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Decision No. 5';526 

BEFORE 7rlE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CAL!FO~:A 

PAUL W. JOImSON and 
PEARL M. JOHNSON, 
his 'W1:te, 

) 
) 
) 
) 

Co:npla1nants, ) 
) 
) 
) 
) 
) 
) 
) 

'fIS. 

PATTERSON CITY WATER CO~2ANY, 
a. corporation, 

Defendant. 

~----------------------) 

Case No. 5652 

Logan & Dens:ore by Wil1i8~ Log~n tor co:npla1nants. 
Taylor, Taylor, «~ay1or oy Edw?rd 6. TnvJor, Jr., 

for defcnda.."'lt .. 
~e F. Tink10r for the CO=Cission statf. 

o ? ! N ION --- ..... _--
Co~plain~"'lts, suodivision developers, seek an order fro:n 

the Commission directing defenda.."'lt, a puolic utility water company, 

t~ apply the retund provisio~ of its s~bd1vis1on water :a1n 

extension rule (Rule 19, paragraph B) in effect prior to 

November 16, 1954, rather than thoce of its curren~ =ule (Rule 19, 

paragraph C), t~ complaina.~tsr application for constr~ct1on of a 

water main extension to serve ~he Del Puerto subdiviSion in the 

City of Patterson, St~"'l1s1aus County. Defcnd~"'lt, by its ~swer, 

~vcrs in subst~"'lce t~t it 1s not ob11g~ted to apply the refund 

provisions of its for:~r Rule 19 and as~~ that the comploint be 

dismisSGd. 

The c~sc Wi:!S sub::li tt<::d I;ovc:lbcr 16, 1955, following 

receipt of ev1dence ct Q public hOQring held ~t P~tterson b~for~ 

Excmincr John M. Gregory. 
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The ~vid~nco disclosQs t~t dcfond~t construct~d cortnin 
\ 

w~t0r m~1n extonsions into compl~ino.nts' f subdi vis1on. On April 15, 
\ 

1955, compl~in~ts doposit~d -with dofendant the suo of $984.00 to 

cov~r the costs of constructing th~S0 0xtcnsions. The Commission 

must now decide whethor dcfond~~t!s for.m~r or present rulo, 

concorning the rc~~d of such depOSits, is to ~o applied in the 

pr~s0nt en-so. 

Prior to Septcmb~r 28, 1954, dorcnd~~t ~d its Rule 19 on 

file with the Comission. ?c.r.:lgr~ph B of this rule set forth. t:.'le I 

deposit ~nd rofund provisions rcl~tive to th~ !1r~~cing of w~tcr 
1 

mn.in extensions to sorve trn.c"ts or su'bdi visions. On S¢pt~mb.:lr 28, 
".,.J 

19~, the Commission issued Decision No. 50580 setting forth new 
2 

rulos governing such deposits ~d retunds. (W~tor Y~in Extension 

Rules, DeCision No. 50580, Scpter:lb~r 28, 1954, Case No. ,$01, 

53 Cal P.tr.C. 499). By its dec1sion tho COmmission directed public 

utility water companies to ~ilc copies of tho new rules with the 

1 

2 

Briefly this rule provided tha.t ~ppliccnts for extensions to 
supply real estate tracts or subdivisions were required to 
deposit with the w~ter co~p~y the esti~~tcd rccsonablG cost 
for sucn extension prior to the comoencement of construction. 
Refunds were then ~~de to tho npplicants for ~~ch,Oona fide 
consucer within the subdivision upon the basis that the cost 
of onch 1,0 feet of ~~n within the subdivision beers to the 
tot~l ~ount of the origir~l deposit. No refunds w~re to be 
~~de nfter a period of ten ye~rs fro~ t~ date of cOQplction 
of tho 1nstallct1on. 

