
e" 
hjh 

Decision No. 77 L.133 
--~~~~-------

BEFORE THE PUBLIC UTILItIES COMMISSION OF THE SIAtE OF CALIFORNIA 

DEL AMO RILLS, INC.; and CA:ROLD~E, INC., 
and BWC, INC., dba R. A. WAIT COMPANY, 

Complainants, 
-vs-

DOMINGUEZ WATER CORPORATION, a California 
corporation, 

Defendant. 

SEPULVEDA tOWN HOUSES, INC.; and CAROLDALE, 
INC., and BWC, INC., copartners, dba R. A. 
WAIT COMPANY, 

Complainants, 
-\1'5-

DOMINGUEZ-WATER. CORPORATION, a California 
corporation, 

Defenc:lant. 

R. A. WAn, INCORPORATED; .and CAROLDAlJE, 
INC., and BWC, INC., copartuers, dba R. A. 
WATt COMPANY, . 

Complainants, 
-\I'S-

DOMINGUEZ WATER CORPORATION, a California 
corporation, 

Defencl.ant. 

) 
) Case No. 8241 
) (Filed August 9, 1965; 
) Alnended 
) February 17, 1967, 
) March 10, 1969) 

case No. 8242 
(Filed August 9, 1965; 

Amended 
February 17]. 1967, 
March 10,. 1~69) 

~ Case No. 8243 ~(Filed August 9, 1965; 
) Amended 

February 14, 1967, 
March 10, 1969) 

R. A. WATT, INCORPORATED, SEPULVEDA HOMES, 
INC., CAROLDALE, INC., and BWC, INC., dba Case No. 8332 
R. A. WAn COMPANY, (Filed January 12, 1966; 

Complainants, ) Amended 
-vs- ) February 14,1967, 

DOMINGUEZ WATER. CORPORATION, a California ~ March 10, 1969) 
corporation, 

Defendant. 

--------------------------------) 
R .. A. WATT,. INCORPORAtED, SEPT.JLVEDA TOWN )~ 
HOUSES, INC., AVOCADO lAND CO., INC., Case No. 8595 
SEPULVEDA. TERRACE, INC., and CAROLDALE, INC., (Filed February 20, 1967; 
and BWe, INC., dba R. A. WAn COMPANY, ~. Amended 

. . Complainants,. . March 10, 1969) . 
~V$·· . 

DOMINGUEZ WAtER. CORPORATION, a california . ~ .. 
corporatiot?-, . . . 

Defendant. . 

.~ 
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Charles W. Drake and Philli~ R. Nicolson, for 
R. A. Watt, Inc., complainant. 

William W. Leavitt, for complainants. 
kob~rt ~. Lowry, of Brobeck, Phleger & 

Hiirrison, for defendant. 
JCm J. Levander and R. M. Mann, for the 

mmission staff. 

OPINION 
,.....-~-.- ..... ~ 

Complainan~s, formerly affiliated subdividers owned or 

controlled by R. A. Watt, entered into various contracts with 

defendant water utility during 1964 and 1965 for extension of water 

facilities from defendant's existing system, to serve ind~strial and 

residential tracts planned or under development by them in 

unincorporated portions of Los Angeles County within defendant's 
1/ 

dedicated service area.-

In cases Nos. 8241, 8242, 8243 and 8332, complai'l.'lJlnts seek 

orders requiring defendant to reclassify as "refundable advances", 

or to repay in cash, the moneys paid by them 0= on their behalf as 

"contributions in aid of constructionff
, classified as such by 

defendant in the contracts for the purpose of enabling comp18incnts 

to meet the fire flow requirements of Los Angeles County Ordinance 

No. 7834, as amended (originally adopted August 2, 1960), which the 
2/ 

parties agree applied to complainants but not to defendsnt.- ~le 

ordinance, among other matters, required as a condition precedent 

to securing building permits, approval of subdivision plans and 

zoning changes, satisfactory evidence to county officials ~hat ~he 

water system proposed to serve the development could be operated by 

~he water utility and that the system would meet the county's 

design ar.d fi=e flow requirements. 
17 'fiie parties Mve seipuJ:atecr'trui-t-'B01se Ci"Sc'3Ci'eBU-iTd!ng Comp.lny, 

a Delaware corporation, successor to each of the complainants 
as the result of assignments, mergers and change of corporate 
name, would be deemed to be the real party in interest as the 
co~plainant in all five eases for the purpose of pur$ui~ the 
complai~ts and without necessity for further formal amendment of 
the pleadings. The predecessor complainants will be specifically 
identified herein, if necessary for clarity. 

l/ Exhibit 7, pp. 1-16 shows operative parts of the ordinance 
applicable to these cases. 
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Complainants in case No. 8595 seek an order requiring 

defendant: (a) to execute a main extension eontract for Tract 23903 

(an eight-lot industrial and commercial subdivision proposed to be 

developed east of Vermont Avenue); and (b) to allocate to Tracts 

30176, 29814 (proposed R-l subdivisions west of Vermont Avenue) and 

23903 the advance made for a l2-inch main installed in Vermont Avenue, 

at the request of R. A. Watt, Incorporated, prior to development by 

other corporate affiliates of the R-l subdivisions west of Vermont 

(later designated Traets 30176 and 29814) and in anticipation of 

street improvements in Vermont Avenue. '!be Vermont Avenue main was 

identified, for contract purposes" as "Tract 29792". In their 

prayer, complainants seek both (not alternatively) the allocation 

to !racts 30176, 29184 and 23903 of the advance made with respect to 

"Tract 29792" and a cash refund of the entire advance. 

Defendant, in Case No. 8243, has asserted an offset and 

counterclaim of $10,434.48, because the actual cost ($23,960.99) of 

an oversized approach main in Sepulveda. Boulevard, installed contcm ... 

poraneously with an oversized approach main in Normsndie Avenue ~o 

serve Tract 27360 (~he ini~ial development in the ares), exceeded by 

the amount of the claimed o££se~ the actual cost of the extension 

from the nearest utility facility (at the intersection of Vermone 

Avenue and Sepulveda Boulevard) at least equal in size or capaCity 

to the main required to serve that traet,'as required by Section C.I.a. 

of defendant's water main extension rule (Rule No. 15).. Def~~nd.a.!\t 

assigned separate job numbers to the Sept.tlv~dl1 Bnd Normandie main'" 

installations (both were installed by the same contractor), but, 

under oral arrange~s with the subdivide~ defendant did not 

execute a written main extension contract for the Sepulveda portion 

or require an advance from the subdivider for the estimated cost 

thereof .. 
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Defendant in cases Nos. 8241, 8242, 8243 and 8332, asks 

that the COmmission find that its applieation of the main extension 

rule to the various contraets involved in those cases, as indieated 

in the executed contracts, is just and reasonable and lawful; 

that the complaints be dismissed for failure to state a eause of 

.Qction, and that the Commissio~, grant defendant: any other appropriate 

relief .. 

In ~se No. 8595, defendant alleges as a further defense 

that it has offered, subject to Commission approval, to combine and 

re-execute main extension contraets for Tracts 2390:3:, 30176 and 

29814 (the industrial, commercial and R-I subdivisions adjacent to 
, 

Vermont Avenue), so as to allocate among those tracts the cost of 

installing the l2-inch main in Vermont Avenue; that it has not been 

possible to do this because all of the costs with respect to service 

to those tracts have not been finally determined and that it is not 

p03sible to ascertain what costs are subject to allocation for refund 

purposes until defendant's liability to refund the cost of 

comoplaiuants' compliance with the "Water Ordinance" (now involved in 

case No. 8242) has been finally determined by toe Commission. 

De£end~nt requests au order in case No. 8595 dismissing the complaint 

for failure to state a cause of action and for general relief. 

The cases were submitted on briefs following hearings on a 

consolidated record in February and April, 1969 at los Angeles before 

Examiner Gregory. An earlier partial hearing on the original plead

ingG in four of ehe cases (Nos. 8241, 8243 and 8332), held before 

Exam.ine:- Gregory at Los Angeles on May 17, 1966, was terminAted 'Colhcn 

~t developed t!13t ~etual inGtallaeion coscs for the fDcilities 

involved in those cases were not then available,. and that a fifth 

complaint, concerning the Vermont Avenue installatiOns, would be filed 

later (Case No. 8595). 
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The parties are in substantial agreement on the dollar 

:lmounts disclosed by this record as the "estimated costs" IJ.nd the 

"recorded (actual) costs" for the W.z1ter facility installations. 

They are not in accord in their statements, on brief, of what they 

consider to be the issues presented for deCiSion, which they 

respectively contend arc: 

Complainants (Opening Br., pp. 5, 6) 

1. r,Tere the main extension contracts involved 
entered into between defendant and the 
respective complainants? 

