by the 

comp.sny, and which purported to amend the agreement or July 8; 19~9·. 
. . 

He requested that his complaint be dismissed "with prejud1ce", con­

tingent, however, upon unconditional approval by the CommiSSion of the' 

compromise agreement. 
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The record discloses that Sawyer, in 19~8, purchased the 

1146-acre Victorine Ranch, south of Carmel Highlands, 3nd, upon being 

informed by the local Monterey manager and head office officials in 

San Francisco of California Water & Telephone Company that water 

service would be made available to all portions of the property, he 

proceeded to develop the initial 20-acre parcel west of State Highway 

No. 1 known as Yankee Point Acres No.1. His oral understanding at 

that time, with the company's local representative, WaS to the effect 

that ho would install a distribution system in the tract and an 8-inch 

pipeline in State Highway No. 1 to connect with the southerly terminus 

of the company's 8-inch main on Lower Waldon Road in carmel Highlands~ 

That main, however, contained "bottlenecks" of smaller size pipe, 

extending for a distance of approxtmatoly 2000 feet between Pine Way 

Drive and tower Walden Road, in tho H1ghlonds, and between its. 

southern terminus on Lower Walden Road to the intersection of 90noma 
Road and State Highway No. 1 where the a-inch main constructed by 

Sawyer in 19~8 terminates. 

Sawyer completed his Yankee Point Acres No. 1 installation 

in October, 1948, at a cost of about ~~15,600. When he re~uested the 

com~anyls Signature on the main extension agreement, the form ~t 

which, prepared by the company's Monterey attorneys, had previously 

been submitted to him by the MontereY'manager, he was told by that . 
official that he would have to see the company's general office 

officials in San Francisco. 

The form of contract originally given to Sawyer provided 

that he would make the installations in Yankee Point Acres No. 1 and 

along State Highway No.1, that the company would install service 

connections and meters when requested by consum~rs and, upon accopt­

ance by it of the distributj.on system and 8-inch connection, would 

refund to Sawyer "the actuell cost of said facilities" in accordance 

with its then effective subdivision main extension rule, Rule and 
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Regulotion 19-B. That rule provided for refunds on the basis of 3, 

per cent of the gross revenues collected from consumers in this sub­

division over a period not to exceed 10 years. 

Sawyer, six months later, mana sed to arr~nge a conference 

with the company's San Francisco officials, which was held in the 

office of his San Francisco attorney on or ~bout May 11, 1949. At 

thot conference, the company's vice-president and general manager 

disclaimed responsibility for the action of the Monterey attorneys 

. and local comp&ny i~anager in submitting to Sawyer the contract 

referred to above~ The company's general I',,::mager, at that conference, 

stated that while the Victorine Ranch was outside the utility's 

service area, the company would still be interested in supplying 

water to the property b~t in return for something more than its 

"regulor rates ll
• The conference terminated without an understanding 

having been arrived at for water service to any portion of Sawyer's 

property, including Yankee Point Acres No.1, and Sawyer thereupon 

made informal request for relief to the Commission. 

Thereafter, as the result o£ negotiations be~ween Sawyer, 

his attorney and the company's general manager in San F~anc1sco, an 

~greeoent was reached,which was signed on July 8, 1949, with respect 

to service to Yankee Point Acres No. 1 and to portions of the 

Victorine Ranch below the 600-foot contour ~uitable for residential 

subdivision development, com'['Jrising some ');; acres of' la,nd. Service 

to other portions of the ranch properties, above the 600-f'oot con­

tour, was to be subject to further negotiation. 

That ag~eement, reluctantly signed by Sawyer, whose attor­

ney advised him that he "didn't have any alternative, that it was 

a ~uestion of getting th~t water ••• If , ~rovided, in substance, tbat 

the company would connect its existing 3-1nch main, at a point 

apprOXimately ~OO feet north of the southerly line of Carmel Highlands 
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(Yankee Point Acres No. 1 lies just south of the southerly line of 

Carmel Highlands), with Sawyer's 8-inch main leading from the sub­

division northerly along State Highway No.1, and, w'ithin 60 days 

thereafter, would apply to the Co~~ission for a certificate to serve 

that portion of,t~c Victorine Ranch below the GOO-foot contour as a 

public utility. The co~pony has not made such an app11cDt1on. 

