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Decision No. B0508' 
---~=----

BEFORE THE PUBLIC UTn.ITIES COMMISSION OF THE STATE. OF CAllFORNIA, 

CAl.-AURIOM, a, limited, partnership, ) , 
) :, 

Complainant, !~ , 

VS .. 

BOLSA KNOLlSWAIER CO •• ' INC. , 

Defendant. ' 

Case No. 9321, 
(Filed ,February: 3;:", 1972r', 

George s. Kcllt~ for complainant. 
Cia££en£~n~~i 1 and Robert F. Arenz, for 

Sam E. 'Winegar, for the Coamdssion staff_ 

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

Complainant Cal-Aurium. a limited partnership, seeks an ' 

order requiring; defendant Water West Corporation!! to:, /. . 
1. Enter into a main extenSion agreement with comp1ailUlnt, v' 

guaranteeing eventual full refund 'of advances for construction. 
2. Limit engineering cost for the main extension tc>$555,~30. 
3. Eliminate overhead charges of $1, l37".14 from, the amount 

chargeable to tbema:in extension. 
4. Refund to complainant $2', 70S' execss advance plus interest .. 

Public bearing was held before Examiner cateyat Monterey 
on June 7, 1972.. Testimony on behalf of complainant was presented, by 

one of complainant's general partners.. A Commission staff engineer 
presented Exhibit No .. l, a summary of the staff investigation of the 
complaint. The matter was submitted on June 7, 1972. 

1.1 Consolidation of Bolsa Knolls Water Compauyand' three other water 
utilities intc> Water West Corporation was authorized by Decision, 
No. 79135 10 dated September 28.) 1971, in Application No-. 528:32: .. 
The c:onsolidation was effected December 31~ 1971 ... 
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Club Meadows, is within the service-area taken aVer from Bolsa .. 
History 

Early in 1969, a predecessor .,,0£ complainant. req,uested> of 

Bolsa an estimate of the cost to extend Bolsa's ·system to; serve the 

28-1ot Unit No.1 of Co1.mtry Cl1Jb Meadows. An engineeririg firm 

affiliated with Bolsa prepared pipeline maps· showing some 2,220 feet 
of on-site mains and 4,500 feet of approach main connecti:hgto: 
Bolsa's then eXisting system. 

The original developer of Country Club Meadows· d:td not 
proceed with the p~ed development.. One of the· partners ... in the­
origi:al group reacquired the property along: with others in the part­
nership which is complainant hereill.. Complainant then res\lmed·nego-· 
tiations with Bolsa for extension of water mains. 

On· March' IS. 1971,. Bolsa and complainant signed amain 
. . 

extension contract for Unit No .. 1, Country Club MeadoW's. The .te=ms 
of the agreement dev-late from the uniform water main extension· rule .. 
in that part of the cost would be advanced· by.comPlainant, sUbJect'to· 

refund aver a period of years, but part would be contributed,,· not 
subject to potential refund. Also, for ,re:ftmd,1ng purposes, the 

numbel: of customers for which the extension was designed,:is. stated in 
the contract to. be· only the 28 potential in-tract customers:.. :'ae· 
effective date stated in 'the contract is the "date of PUC resolutio:a. 
ap"rov-lng indicated financial arrangements. ft . . , 

The advance and contribution provided for in t~e main 

extension contract were not payable in full directly, t(>~lsaby , 
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complainant. Rather)' complainant was to pay the, contractor who ' 

installed the extension and paY';Bolsa directly only' for design) super­

vision and overheads related to the extension. The- water mains were 
installed 2nd complainant paid the contractor but) because of' the " 
controversy between Bolsa and eomplainant, f:tn.a.l settlementbetweeu, 

them bas not been effected .. 
Deviation from Main' Extension Rule 

Defendant contends that the cost of the approach main 
should be contributed rather than' advanced: by complainant, because of 

the long distance between Country Club Meadows and the rest of defen­
dant f swater system. Dividing the total eost of on-site' and approaeh' 
mains by only the u1.1mber of lots in Unit No.1, the investment ,per 
customer would, be about $1,200" a:; compared with' an average 'of "perhaps 
$400 for the rest of the system. 