2. Did the respective complainants advance to 
defendant the sums set forth in the main 
extension contracts including the costs 
of compliance with the ordinances of 
Los Angeles County? 

3. Do extensiot".t.S of mains and the installation of 
water facilities supplying both domestic water 
and incidental fire protection come within 
defendant's Main Extension Rule? 

4. Did the main extension contracts provide that 
the added costs of co~pliancc with the ordinances 
of Los Angeles County as allocated by defendant 
constitute "contribu'tions" by complainants and 
therefore arc not subject to' refund? 

5. Were the allO'cations by defendant to 
"contributionS'." of the costs of such compliance 
advanced to de~end~nt by the respective 
complainants, violations of defendant's Rule 
No. l5 and O'f Section A.4.d~? 

6. Were the exactiO'ns of "contributions" by 
defendant deviations fro1%!. its Rule No. l5? 

7. If sO', was defendant required to' obtain authori
zation from the Commission to' deviate from its 
Rule NO'. 15 prior to' entering intO'- said cO'ntracts, 
and did it apply to the Commission for such 
authO'rity? 

8. Are the complainants entitled to =cfunds of the 
costs of compliance with the Los Angeles County 
Ordinances? 
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Defendant (Brief, p. 4) 

1. In Cases Nos. 8241, 8242, 8243 and 8332, the 
central issue is whether the economie burden 
of subdividers' compliance with the Los Angeles 
County Water Ordinance, which cannot constitu
tionally be applied to the defendant, may 
nonetheless be shifted to the defendant and 
to its ~atepayers by requiring such added cost 
to be included in the subdividers' advances 
subject to refund by the defendant. 

2. If the Commission should determine that 
def~ndant's ~ater main extension rule must be 
interpreted to require defendant and its 
ratepayers to assume this burden, a contingent 
issue is whether the application of the rule 
under the facts of these cases would be so 
unreasonable and discriminatory as to entitle 
defendant to relief pursuant t~ Section A.8. 
of the rule (the so-called "hardship" section), 
or by the exercise of the Commission's inherent 
regulatory powers. 

3. In case No. 8243, a second issue is whether the 
.amount of the advance payable by the subdivider 
should be increased by $23,960.99 to· reflect the 
actual eost of constructing. the extension from 
the nearest utility faciliey at least equal in 
size or capacity to the main required to serve 
Tract 27360, as required by Section C.l.a. of 
defendant's water main extension rule. 

4. In Case No. 8595, the issues are whether defendant 
should be required to execute a water main extension. 
contract with respect to Tract 23903·, and whether 
the cost of the main extension in Vermont Avenue 
(designated. as "Tract 29792") should be allocated 
t~ Tracts 30176, 29184 and 23903 or refunded 
entirely. 

As we view the pleadings and the record, there is no issue 

material to the order or decision herein with respect to paragraphs 

numbered 1, 2 and 4 of complainants' statement, above. The record 

Shows, with respect to those items, that execution of the various 

main extension contracts is admitted by the pleadings (par.I). It 

was stipulated that defendant's exhibits, including Exhibits 

Nos. 30, 32, 35, 41 and 43, correctly reflect the amounts received 

by defendant from the respective complai:a.ants, including the amounts 
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referred to as contributions in the main extension contracts attached 

as exhibits to the First Amended Complaints in Cases Nos. 8241,'·8242, 

8243 and 8332 and to the Complaint in Case No. 8595 (par.2). 'The' 

various main extension contracts, as executed by the parties, 

specifically describe the facilities to be installed and' the estimated 

cost thereof, except the contract for service to Trect27360 to:be 

discussed later. The contracts allocate portions of the total 

~dvance as between amounts refundable or otherwise to be financed by 

the utility and amounts "contributed by the subdivider to meet 

County Fire Ordinance requirements" (par.4). 

The balance of complainants' statement of the issues 

(p.:lrs.3,S,6 and 7) refers to various aspects of the main extension 

rule and to the ultimate issue of whether complainants are entitled 

to refund of amounts classified by defendant a.s "contributions" 

(p:lr .8) •. 

A few pOints, bearing on our consideration of this record 

and of the parties' contentions may be mentioned at the outset. 

First, this Commission may properly regulate the service 

~hich must be given in au area to which the utility is dedicated, 

and the terms on which voluntary extensions into new areas may be 

made. (All extensions pertinent here were made within defend~ntrs 

then dedicated service arca.) Any arrangements made by the utility 

which deviate from its rules on file with the Commission, unless 

and until authorized by the Commission, are of no force and effect 

(Pub.Util.Code~ sec.532; General Order No. 96-A, par.X. Sec 

California.· 1jTater & Tele~hone Co .. v. Public Util.Com .. (1959) 51 C..2d 

478). 

Second, the Los Angeles County ~ater Ordinance cannot 

constitutionally be applied to investor-owned public utility water 

companies, as the field of local legislation has been fully occupied 

-7-



C. 8241, et al. hjh 

by the state pursuant to statutes administered and reg~lat1ons 

promulgated by this Commission (California Water & Telc'2hone Co. 

et ale v. County of Los Angeles (1967) 253 C.A. 2d' 16; Cal. Const., 

Art. XII, sec. 23). 

Finally, in resolving the issu~s we shall consider in 

addition to the testimony and exhibits, applicable provisions of 
3/ 

the water main extension rule (defendant's Rule No. 15);- General 

Order No. 96-A, paragraph X (requiring prior authority for tariff 

deviations); General Order No. 103 (minimum standards for design and 

construction of water facilities), par. III. 2.b.; Public Utilities 

Code, sec. 70l (conferring power on the Commission, within juris

dictional limitat1ons,to make all necessary convenient orders); 

and, lastly, pertinent authorities, whether cited or not by the 

parties, that bear upon the issues. 

The tabulation below (Defendant's Brief" p.SO) shows the 

3dvances and contributions of the comp!ainants, as adjusted to 

actual cost, including the cos~ of the approDch main in Sepulveda 

Boulevard (Exhibits 30, 32, 35, 41, 43;1 44; 'Xr. 233-34). Defendant 

has assumed, for the purposes of these cases, that the tracts have 

been completed; however, actual construction costs of ~he facilities 

have not yet been determined due to delays in completion. 

3/ - Decision No. 64536, dated November 8, 1902, Case No. 5501, 
60 Cal. P.U.C. 318, as mOdified, with respect to Sections A.2., 
e.l.b. and C.3., by Decision No. 75205, dated January 21, 1969. 
The only pertinent modification of thc rule is with respect to 
Section C.3., Termination of Main Extension Contracts. '!he 
contracts here were enter.ee into in 1964 ~nd 1965 undcr then
existing proviSions of the rule. If herein 3uthorized~ the 
contre.cts car. be t.crmir.ated under the modified provisions of 
that secl:ion. 
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case 
No. -
824l 

e243 

8332 

8595 

Contract Tract Received. From Rocorded Cost 
No. Nos. Devoloper AdvMce Ovor~1zing 

198 2688"4) 
27984) 
27985) $ 91,01$.61 
27986) 

$ 70,521_.4.0 $13,444. J.....""" 

27987) 

229 29184 34,982.90 30,48l.79 1,616.00 

230 30176 37;208.71 32,948.54 2,794.27 

210 27360 70,626.00 6S,690 .. 48'"* l2,370.oo 

215 28611 21,$50.20 17,863.49- 945.00 

223 29714 6,660.36 4,723.11*** 

225 236JJ.) 
29420) 
30177) 
30189) 

56,559.59 .4.9,651.17 3,656.01 

221 29792 lSzlSl·2:2 lla 4Zi·Q2 ~.222·2~ 
$337>088~30 $286,355.07 $40,455.33 

* Does not includo $6,492.95 for o'l/orsizing ~d for by 
def'endant. 

** Includes- $23,960.99 tor Sepulveda. Boulevard ma.:in. 

*** Include~ $5$8.15 f'or cost of' relocating ~ hydront 
not properly subject to re1\1nd (Tr. 119-20) .. 

Credit Due 
PlWeloper 

$ 7,053-09 

2,885.11 

1,46$.90 

(lO,434.48) 

3,041 .. 71 

1,937.25 

3,252.41 

1,OZ6.91 

$10,277.90 

Complainants t· position on the reclassification issue 

is tha~ reclassification of co~tributions as refundable 

advances is justified by the primacy of Section A.4.d. of the main 

extension rule, and by defendant's admitted failure to secure prior . 
COmmission authority to treat as contributions those portions of the 

advances that constituted the cost of enabling eom~lainants to meet 
4/ 

the county's fire flow requirements.-

~/ Section A .. 4.d. of the rule provides: "When an extension must eom
ply with an ordinanee 7 regulation, or specification of a public 
authority 7 the estimated and adjusted construction costs of said 
extension shall be based upon the facilities required to comply 
therewith." 