The agreement further provided th~t Sawyer would tr2nsfer 

to the company, free ?no. clear of any and all claimS, the distribu­

tion system he had installed in Yankee Point Acres No.1 and the 

connecting 8-inch pipeline in State Highway No.1. The contract 

further provided that Sawyer would accumulate a fund of $20,000, 

at the rate of $1,500 per lot sold in the subdivision, for the pur ... 

pose of providing the company with moneys to pay for the cost of 
., 

installing an 8·1nch p1peline a distance of approximately ;,200 feet 

from the southerly terminus of the company's existing a-inch main in 

Carmel Highlands, to the north~rly terminus of the 8-inch main 

already installed by Sawyer. The contract recited th~t such an 

installation would be necessary to serve portions ot the Victorine 

Ranch below the GOO-foot contour snd, with the construction of not 

less than ten houses in Yankee Point Acres No.1, to serve that 

subdivision also. The company agreed, within 30 days after com­

pletion of such installation, to submit to Sawyer a 'statement of the 

actual cost thereof and, if the actual cost were less than $20,000, 

to refund the difference to Sawyer, who agreed to pay any excess of 
co~t over $20,000. The installation, from the t1mG of pur~hase by 

the company of materials therefor, was to be the sole property of 

the company, free ancl, clear of any claims by Sawyer or any porson. 

Approximately $17,000 has bGen accumulated in the fund provided for 

by the contract. 

The contract then goes on to provide for serVice to other 

portions of the Victorine Ranch below the Goo-root level, in units 
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of ~ot less than 5 acres each, in accordance with the company's Rule 

and Regulation 19-B respecting refunds of advances for construction, 

subject, however, to the condition that each orca so subdivided was 

to be treated as a separate and distinct transaction as regards the 

revenues upon which refunds were to be based. 

The agr.eement concludes With the provision, required by 

Chapter X of General Order No. 96, that it should at all times be 

subject to such changes or modifications as the Comn11ss1on might from 

time to time direct in the exercise of its jurisdiction. The record, 

however, shows that the company has never sought nor secured author­

ity, pursuant to Chapter X of General Order No. 96, to carry out the 

terms and conditions of the agreoment oi' July 8, 1949, a copy of' 

Which is attached to Sawyer's complaint as Exhibit 10 thereof. 

The foregoing facts were brought out at the hearing held 

in April, 1955. Sawyer maintainod that the company took undue ad­

vantage of his pressing need for water service to Yaru~ec, Point Acrcs 

No. 1 and to his proposed development of other portions of his 1nvcst­

cent, in order to re1nforce its transmiSSlon facilitics 1n the ma~~cr 

and under the conditions provided for in the agreement. 

Sawyer contended that the company could have made the 

conneetion, for much less money, to the existing 8-inch main term­

inating at Lower vfalden Road in Carmel Highlands. Xhat 8-inch main 

was installed by the company in December, 1948. The company contended 

that a new 8-1nch main, extending about 5,000 feet ~outh along State 

Highway No. 1 from CoronQ Rood, in Carmel H1ghlands (where the 

company's present 8-inch main takes off easterly and sovthcrly through 

the Highlands), was necessary for service to Yankee Point Acres No.1 

and other portions of the ranch. 

The company ma1ntained, and has argued on brief, that it 

is not required to secure authority from tho Commission, as contem­

plated by Chapter X of General Order No. 96, for extension of 
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facilities to serve aroas not included within the boundaries shown 

by tariff "service orca" maps which it hoc recently filed with the 

Commission, and whioh, incidentally, include Yankee Point Aores No.1. 

The company contends that the entire Victorine Ranoh, excluding 

Yankoo Point Aores No.1, lies outsido thoso boundaries. Therofore, 

so tho argument goes, tho company may make Whatever arrangement it 

sees fit in agreeing to extend f~ci1ities beyond such del1mited areas, 

sinoe in so-doing it is not acting in the capacity of a public utility 

and docs not !1ded1cato" its facilities to public service in such areas 

until the installations arc completed and wat~r is ready to flow 

through the pipes. 

With tho forogoing facts end the respective ~ontontions of 

the parties in mind, we turn now to a consideration of tho so-called 

"compromise ll agrecrn0nt of May 21, 1956, signed by the company, 

10 Forust, Inc., and Sawyer but filed by Sawy~r alone on May 23, 1956, 

with a request for dismissal of h1S complaint contingent upon 

"approval" of the agreement of July 8, 19l+9, as modified and emended 

by the compromise agreement. 