The water main extension rule which this Commission has " 
preseribed for all regulated wa~er utilities contemplates that' there 

wil~ be approach maius required for some <!evelopmet:.ts.. Section C.l.~ .. 
of the rule requires advance of tbe tl .... cost of the extension to be 

act\lally installed, from the nearest utility f3.cility~ •• ",(emph3S'is 
added). 

Inasmuch as refU1lds of advances are based upon 22.pere,ent 
of revenues derived from cus'tomers served direetlyby an ~tension) , 

the long, approach main would not result in any more rapid ~efund's 
'Under the main extetr.Sion rule than under defendant' $ proposed ,dev1a.­

'Cion> assuming no customers to be served directly by' that approach: 

mains. If, on the other hand, the itl1:erveuing territory develops and ' 

some new customers are served directly by 'the approach main, it is" 
reasonable tbat the advance be refunded' more rapidly. The : main, exten ... 

sion rule accomplishes t~s. 
Aside from the rate of refund1ng~ defendant is concerned ------- . .', 

with the tot.!l.l amount ultimately to be refunded. ,Section C~2~e~ of 
the main ext,ension rule provides that, ::tfter 'the norma120~yea.r 

. expi::'atioc. date for refunds, the then unrefunded portion of the 
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advance will be refundable in five addi.tional annual installments if 
" ••• 80% of the 1xma fide customers for which :he extension or', special.: 
facilities were design~ are ceing servedtherefrom.>~ .. " .. 'De:fendant 
interpreted this to cean that only 23 customers (SO' percent of the' 
lots in U:lit 'No.. 1) would be needed to qua:a.ify complainant for the· 
guaranteed ,ultimate refund of the full advance for both on-site and: 
approach mains.. Tb.is is not correct .. ' Section C~l.a. specifically: 
refers to " ..... the main required to serve both the new-customers and' 

, I • 

a reasonable estimate of the potential customers who. might De served', 

directly from the main extension ••• " (emphasis added). Thus" the 
number of customers for which the extension was designed would. be,' 

the number of lots in Unit No. 1 plus a reasonable estimate', of t~e , 
potential new cuStomers along the route of the approach ,main who:' 
cotlld be supplied by service pipes directly ,connected to, that main. 
Gua:anteed ultimatE: full refund of the total advance would therefore 
require a rea&o:l.a1>le average customer density on all of the ' mains: ' 
covered by the advance. 

Exhibi.t No. 2 shows that 2,220 feet of 1n~traet· mains' were 
requued . to serve 28 lots, resulting in a potent'ial in-tract ,customer 
density of about one customer per 80 feet of in-tract main,. Page 2, " 
of EY..b.ibit: itA" atta.ched to the filed· comc>laint shows. that some' of , 
the property facing the' approach main on San Juan Grade .Ro~d alre&dy' 
has been split' into. Ints of about. 75-foot frontage whereas' many , 
others are still very large. There' 1$ no way of d'etcrminir:.g ",,"ith 
any degree of accuracy how many customersultimately·will·be ser.vecl 
directly from. the approach main. Even with allowances: for, street 
intersections, corner lots served from side streets" and: somep:roperty 
which may never be split into, smaller parcels, such as the s.ite, of 
a local church,. it is not unreasonable to asswe the same ult:tm.ate" 
density on the appro.cch main as. within Unit No.1.. Thi5 ass'lJmI'ti~n 
would result in about 53,custcmers along the 4,500' feet,of approach· 
main~ or abou~ 27 eusto~rs per trdle on each'side' of SanJuan:' G=.ade,., 
We will ad()'Ot ~he derived est~te of'S3: cUstomers qas . re8s~b.le,~· ., .. 
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It would not be feasible to install' service lines a.loagthe" 
approach main at this time.. The final configuration of lots and side 
'streets is not yet determinable. Further,. &lthoug~ complainant, will 
be entitled to reftmds based upon revenues received: from cu.s.tomers 
alOD.8: the approach main, it would not be reasonable torequtre com­
plainant' to advance the cost of future service connections,. some of 

, " 

which will not he needed for many years. Instead, it is more appro-

priate for defendant to pay for the installation of service connec­

tions as needed on the approach main and to defer refund, of '22 percent 

of revenue from 'each such service until. the cost of, the service con­

nection bas been offset. 