The now rules provide that ~pplic,~ts for extensions to supply 
real estcte tr~cts or subdivisions s~~l1 b~ required to odvance 
to the utility before construction is co~onccd the est1Qated 
recsoncblc cost of inst~11nt1on of th~ ~~1ns. Retunds arc ~de 
under one of two ~0thods at the option ot th~ utility. Under 
one m~thod (Proportionato Cost), for c~ch s~rvice connect1on the 
utility will rotund within 180 dc.ys the portion ot the totcl ~ount 
of the ~dv~ce which is dctcr=1n~e !ro~ the r~t10 of 65 fc~t of 
~~in to tho tot~l footcge of ~ain in th~ cxtcnsion!or which the 
cost w~s adv~cod. Und0r this m~thod no rd~~ds ~rc"Qadc cfter ~ 
p~r1od of ton yeors fro~ tho date ~f cocpl~t1on of the ~$1n 
~xt€nsion. Undor the second ~~thod (Percentage of ?~vcnue) the 
utility refunds 22% of tho esti~~tcd ~~ucl r~vcnuc f=o~ c~ch 
bcnn fide custc~cr con.~ccted directly t~ the extension. Under 
this m~thod the retund is ~cee for n p~riod of tw~nty yecrs. 
Tho tot~l ~ount of th~ r~!und under oith~r ~ethod is not to 
exceed tho ~ount of the cepos1t adv~~ced. 
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COCQission within forty days ctter the effective dcte of thG 

dcc1si~n. :hc new rules would "occ ..... :lC offecti va o.S to :.ny 

p~rticul~r utility on fivo c~ysf n:t~co to th~ C~:ciss1cn ~~ to 

tho public ~ttcr such filing. Defona~~t filce the new rules With 

the C0~ission or. Ncv~obGr 12, 19~. 

Decision N~. ,0,80, in ~c.~iticn to pr::,z:ulgnting tho new 

rules, providc~ th~t in of~ccting tr~sit1cn trow the th~n existing 
,. 

roles to the now rules, public utility wo.tor CO::lPc.n1os r~should 

~pply th~ provisions of thoir ~rcsent rulos fer =n1n vxtonsio~~ to 

these prospoctive custoccrs who ~~vc siencd cppliccti~ns fer sc~l1ce 

clce:tsic!'l.11 CO:1plainc.nts in their plc~c!ing o.llege in substance t:b.ct 

they had actively nogct1ateG with d~!cnc~~t in good !~ith for 

service during the six~onth period prior to S~ptc~bor 28, 1954 

(the issuance d~tc of Decision No. 50580) end tor tbis rc~scn thoy 

clo.ic the rctu.~d provisions of det~nd~tTs prior rulo o.pp1y to 

theo. Dctend~~t der~cs this ~llcgation. 

The testi~cny ~f tho witnesses ~iscloses that on sevc~~l 

occ.:ts1ons G,uring tho per1cC froo C\pprcX1:l~tely April 1, 1954 to 

Septer-bel' 28, 195'-+, Co::p1nj.:c.c...."'lt P~u1 Jcbnzon ongc.gv~ in J.iscussions 

~d conversations With rvprcscnt~t1v~s of a~fcnc~tconcerning , 
·"~tor service to cocp1aincnts T ccntOl:plc.tcc! subeivisicn. It ::I'.lst 

~c acc1ded wh~thor these discussions nnd c~nvers~ti~ns woro of 

such a ~~turc ~s to have c~nstitut~C ~ct1ve ncgct1ations in good 

fc.ith for service. 

There is Q cortn1n ru:lount 01' cor.!lict in th~ tosti::ony 

c.z to how r:l~y ccnv~rs~tions took plc.co between Jo~on end 

clotcnd,'3l'lt T S rcprcsonto.ti ves ·:luring this ;tericc:.. Thoro is olsi) 
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conflicting testi::lcr..7 ~s to who wes present during 5000 of thes9 

Johnson testified tr~t the first ccnv~rsnt1cn took pl~cc 

bctw~en hi:sc1! and J. D. Patterson, dcfond~~tTs ~resident. 