Tho compromise agreement recites that S~wycr, since ~uly 8, 
1949, has sold pieces of the undeveloped portions of tho Victorine 

Ranch to te Forust, Inc., a corporation; that he tiled 3 complaint 

against tho company with the Comm1ssion(which is Case No. ,596 herein) 

in November, 1951+, concerning the 1949 ~grccmont and service of water 

to portions of the tract; th3t the complaint is still pending and 

that the:rc is "substantial disagreement" between Sawyer and. the 

company, concorning If the rights, duties a.nd obligations of the parties 

hereto relative to the 19~9 ogrecmcnt, to the construction of a pipe­

line .and to the service of water on portions of said tract;" that 

the parties desire lito compromise and make certain the rights, duties 

and obligations of eaoh o:f' them ~nd to make suoh comprom1se final and 

subject to no further changes without mutual consent;1I that Lo Foruet, 
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Inc., desires service to portions of the tract owned by it and that 

it is necessary that there be at least a continuous 8-inch water main 

leading to the tract in order to provide adequate service to Yankee 

Point ~cres No. 1 or to other portions of the tract lying below the 

60o-root contour; that there is on deposit with Bank of ~er1ca 

NDtional Trust and Savings Association, pursuant to paragraph (3) 

of the 1949 agreement, a sum of approximately $17,000; that it is 

the deSire or the parties "to alter the quantity and. location of the 

8-inch water main to be installed pursuant to paragraph (3) of the 

1949 agreement and to a~ply said sum on deposit. • • against the cost 

of said water main as altered and to provide,for the payment of the 

balance of the cost or said water main as altered;" finally, thDt 

Sawyer and Le Forust, Inc. Shall be jointly and severally liable under 

the agreement. 

The agreement then goes on to provide for deletion of 

paragraph (3) of the 1949 agreement in its entirety snd for substi­

tution of a provision to the effect th3t the subdividers, "immediately 

upon procuring the approvals end dismissals as herein-below provided", 

shall pay to the company $24,000, that sum to include tr~nsre~ to the 

company of the ~l?,OOO, mare or less, now on deposit in the bank, plus 

whatever S'Um is necessary to mal<c up the difference. The compony 

then agrees to order materials and to inst~ll a-inch pipe in place 

of the smaller sections now constituting "bottlenecks" in its 8-inch 

main which,with the smaller sections of pipe, now extends along 

Cypress 'vias, ill Carmel Highlands, aeross Wildcat Creek to the vicinity 

of Peter Pan and Lower Walden Roads, thence along Lower 'vIalden Road 

to and through the intersection of State Highway No., 1 and Sonoma 

Rood, at which point a connection will be m~de 1n Sonoma Road with 

the 8-inch main installed by Saw-ycr in 1948. Scaled. on a map in 

eVidence (Exhibit 8), the approximate length of the smaller sections 

to be replaced With 8-inch pipe appears to be around 2000 teet. 
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The agreement then states that "Said $24,000 shall be a 

firm amount, without regard to the actual cost of said water mains, 

and shall not be subject to any adjustment higher or lower." The 

tract owner agrees that the pipeline and facilities installed in 

co~~ection therewith shall at all times after the purchase of materi­

als therefor be the sole property of' the company ufree and clear of 

any cla1ms, rights of retund or liens of Tract Owner, or any person 

or persons, ••• " 

The 1949 agreement ;f..s :further amended by the agreement of 

May 21, 1956, by deleting the last 1"0\.'1.1.' lines of provision (1) thereof, 

which relate to the 1'il1ng of £In applicat10n b'( the company for a 

certificate of public conven1emce and neeessit~ to rend.er WQtor 

service, as a public utility, in that portion of t~e Victorine Ranch 

lying below the 600-toot contc1ur. 

The compromise agree:ment confirms the transfer to the 

company, without right of reftmd, of the facilities installed by 

Sawyer in Yankee Point Acres No. 1 in 1948, including the 8-inch 

pipeline running from his subc:iv1sion along State Highway No. 1 to 

Sonoma Road. Additional water facilities for other portions of 

the Victorine Ranch below the 600~root contour, however, are to be 

installed for units of not less than 5 acres in accordance with the 

company's main extension rule in effect nt the date of commenCing 

such ~.nstallation or development. 

Finally, the agreement contains the following paragraph, 

which is here quoted in full, Since it illustrates the position taken 

by. the utility in t ',is proceeding that 1 t is not subject to the regu~ 

latory authority of this Commiss1on when it arranges for extens10ns 

of service outSide the boundaries of what it has heretofore considered 

its "dedicated service areas". 
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Tract OWners agree that they will, at their sole 
cost and expense, m~ke application to tbe Public 
Utilities Coom1ss1on of the State of California 
tor (1) the dismissal with ~rejud1ce of said com .. 
plaint by Sawyer ag~1nst Company now pending before 
Commission; and (2) for the approval by Commission 
of the 1949 Agreement, as amended hereby. It is 
mutually agreed by the parties hereto that un-
less nnd until the Commission shall have, upon 
the application of Tract Owners or either of them, 
dismissed said complaint with prejudice and approved 
the 1949 Agreement, as amended hereby, ~11 in such 
m?nner §s to make said dism1ss~1 and ~pprovals f~il, 
final and unconditional ~nd subject to no further 
chango without the consent of the port1es hereto,­
this Agreement shall be or no force or effect and 
the rights duties and obligations of the parties 
herete sheil remain as they were prior to the execu­
tion hereof'. If (Emphasis supplied.) 
Except ~s hera1n modified ~nd amended, the 1949 
Agr(~ement is ratified and affirmed .. " 