Inasmuch as the provisions of. defendant: • s main extension , 
rule incorporate adequate safeguards against the utility's investment 

in a speculative and uneconomical extension:, ashere:tnbe,fore' discUsse~ 

we concur with the recoamendation of the staff engineer that: a , 

standard main extension, contract be utilized, except that we: will 
, 

direct and authorize a deviation to the extent: that comp,lainant will 

not 'be required to: advance tbecost of futureserv:[ce 'connections 

from the approach main and' defendant will offset the cost:,of such 

service connections against related percentage-of .. revenue refunds. 

Fire Hydrants , , 
In conjw.ct:[on with, the main extension. defen~t 'had 

included as part of the deSign certain piping and fire hydrants 

requested by the Fire Chief of Salinas Rural Fire Depa~tment:. After 
installation of all of the underground facilities by complainant's' 
contractor, the fire department found that :[t would not be able to 
pay the moa.thly hydrant charges prescribed by' defendant's tariffs. 

Defendant and complainant have agreed' that the cost of . certain, of tbe 

facilities should be ,credited' to complainant. In Exhibit No,. 'l~ the·, 

staff engineer s1lT71'Mrizes those' costs~ totalling. $2".483,. 

Engineering' and Overheads , . 
Defendant has billed ccmplainant $1 ".S3l.5Sfor engineering;. ," 

services performed' in Connection with the design". estimating"plannin:S . 
. ;', ..... , 
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and inspection of the extension to Serve Unit No·.' 1. In Exhibit No:. 1, 
the staff engineer summarizes his analysis of the engineering . costs, . 
and recommends that the engineering. charges be reduced' t6 $1 »379.20. . 

Defendant claims general overheads of three percent of the. 
eonstruction cost. In Exhibit No. 1 ~ the staff engineer reviews this 
proposed charge in conjunction with the engineering costs.', He con­
cluded that the proposed overhead charge of $1,125.58: is reasonable' 
and is justified. 

Neither defendant nor complainant took exception' to the 
staff engineer' s, re~ommendations on engineering and, overhead. caarges' 
related to the extension. Those recOJ:m:Ilendations are adopted herein. 
Excess Extension 

Defendant required, as a. portion of the on-site plant, the' 
installation. of approximately 200 feet· of main in San JUan Grade 
Road, north of Augusta Drive, as shown on· Exhibit "A", pagel,' 
attacbed to the filed complaint. the staff points out in: Exhibit 
No-.. 1 that ther.e is no ·i.nImediate need: for this, section· of line •. l~o 

customers within the subdivision will be served' by this short 
extension. 

We do not question the prudency of installing this sect:£.on . 
of the extension. because it will be needed in the future if-· a.nd when 

. further extensions are made along San Juan Grade Road·',. northeast. of 

Unit No:. 1. The only issue is. to determine whether the cost of the 

shert extension should be included in the amount advanced by -cCQ:" 

plainant or should be paid for by defendant. 
Section A.3. c. of defendant r s main extension rule requires 

the utility to pay its pro-rata share of c:osts " ••• If the utility,. 

at i.ts option, should. install facilities ••• resultingin,agreater 
footage of extensiOll than. required, for the service requested~.- .... r •. 
(Empb.3sis added). On the other b.a:l.d» SectionA.4.d.· of thema1n: 
extensio:L rule provides that " .... When an extension: mu.st comply wit:~ 
an o::dinanc:c', regu.lation or specif:[c8-rion of a oublic authority, ~he' 

estimated .and adjusted construction costs of said extensionsb.all be 
;'~cd. l:pC'C :be facilities required .to. comp-ly therewith. II " (Eniphti.&:tsi ; 

, 'I 
adc!ed.) ,} 
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Item -
Installation by Contractor 
Engineering 
O'lerheads . 

. Less: F~e Hydrant Adjustment 
Excess Footage Adjustment 

Net Advance 
(Deduc:tic.c.) 