Accorc'!.lng to c';':lplc.ln.:t."lts' testioony, this ccnv~rs~tion took plD.cO 

~bcut April 1, 1954, in the lobby o~ one of tho loc~l b.~~ in the 

City of Patterson. JO~Jlson testi!ic~ t~~t ~t this t~c ho wns 

Goaling with n title insurance CO~P~"ly rclc.tive to ~ving t~t 

co~peny prepere the Cc.liforni~ Division cf Re~l Estate subeiV1sion 

qucstionn,~i!'e for the prop~rty in quostion. He testified th.."l.t in 

the course c~ these ~oe11ngs it ~as c~11od to ~~s ~ttention t~t 

he shvuld obtnin letters 1"roo the va~iouz utilities in ordor to 

~xpodlte obtaining c. clear~"lce for the pro~oso~ .subdivision fro: 

the Division of Re~l Estate. Johnson tcsti!i~c it wcs ~or this 

purpose thnt he first contc.ctod ?~ttorson. Ac¢or~g tc Johnsonts 

tosti~ony, he told P~ttorson during this first ccnv~rsct1on in the 

bank th~t ho was going to subCiV1do the property in question, t~t 

he r~d ~ b~cker who ~~~ ~"l opti:.n en the Drc~crty, ~"lC that th0 

broker h~d n buyer. Johnson further testified t~~t curing this 

convcrsat1cn, he tol~ Patters en the v~rious pcrties w~ted to 

know whether there w~s going to be any e~rg~ tor installing the 

w~tcr ~a1ns inoscuch as such ~ cr~rge would effect Jon."lScnfs scle 

~rice for the lots. Johnson further testified that Petterson tole 

hi~ it ha~tt been PattersonTs custo~ to charge for mzin extenSions 

within th~ City of ?~ttorscn ~d t~t he w~uld not c~ge Johnson. 

,To!mscn f'urthcr tcst1fiGI1 thot he told ?a.ttorson hc woulc!n ft ask 

for :m cxtcnsi(,n cf tho :lain 1.ll'ltil he ~as retldy tor it. According 

tv the test1c.ony Pattors..)n than told Joh.'"'lsc·n to ind1e~tc ",N'han he 

w~s rocey ~d cotandent would put tho ~c1ns in. JO~"lson testified 
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~hat he told Patterson ot the need for the letter to tho DiVision 

of Real Estate and Pattercon told him that whanover he wanted it t~ 

Cooe to Pattersonrs otfice and it would be, prepared. 

Patterson testified that several years before ~he 

convercation in the bank, So~~son had sp~ken to him regarding the 

develoPQe~t ~f the property in question. According to Patterson's 

testimony on this earlier occasion he had sp~ken to Johnson about 

defendant's then existing rule regarding cain extensions and th~t 

at the time of the conversation in the bank, he told Johnson that 

the main extenSion rule, previollsly discussed, was still in effect'. 

Johnson testitied that his n~xt discllssion with 

d~fend~~tt$ repres~ntatives occurred about April 7, 19~. 
Complainant stated that at this time, he went to detendant's otfico 

~~d spoke With on~ of detendant's women employees. According to 

Johnson's t~stlcony this conversation consisted of a request ~y 

complainants to defend~~t that it send the l~ttor to th~ Division 

of Real Estate r01ativ~ to water s~rvice to the proposed subdivision. 

Alb~rt Kaas, def~nd~tTs gon~ral canag~r during th1s p~riod, 

testified th~t ho spoko with Johnson ~bout this t1me rel~tivo to 

the requestod lettor and water s~rv1co to tho proposed subdiVision. 

Johnson deni~s this. Th~ ~videnc~ indic~tos t~t dorond~nt sent 

~ letter d~t~d April 14, 1954 to th~ Division ot Real Est~te, 

which stated~ flTh~ Petterson City W~tcr Co:pc.ny ·flill sOrv'O the 

Del ?u~rto cddition, c subdivision of n portion of lots B ~dC 

of th~ town of Patt~rson, contcin1ng 21 lots with domestic w~ter 

s.::rv1cc. TT 

Johnson testified t~t he did not hAve any turth~r fo~~l 

convdrsnt1ons with d~t'~ndc.nt's rJprosontc.tivcs cftcr the ti::l0 he 

rvquest~d th~ lott~r to the Division of Reel Est~te until about 
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Nov~mbor 1, 19~. Petterson t0stifiod, howcvo~, t~~t he had severcl 

