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C.9902 ALJ/1lt *

OPINION
I - BACKGRQUND

On September 28, 1954, in Decision No. 50580, the
Commission established rules governing the extension of service by
water companies. By this decision, as later modified, an applicant
(whethex an individual or a developer) for an extension is reguired
to advance to the water company the estimated reasonable cost of
the extension. As an alternative, a developer may install the
facilities constituting the extension, if authorized by the water
company. The amount advanced by a developer is then refunded with-
out interest by the company £or a peried not to exceed 20 years,
at the rate of 22 percent of revenue reccived £rom customers who
subsequently receive service from the oxtension. If at any time
during this period 80 percent of the customers who were intended
to be served by a particular extension actually receive service,
the water company becomes obligated to repay the entire amount of
the advance. A pro rata share of the cost 0f special facilities
is refunded to a developer as e¢ach new service is connected to the
system.

The first 50 feet 0f an extension to serve an indivicdual
are installed by the company without charge. The ¢ost of individual
extensions longer than 50 feet must be paid by the applicant
reguesting service. I£f, during a ten year period, other sexvices
are connected directly to the extension, refunds are made by the
water utility to the original applicant paying for the extension.

As refunds are made to developers or individuals, facilities
installed pursuant €0 an extension contract become part of the rate
base of the company. Whenever the amount 0f existing unrefunded
advances together with the amount of the advance which would be
required to f£inance a proposced extension exceeds 50 percent of its
total capital, a water company is prohibited £rom extending service
without authorization by the Commission. Often, such authorization
is conditioned on the reguirement that the cost 0f the proposed
extension be contributed by the applicant.

-2~




€.9902 ALJ/lt

On April 15, 1975, in Case (C.) 9902, the Commission
instituted an investigation into the operations and service of all
public utility water corporations under its jurisdiction for the
purpose of determining what revisions to the Uniform Main Extension
Rule were necessitated by the modifications to General Order No. 103
(GO 103), ordexed by D. 84334 dated April 15, 1975 in C.9263, our
investigation into the revision of GO 102 for fire protection
standards. By D. 87507 dated June 28, 1977, concerned over impli~
cations 0f current practice which permits compensation to & water
¢ompany in the event of condemnation of contributed facilities,
the Commission amendéd C€.9902 to consider whether facilities
contributed by developers and customers should be held in trust
for the publi¢c and, in the event of condemnation, be surrendered
without compensation. In response to legislative resolution,
C.9902 was further amended by D.87934 dated October 4, 1977 to
determine by what means water utilities ¢an finance the fire pro-
tection improvements. FPinally, by D.89695 dated November 28, 1972,
in the interest of clarity and for the purpose Of undertaxing &
comprehensive review of sewer and water main extensions, the
Commission ordered that the ingquiries previously ordered in C.5902
be superseded by the following:

1. Should facilities contributed to a sewer or water
utility be transferred without compensation in
the event 0f their acquisition by a public agency?

Should money or facilities provideéd by an applicant
for a sewer or water main extension no longer be
subject to refund?

Should free-footage allowances £cr individual
applicants be cither modified or eliminated?
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Yeptune and C3I4, together with San Gabriel, advocate
retalining the existing water nall extension rule. CWA proposes
retaining 4t with the meximum refund limited TO 5 percent of ne
advance in any one year and advances for special faclilities o de
relunded on a percent~-of-revenue dasis rather than on the present
per-lot baslis, and the Hydraullic Braach proposes retaining the dasic
provisions oF the rule modified to provide 20 percent of revenue
refunds t0 the customer rather than 22 percent of revenue 1o the
developer and the establishment of specifled waler conservation
measures.

It 1s apparent from the record that the present rule wWorks
reasonably well for the large Class "A" usilities that are adequately
capitalized and where the advances €0 20T constivtute 2 znajor porsion

£ the utilivy's capitalization. Zven for Tthose utilities, however,
there 1s room for improvezent in the water main extension rule with
respect %o the relund period for in-tract main extension coniracts
nd the treatment o special Tacllities. It Lis equally odvVLious-thav
the present rule creates nardships in the forz of cash-flow and
financing orodblems Jor some utilitlies, particularly those where
advances constitute a major portion of the capvitallzation.

Some water utilities are essentlially satisfied with the
present rule, as it permits them €0 invest rmore funds and duild uy
their rave bases more ranidly. However, the (ommission must be atv
least egually concerned with the efle¢t on utlility customers.
Perzitting utilities o dulld up thelr rate dhases more rapidly will
result in needless hixkes in water rates for thelr customers. Ixtension
02 the relfund period Jor water zmalin extension agreements from twenty
years to forty years and revision of the relund provisions for special
facilities will benelil the water cozmpanies by reducing the cash cCrain
Srom refund payments. These changes also will benelit the custoners
of sucz utlilities through Lower rate 2ases and lower rates.