-9-



c. 8241, et al. hjh 

Defendant, in 8 multi-based attack on complaitlants' positio~ 

argues that it would be unreasonable to require it and its rate

paying customers indirectly to bear the cost (by reclassifying 

contributions as refundable advances) of complainants' need to· 

comply with the county's fire flow requirements when the county 

ordi~nce cannot constitutionally be applicd to defendant directly. 

In developing this pOint, defendant notes that in these eases the 

county's requirements have made it necessary, at the outset of 

w3ter system construction, to increase the sizes of distribution 

mains from 4 inches to 6 inches, from 6 inches to 8 inches, and from 

8 inches to 12 or 14 inches, and to make connections to additional 
5/ ~ 

sources of water supply.- Defendant then states that because it 

believed such oversizing w~s improvident aud uneconomical and that 

the cost thereof would be an improper burden upon it and its rate

payers, and because it also believed that the Water Ordinance (then 

under attack in the courts by defendant and other inves·tor-owned 

water utilities) did not apply to it, defendant requested of the 

complainants, and complainants agreed, that the cost of oversizing 

be contributed by the subdivider, and that this procedure was also 

followed with other subdividers who, like complaina.n.ts here, were 

subject to the proviSions of the ordinance. 

51 - Defendant expiains tEat in ordinary residential water system 
design and construction and assuming reasonably rapid subdivision 
development, ~dditional connections to sources other than the 
original water supply source are made to provide for uniform 
pressures and for circulation of water within the grid syst~ 
of distribution mains. In consequence, the resulting flows 
available for firefighting purposes soon exceed the county's 
minimum requirements. As an example, defendant refers to the 
situation at Koleeta Avenue in Tract 27360, where the initial 
requirement was 1,000 gallons per minute, and where, as shown 
by this record, the available fire flows are now estimated to 
be in excess of 2,500 gallons per minute. 
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Defendan~, in addition to its economie argument, above, 

urges that Section A.4.d. of the main extension rule, properly 

construed, was intended to ensure that a water utili~y could include 

in the Advance the cost of the utility's need--but not 8 subdivider'~ 

neec--to co~ply with public require~ent$ applic4ble to it. Hence, 

because defendant was not subject to the ordinance and did not, by 

tariff provisions or otherwise, hold itself out (its only provisions 

for fire protection are reasonable additional fire flow capacities 

designed for and buil~ into its ~ins, and its tariff schedules for 

public fire hydrant and private fire protection services) to, provide 

the service or the means to enable a subdivider to meet local fire 

flow requirements, the contribution arrangements involved here did 

not require prior Commission authorization as main extension rule 

deviatiOns, but, instead, were non-utility fire protection service 

arrangements negotiable under paragraph I11.2.0. of General Order 
6/ 

No. 103.-

Defendane argues that the COmmiSSion, in Carpignano, 63 

Cal. P.U.C. 735, 739 (1964), construed the quoted fire proteceiotl 

provision as permitting a utility to negotiate the terms and 

conditions of fire protection service only where no applicable tariff 

has been filed by the utility and to those situations where both the 

fire protection agency and the ueility agree to negotiate g change 

21 General bider No. 103, par. 111.2.6., provides as follows: 

"Fire Protection. Specifications~ location, installation, 
and the responsib111~y for the maintenance of fire hydrants, 
public and private fire protection facilities, connecting 
mains, and their ownershi~ may be subject to negotiation 
between the utility ~nd the applicant. Fire hydrants a~ 
public and private fire protection fae11£t~efl shall oe 
inst~lled to the ~e~uiremen~~f __ t9~_ut111~y.a~d when owned 
oy the utility sharI be suoJcet to such eond~t~ons as ~he 
Commission mar, determine based upon the compensation for 
this service.' (Emphasis ours.) 
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to be requested by the utility in ~n sppropri4te edvice letter. 

Therefore, so the argument goes, 3S defendant hAd no tariff schedule 

covering facilities necessary to enable subdividers to comply with 

'the Water Ordinance, in arranging for classific4tion of portions of 

the adv.ances as "contributions" it was proceeding fully within the 

.authorization granted by General Order No-. 103 in a situation to 

which the ~in extension rule did not then apply and in order to· 

protect it and its ratepayers from uneconomic investment in non

productive facilities. It was not until 1968, defendant asserts, 

that it first received a direct order from the CommiSSion, in a rate 

application,. to obtain prior authorization for main extension 

contracts in which contributions in aid of construction are demanded 

of subdividers to meet fire flow requirements of public authorities 

(Domin~ucz Water Cor~oration, Decision No. 74833, dated October 15, 

1968, in Application No. 49793). Defendant states that it proposes 

to seek such authority in any ease ~rising subsequent ~o that order. 

Defendant concludes its argument on the reclassification 

issue by urging that in order t~ prevent complainants from o~taining 

a windfall "by reason of defendan~'s good faith failure to seek 

deviation authority with respect to the contracts involved hereinff
, 

the Commission, if it believes such authority was required, should 

exercise its discretion by authorizing defendant to retain as 

contributions (after adjustment to actual cost) the sums -representing 

the cost of subdividers' compliance with the Water Ordinance. 

Defendant states that gr4nt1ng such relief would be in accord with 

the Commission's decision in California Water & Tel~hone Co_, 58 cal. 
F.U.C. 435 (1960). 
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In that case, the utility for several years had required 

contributions of the cost of providing w~ter service beyond its 

dedicated service area at elevations above the 165-foot contour, 

contrary to the provisions of its then-applicable main extension 

rule. The Commission, under the special circumstances shown by 

that record, exercised its discretion by granting authority to 

carry out agreements that had either been fully executed or were 

under ~ctual construction as of the effective date of its decision. 

The order stated that future construction should be in strict 

accordance with the utility's main extension rule unless prior 

authority to deviate therefrom had first been secured. 

Defendant notes that the five complaints herein, unlike 

the situation in California Water & Telephone COft, supra, involve 

no question of approval of future contracts calling for contributions 

on account of fire flow oversiz1ng, as defendant is now under a 

direct order to seek prior deviation authority in such eases. 

Complainants' response to defendant's arguments on the 

reclaSSification issue will be considered next, to be followed 

by an examination of the parties' contentions with respect to the 

special problems concerning the Sepulveda Boulevard portion of the 

app=oach main to serve Tract 27360 (case No. 8243), and the Vermont 

. Avenue inseallations (Case No. 8595). 
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Complainants, in reply to defendant's arguments concerning 

Section A.4.d. of the main extension rule and to the asserted 

adverse economic impact on the utility and its ratepayers from 

reclassification of the contributions to refundable advances, urge 

that the language of that section is clear; that as complainants 

were required by the Water Ordinance to provide an integrated water 

system for their tracts that would meet the county's minim~ fire 

flow specifications, the estimated re~sonable cost of the extensions 

"to be actually installed" (Main Extension Rule, Sec. e.l.a .. ) was 

thus required, by Section A.4.d., to be adv&nced to" the u~ility 

before construction was commenced. The amount so advanced, adjusted 

"to actual cost, therefore, was wholly refundable pursuant to" 

Section C.2.a~ of the rule, absent prior authority for the u~ility 

to deviate from the rule by tre~ting portions of the advance as 

"contributions" of the cost of oversizing mains to meet the county's 
7/ 

fire flow requirements.-

Replying specifically to defendant's economic argument 

complainants state that the total estimated oversizing cost advanced 

for the nine tracts was $40,637.47, and that if the ~ctual cost 

($40,455.33 according to defendant) were fully refunded and added 

to defendant's rate base ($9,013,000 estimated 1968--see Decision 

No. 74833 1 supra);, a.nyadverse economic effect would be negligible, 

Ii Sect loon e.2.a. of the rule states, in pertinent part: 

fill. '.the amount :!dvanecd under Sections C.l.a •••• 
shall be subject to refund by the utility, in cash, 
without in~ercst, to the ?arty or parties entitled 
thereto ••• 
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especially if the benefits of inc~eased fire protection and 

reduced insurance premiums for the ratepayers were to be taken 
8/ 

into considerat1on.-

The controversy over the Sepulveda Boulevard-Normandie 

Avenue approach main (Case No. 8243) and various installations 

in and adjacent to both sides of Vermont Avenue (case No~ 8595), 

which accounts for a major part of this record, stems from 

pre contractual , pragmatic arrangements between the subdividers and 

w - Tnc actual cost of the oversiz1ng, ind~catea incorrectly as 
$40,454 .. 33 on Exhibit 44, Col.3, was $40,455.33 and is show 
by cases and tracts below (Def's. Br., p.22): 

case No. Tract No. Oversiz1r..g Exhibit 
Cost No. 