conv~rs[',t1ons wi th c01J1pl,~1nant P.'lul John~on concvl'n1ng wo.to:- to 

the proposed subdivision cbout tho timc this lctt~r w~s ~vnt but 

t~t ~s ~ ro~ult of theso convor~~tions it w~s P~tt~rsonts 

1~pr~ssion that the pl~s tor going ~h0~d with t~ proposod 

subdivision w~re indefinite. 

The evidcnce further shows t~t Johnson ~d ~ nu:ber or 

convers~tions with both Ka~s ~d ?~tterson during Nove~b~r, 1954, 

ct which time Johnzon ~skcd thot main extensions to th~ proposed 

subdivisiori 00 put in. Th~ eVidence also shows thnt in 

Nov~~ber, 1954, Ka~s 1nro~ed Johnson of ~h0 ~o~~t of tho deposit 

nec0sscry to cover the cost of insto.l!ing tho main extensions in 

question ~d tr~~t in April, 1955, Patterson gnv~ Jor~son a 

different r1gu::."c .'?oS tho ~ou.."'lt of the noccssc.ry dopoZi t. Joh.."'lson 

deposited this latter ~ou.."'lt with dcfond~~t. Tho first house 1~ 

tb0 subdivision Wc.s completed in the spring of 1955. A portion 

~r the subdivision bcg,~ receiving w~t~r fro: dcfend~~t ~bout tho 

first p~rt of June, 1955. 

It is th~ Cocmiszion 1 s opinion ~~d it so finds thct the 

discussions ~d conv~rs~tio~s occurri~g prior to Scpte~bcr 28, 19$4, 

~s shown by th~ t0s~imony horci~bovc rofo~rod to, do' not cst~blish 

t~t compl~inants hcd ~ctiv~ly nogoti~t~d in good fcith fer s~rvicc 

during th~ six ~onth period prior to tho dctc or 1ssu~nco of 

Decision No. 50580. 

Th0 te:t'!ll "nogotic.tc" ::c~~s to hold intercourse or tro~t 

wIth in order to como to tG~S upon some mctt~r, ~s c pureh~ze or 

so.le or to conduct COt:lI:lu.."lic~tions or conferences-.as" ,a basis of 

agrco=ent. (Webst~rs Now Int~rn~ti?ncl Dict1on~ry, Socond Edition, 

un~bridg~d; MQson vs ~zcl, 82 CA 2d 769). 
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This definition indicates that the word "negotiate" refers 

to that activity which is entered into for the purpose of reaching 

an agreement or of co~sumating a contract. The conversations 

referred to above that were held prior to Septe~ber 28, 1954 were 

not entered into for that purpose rather they were entered into for 

the purpose o£ obtaining information to aSSist complainant in the 

further development of the proposed subdiviSion or for the purpose 

of obtaining a letter from defendant. These conversations were 

not enterod into for the purposo of con~ating an agreement 

relative to water service. 

The Commission finds, ther~fore, that complainants had not 

activ~ly negotiated with de!~ndant in good faith for service to the 

subdivision in question prior to September 28, 19~~, the issuanee 

da.te of Decision No. ,0,80. Th~ CoIllLlission !Urther finds that tl"'..e 

rotund provisions of paragraph C of defendant's Rulo 19 as tiled 

with the Commission on Nov~mbcr 12, 19$4, govern the rofund of 
, 

complainants t deposit hereinabove referrod to. It appears, therefore, 

that this comp1uint should be dismtss~d. 

Q.B.~~a 

Complaint as above-entit1cd having been filed with t~s 

CommisSion, a public hearing having b0en held thoreon, tho matter 

having been submitted ~d now being r~ady for decision, 

IT IS HEREBY OP.DERED tr..at the cbove-anti tled eomp~1nt 

be and it is dismissed. 


