
MJO 

Decision No. __ 7A.15 .... 9w.2~O __ 

BEFORE THE PUBLIC UTILITIES COt1MISSION OF TIlE STAXE OF CALIFORNIl"" 

Arthur H. Burnett, 
C¢:npla!.nant, 

vs. 

Solem.int T.\l'a~er Company, 
a. corporation 

Defendant. 

) 
) 

~ 
) 
) 

~ 
------------------------~) 
Arthu'r H" Bu-.rnctt;J 

Complainant, 

VS" 

Vallecito ~:ater COCpa:ly, 
a corpora.t~on 

Defendan'C. 

) 
) 
) 
) 

~ 
) 
) 

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

Case No. 8874 
(Filed December 9', 1968) 

Case No·" 8875 
(F11e~ D~cem~: 9, 1968) 
(Ame~d March 12, 1969) 

Ever~:t S.. Ln.~~n) for cemplainant. 
l<.s:~l K .. R.oos, or de:ecdant, Sole:nin-: Water Comper..y, 
Witli~ M~ L~ssleben, for defe~~t,V~llec~~o Wate: 

C~m?.a.q .. 

OPINION -. .... - ........... -

Complainent Arthur H. Bu:nett see~ ~ order di=ecting 

de£ende~ts Sol~int Watez Company (Solemint) end Vallecito Wa:er 

Comp~n1 (Vcllecito)to pay certain overdue refunds of advances :or 

construction) plus in:erest 2t the rate of seven percent per ann~ 

from th~ due date to the payment dete. 

Public hearings on the two complaints were held before 

Examiner Catey at Los Angeles on March 17, 1969. No:ice of h€ari~8 

had been sent to complainant, to each defendant ane to each party!s 

attorney. Testimony was presented by ~7ienesses for com;>l.c.ir"':':l.t and 

Vallecito bu~ no representative of Solemint appeared at or attended 

the hearing. The matters were submitted on I-larch 17, 1969, subject 
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to the receipt of opening briefs on April 177 19697 reply briefs on 

April 24, 1969, and, in Case No. 88747 supplemental reply briefs 

on May 23 7 1969. The presiding examiner ruled that Solem1nt would 

be afforded an opportunity to file briefs 7 even thoug..;' it was not 

represented at the hearing. Briefs were filed by complainant and 

both defendants. 

Main Extension Agreements -- Solemint 

In 1962, Solemint entered into four main extension agree

ments with S .. V. Hunsaker and Sons (Hunsaker), cover:r.ng I..os Angeles 

County Tracts Nos 25927» 2S122 7 27335 and 27336. Pursuant to 

Solemint T s tariffs, Hunsaker advanced to Solem1nt the est::!meted 

reasonable cost of installation of mains requ1rec to serve HunsakerTs 

developments. The amount of the acivllnce o;.:ec latc:- adjusted to the 

actual cost, as required by Solemint T s tariffs.. At. that time 

SolemintTs tariffs provided that the adjust.ed advBnces were suoject 

to refund on the basis of 22 percent of the utility average annual 

revenue per residential and business customer for the prior calendar. 

year for each customer served. 'by the extensions 7 such refunds to be 

made in ~l, semiannual or quarterly payments 7 at Solem1ne 1s 

election, for a period of twenty years unless the advance !s :ully 

refundecl, Without interest, prior to that. time. 

At some t~e r~t disclosed by :he reeord7 Phillip R. 

Sledge & Company (Sledge) acquired Hunsake=Ts rights to refund of 

the aforementioned a.dvances. In 1967 end 1968, complainant in turn 

acquired Hunsaker's rights from Sledge. ~ folloWing Table! 

s'Ummar1zes pertinent data from Exhib:tes Nos. 1-A., 2-A, S"'A~ end 4-A 

in Case No. 8874, which exr~:tbits are copies. of the eocuments .:1ssigning 

Hunsaker's rcf~ rights from SleGgc to eocpla~nant: 
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TABLE I 

REFUND ASS!GNMENTS - SOLEMINT' 

Item. -
Tract 
25927 

Tract 
26122 

• 

Tract 
27335 

Tract 
27336 

Date of Extension Agreement 9-19-62 10-5-62 9-12-62 10-5-62 
Date of Ass1gnmene 8-16-67 8-l6-67 1-9-68 1-9-68 
Adjusted Original Advance $22>921.64 $38~916.23 $3l,253,48 $25,238.58 
Remainder Assigned $21~199.5l $33, 748 .. 71 $26,030.89 $20,909.83 