8241 26884 $ 9,417.00 43 
27985 4,027.12 43 

8242 29184 1,616.00 41 
30176 2,794 .. 27 41 

8243* 27360 12,370.00 30 
28611 945.00 30 

8332 23644 2,031.46 32 
29420 1,624.55 32 

8595 29792 S~629.93** 35 
Total $40,455.33 

* In Tract 29714, 30 feet of pipe was increased in 
size from 4 inches to 6 inches in connection with 
the reloeation of a hydrant. No oversizing was 
involved (Ex. 30; Tr. 223-25) .. 

** The cost of oversizing the main in Vermont Avenue 
(Tract 29792) is included although complainants do 
not seek relief in Case No. 8595 on this ground, 
probably because in that case they seck to h3ve the 
entire cost of the main allocated to other tracts 
for refund purposes .. 
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the utility, reflected in their contracts, for installations, 

including o~crsizcd mains, requested by the subdividers to serve 

theretofore undeveloped areas--chiefly oil fields--south of 

Sepulveda between Normandie and Vermont Avenues that were either 

remote from the utility's nearest existing adequate connection 

(at the intersection of Sepulveda and Vermont), or 8S to which 

subdivision plans were then only prospeetive or tentative. , 
I 

Neither the utility nor the subdividers; at the time, 

considered their arrangements 8S unwarranted deviations from the 

main extension rule, or to be so unreasonable as to suggest prior 

recourse to the Commission to make them effective, pursuant to 

General Order No. 96-A, pa.r. X.A., or to Section A.8. (the ''hardship'' 
9/ 

section) of the main extension rule.-

To review here the lengthy and often conflicting testimony 

coneerning those arrangements would serve no useful purpose. The 

preliminary discussions for the installations involved in this 

proceeding were conducted by Frank Forsberg, defendant's construction 

manager, with various field and management personnel of R. A. Watt, 

Incorporated and other affiliated developers. Forsberg, with his 

construction department associates, designed, mapped and cos ted 

the various facilities. He then submitted the data to the utility's 

executives, including Alex Lawrence, secretary-treasurer, for 

preparation of the contracts, and he also supervised the instal

.lations. His testimony was explicit, especially so in connection 

with the Sepulveda-Normandie approach main and the Vermont Avenue 

installations. 
9/ The wr~tten contracts were executed on tEe standard prrntea-form 
- of main extension contraet for subdivisions, the "Preliminary 

Statement" of which, in pertinent part, reads as follows: 
"This contract is entered into pursuant to the 
requirement of, and in accordance with the various 
applicable provisions of, utility's main extension 
rule ••• This contract does not, therefore, require 
specific authorization of said COmmission, to carry 
out its terms and conditions." 

-16-



e e· 
c. 8241" et ala hjh 

Forsberg's testimony makes clear that when the Watt 

organization, then engaged in extensive developments in Los Angeles 

County, succeeded, about June, 1964 to the interests of a previous 

developer (Calvin Clark, not affiliated with Watt) in the area south 

of Sepulveda Boulevard, Watt's general plan was for development of 

resideneial subdivisions easeward from Normandie Avenue to Vermont 

Avenue and industrial or commerci31 tracts east of Vermont. The 

utility's service area boundary, in that viCinity, paralleled 

Normandie Avenue a few hundred feet to the west. The three streets·

Normandie, Sepulveda and Vermont--were then two-lane highways that 

followed the terrain. Plans for improvement of Sepulveda were more 

advanced than for Vermont" while Normandie was an established street 

with no improvements then anticipated. 

Watt proposed to develop first the arca between Normandie 

and Vermont south of the Santa, Fe right-of-way, commencing with 

Tract 27360 in the southwest corner of the general area south of 

Sepulve<ia... The Watt group" also had plans for later developments 

southeast of the intersection of Sepulveda and Normandie (see map, 

Exhibit 29, showing the various tracts with the installations 
10/ 

depicted "as-built"):- Accordingly, Watt requested that the 

1Q7 In these and the otner cases the identification and purpose of 
the various installations c~lled for by the parties' agreements 
was obscured by the fact that photocopies of the contracts 
attached as exhibits to the complaints did not COntain the 
required maps. Accordingly the parties stipulated, early in 
the hearing, tMt defendant's large-seale, "as-built" maps would 
be received in evidence and used for general reference purposes. 
Other maps and drawings are either in evidence or are otherwise 
identified in testimony relating to a specific sUbject. As an 
example, a map attached to a counterpart original contract £o~ 
the approach main to serve Tract 27360 showed the Sepulveda 
portion of that main extendi~g from the connection point at 
Vermont westerly to Normandie" in addition to the Normandic 
portion (!r. 407-415).. A photocopy of that contr4ct, attached 
as an exhibit to the complaint in Case No. 8243, had no map. 
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approach main be routed from Vermont and Sepulveda, westerly in 

Sepulveda to Normandie, thence south in Normandie to approximately 

the southwest corner of Tract 27360. 

Field discussions between Forsberg aud Watc personnel, 

chiefly Bill Barclay, concerning the route and cost of the approach 

main, including the cost of oversizing for both that main and in

tract distribution mains, resulted in an understanding, not stated 

but reflected in the contract executed August 26, 1964 (Exhibit "A-2" 

to complaint, Case No. 8243), that if Watt would pay the cost, 

including oversizing, of the Normaudie Avenue portion of the approach 

main and the in-tract facilities for Tract 27360, then defendant, 

at its own cost, would construct the Sepulveda Boulevard portion of 

the approach mAin (from the connection at Vermont to the intersection 

of Normandie and Sepulveda), and would also connect an additional 

supply of water to the Sepulveda portion of the approach main from 

an existing main at Alexandria Avenue, near Normandie, to help 

provide the initial fire flows required by the county ordinance. 

The recorded cost of the Sepulveda Boulevard pore ion of 

the approach main, for which defendant has asked a set-off from ehe 

amounts due to be refunded to. complainants, was $23,960.99,. consist

ing of the following (Tr. 231, 233-234): 

2,631 feet of 12-inch asbestos cement pipe 
6-inch connection at Alexandria Avenue 
1 hydrant, Sepulveda Boulevard and 

Normandie Avenue 
Total 

No ~ortion of this total was covered by an advance. 

$21,80l.11 
1,722.02 

437.86 
"$23,960.9~ 

T..awrence, 

defendant's secretary-treasurer, admitted at the hearing thA: 

construction by the utility, at its own expense, of the Sepulveda 

portion of the approach main "was probably in vio14tion of its main 

extension rule inasmuch as this pipeline had no other function than 
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to serve the subdivision known as Tract 27360 and such other sub

divisions as might be developed in the future in that general area" 
11/ 

(Tr .. 234) .. -

The testimony of Douglas V. Kulbcrg (Tr. 396-430), a 

former Watt project engineer called by complainants in connection 

with the installations, including the approach main, for Tract 27360:p 

discloses that though Kulberg was a Watt project engineer for 

Tract 27360 during the time negotiations for the approach main were 

under discussion and had had talks with Frank Forsberg, he did not, 

personally, remember having had any discussion with any of the 

utility's personnel with reference to the main in Sepulv~da Boulev~rd 

(Tr. 401). He testified that he took the contr~ct prepared by 

defendant for the installations for Tract 27360, securee its Qxecution 

by Wa~t and then returned it to the utility (Tr. 402). Kulberg's 

testimony, in contrast to that of Forsberg, was not specific as to 

details of the precoutractual negotiations for water service to . 
Tract 27360, though he was able ~o fix the ~pproximate date (June, 

1964) when Watt acquired the interests of the former developer in 

the area, Calvin Clark Enterprises, Inc. 