CWA's proposal ©o limit the refund of an advance %0

6 percent of the advence in any one year and the Zydraulic 3ranch
oroposal to decrease the smount of refund from 22 perceat of
revenues down %0 20 percent OF revenues are Hoth wholly inaclecuacze
t0 measurad’ly affect the cash-Tlow prodlem 2or those weter utilities

experiencing such a prodlem and will, thereflore, notT de adopted.

-17-
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AS arcued by CWA, Neptune and C3IA, and San Gabriel, %!
Hydraulic Branch groposal to pay advance refunds to customer:
would ¢create more problems than it would solve. Included as such
problems are: (&) refunds S0 customers would ce

el
windfall %o nerzsons who aave not borne the cost ¢of b

(9) the required monthly adjustment £SO 2ach customer
of 2n annual adjustment =0 & Sevelooment woulé substantially ir
the administrative costs; (¢€) gran:iné refunds £O some cusitomers
ané not others would 2e diseriminatory; (&) basing the si
on the amount 0f water consumed i3 an anti-conserwvation neas
and (@) to the ¢ < the nrice of housing reflect
»lus drofizs, L0 nds Lo customers
would ingrease of snhe house.
and the Hydraulic Branch proposal for <0 customers,
with the related elinmination of zhe provisi for assignment ©
Axeension gcontracts,

The Hydravlic
conzervation measur z ] ' ' , Daszic
concent is commeada: . ni SUCh measures

e will

Sugh an
facilicies. > Dle will e

in an unjus:;‘
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—me Commission delieves

a4 2 = o<
-t gy nancial sizuacion of o ue

she Tin fwuation the © ;

aoout the lzpact o contract oovlizations incurred

subdivisions which do not cdevelod and, therelore,

Or ne revenue O the utillity. Under tiae new rule

that the utilities will Rave 0 repay =ain exteansion ¢onirac
regardless of whether the suddivisions cdevelop and provicde revenue
%0 the utility. It would pe unjust tO pass This risk cn <0 The
ragepayers. Thus <he utillities are »laced on no%ice that under zhe
new Tule 13 may be necessary T0 anply 2 saTu 2 adiustmen
orec

-

- -
- ——F Wb v awas

general rav oceedings whicnh ¢ould result gugction To rate
dese, degreclation and property taxes.
Small utilities which would

advance ConTracts out O nec reveaues si : reguire shas

- o s -

the plant for “hese extensions e financed shrsugh non-refundadle
. gonuridutions Srom the ceveloper,
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Paragzanh 3.1

The Commission
allowances on main extensions to serve individual
and =hat new individual customers
entire cost. This recommendation

Paragranh 3.2

This paragraph has been renumberec Paragraph 2.2. The

Commission st=aZf recommends that additional customers who subsecuently

are connece=ed o an individual main extension de reguired O sharze
in =We cOSt. This recommendasion is zeasonable an will be adop:tec.

Paraccanh 3.4

sazagzaph has been omitted since
included in Paragraph 2.2.

N -
- o

c.1.¢8.

ish deve 5 0.

acilities in instane
extension will not produce scffic:
seriod =0 make it seif-supporting, or
extension contract would plaée an excessive
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10. Axn extension To serve a developzmexzt, izcluding, o%
the discretion of the water company, the special Zaciliss

e gl wtn o s U

installed By the deweloper, should be financeld by meaxs of ax
advaznce refuzndable at axn anmual rate of 2.5 percent of <z

bl o1
gzount advazced. Other developers wio sudsequently use the
special facilities should bear a proportiornate szare of the
cost.

11. The proposal to eliminate the free footage allowance for

individuals would shift the cost of individual extensions to those

directly benefiting from them and, therefore, should be adopted.
12. °arag“aph A-2.2. 0f %he existizg water nain exsteznsioz

Tule, mecuiniz e Utility To 20vTily vthe Commissiorn whezever

tze acvance coztract balances reach 40 percezt of 4otal capival,

should be retaized.

Corelusions of Law

1. The guestion of the propers com pe cioz T0 be awarded
for coztridbuted plazt To be accuired by a public. agency <through
condemnation should be deciced on & case~ty-case Dasis a=d
should =0t be ruled upozm iz This proceeding.

2. Present miles for sewer cozmpazies whick provide for
facilities to be fuxmded by comtridbutions aze reasozable and

should be retained.

5. Class "A", "3B", "C", aad "D" water utilivies szould
ve authorized and ordered +o file the revised uxiform water maixn
evtension rile set forth iz Appexdix A attachked To this decisioxn.

4, The revised uniform waser maiz exvexnsion sule set fortk

Appezndix wtached to this decisioz, is Just and reasozable;
and the exi :zng Tule, izmsofar as it diffexs Irom it, is uwnjust
azd unreasozable.