Complainant alleges) and Sole:n1r.t <ioes not dispute in it3 

'briefs, that Solemint elects to make annual refunds rather than 

semiannual or quarterly refur..ds, that sueh annual. refunds are due not 

later than April 30 of the year following each calendar year's 

acc'rl.Ul!. ) that the amount of refun~ which were due April 30 ~ 1968:. 

was $7,480.93, and that those refunds were not paid until December 22, 

1968. Com:t>la:1.nant contends) and Solemint disagrees, thtlt complainant 

should be paid interest on the delinquent ref~. Solemint further 

holds that this Comm1sc1on is not: the proper tr1b~ for <ieter.min

at10n of complainant's right to interest. 

Main Extension A~eements - Vallecito 

In 1955 ~~1t~ier Extension Mutuel Water Company (Mutual), 

a predecessor of Vallecito, en~ered into a main extension agreement 

with w. E. Robertson Co. (Robertson), cove-:-ing Los Angeles County 

Tract No. 20940. Robertson advanced to :1u~ua.l the estimated reason

able cost of installation of mains required eo serve Rober:~onrs 

development. The amount of adr.,ance was later adjusted to the actual 

cost. Mutual agreed that the adjusted advance was subject to ref~ 

on the basis of 22 percent of revenue received from customerc served 

by the extension, such refunds to be made i~ a."'mU3l:1 semiarmual. or 

~~erly payments, at Mutuel's election, for a period of twenty years 

unless the .advance is fully r~funded,. without: 1nt:erest,. prior to that 

time .. 
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In 1958, Vallecito en~ered into two main ex:ension agree

ments with Robertson-North Whittier Co. (North 'Whittier), covertng 

Los Ar.geles County Trac: No. 21462. Pursuant:o Vallecito's tariffs, 

North Whittier advanced to Vallecito the estimated reasonable eo~t 

of installation of mains required to serve North Whittier's develop

mant:.. '!he amou.nt of the advance was not late'r adjusted 1:0. the aetue.l 1J . 
cost, as requ.1red by Vallecito's tariffs. ValleeitoTs tariffs 

provided that the advances we're subject to refund on the basis of 22 

percent of the utility average annual rev~ue per re~1dential and 

business customer for the prior calendar year for each customer servec 

by the extensions, such refunds to be made in annual, semiannual or 

qua~erly payments) at Vallecito's election, for a period of ~~ty 

years unless tM advance is fully refunded, without interest, p=io'r 

eo that time .. 

At some t~e not disclosed by the reeord, Sacks Investment 

Co. (Sacks) acqui=ed RobertsonTs and North ~~~tierTs rights to 

-refund of the afo=ement:10nec advanees. In 1968, eom:>leinar..t in :1;n'l, 

acqu~red Roeertson f s and North Whittier f s right:s from Sacks.. !he 

following Table II summarizes pereinent data frOQ Exhibits Nos. l-A, 

2-A and 3-A in Case No. 8875, "Ahich exhibits are copies of th~ 

document~ 3ss1gn1ng Robertson's and North Whittier's refund rights 

from Sacks to complainant: 

1:..1 It is conceivable that no such s.djustment was needed. !f 'the 
work were done ~der contract:, for eX3mple, the act:\:al cost 
might have been known in advanee of cor..struction .. 
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TABLE II 

REFUND ASSIGNMENTS - VALLECITO 

Item -
Date of Extension Agreement 
Date of Assignment 
Adjusted Original Advance 
Remainder Assigned 

Tract 
20940 

8-3-55 
8-27-68 

$52~926.32 
$29,886.48 

Tract 
ist Unit: 

6-17-58 
8-27-68 

$10,696 .. 00 
$ 8~661 .. 82 

• 

21462 
~nd Unit: 

ll-l8-58 
8-27-68 

$16,533.57 
$12,401 .. 84 

DeciSion No. 64536, dated November 8, 1962, in Case No .. 

5501 revised the unifo%m water main extension rule applicable to 

all water utilities under the Commission's jurisdiction. One of 

the revisions was the addition of Section C .. 2 .. e., which pe~its a 

ut11ity to negotiate and enter into new and substitute agreecents 

in place of then exist1ngmain extension agreements, to guarantee 

eventual full refund of the total amount advanced. Vallecito's 

Advice Letter No. 17, a public doc'\Jment of which we take official 

notice, shows that the three aforementioned agreements, among others, 

were superseded 'by revised agreements. Resolution No. W-llOO, dated 

August 22, 1967, authorized Vallecito to carry out the terms and 

conditions of the revised agreements. 