We now pass to the Vermont Avenue installations the 

complexity of which precludes ex:cnsive discussion here, except to 

indicate the problems confronting the subdividers and the utility 

for proviSion of water or fire protection service, including county 

fire flow rcq,uirements, for vaguely described areas that were then 

only at the prospective or tentative stage of development. 
14) Th~ ~nstal13tions for the adjotning ana next-aeveloped area 

easterly to Vermont Av~nue (Tract 28611, ~~ibit 29) and for 
reloca~ion of 3 fire hydrant and oversizing z short service 
line (Irac1: 29714, Exhib;.t 28) ~X'c CLc,=silcci in o~her cont:r:lcts 
which also are the subject ma~te= of case No. 8243. Those 
installations do not require special commen: here, other than 
to note that defendant has indicated on tbis record (Tr.223-225, 
Exhibit 30) that it would bear the adjusted eosts,. shown. in the 
contract for Tract 29714 as an estimated contribution of $22'5.79, 
for relocation of the fire hydrant and for oversizing 30 feet of 
pipe. 
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In the fall of 1964, R. A. Watt, Incorporated, because of 

imminent work on Vermont Avenue, requested defendant to install, as 

soon as possible, a main in Vermont Avenue extending southe~ly from 

Sepulveda Boulevard to a point approximately 200 feet north of the 

Santa Fe right-of-way (Tr. 312, Exhibit 34). No in-tract distribution 

facilities were associated with the main, as subdivision plans and 

plans for in-tract water systems for ~djacent areas had not been 

prepared. Vermont was then baSically a two-lane street with unpaved 

shoulders and no curbs. At that time, plans for improving Vermont 

by grading and paving were in preparation and work was about to 

begin. The parcels to the east and west, which were former oil 

fields, had not been developed. No subdivision map had been recorded 

for the area east of Vermont. Only a tentative mzp' bAd been reeord~d 

for the area to the west, which had been designated generally es 

"Tract 29792" and which was then "just one large lot'" (Tr. 313, 331, 

514-515, 523). In order to accommodate the subdivider and to enable 

the extension to be made under the rule, defendant designated the 

Vermont Avenue extension as "Tract 29i92" (the tentative design.ltion 

of the area to the west of Vermont Avenue). It later developed that 

no tract was ever permanently designated by that number. , 
.. 

Comiug to the critical phase of the Vermont Avenue arrange,,; 

ments, a preliminary plan of the proposed extension, dated 

September 10, 1964 (Exhibit 46), was submitted to' Captain Rotella of 

the Los Angeles County Fire Department, whose duties included 

implement3~ion of the water ordinance by spccify~t'l.g the fire flows 

necessary for approval of water system plans (Tr. 531-535). As a 

cO!'lo.i tior. of his ~pproval, w1:-..ieh was g=anted November 12, 1964, he 

required, .among other thi-ngs, tb.a.t five hydrants be installed at the 
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revised locations s~ecified by him on Exhibie 46, that for any &-1 

split-level subdivision development the minimum fire flow should be 

1,500 gpm and that for any industrial area the min~um fire flow 

required was for 5,000 gpm for 10 hours (Exhibit 46). In approving 

these plans, Capt~in Rotella deleted 3 proposed 8-inch main extend

ing easterly into what later became Spruce lake Drive in Tract 23903 

on the ground "Plans. not set" (Exhibit 46).. He nlso specified that 

"'Remainder of tract water system design shall be rcviewedby L. A. Co. 

Fire Dept." (Exhibit 46). 

As a result, a revised plan for the Ver~ont Avenue extension 

was prepared. It was approved by the County Engineer on November 17, 

1964 (Exhibits 39,66). The revised pl~n made no provision for 

connections at any point along the main, cast or west. The only 

facilities to be connected to the ~in included in the plan were the 

five hydrants specified by C4ptain Rotella. No street plan was s~own 

for the parcel to the east and. only two "future" streets were 

projected to the west. (When these streets were later constructed 

they were built at different locations, requiring relocation of two 

hydrants--'Xr. 441-442). 

A contr3ct covering this extension was executed between 

R. A. Watt, Incorporated and defendant effective January 21, 1965 

(Case No. 8595, Exhibit A to complaint). Bee:luse a 12-inch main was 

necessary to comply with captain Rotella's specifications for fire 

floW's, and an 8-inch main represented. defendant's estimate of what 

was reasoDAbly required, defendant classified $5,478·.57 of the eost: 

as non-refundable (Exhibit A to complaint, &~ibit 35). 

At ebe time the contract for ehe Vermont Avenue ~~in w~s 

executed in January, 1965 there were no final plans for in-tract 
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water sys~ems nearby with which that main could have been associated. 

The parcel to the west of Vermont (then tentatively designated as 

Tract 29792) was later designated as Tracts 30176 and 29814. These 

tracts, for which water systems were still being designed on 

February 26, 1965 (Exhibits 63 .and 64), 'r<1ere developed by Sepulveda 

Town Houses, Iuc., a separate (though affili.ated) entity of the Watt 

group. Extension contracts covering those tracts were not executed 
12/ 

until April~ 1965 (Case No. S59S, Exhibits Band C to complaint).--

When the Vermont Avenue main (from Sepulveda Boulevard 

south a?proximately 1,925 feet almost to the Santa Fe right-of-way) 

was completed, it, lJ'.ke the 178 foot main at 245th Street, "served 

nothing" (Tr .. 188). Tracts 30176 and 29184 were then only in the 

preliminary stages of development, and then only on the westerly 

side (near Normandie Avenue). Within the area bounded by Normand1e, 

Sepulveda~ Vermont 3nd the Santa Fe right-of-way, the direction of 

~ubdivision development was easterly from Normand1e, as previously 

noted. As Tracts 30176 and 29184 were developed, they Were supplied 

with water from the 12-inch Normaudie .o\venue main. Later, when 

nearing completion and to improve in-tract circu14tion, those tracts 

127 - Exhibit 29, the liaS-built" map related to the approach tn:lin. 
and in-tract facilities for Tracts 27360 and 28611 (Case 
No. 8243), shows a short, l2~inch asbestos-cement main extend
ing 178 feet along Vermont Avenue at 245th Street ac the 
southeasterly corner of Tract 28611. Th3t main, oversized 
from 8-inches to 12-inehes, was included in the Ir3ct 28611 
.installations ~t the subdivider's request~ prior to the 
Vermont Avenue street improvements, to reduce costs of an 
additional extension for p,ossible future developments in that 
area.. "It se::ved nothing' when installed ('l:r. 172), and is 
not included in the installations, now being considered, ~hat 
pertain to Case No. 8595. 
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were additionally supplied by three "hot-tap" eonneeeions (flange 

tees are used for prepl~nned connections) to the 12-inch Vermont 

Avenue main (Tr. 188-189, 325, 441). Design of the Vermont Avenue 

main did not provide for flange connections to the R-l area later 

to be developed as Tracts 30176 and 29184. 

A complex and especially controversial phase of the Vermont 

Avecue extensions merits comment here, because of its relation to 

the relief requested by complainants in Cases Nos. 8243 and 8595 

~nd the treatment by defendant, for refund and other purposes, 

of certain installations east of Vermont Avenue, especially those 

classified by defendant, at the time, as for private fire protection 

service. 

The evidence on this phase of the case discloses that in 

the fall of 1964, just prior to construction of the lZ-inch main in 

the west side of Vermont Avenue and before the improvement projec~ 

in that street, Bill Barclay, of R. A. W:ltt, Incorpor.ated, requested 

defendant to install five a-inch laterals from the Vermont Avenue 

main easterly to a tentative industrial area, later known as 

Tract: 23903. Barclay described the laterals as being. for private 

fire ?rotection service for buildings to be erected later in that 

area (Exhibit 34, tr. 316, 323, 328). One of the laterals, longer 

than the others, extended some 430 feet into Sp~ucelake Drive, then 

a tentative, undedicated cul-de-sac street (Exhibits 34, 46). 

From information available to it at the time, defendant 

considered these laterals to be as described by Barclay--solcly for 

private fire protection servicc--within the meaning of the exclu

sior~ry provision of the main exte~io~ rule whic~, in pe:-tinent 

p~rt, reads--"Extcnsions solely for .... priv3tc fire p:-otection ••• 

service shall not be made under this rule .. fT (Tr. 350-352, 372). 
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R .. A. Watt, Incorporated WaS billed and it paid the sum of $4,618.24, 

representing the cost of installation of the laterals, .as rcquired 

by Special Condition No.1 of defendant's Schedule No.4 applicable 

to private firc protection service (Exhibit 36, !r .. 317, 350-352, 

360). Defendant, as was customary in such cases ~nd as a less 

CX?cnsive alternative to running separate domesti~ service 

connections across Vermont Avenue or installing a duplicate main 

along the east side of Vermont, made smnll metered domestic water 

service connections to these 8-inch late:als, for office and toilet 

facilities (Tr. 319-20). (About half of the 2-inch meters were later 

changed to l-inch, when billings showed use of less amounts of w4ter 
13/ 

than had been anticipated--!r. 320.)--

Development of Tract 23903 as an industrial subdivision 

w:s delayed because of difficulty in meeting Captain Rotella's 

requirement of a 5,000 gpm fire flow (Tr .. 318, 381-382, Exhibit 46). 