As indicated by the foregoing and other provisions of the 

agreement, the company is now willing to connect its facilities to 

those installed by Sawyer in 19~8 1n exchange for dismissal of his 

complaint, unconditional approval by the Commission of the agreement 

of July 8, 1949, as modified by that of Hay 21, 1956, and a donation 

by Sawyer to the company of a~proX1mately $39,600. 

The Sawyer case, while exhibiting certain similarities to 

the Commission's investigation with respect to the issues involved 

and the practices of the company in arranging f'or extensions of' 

serVice, will be conSidered separately by this decision, Since the 

record shows and Sawyer's recent request for dismissal indicates 

that an early termination of this controversy is desirable. Certain 

issues, however; raised by the Commission's investigatory order, are 

both novel and complex and the~.r determ1no t10n will require further 

study by the Commission. The resolut1on of all such issues is not 

necessary, in our opinion, in order to grant to Sawyer now the relief 

to which we consider him to be entitled on this record and to which 
( 

we will hereafter confine our remarks. 
\ 
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The basic issue 'I."ith respect to thG 1949 eontract ancl its 

proposed amendment, aSide from the merits of the agreement, lies in 

the assertion by the company of a right to conclude orrangements for 

extension of service outside a so-called "dedicated service oreZl", 

without res~rd to the utility's effective tariff rules, or, in case 

of deviation from s'I).ch rules, without securing prior authorization 

therefor in the manner provided by General Order No. 96. 

The force of the company 1s contention on this issue, how­

ever, is considerably weakened by the 1'3ct that on April 15, 1955, 

less thon two weeks before the hearing in this proceedins opened, the 

company filed with the Commission 0 tori!!' service o.rea map i.,hich in­

cluded Yarutee Point Acres (originally a port of the Victorine Ranch) 

as Zln area in which the company offered to render "'oter service to the 

general public as a public utility. Moreover, the record shows that 

the company rendered water service to portions or Yankee Point ~cres 

Subdivision No. 1 prior to filing its t~ri!'f map, ~nd also, pursuant 

to ~rrangements eoncluded 1n.1943, extended domestic water service 

through its pipelines to two houses owned by Joe Victorine, Jr., 

loco ted ~ short distance south of Carmel Highlands on the Victorine 

Ranch. Correspondence in t!'le record concerning that ~rr3ngernent 

indicates that a written agreement between Victorine and the company 

'''as contemplated. \'lhich WEiS to include: (1) terms and conditions for 

the making of the connection ond the serving of w~ter os would prevent 

that extension of service being interpreted ~s Dn extension of the 

comp~ny's service are~ or the dedication of any of the componyrs 

water to the Victorine service or the area in which it was locnted; 

(2) that the eonsent end ~pproval of the Commission, the Carmel 

Highlands W~ter Users· ond Carmel Development Company be secured to the 

mcking of the connection; (3) th~t a clouse be inserted in the agree­

ment to the effect th~t it wa~ to be subject to such changes or 

modifications that the Commission might direct in the exercise of its 

jurisdiction. There is nothing in the record to show th~t a written 
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agreement wos ever concluded between Victorine and the compony, or 

that, if it had been, it was ever submitted to the Commission by the 

company or by anyone elce for approval. 

Whether the company by its past actions has held itself out, 

as a public utility, to serve all portions of the Victorine Ranch, 

is a question which ':t£l squarely presented by this record. Certainly 

it has engaged to do so \1i th respect to Yanl-cee Point Acres and is 

~ctually rendering 'Public utility water ser,,.ice to ind1v:i.dual con­

sumers in portions of that development, as well 3S to certain indi­

Viduals outside but in the immediate Vicinity thereof. 
-

We recognize of course, that in extending service beyond 

its existing facilities, a water utility is often confronted with 

substantial economic and engineering problems. Although it has a 

statutory right, conferred by SeC"ion 1001 of the Public Utili ties 

Code, to extend its service without further certification by the 

CommiSSion to areas contiguous to those being served, it may not be 

compelled to make such extensions unless the Comp'.iss1on, in an 

~p'Propriate proceeding, finds that it is reasonable to require the 

company to do so. (Iscnbergcr v. P~c1fic G7 &~. COA, ;0 Cal. P.U.C. 