Complainant alleges, and Vallecito does not dispute, t.hat 

Vallecito in the past elected to make annual refunds ~at.her than 

semiannual or quarterly refunds, that such annual refunds relating 

to Tract No. 21462 are due not later than April 30 of the year £0110"'''''

iog each calendar yearTs accrual, that the amount of refunds which 

were overdue when the complaint was filed was $3,934.20 accrued 

during the year 1965, $4,086 .. 46 accrued during the year 1966, and 

$3,986.72 accrued during the year 1967, that the refunds acerued 

during the ye.Q.r 1965 were not paid until Deeember 23~ 1968, and that 

the refunds accrued during the years 1966 and 1967 are still unpaid. 
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Complainant contends, and Vallecito d1sagrees 7 that aDn~l ref~s 

relating to Tract t~o. 20940 also are due not later than April 30 

of the year following each calendar year's accrual 7 and that 

complainant is entitled to principal plus interest on delinquent 

refunds relating to all three tracts for all three calendar years. 

Vallecito contends that no interest is due on the refunds accrued 

during 1965 and paid in 1968 ~nd that no interest is due on the 

unpaid refunds accrued du=1ng any year relating to Tract No. 20940. 

Vallecito concedes that principal and interest should be paid on 

delinquent refunds accrued during 1966 and 1967relati~g to Tract 

No. 21462. 

D1seussion 

Main extension agreements e~c entered into by a utility 

as permitted or required by the utility's tariffs. The terms must 

be as prescribed by those Uriffs unless a.uthority first is obtained 

to deviate therefrom. Water utility main extension rules have long 

provided specifically that disagreements and disputes regarding the 

application of any provisions of the rules may be referred to the 

CommiSSion for settlement. Compliance by a utility with its main 

ext:ens10n agreements thus coru:titutes complianc::e with the ~ilit:y f S 

tariffs. We do not concur with Solemint T s conteneion that complainant 

has chosen the wrong forum i~ which :0 seck relief. 

In Decision No. 73449, dated Deceobe= 5, 1967, in Case 

No. 5501, we stated: 

TIthe present interest-free use of subd1 v1.der:; , 
advances has long been considered a sufficient 
and reasonable fo:m of financial assistance to 
be provided to wate= utilities in recognition 
of the mutual problems of and ber..ef1ts to, both 
pa~ies in the extension of facilities to se"cve 
subdivisions." 
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We have established in the un1fo%m water main extension 

rules for water utilities the fT sufficient and reasonable ff financial 

assistance to be proVided water utilities where main exeensions are 

to be ir~talled. It is obvious that refund by the ~ility of ad

vances for construction on other than the dates due is not economi

cally equivalent to refUXld1ng the same amounts when due. t-.~ the 

refunds are made before they are due, the rule proVides for dis

counting the amount to be refunded, in recognition of this economic 

fact. If the refunds are made lAter than when due, tr..is constitutes 

a Violation of the utility f s tariffs. We do not concur With 

Solemint's contention that the CommisSion's regulatory jurisdiction 

1$ not 1~olved in regard to interest on Gelinquent refur~s. 

Vallecito contenes that ~he cont=ect relating to Tract 

No. 20940 is s1gnificantly.d1fferent from the ones relating to 

Tract No. 21462. !he ellegecl key distinction is that the Tract 

No. 20940 agr\!ement s:ates: "Refunds may be ma<!e under the folloWing 

method ••• " (Emphasis added) whereas the Tract No. 21462 agreements 

state: "The company shell pay and refund .... " (Emphasis added). 

Vallec1to contends that the use of the word "may" pe:mits any other 

method or timing than the one set forth in the agreement.. 'We do not 

agree. The intent: is clearly indicated by the further language 

in the agreement: "The refunds ~J' at the election of the Compcny J' 

be made in annual, sem1ar.nual or quarterly payments .... Tt (Em?t"£8sis 

added). In the absence of s~e alte~tively stated method or timing, 

the method and timing specifie~ are controlling. 
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VaLlecito eontc~ds that the refunds accrueo during 1965 

and paid in 1968 are not s~jeet to interest because complainant 

accepted the 1968 payment, thus foreclosing eny claim for interest. 