T~t requirement W$S later met when defendant was able to augment 

its water supply by a connection to the Metropolitan Water District 

system ('Ir. SlS, 319). Iu February, 1966, a year later than the date 

of the deposit for installation of the 8;"inch laterals, defend.?ut 

and Watt executed .a refund contract for the $1,600 cost of two 

6-inch fire hydrants in Spruce lake Drive (Exhibit 30, Csse No. 8595, 

Exhibit A-l to Amendments to Complaint). The lateral in Sprucclake 

Drive later assumed the character of a domestic pipeline parallel 

to the center line of the street. Defendant, at Zhe hC3ring, 

13/ Defenaantis tariffs arc in eviac~ce oy reference (~Z2). 
Special Con,dition No. 1 of Schedule No. 4 specifies tl'l.1t the 
eust~r shall pay> without refund, the entire cost of 
ins~lliog the fi~e protection service connection. Special 
Conditions Nos. S ~nd 5, ~efcnd3n: zsscrts, co~~empl~tc t~t 
fire connections ~de under thae schedule may also be used for 
other purposes; if so, zhere is no requirement in the ta~i£f 
tr~t the c'~~omer's payment be prorated or refunded Cl1tirely_ 
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testified that installation of the two fire hydrants under a refund 

contract was an exception to its usual practice, and expressed 

willingness to add the cost of the Sprucelake Drive pipeline to 

that contract, for refund.purposcs (Tr. 360,361) .. 

Summary. Findings and Conclusions 

As we have noted at the outset of this opinion, there is 

no substantial dispute in this proceeding as to the dollars of 

esti~ted and adjusted costs of the various installations, as shown 

by defend4nt's exhibits. !he chief areas of dispute relate to the 

Sepulved~-Norcn.andie approach main, the several ins:allations in the 

vicinity of Vermont Avenue, a~d the applicability of various 

provisions of the main extension rule and other schedules of 

defendant's tariffs to both the Sepulveda-Normandie and the Vermont 

installations. The parties have urged that the Commission consider 

equities asserted to inhere in their arrangements for water service 

concluded under conditions prevailing at the time. 

Approaching a decision here, we note, first, that in 1964 

and early 1965, the several complainants and defendant were engaged 

in complex negotiations for water service to previously undeveloped 

areas on the fringe of de£end~nt's then-existing service area in 

unincorporated te:ritory of los Angeles County_ Secondly, the class 

action filed by California Water Assoeiation on behalf of dcfc~Ant 

and other investor-owned water utilities in Los Angeles County 

(No .. 842988, Super. Ct., L .. A. Co.) was still p~nd1ng and undecided 

in the trial court while the v~rious water facility contracts 

involved here were being negotiated (the contracts for !racts 30176 

and 29:.84 west of Vermont Avc'O.ue were executed .a~1;"zr April 8, 1965, 

the. date on which the trial court rendered its judgment that the 

county wa:er ordinance would not be enforced against investor-owned 
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water utilities--see Exbs. 26 and 27). Lastly, three proceedings, 

considered by the parties to be pertinent to issues here, were both 

pending and finally decided during the period between the filing of 

the first complaint herein (Case No .. 8421, filed August 9, 1965) and 

the cOllll:1lencement, on February 18, 1969, ~f adjourned and original 
14/ 

hearings on these five consolidated comp1aiuts.-- It is a 

permissible inference that at least one of the reasons for delay in 

reaching a hearing iu these consolidated cases may be 3ttributed to 

the" reluctance of defendant and its counsel, who were directly 

involved or vitally interested in all ehree proceedings, and of 

complainants and their counsel who also were interested in the 

outcome, to proceed further while the issues in those proceedings 

remained undecided. 

'14/ -- !fie three proceedings were: Caj the appeal ~n the water 
ordinance class action, decided July 31, 1967 (Cal.ifornia Water 
& Telephone Co. et a1., supra); (b) defend~nt's r6~C !n~rease 
application, in whiCh the utility was ordered to seck ,rior 
authority for main extension contracts involving contributions 
(DeciSion No. 74833, supra, dated Oceober 15, 1965); and (c) the 
Comcission's reopened investigation of tbe main extension rule, 
initiated August 24, 1965, in which var.ious provisions of ~ha: 
rule, including the relation of the Los Angeles County fire flow 
ordinance to Section A.4.d. (3 major issue here), received 
extensive ~ttention. With reference to Section A.4 .. d .. the 
opinion states, in part (Decision No. 75205, dated January 21, 
1969, Case No. 5501, at p.lS): 

"The present langU"'-ge in Section A.4.d .. appears to cover 
all situations where an 'extension' ClUS: comply with 
requirements of public authorities, regardless of whether 
the requirements are enforceable against the utility or 
the subdivider. In circumstances whcre :he application of 
this provision ••• appears unreasonable to either or both 
parties, Section A.8. of the present rule permits the 
matter to be refer~ed to the Commission for determina:ion. 
If both parties agree on en equitable deviation from the 
rule, euthorization to make effective c eonerect incorpor~t
~ng the cieviation p=esumably could be rc~uested by advice 
letter pursu~nt to Section X.A.. of General Order No.. 96-A: 
if the parties dis~g~ee, an appropriate fo~l plc~&i~g . 
should be filcd. fI " 
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It results" therefore, that the delay 1n hea.r1ng 4nd sub

mitting,this matter for decision--for whatever reasons--has enabled 

the pa~ties to argue that despite what they did voluntarily, years 

ago~ and without previously having submitted their now disputed 

arrangements to the Commission for its d~termination, we should con

sider those arrangements in the light of the above~entioned post

contractual developments. 

We d1smiss the foregoing argument as without merit. The 

?arties were aware) prior to execution of their contracts, of their 

right to apply to the Comm1ssion for prior determination of arrange

ments they considered to be uncertain, unjust or unreasonable, pur

suant to Section A.8. of the main extension rule. The parties were 

aware also, 'before executing their contracts, that arrangements for 

utility service under condition:. at variance w!.th dcfcndant 7 s tariffs 

reqUired prior author1zation to make them effective (General Order No. 

9G-A, See. X.A.). The parties, further, were aware, prior to execut

ing their agreements, that Section A.4.d. of the main exCension rule, 

despite cQmplainnnt: T contentions to the contrary) does not provide 

for 'refunds of construct10n a.dvances that include the cost of fllc:£.11'" 

ties requ1red,by public authorit1es, but onlyehat the estimated end 

adjusted costs of the extension include the cos: of the facilities 

so required. Refunds of advances) after adjustment to actual costs 

and absent prior authority to treat portions of the advances as con

tribution:, are provided for by Section C.2. of the rule. 

rae respective claims of the parties in conneet~on ~th 

Section A.4.d. of the rul~, d1~cuGoe4 ~Arlier. disclose a latent is&ce 

of potcn~ial significance to the Commis~1on, ~he County of Los Angeles 

ana to subdividers ~nd 1nve~tor-owned water utilities generally who 

may be affected by the 1~s Angeles County ~at~r ¢ro{nQue~ or s~milar 
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local leg1.slation. That issue, which has policy implications, may 

be stated: Should investor-owned water utilities in this state be 

permitted, pursuant to voluntary agreements with subdividers und.er 

the main extension rule or authorized deviations therefrom, to incur 

the ownership burdens of excess capacity plant installed to specifi

cations other than those promulgated by this Commission or by the 

utilityTs tariffs, even if the cost of such excess plant is contri

buted by the subdividc~? 

It is both unnecossary and inappropriate to decide that 

question on this reco~d. We note that defendant, while arguing the 

inapplicability to it of Section A.4.d. wh~re the additional advances 

were occaSioned by a local ordinence purporting to affect a subject 

la.ter held by the courts to be p"C'ccmpted by sta,tewide regulation, 

nevertheless waS willing, wh.en e:(ceuting i'~$ contracts with complain

ants, to incur some of the b~rde~$ of owner$hip of th~ excess plant 

(i.c., taxes, maintenance, event'U.:Ll rc!>lacc:nent, etc.), recognizing, 

of course, that the contrib'J.tcd cost of such excess plant 'WOuld not 

be considered an investment for rate-fixing purposes. 

It is further noted that, as this record sho'WS, defendantTs 

water system serves both incorporated and unincorporated areas in Los 

Angeles County. Defendant argues, in asserting the reasonableness of 
, " 

its decision to require contribution of the cost of excess fire flow: 

capacity, that its ratepayers in incorporated areas, Where the county 

water ordinance does not apply, are ~ubjected to' discrtmination by 

having to bear system costs that include at least the operating costs 

of the oversized mains 1n county territory. 

