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BEFORE TH:D PUBLIC UTILITIES COMMISSION OF IEB SIAIE oF CALIFORNIA

a California corporation, for approval

of contract agreements containing pro-

visions to add aid in construction of

out=of-tract costs to in~tract reim- . _
buxsible improvement comtracts, a - Application No. 41551
deviation to Main Extension Rule lS-C s _
under Sec., 453 of the Public Utilities

Code.

Application of CREST WAT{‘.R COMPANY , ;

Roland Curran, Secretary, for applicant.
L. L. Thormod and James R. Barrett for the
Commission stafl.

OPINIO\T

Crest Water Co. seeks authority to execute f:.ve contracts
~ with subdividers for construction of. in—tract and off-site water
facn.lities in College Crest, an. tmincorporated area northeast of .
Bake*sf.:.elo, a portion of which was certificated to applicant in |
1956. (Decision No. 53233, Application No. 37744.) The application, )
£iled T ebruary 29, 1960 and heard Apr:.l 23, 1960 at Bakersfield
before Lxaminer John M. Gregory, was submitted for dec:t.s:Lon sub;xect
' to the £iling of certain exhibits, since received which contain o
the company's proJection of estimates to 1965 mcluding refund |
comm:.tments, -of the: plant expans:.on required to complete installa- -
tions in its present tariff area. : |
The evidence shows that applicant. had a total of 259 active-t’ B
service conncct:.on.s on Decemoer 31, 1959, all 'but four of which were
being supplied under flat rates. The service a:tea adJoins portions
of territory sexved by California Water Serv:.ce Company, wb.ich |
prior to inauguration of applicant's operation, had: been requested
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but had declined to extend its facilities to the College Crest

development. The area, situated on rolling, elevated gronnd soutb.' 7
of the Kern Riverx Bluffs, presents problems concerned with obtain_ng‘- g
supplies of water from wells, which are costly, and of construct:.ng
the storage and other facilities needed to sexrve the var::.ous tracts. ‘
Faced w:.th these difficulties, the developers, one- of which Crest o
Land Company - Is an affiliate of applicant with some reluctance
have joined with the utility in working out a "master plan" for -
securing additional water supply, stoxage and transmission plant |
under agreements whereby the prorated cost of off-site instal‘lat:.ons-
has been added to the on-site costs, to be refunded by the utiliw
on the basis of the "pexcentage of revenue" method of its water ma:..n'
extension rule, over a period of 20 yeaxs. 'I'he requested author:.ty ﬁ’ “
thus contemplates a deviation from the. provisions of t‘hat rule. .

Applicaent's officials, at the hearing, agreed that the
utility would find it difficult to’ refund these advances .'I.n the
absence of full develoyrment of the tracts, a conclusion mede ev:.dent.‘vf ”
by the documentary evidence, which Includes a staff financn.al study,
based on information available- nrior to the hearmg, wb.:.ch indicates- :
that, in 1959, with only $16,000 of advances for ‘construction out-
standing, the company showed 2 deficit in tbat appro:vn.mate ‘amount |
and a net operating loss of almost $2 500 after. taxes and deprec:.a-‘ S
tion, ' | | B |

While the exhibit filed after the hear::.ng :.ndicates that
full refunds of comstruction advances might be achieved .tor the
contracts involved in the present application, provided that the
development became "saturated“ » refunds for advances planned for 7
1961-1963 would, with ome exception fall shozt of full ret:.rement
of the sums to be advanced for those years, due primarily to the
fact that off-site costs are included in the advances..
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App].icant advanced a substitute proposal at the hea::ing o
from that originally set forth in fts plead:[ng. _ In addit:.on to the
inclusion of the cost of off-tract facil:.ties in the amount of the
advance related to the two contracts with nonafiﬂiated developers, '
applicant now proposes to issue $10 par value ‘common stoclk to its | |
affiliate, Crest Land Company, as a means of financing a‘porti.ocof-;‘ )
its jnvestwent and has asked the Comissioa for 'authotity to doi\so._
The resulting ratio of common equity to construction advances, of
about 607 = 40%, would place the utility in better position to ‘
finance- the remaining construction projects on the system, '.tn the '
opin:ton of its secn:etary - ' |

~ On May 17, 1960, applicant in its letter transm:[tt:fng the
post-hearing exhibits, stated that Crest Land Company had purchased .
the balance (2,048.5 shares) of stock autho:ized by a prior Comnis 2
sion decu.sion (Decision No. 53233). | Its 1ater exhi‘bit ('Exh:[bit 3), . ',
covering estimated plant expansion to 1965 reflects that transactioc,‘
vhich leaves a refundable advance of $77, 425.66 by Crest Land Company .
for its 1960 project covexing 195 lots, if the Comm:l;ssion were to
approve the three agreements with Crest Land Company modified to
refund $20 485,00 of the prospective advance tb:cough issuance of
common stock of Crest Water Co. '