455) 

The company, during its negotiations with Sawyer in 1948 

and 1949, tool< the pos1 tion thfl tits arrangements • .... 1 th him for service 

to the entire Yaru<ee Point Acres No. 1 tract and, eventually, to the 

balance of the Victorine Ranch below the 600-foot contour, would 

require, among other facilities, enlargement of its existing mains, 

or, as provided in the 1949 agreement with Sawyer, the construction 

of about a mile of new 8-inch main. It then maintained, as it still 

does, that s1nce those arrangements contemplated serVice outSide of 

so-called "dedicated" areas, it was not then and is not now requirea 

to secure advance approval of them by the Comm1ss1on~ 
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There is no merit to the company's contention on this pOint. 

With respect to Yankee Point Acres, in which individual consumers 

have been served at least since July, 1949, and as 'co which the 

company has undertaken to provide public utility service as shown by 

its presently effective tariff schedules, the company is undoubtedly 

providing and is holding itself out to provide service as a public 

utility. 

The point of the controversy, however, at this date, has to 

do with the nature and scope of arrnngements for serving the balance 

of Yankee Point Acres No. 1 and other portions of the Victorine Ranch. 

The r.ecord leaves l1ttle doubt th~t the eventual extensions or service 

below Carmel Highlands contemplated by the agreement will require 

substantial reinforcement of tho company's existing facilities in 

that area. Sawyer and the company are at :oggerhcads on the question 

of who is to pay for the augmented facilities. Sawyer's pOSition as 

stated heretofore, is that he should only b~ required. to advance the 

cost of an 8-inch connection to the company's nearest main of that 

size, w)"lich now tcrm1na tos on Lo\ver Waldon Road about 5'60 feet f'rom 

the northern terminus of his 8-inch main at Sonoma Road and State 

Highway No.1. The company has taken the pOSition, in its amendatory 

agreement of May 21, 1956, thDt Sa,~er should pay $24,000, plus do­

nation or the Y~ru~ee Point installations (costing some $15,000 in 

19~8), for enlargement not only of the approxtmately 560 feet of 

3-inch main downstream from the 8-inch main in LO\llCr Wolden Road, but 

olso for enlargement of the 15'00 or so feet of pipo now connecting 

the a-inch main sections upstream from Lower (·'Ialden Road. Tho 

company's claim, 3S advanced at the hearing and on brief, is substan­

tially to the cff~ct thot it may r~quire Sawyer to donate the entire 

sue of about $39,000, wlthout refund and without adjustment to actual 

costs of installation of the approximately 2000 feet of 8-inch main, 

and the tit may do this ~Ti thout subm1 tt1ng in any way to the , 
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regulatory authority of this Commission. If that is the company's ~' 

position we here question it. 

The Commission, on three recent occasions, has stated that 

when a woter utility undertakes to oxtend service outside its certifi­

cated or other acknowledged service areas~ such extension will be 

regarded by this Commission as that of a public utility, subject 

to the company:s applicable tariff rates, rules and regulations and 

to t:"Je further requirement that prior author1 ty be secured by the 

utility, pursuant to ~.neral Ord0r No. 96, £'0:::' rate or service 

arrangements which deviate from the company's filed tariff schedules. 

(Anderson v. ~? \>fnter CO.'-A Ltd q 54 Cal. P.u.c .. 525; Df Liberto v. 

Park Water Co~, Inc .. , 54 Cal. P.U.C. 639; Plunkett et ~l. v • .E.Q..~ 

~~tc~ Co?, Inc .. , ~ Cal. F.U.C. 644.) 

We find th.:'tt, \.,i th ro::;pect to Yanke0 Point Acres No.1, the 

defendant company has, Since 19:~9, und0rtak~n to supply water in that 

subdivision and to other individual conswnors now receiVing water 

th~oug~ ex1sting tncilities therein, as a public utility and that, 

as ,sUCh, the company is subject to the full rogul<::tory authority of 

this Commission and to t,:,"\e requiroment thDt it observe its filed 

tariff rates, rules and regulations as well as all applicable general 

orders of this CommiSsion respecting such servico. 

We also find th~t the company, by execution of tho 1949 

agreement and the 1956 amendments th~rcto, has unequivoeally indicated 

its intent to dedicate and has in fact dedicated its sorvice, as set 

forth in said amended agreament, to the balance of tho Victorine Ranch 

properties, Accordingly, with respect to such serVice, the company 

is also subject to our regulatoTY authority. 