A related question that emerges from the foreging discus

Sion, and one which it is unnecessary and inappropriate to decide . 

here, is whether subdiv1ders involved in main extension contracts with 
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investor-owned water utilieies--an activity unquestionably ~ithin the 

paramount jurisdiction of this Commiss1on--can be subjected by 3 

local ordinance to specifications or requirements for w~t¢r facilities 

more restrictive than those promulga~ed and enforced by this 

Commission. 

We leave for future considcration~ in an appropriate pro

ceeding, the resolution of the foregoing questions, and turn to 

questions to be decided here. Complainants have asked, in effect, 

that we modify or reform their main extension agreements snd order 

defendant to perform them as modified. We lack power to do this 

(C~liforn1a Water and Telephone Co. v. Public Util. Com.~ supra). 

Defendant r~s requested retroactive authorization for those agree

ments; for a determination that it acted reasonably in concluding its 

various arrangements with eompl~inants; that it be authorized to 

reduee the total amount of moneys considered by defendant to be 

refundable to Boise cascade Building Company (the re3l party in 

interest) by the eost of the Sepulveda Boulevard portion of the 

NO:Qandie-Sepulveda approach main; and that the complaints be dismissed 

for failure to state a cause of action. 

It is neither necessary nor appropriate, on a record 

s~ch ~s this, to give ret:oactive validity to the main extension 

contracts that provided for eontributions by complainants of 

the cost of meeting fire flow specifications of the Los Angeles 

County water ordinance. If those agreements are invalid for lack 

of prior authorization by this Co~ission, the parties will ~ve 

~o ext:icate themselves fr.om ~he circuQctanccs ss best they c~n. 

To ~uthorizc such arrangements wo~ld be tanta~o~~t to co:c~eing 

~nat the local ordinanc~, thougn not ~pplieable ~o defendan~, 

still was effective to eompel, indirectly, not only the 

"voluntary" construction of unnecessarily oversized plant, but also 
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the inclusion in the subdividers'. advances of the cost thereof pur

suant to Section A.4.d. of the main extension rule~ subject to refund 

only if authorized by this Commission. 

We do not recognize the water ordinance as applicable to 

the arrangements for water or fire protection service concluded by 

the parties here. The determination, however, of which of the parties 

should bear the burden of their acquiescence in giving effect to the 

requirements of that ordinance is a matter within the exclusive jur

isdiction of this Commission. In making that determination we are 

not bound by the terms of the several main extension contracts that 

provide for contributions by the subdividers of the cost of meeting 

the county's fire flow specifications. The appellate court, in the 

class action, held that the water ordinance could not constitutionally 

be applied to investor-owned utilities. We hold that the ordinance 

cannot be applied to such utilities 1n the indirect manner shown by 

this record. It results, therefore, thae defendant should be allowed 

to retain the questioned contributions, as adjusted to actual cost of 

the installations represented thereby-

With respect to the Sepulveda Boulevard portion of the 12-

inch approach main to serve Tract 27360, defendant clearly violated 

its main extension rule in failing to require an advance from the 

subdiVider for that installation, as well as for the cose of the 6-

inch connection at Alexandria Avenue installed to help provide the 

initial quantities of water required by the county's specifications. 

Defendant has asked that it be allowed to deduct from sums due to be 

refunded to complainants' assignee, Boise Cascade Building Company, 

the recorded cost of those installations which, together with one fire 

hydrant located at the corner of Sepulveda and Normandie, amount eo· 

$23,960.99. 
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In disposing of this issu~, we note that uneontradicted 

evidence in this record shows that defendant had no reason, prior to 

negotiations for service to Iract 27360, to install a ~in in either 

Sepulvedtl Boulevard or Normandie Avenue in what ~las then undeveloped 

laud near the western boundary of its service -tlrea. The nearest 

connection of adequate size and capacity to serve that tract was 

located, 8S this r~cord sh~s, at the corner of Vermont Avenue and 

Sepulveda Boulevard. The approach main, routed via Sepulveda and 

Normandie, was constructed under one contract with one contractor, 

but with separate job numb~rs assigned by defendant to facilitate 

allocation of costs between the subdivider and defendant. 

Defendant improvidently and mistakenly used its own funds 

for the Sepulveda installations. There is no apparent: legal or 

logical reason for not treating the entire approach main as a unit 

for refund or contribution purposes. Defendant, therefore, should be 

p~rrnitted to deduct from. the sum of $34,238.89 (shown on Exhibit 44 

~s "Credit Due Developer"), less $588~lS for relocating .a fire 

hydrant not subject to refund (Contract No. 233), the difference-

calculated on the same cost and pricing bases used for the Normandie 

Avenue portion of the approach main--beeween the recorded cost 

($21,801.11) of 2,631 feet of 12-inch asbestos cement pipe and the 

equivalent footage of 8-ineh pipe of the same class, plus the 

recorded cost ($1,,722 .. 02) of the connection at: A1exandr:La Avenue. 

No deduction should be made for the cost of the fire hydrant 

($437.86), as the relation of that hydrant to the county's fire 

flow requirements has not been shown. In short, what we do here 

is to require refund, to the party entitled thereto, of the cost of 

an 8-inch main in Sepulveda Boulevard (a size considered adequate by 

the standards of defendant and this Commission), together With the 
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cost of the associated fire hydrant at the corner of Sepulveda and 

Norcandie, and to permit defendant to rctain~ es in the case of the 

Nor--andic Avenue portio~ of the approach main and othez oversized 

installations, the b~lancc, calculated in the ~nner cescribed above, 

a~ a contribution representing the cost of compliance by the sub

di·~dc~ ~th the wa:cr ordinance. 

We now turn to the Vermont Avenue installations, and to 

complainants' request for allocation to Tracts 30l76, 29184 and 23903 

0: the ~dvanee made with respect to Tract 29792 and for refund, in 

cash, of the entire advance. We have noted tha: defendant has 

offered, subject to this Commission's authorization, to combine and 

re-execute main extension contracts for Tracts 23903, 30116 and 29184 

so as to allocate among those tracts the cost of installing the 12-

inch main in Vermont Avenue (Tract 29792). Defendant has asserted 

that it ~ll not know what costs ere subject toallocat1on for refund 

pu--poses until its liability to r~fund the costs of comp1ainants T 

compliance with the water ordinance (involved in Case No. 8242) has 

been determ~ned. DefendAnt also assert3 that as Boi~e Cascade Build

ing Company now holds all main extension agre~ents that provide for 

refunds~ it should be s matter of indifference whether revenues from 

the above~entioned parcels, &s well as from other parcels served by 

ove~sized facilities, are 4ttr1buted to one tract or another for re

fund purposes. 

Accordingly, as we decide thst defendant may retain as con

tributions the cost of oversiz1ng mains to meet county fire flow 

specifications, including th~ mains installed for-Tracts 29792, 3017S 

4nd 29184 7 def~neant should refund the balance of the recorded costs 

to the party or parties entit!ed thereto 1 in ~ecordance wit~ appli

cable refund provisions of its main extension rule. 
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We do not agree w.th complainants' contention that defen

dant should be required to execute a separate main extension contract 

for the facilities installed in Tract 23903, the industrial area east 

of Ve=mont Avenue. Those facilities--the five 8-inch lateralG and 

associated small domeGtie services previ~usly ment1oned--were properly 

installed under defendant's Schedule No.4, Private Fire Protectio~ 

Service, pursuant to the &pecif1c reQuest of the subdivider for 

future fire protection and incidental office water for str~tures 

later to be built in that a.rea.The fact that one of thc.laterals 

, 

(in Sprucelake D=ive) later assumed the character of a distribution 

main in what eventually became 8. dedicated street·, does not v1t1ete 

defendant's understa~ing and action at the t1me, especially in light 

of the projected street improvements planned for Vermont Avenue and 

the uncertainties surrounding development of the ~rea west of Vermont 

subsequently designated as Tracts 30176 and 29184. Defendant's offer> 

at the hearing, to refund the reco=ded cost of the Spruce lake Drive 

msin in addition to the cost of the two 6~inch hydrants connected 

~hereto (Exhibit 38), appears reasonable and should be carried into 

effect. 

Complainants have noted, and the record shows, that the 

total amount of-contributions herein sough: to be reclassified as 

refundable advances is relatively minor as compared ~th defendant's 

1968 rate base. For reasons previously indicated we do not consider 

that fact as determinative of the underlying question of whether, from 

a regulatory standpOint, any more effect ehould be accorded the water 

ordinance than ~ppears to be necessary to dispose of t~~ issues pre

sen'Ced by this record. To r~';:.lirc defendllnt "CO rc-:l.'lssify ehc5c <:0:1-

tributions as refund3ble advancc~ would, in effect, recognize that 

the local ordinance, though not constitutionally applicable to 
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defendant, nevertheless retains enough vigor to dictate, to the extent 

claimed, an effect on de:endantTs investment in facilities over which 

thiS COmmission exercises paramount regulatory jurisdiction. As the 

installations have been in the ground for several years, there is 

little we c~n do except to minimize, as far as possible, the econo~ic 

impact on defendant and its ratepaying customers of en unnecessarily 

oversized plant. This is the real basis of our decision here on the 

reclassi=ieation iSsue. 