It is cleaxr fra:n this record that :Lf the application,
originally presented wexe to be granted and the projected plant
expansion continued to 1965 on the oas:f.s of advances for construction,”
applicant's common stock equity would gradually decrease, i’.n ratio to {
advances, to about 437 of its capztal structure. 'I‘h:!.s does Tnot’

appear to be 2 soumd structure, in view of the record which ind:.cates |
operating losses. o '

‘The following tabulation, based on a reconcil:t.at:r.on of the
staff's exhibit and those fﬂed 'by applicant after the hear:[.ng

..3..
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indicates the approximate capital structure that would result :.f the
utility were to 1ssue $10 par value common stoclc to its affllzxate |
for a portion of the balance of its outstanding construction ad- . ,
vances. Such advances, for the ‘purpose of this tabulation, assumed
the approval by the Comission of the £ive agreements and the issue
of the 2,048.5 shares of stock ment:l’.oned above for the :lmmed:.ate
refund of a poxrtion of the amount to 'be advanced by Crest Land
Company. This xesults in a remaining theoretical unreftmded advance
fxom Crest Land Company amounting to $77, 425.86 for 1960 and would |
bring about a ratio of common equ:.cy to advances roughly on. the order ,

'-of60‘7.and40%.

ItM» | - - X
: Sk T

3 000 Shares $10 _ C e e
value common. stock B . . %£:30,000 .

Common Equity o ': R $243,59@
Advances (1960) - $135 Sloo'r | I o
Less 3,000 shares = $ 30,000 $155 548
‘I\Tote a a‘ble (to be Sy
pay , ga | | § 1o,ooo Y
Total Capitalization o $414,144
@@ngt—fe_) |
We find that the mdence does not support applicant'

or:.gmal request, Also, the subst:.tute prOposal of applicant appears

to be unacceptable because the prOposed main extenszon agreements |
with the three developers of the area to be served WOuld prov:l’.de _
for the inclusion of the cost of baclup plant in the amount advanced
to the utility. The ut:.l:.ty's :E:.led rule places such responsi‘bﬂ:[ty
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upon  the ut:.lity to provide th.:{.s backup plant and the addn.tional
amount bere advanced for such bacIcup facflities might nevexr “be
refunded in full. At 'best the portion of the advance related to
the backup plant would mot be refimded wtil the 20-year term of
the agreements would have aluost exp:!'xed. o _
Authon.zat:l.on to execute the five contracts w::.ll be with-
held. Instead and m accoxdance with appl:.camt's modn. :Eed request > “
authoxity will be granted to issue not to exceed- 3 000 sb.ares of the

utility's common stock of the par value of $10 per sb.are, to- fn.nance;.‘f S

a portion of the company's :anestment in backup faciln.t:.es £or tbe
developments proj ected for 1960 If applicant comes forwaxd w::.th a

proposal to fmance :’.ndependently all or a major port:.on of the off- X

 tract facilities and to use its ma:.n extension rule only for the

d:.stri.bution facilit:t.es requ:u:ed the Comm.ssion will g:.ve cons:.der-

N at:.on to such proposal in lz.ght of the c:'.rcumstances then made to |
appear.. | o |

Public bhearing having 'been held here:m, the applicat:.on
having been submitted fox decision on the record as ampl:'.fied by “
exhibits filed May 19, 1950 in accordance with an o*'oer made at the '
hearing, the Commission now oeing fully adm.sed and bas:{.ng its
order upon the :Cmdlngs and conclusions conta:‘.ned :f.n the forego:mg
opmion," | | L o

'I’.!.‘ISOKDERCDthat*

1; | Apolicant, after the effective date hereof and on ox ‘
before December 3L, 1960, may issue and sell not to exceed 3,000
shares of its common capital stoc’c, of the par value of’ $10 per
shaxe, for the pm:poses hereinabove specified the Conm:’.ss:.on. bei’.ng L
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of the opinion that the money, property or labor to. be procm:ed or
paid for by the issue of the securities herein authorized i.s

reasonably requ:h:ed for tbe purposes spec:[fied here:(n and that sucb.

purposes are not, in whole or in part reasonably chargeable to
operating expenses or to income.: ,
2. Applicant shall file w:f.t:h the Conmisaion monthly reports
as required by Gemeral Order No. 24-A, which order :!noofar as
applicable, :Ls made a part of th:!.s order. .
3. Except as g:anted he::e:in the amﬁlication in- otber
respects, is denied. .
The effective dat:e of this order shall 'oe twenty days
‘after the date hereof. | _ o o
Dated at San Kranciess » Califofn;ta,. :th:I.s &2 Vﬁ%
day of 00708cer , 1960. , o e

&&%w e . .
‘ Comi.,sxoners mheodoro Ho- Jonnor__bemg

aecessarily sbient, el 26t porticipate .
in the disposition of TLiS pr procoeding, . -