Inasmuch as complainant bas paid $l7~5-19·.40 to' the' cont::ac­
tor a::ld should be liable for only $36 ~58~.18' as an advance, defendant. 

sho~ld reimburse complainant for $930.22 of the cost,. as, ree~1:ded 

by the staff engineer, plus interest. the order herein so pro""ides.: 
Findings" and Conclusion' 

!be Commission ffnds. that: 
1.A water main extension hc.s been installed to serve com-

I' ." 

plaiJ::.anets Unit No.1, Country Club- Meadows, Monterey County~' from. 
defendant t:: Bolsa Xnolls system. 

2. Complainant has paid $37,519.40 of the cost of the. extens.ion. 

3.. U:lcer defe:dant: sm1n extension rule, only $36~,589~ 18 

should have bee:l advanced by COIll?lai:o..snt, 3uoject':to" potential refund~' 
. " 

4. A reasonl!ble estimate of the :lumber of, customer.s who mg,ht . 
ulti~~el,. be served £roc the portion of the exeens.ion covered by, 

com, ki.x:.~t ' s· advance. is 81 ~, 
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5. It will be reasonable not to add to the advance required 

of complainant the cost of future service cormections· along the' 

approach main~ provided 'Che cost to- defendant of such· 'service, con­
nections is offset before percentage-of-revenue refUnds related to· 
those services are payable to complainant. . 

The Commission concludes that defendant should offer a 
revised main extension contract to complainant and refuri.d~ the· excess 
$930.22 advanced by complainant. 

ORDER -----
IT IS,' ORDERED that: 

1. Within ten days after the effective date of this order ~ 
defendant Water West Corporation shall offer complaiDant,'·CSl-Aurium· 
a main extension contract in the standard fo~ prescribed, by defen­
dant's tariffs ~ covering the portion of the extension installed to 

serve Unit No. l~, Country Club Meadows~ Monterey County, hlclud1ng 
the approach main from defendant's, system on Rogge Roa~' ancf the in 

in-t::act mains, but eXCluding the portion on San JuaxfGrade,Road, 
north of .Augusta Dri.ve. " 

2. The contract prepared pursuant to the foregoing.paragraph. 
of this order shall provide: 

a. The property to be served i.s Unit No.1', 
Country Club Meadows: and any lots supplied 
by service lines directly conneetcclto the 
approach main from Rogge Road. 

b. the cost to be treated as an advance su1>ject 
~o potential refund is $36,589.13. 

c. For refunding purposes ~ the ntlXllber of cus­
tomers for whom the extension is. designed shall 
be considered to. be 81. 

d. the effective date of the contract is March 
19, 1971. 

e. ':he cost to be treated as an advance subject 
to potential refund does not include any 
amount for cost of future service eooneetions 
along the approach main and, in recognition 
of this, the cost to defendant of each such 
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service connection sOOll be offset against 
percentage-of-reveuuerefunds related to 
that service before such refundS are payable 
in cash. 

.. " 

3. Upon complainant's siga.ature and return of the main exten ... 
sion contract ~ defeudallt shall refund the excess amount of: $930 • 22~ . 
plus interest at the rate of 7 percent per annum from March. 19:~ 197:1. 
to the date the contract is offered to compla1na.nt by defendant .. 

J '1'1' , 

4. WitlUn ten days. after the excess advance has bemi 'refunded:~ 
defendant shall file in this proceeding two copies of the executed, , 
con~ract and a written statement of: 

a.' The date the contract was offered' to 
complainant. 

b. The date the contract was returned by 
com:plaitlant. 

c.. The amo'\mt of excess advance:t inc luding 
interest:t returned to complainant. 

S. Excep~ for the relief provided herciD.~ the complaint is 
dismissed. 

The effective date of this order shall: be twenty days·, after 
tl:.e date hereof .. 

Dated at San Flanciseo 

of SEPTEMBER ~ 1972 .. 

'-9-' 

, California,. this / q ~,: day 

. , . I ' ,". " ',:: .,",' 

Comm1ss1onor-- 'Xhomas Moran,.. be:1:cg , ' '., ~:, . 
Dl'lcl'IssarUy ab:sont .. :c1td:not':p.Q.rt.1c1I)ate.: 
1D·'Ul.41s])051tion:otthiS:l'roCled1ng~,': 

'" 