We now turn to a cons:tderation of' the merits of the 1949 

agreement and the amendments o~ May 21, 195'6. That agreeMont, as has 

been heretofore noted, ~rov1dcs for service under conditions that 

deViate from the company T s tariffs in effect vrhen it was negotiated 



e 
C-5596, c-5606 GR-

and at tho prescnt time. The company has never sought nor sccured 

~uthority to carry out its provisions, nor can the maneuver by which 

Sawyer was induced to request its unconditional Dpproval, as aMended, 

be considered by th~ Commission as complianco by tho company with 

the requirements of Chapter X of General Ordor No. 96. The contract 

and its amendments, howoyer, arc before the Commission in this pro­

ceeding; the contract as an exhibit to Sawyer's complaint and the 

amendments as part of Sawyer's request for dismissal of the eomplaint 

contingent upon unconditional approval of the agreoment. 

It would servo no usoful purpose to direct the company to 

file the amended agreement and request its approval in view of the 

stand it hos taken that it is not ro~u1rod to do so. Instead, the 

Commission) hero and now, assorts the full scopo and extent of its 

power to make whatever order in this proceeding it may deom ,appro­

priate \lith respect to tho facilit1~s and service contemplatod by 

that agreement and by the amendments thereto. Indeed, though the 

company may have inadvertently overlooked the pOint, porograph 9 

of the 1949 agreement, conrlrm~d by the 1956 amondmcnts, specifically 

states that "this agreement Shall at all times be subject to such 

chonges or modifications of the Public Utilities Commission of the 

State of Colifornia as said Commission may from timo to time diroct 

in the exercise of its jurisdiction. II We realize, of course, that 

the company is of tho opinion th.a t the CommiSSion would be acting , 

in excoss of its jurisdiction if it were to insist that the company 

soek anC1. socure prior authorization for that instr1lmcnt, or if' tho 

CommiSSion were to modify its terms. The Co~~ission, however, docs 

not share tho company's opinion on that issue. 

The company's main extension rule in effect in 1949, when 

the agreement was first executed, provided, with respect to' 

-16-
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extensions to serve tracts or subdivisions, ~s follows (Rule and 

Regulation No. 19, par. B.): 

"Applicants tor 111a1n extensions to servo sub­
div1sions, tracts, cnd housing projects shall be re­
quired to deposit '~ith tho company b0fore construction 
is commenced the estimated reasonablo costs of the neces­
sary facilities excluSive of service connections and 
meters. Tho size type, and quality of materials and 
location of tho llncz shall be spocified by the Company 
and the actual construct1on will bo dono by the Company 
or by a contractor ~cccptab10 to it. In case of d1s­
agr~cmcnt over Size, typo and location ot the pipe lines 
and the constructing medium the matter may be referred 
to the Public Utilities CommiSSion for sottlcmcnt. 
Adjustment of any substantial differences between the 
estjmated and reasonable actual cost thereof shall be 
made after completion of the installation, subject to 
review by the CommiSSion. 

"For a period not exceeding ten years from the 
date of completion of the main extenSion, the Company 
Will refund to the depOSitor, or other party entitled 
thereto, annually, 35% of the gross revenues collected 
from consumer or consumers occupying the property to 
which the said extension has been made; provided, how­
ever, that the total payments thus made by the Company 
shall not exceed the amount of the original deposit 
without interest." 

On September 28, 19~, just Drior to the filing or Sawyerfs 

complaint with the Commission and While he was endeavoring to secure 

water service to his properties from the C Ol'!lP any , the Comr,1iss1on, by 

a decision issued in a statewide 1nvest1g~tion proceeding, prescribed 

a new form of main extension rt'le to be observed by all water util­

it1es subject to its jurisdiction. (t<later n$il"l Extension Rules, 

53 Cal. P.U.C. 490.) The rule therein prescribed, which was filed 

by Ca11:forn1a \Ilater &: Telephone comp~~~ on November 3, 1954, as 

Revised Cal. P.U.C. Sheet No. 17-W of its tariff schedules, provided, 

with respect to extensions of service to tracts and subdivisions, 

in part as follows (Rule and Regulation No. 19, par. C): 

-17-
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"1. .An ~pplicant for a main extension to serve 
a new subdivision, tr~ct, housing project, industri­
al developlnent or organized service district shall be 
required to advance to the utility before construction 
is commenced the estimated reasonable cost of installation 
of the mains, from the nearest existing main at least 
equal 1n Size to the ma1n required to serve such develop­
ment, including necessary service stubs or service pipe­
lines fittings, gates and housings therefor, and 
including fire hydrants when requested by the applicant 
or required by ,ublic authority, excluSive of meters. 
If additional facilities are required specifically to 
provide pressure or storage exclusively for the service 
requested, the cost of such facilities may be included 
in the advance upon approval by the Commission". 