We do not agree that the acceptance of Valleeitofs belated payment 

(nor the bel~ted payment by Solemint in the case of other refunds) 

deprives complainant of the right to interest on the delinquent 

payments. 

Solem1nt) in its briefs, pleces em,ha~is on the language of 

its rt:le which states tr-.at advanees will be refur..ded "Without 

interest". !t is apparent, however, that the term "without interest" 

refers to the period ctar1:ing Wi ~h the date the :ZunclslJ.re advanced 

and ending With the date the refunds are due. 

Late payment of rG!:unds toge:he-r With pa.yment of inter~st 

on tho!;e delinquent :r:afunds is reasonably equival(.-nt to pa.yment of 

refundS Without interest when due under applicant's ta~~ffs. The 

addition of interest will pl&ce co:?lainant in a somew~.at equal 

economic posieion With t~ose ag:ecment holders who have been pa!d 

their refunds when due. Arty o=hers who ha"le not: been paid =efullds 

when due have the right to $e~k relief as did compla1nent. 

Findings and Cone~usions 

The CommiSSion finds that: 

1. Solem1nt and Vallecito are public u~ilities ~der this 

Comm1ss1on Ts jurisdiction. 

2. Compla1nane is the assignee of rights to ttmely refunds 

of advances under the m~in extension agreenents with Solem~nt and 

Vallecito discussed in the fo=egoing o?in1o~. 
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3. Solemint and Vallecito have not pa1::1 ~llrefUtlds to 

complainant when such refunds 'W~e due .. 

4. Solem.int and Vallecito should pay !n~erest on delinquent 
refunds. 

The CommisSion concludes that Solemine and Vallecito should 

be directed to pay refunds, including interest, to complainant as 

set forth in the order which follows. 

IT IS ORDERED that: 

1. Within 30 days after the effective dat~ of this order, 

Solemint Water Company shall (a) pay :~ ccrc.:.>:'..ain.!~t: Arthur H. E'.lrOett 

the sum of $338 .. 59, wh!ch sum is interest ~t: the r~te of seven percent 

per year, from April 30, 1968 to Decem.ber 22, 196,8, on the delinquent 

refunds of construction advances in the .amount of $7,480 .. 93, and 

(b) file in this proccccling written notice of the c:!ate of co::nplunee 

with this paragraph. 

2. Within 30 days after the effective date of this order, 

Vclleci~o We.t:cr Com?acy (Vallecito) s~ll (a) pay to c~lainant 

the SUQ of $7~9.60, wh~ch sue is interest at the rate 0= seven 

pcrcent per year, from April 30, 1966 to December 23, 1968, on the 

clelinqucnt: 1965 accruals of refunds of construction advances in the 

~~ount of $3,934.20, ~nd (b) file in this proceeding written not!ce 

of the date of compliancc with this paragraph .. 

3. Within 60 days after the effect1ve date of this orde:-, 

Vallecito shall (a) pay 'to complainant the sun of $4,086 .. 46 plus 

1ntcrest at the rate ~f scv~ perecnt per yOA~, £=om April 30, 1967' 
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to the date of payment, on the delinquent 1966 accruals of refunds 

of construction advances, and (b) file in this proceeding written 

notiee of th2 date of compliance with this paragraph. 

4. Within 90 days after the effective date of this o~der, 

Vallecito shall (a) pay to complainant the sum of $3,986.72 plus 

interest 4t th~ rate of ~ven percent per year, from April 30, 1968 

to the date of payment, on the delinquent 1967 accruals of refun4s 

of construction a~vances, and (b) file in this proceeding "Written 

notice of the date of compliance with this pa.ragraph .. 

The effective date of this order shall be twenty days after 

the date hereo::. 

Dated at ____ ~S2n~~~~~~~~~ _____ , California, this 

clay of _____ J_U.L_Y ____ , 1969. 
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Comc1~~1on~r W1111nm S~ons. 1r •• beiDI 
necessarily ab~~nt. 414 not ~~rt1c1~~. 
1: :Cl:ao 4.Up'o.1t~on 0: 'th1: j)roc~ 

Commissioner 1re4 ? t.(o'M"1Zzey. bf>1nlt 
~oeoz:;~r11y ab~ont. ~!e not ~rt~~1~t~ 
in the 41spos1t1on o~ ~s proceo~1~. 