The Commission, on this record, finds the followingf~cts: 

1. The nemed subdivider complainants herein and defendant 

Do~neuez Water Corporation, a rc~ated public utility water company, 

during the period from approximately April 7, 1964 to April 22, 1965, 

negot~~te~, executed and carried into effect, with prior knowl~dge 

of the provisions of Rule 15 (Water Main Extensions) of defendant's 

then filed and effective tariff and of this Commiss1on Ts General Order 

No. 96, Section X.A .. (now General Order No. 96-A), certain purported 

contracts and arrangements for public utility water service, includ

ing public fir.e protection service, requested by complainants for 

service to certain of their subdivisions or land developments then 

prOjected or under construction in unincorporated territory of the 

C01JAolty of Los Angeles within defendant f s then-existing dedicated 

water service area. Cost and other details of $sid contracts, as 

related to the. numerical order of the five compla.:Lnts herein, are 

shown by the following exhibits in evidence: 
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Exhibit No. Contract No. & Dat~ Tract Nos. Cas~·No. 

43 198" 4~7-64 26884 8241 
27984 
27985 
2798Q· 
2798:7 

41 229, 4-8-65 29184 8242 
230, 4-8-65 30176· 

30 210, 8-21-64 27360 8243 
215, 9-17-64 28611 
223, 2-1-65 29714 

32 225, 2-15-65 23644 8332 
29420 
30177 
30189 

35 221, 1-21-65 29792 8595 
2. Defendant, as the basis for construction advances by com-

pl~1nants of the estimated cost of the installations described in the 

~evcral contracts enumerated above, and witho~t having sought or 

secured prior authorization therefor from this Commission as required 

by said General Order No. 96, ment10ned in e4ch of s~id contracts, 

with the acquiescence of th~ reepective complainants, trested certain 

portions of ~id advanees as unrefundable eontribut~ons by complain

ants of the estimated cost of oversizing, certain pipe to meet spec

ifications and other purported rcquir~ents of Ordinance No. 7834 of 

the County of Los Angeles (herein sometimes called the ~ater Ordi-
-

nanee", adopted Au~~st 2, 1960), as ~ended and as supplemented or 

implemented by companion measures sometimes herein called the ":Build

ing Ordinance1t and the TfZoning O'X'd1.tl8.nc~" .. 

3. The total amount received' by defendant from compl.a.ir.ants 

fo~ the installations described in the eight mein extension contracts 

referred to in paragraph l, above, of these findings, was t~e sue of 

$337,088.30 of which sum defendant claSSified $296,414.83 as advances 

and $40,673.47 as cons~ribu~ions; the total amount of reeord~d eost~ 

for sa~d installations clo'lssif1ed by defenc4!nt ~s advances, incl-:.'tding 

the Stl."Il. of $23,960.99 for the Se~u:&.vcda Bo~levard inGta!l.e.tions And 

the sum of $588.l5 for the cost of reloce.ting a hydrant in Tract 

29714, was the S'lJm of $286,355.07; the total amount of reeordeG costs 
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classified by defendant 48 for overs 1 zing mains (not including (a) the 

cost of overs1zing the main in Sepulveda Boulevard, and (b) the sum 

of $6,492.95 for oversiz1ng paid for by defendant in connection with 

installations described in the contract deSignated hereinabove as 

Contract No. 198) was the sum of $40,455 .. 33 .. 

4. Defendant, on the basis of the sums set forth in Finding 

No.3, hereinabove, has calculated that the sum of $10,277.90 is 

payable as a nCrecl1t Due Developer fr
.. We further find that it is 

reasonable for defendant to adjust said credit to reflect the recorded 

costs, contributions and amounts payable for the Sepulveda Boulevard 

main, the Alexandria Avenue connection theret~ and the fire hydrant 

located at the corner of Sepulveda Boulevard and Normandie A~£Uce, in 

the manner described. 

5. Installation by defendant pursuant to its tariff Schedule 

No.4, Private Fire Protection Service, of the five S·ineh laterals 

and associated small domestie services e4s~erly to Traet 23903 from 

the 12-inch main in Vermont Avenue, between the Storm Drain Channel 

and the Santa Fe right-of-way (Map, Exhibit 34), was reasonable under 

the conditions then prevailing; however, we further find that it is 

reasonable for defendant to include in sums repayable to the party 

entitled thereto the recorded cost of the lateral main and small ser

vice line installed in Sprucelake Drive, together with the recorded 

cost of two 6-inch fire hydrants installed in Spruce lake Driv~ pur

suant to s. contract in evidence herein, between defendant ancI R. A. 

Watt, Incorporated, bearing an effective date of December 22, 1965 

(Exhibit 38). 

6. All contracts herein between ~he named complainants and 

def¢ndant, including the contract in evidence 4$ Exhibit 38 are 

now held by Boise Cascade Building Company, a corporation, which 
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corporation is the real party in interest for the purpose of pro

secuting these proceedings; aecordinglY7 we further find it to be 

unnecessary, for the purposes of this decision, to require an allo

cation to Tracts 30176, 29184 and 23903 of the a~vance made ~th 

respect to Tract 29792. We further find it unreasonable to require 

an immediate repayment, in cash) of said entire advance. 

7. There is no substantial controversy herein concerning the 

dollar amounts of estimated costs advanced by complainants for the 

several installations described in the contracts attached as exhibits 

to the respective complaints or otherwise in this record as exhibits, 

nor as to defendantfs recorded costs for those and other installations 

referred to in this record and in the foregoing findings. 

8. There is no issue of fact in this record material to the 

decision and order herein other than set forth in the foregoing find

ings. 

the Commission on this record concludes: 

1. Except as provided in the order to follow, the ralief re

quested by complainants should be denied. 

z. Defendant should be authorized to retain, as a contribution 

in aid of construction) that portion of the recorded cost of the 

installations herein) including the installations in Sepulveda Boule

vard~ that is attributable to compliance by complainants with the 

fire flow requirements of the Los Angeles County water ordinance. 

3. Defendant should be authorized and directed to repay to the 

party or parties entitled thereto, the balance of said recorded costs 

in accordance with applicable refund provisions of its Rule 15 (Water 

Main Extensions)7 after adjusting the "credit due developer" as here

tofore described in connection ~th the installations in Sepulveda 

Boulevard and deducting $588.15- from Contract No. 233-. Defendant,. 
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after making such adjustment and any other adjustment to' said "credit 

due developer,r required by this decision, should transmit to the 

Commission, by advice letter, two copies of the journal entries used 

to record in its books of account the repayment~ to be made and con

tributions to be retained, resulting from the disposition herein -made 

of this proceeding. 

ORDER - - - ........ 

IT IS HEREBY ORDERED that: 

1. Except es granted by this order, the relief ~equested by 

the several complainants herein is denied. 

2.. Defendant, Dominguez Water Corporation, is authorized to 

retain, as contributions in aid of eonstrUetion1 those portions of 

complainants T advances for construction of water facilities, adjusted 

to recorded cOS:.ts, that"are attributable to compliance by complain

ants with the fire flow provisions of Ordinance No. 7834, as amended, 

of the County of Los Angeles. 

3. Defendan: i~ authorized and direc:ed, after making the 

adjustments to credits due complainants described in the foregoing 

opinion, to repay to Boise C~scade Building Comp~ny~ a corporation~ 

or to other parties that may be entitled thereto, the balance of the 

=ecorded costs of the water installations deccrioed in the foregoing 

opinion. 

4. Defendant, within sixty days after the effective da~e of 

this decision, $~~ll transmit to the CommiSSion two copies of the 

journAl entries used eo record in its book$ of accocnt the repayments 
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made and contributions retained pursuant to the authority herein 

granted. 

The effective date of this order shall be twenty days after 
i 

the date hereof. 'I 

Da.ted at __ .... S:I.n .... ' _~_:-rn:_n_c_1:!I_eo __ , California, this 

day of ____ J_U_N_E ___ , 1970. 

/
" V ..... M -" ' " '-' 

~ ---. -'-J"" .of;, ... ... ,., : "':L , 

, -.,,~. ':'''''.' ;:=) .. - .....,,-. 
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