The rule goes on to prOvide for refund of the advances under 

alternate methods, one of which provides as follows: 

lib. Percentage or :Revenue Method 

The utility w:tll refund 22% of the est1ma ted 
annual revenUEI from each bona fide customer, 
exclUSive of siny customer formerly served 
at the same location, connected directly to the 
extenSion for ~rhich the' cost was advanced. 
The refunds wi.ll at the election of the utility, 
be made in anr.lu.ai, semian."'lu.3l or quarterly 'Pay­
ments and for a 'Period of 20 years .. t1 

The Commission's dClcision whicl.." prescribed the fo:t''egoing 

rule directed that, in effecting tranSition from former extonsion 

rules, public utility ,.,ater systems shc.uld ~pply the provisions 

of their former rules to prospective customers who had signed 3'Pplica­

tions for service or those who had actively negotiated in good faith 

for service during the six-month pG~iod prior to the dote of issuance 

of the CommiSSion's deciSion, Septem~er 28, 1954. 

Vie have no hesitancy in finding 25 a fact that Sawyer was 
... 

negotiating actively and in good f9ith with the company for "/ster 

service for at least six months prior to promulgation of the new 

extension rule.. \ve are, accordingly, of the opinion that, "Ii th 

respect to any refunds to which he may become entitled under the 

terms of the 1949 agreement, as amended, concerning further extensions 

of service to portions of the Victorine Ranch below the GOO-foot 

contour, that, despite the teirms of that agreement, the amount and 

-18-
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~uration of such refunds should be calculated on tho baSis of the 

company's extension rule in etfeet on July 8, 19~9. With respect to 

service on the Victorine Ranch properties ~bove the GOO-foot contour, 

although the 1949 agreement provides thst such serv1ce shall be on 

terms acceptable to the company, the COIll{'lission asserts the power to 

scrutinize those arrangements also, if and when made, in advance of 

any construction in connection therewith and, if necessary, to 

revise or modify any subsequent contract or further amendments to 

the 1949 agreement which relate to ~uch extensiono of service. 

Although we have said that tho company should apply its 

main extens'ion rule in effect in 1949 to ref'l.lndc to which 

Sawyer may become entitled under the 1949 agreement, as amended, 

despite th0 present language conta.ined in th,c instrument, we recognize 

that the former extension rule, in effect in 1949 is not clear with 

regard to the size of the company's main to which the subdiVider was 

required to provide facilities in order to make· the conneet1on. In 

'chat respect-Dnd '''e concede that the forme:r rule was deficient on 

that point-the present rule is more specific and requires that the 

subdivider advance the "estimated reasonable cost of the mains, 

from the nearest existing main at least e~ual in Size to the main 

required to serve such development, ••• 11 

The company, by its amendments to the 1949 agreement, 

appears to ha~l'e conceded that a conp.ection to its 8-inch main in 

Lower Walden Road, rather than construction of a new 8-inch main 

5200 feet in length, would be adequate' for service to the balance 

of ~nkee Point Acres No. 1 and would also provide at least a 

st~rt for facilities that might ultimately be needed to serve other 

portions of the Victorine Ranch. However, by requiring that the 

donation from Sawyer also should include the cost of enlarging some 

1,00 feet of the main furthe:r upstream from the section of 8-1nch 

main in Lower Walden Road, the company is attempting to saddle upon 

-19-
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Sawyer its own responsibility, for providing ade~uate installations 

for existing and future service in the Carmel Highlands area. As we 

view the present main extension =ule, Sawyer is not obligated to 

ad.v~lDc:e the cost of any more pipe than would be necessary to make the 

connection between the downstream terminus of' the existing main in 

tower Walden Road and the northern tel~inus of his 8-1neh main at the 

intersection of State Highway No. 1 and Sonoma Road
7 

a distance of 

approximately 560 feet. 

Since no retunds are contemplated for this phase of the 

agreement, we see no reason for not applying t.I"l0 terms of the present 

main extension rule in respect of the length of pip~ required to be 

!'urnished b~r Sawyer to meet the company r S "nearest existing main at 

least equal in size to the main required to serve such development." 

Accordingly, the 1949 agreement, as amended, will be modified to pro­

Vide that only the reasonable actual costs of installat10n of approx1-

mately 560 feet of 8-inch pipe ~nd related valves and f1tting~ m~y be 

included in the donotion requir~d of Sawyer for the connection to his 

exist1ng 8-inch main in State Highway No.1, in lieu of the provision 

for a donation of ~24,OOO, not subject to adjustment to actual costs, 

now contained. in the amended agreement. 'je do not disturb other 

provis::"ons of the agreement calling for a donation 'by Sawyer of the 

Yankee Point Acres No. 1 installations completed by him in 1948. 

We are aware of the implications of the action we take here 

in asserting regulatory power over contract~ between utilit1es and 

prospective customers or land developers which contemplate c~~ension 
. -

of utility service outSide o:f' areas wi thin which a ut11'ity m<:lY claim 

to have circ'UlIlscr1bed its service. The part1es here, however, have 

presented to the Commission a contract which contains conflicting 

prov1s:f.ons on the same subject; namely, the provision in paragraph 9 

of the 1949 ~greement, which states that the agreel'!l0nt shall lIat all 

times" be subject to modificatiol'l by the Commission, and the provis10n 

.:.--.. 
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in paragraph 6 of the 1956 amendatory instrument, which states that 

the amended agreement shall be of no effeet unless the Comm1ss:Lon's 

opproval thereof is "full, final and unconditional and subject to no 

further changes without the consent of the parties hereto, •• ~It 

While the company may, and does, maintain that the CommiSSion 

has no power at allover the agreement, thus seeming to make surplus­

age of paragraph 9 of the 1949 instrument, the Commission cannot accept 

the company's view and must give effect to that paragraph as the only 

altern~tive to complete abrogation of the power which we hare assert. 

Any other course would result in making a travesty of the constitu­

tional and statutory scheme of regulation of' public utilities i:n this 

state. 

Counsel for the company, at the opening of the hearing, 

moved to dismiss the Sawyer complaint. He renewed the motion a1: the 

concluSion of' that portion of the record which had to do specif~Lcally 

with the Sawyer matter. Both m.otions were denied by the exam1ne~r. 

'vIe have considered the i~otions o.nd the showing made in support thereof 

~nd find thom to be without merit. The examiner's rulings should and 

will be affirmed. 

ORDER .... - ..... - ... 
Public hearing hDving been held on the complaint of Charles 

G. Sawyer against California Water & Telephone Company in this con- . 

solidated proceeding, evidonce and argument having been received and 

conSidered, the CommiSSion having determined that it is appropriate 

to issue a separate and final order herein '!J!1th respect to the Sawyer 

mattor, Case No. 5596, and now being fully advised and basing its 

order upon the findings and conclUSions contained in the foregOing 

opinion, 

IT IS HEREBY ORDERED that: 

-21-
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1. The motions made by C~lifornia Water & Telephone Company, 

~t the hearing, to dismiss the complaint of Ch~rles G. Sawyer herein 

are and each of them is denied. 

2. The request of Charles G. Sawyer, filed herein on May 23, 

19,6, for dismissal of his com~laint contingent upon unconditional 

approv~l by the Commission of the agreem~nt of July 8, 1949, as 

amended by the ~greement'of May 21, 1956, is denied. 

3. California Water & T0l0pho~e Company, defendant herein, is 

directed to carry out the terms and conditions of its agreement of 

July 8, 1949, as amended by its agreement of May 21, 1956, with 

Charles G. Sawyer and to Forust, Inc., as modified to the extent and 

in the manner set forth in the preceding opinion with respect to (l) 

application of its extension rule in effect on July 8, 1949, to the 

extension of facilities as provided in the agreement of July 8, 1949, 

as amended, to portions of the Victorine Ranch properties other than 

Yankee Point Acres NO.1; (2) connection of its 8-inch main in Lower 

Wal~en Road with Sowyer's 8-1nch main terminating at the intersection 

of Sonoma aoad and State Highway No.1, and the payment by Sawyer 

therefor, by way of donation, of no more than the reasonable actual 

costs of installation of said connection. 

4. California Water & Telephone Company is directed to re­

execute said agreement of July 8, 1949, ae amended by the agreement 

of May 21, 1956, and as modir1e~ by this order, as of a date subse­

quent to the ofte cti ve da te of this order, and to file '''i th the 

Commission, within thirty days after tho date ot issuance of th1s 

order, two fully conformed copies of said agreement. 

-22-
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5. Except os granted herein, the relic! prayed for by Sawy~r 

in his complaint, other than the institution of an1nvest1gat1on 'by 

th~ Commission into the company's Monterey subdivision main exten­

sion contracts and practices, which has been done, is deniGd~ 

The effective date of this order shall be twenty days after 

the date hereo!'. 

, California, this c#?~~ 
day ot. 

/ / 
omm1s;sionerG 