5. Presexntly effective main extension ¢ontracts sizould
remain iz effect.
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5. In light of wme factT that utillities will have IO repay

advance contracts regardless of whether the suddivisions develop
and provide reveanue <o the utility, water coxmpanies should reguire
non-vrefundadble consridutions fron developers when, Ln the judgmeznt
ol th 4% apoears what services will nov 2e comnecved
at pid enougnh rave o mexe an extensien sel:-suonorzing, or

otherwise aspears that a zmain extenslion coniract would

on customers. Commission approval will

10T be reculired. : 5 Will he on mesice That Ihe
Commission : - ad‘"“'r nt in rate Droceecinss.
This coulcd
propexrty Taxes for extensions which €O noT generale enousn Lnceme
0 de sell-suproriing.
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MATN ZXTENSTCNS

o aner

Gameral Provisions aad Deliaiciens (Conziaued)

2. Limitation of Exmansion

3. Whenever zhe outstanding advance contract 5ilances reach <0 percent
of sotal capital (defized, Zor the purpose oI shis =ule,
a3 prvoprietary capizal, or casizal stoclk and surpius, plus
cebt anc adva ces fov comstzuction) the uwsility snall so notily
the Commission withina chircy davs.

Wnenever the osutsianding advance co:::ac' balances plus &
advance on a propased zew extension woull enceed 57 serzcent
9% rotal ¢apizal, as fefined 4= 3ec:£a: &H.2.3, 9lus the advence an

e P'O?Osed oew C’C.Q...r -u’ h-.e b-ah--" -‘0\13:.- .Ao ..'3'1‘:0 h

aroposed new exsension of distribution malins withous authoerization

9% the Commission, Sueh aushorizacion may de granzed 0y a Letter
the Zxecutive Direcszor oI the Commission,

whenever the oufsta d.ng advance contract balances reach the above
level, che utiliszy shall so znotify che Commissicn withina thirs

o~y -

Dadindzdang

a. "bona-Side customer,' for the surposes of this rule, shall be
a customer (excluding any customer fommerly sexvad at the saze
Locasion) wno has given satisiactory evidence Inact service will
be zeasonably »ewrmanent o the p:ope::y wihich nas been improvel
wizh a bullding 2£ a peTmacent nature, and Lo wnich service nas
commenced, The provision of sexvice to 2 Teal estate developer
T dbullder, 2uring the construction of develooment neriod, shall
20t escablish 2im as 2 bona~ZIicde customer.
A ""real estase develsper” or 'builders,” far the pu-poses of =his
rule, shall ineclucde an -ud‘v*dua’ sssociazion of L:div‘dual,,
sarsaersnis, or comporation thas divides a parcel of land ia:s
Two Or mozTe portions, or that ancaces in the consiruczion anc
res3le of {adividual sgructures on 2 continuing besis.
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- -t .
A2DENDIN A

daze 2

wle VMo, 15

MATY IZXTIZNSIONS

Provisioas ané Defimizions

4,

The "adiusted comscruction cog.," foz che pu-poses of this rule,
shall be reasosadle 2ad shall soc exceed the costs recorded in

confommicy with genezally accented waler u:ili./ accounciag
sractices, and as specifically delined inm the Uniform System of

Accounts Zor wWater Uzilizies sreserided Sy the Commizsion faz
facilisies of adequaste ¢apacity for I ’c*v‘ce
If zhe unilicy, at Lzs sption, chould ins:

-l

les wish a larser capacity or 'hsu..-:; {a a ca.c: £v0%~
xzeasion than zequired for b =rice 'equcfccd <

-ae

"adluszed conshrucction coss,” for the ?urao,c of =hic -u.e,

Yy X

saall be detorzized by the apolica s 95 2a adiustment factor

- PR

To aczual conscruction cosc of fagilities installed. :his
Zactor shall de the ratio of estimace of requirzed facilitzies

& - - ot

o esoimaned ¢cosz of actmeual facilicies

-

Cwmershin, Dagiza and Construesion Tacilizies

I

3.

alled aereunder shall bDe the sole property of
¢ insczances in which title Zo ceriaiz porti
sueh as fize hydransz, will be held by a
solitical s d‘vision, sueh facilicizes stzlil 20t be imcluded a3
parz of 'He o excension under thic =ule, and aﬁ” selsher be
owred Sv the usilizy me= sublect uo Talund under ©
Section C.2, th

ne arovisions

o
d o =
15 =ule,

The size, tyve, qualisy materials, and their locasion shall
be 'pecificd by the usilisy: aad che actual conscruection shall
Ye done by che utilisy or by a comstructing azency accepsadle So it

- -

wnere zhe properTy of oo applicant is locacted adjacent o a

sishz~oi-way, exceecing 70 feet in widsh, for o szree:, hizhway,

o7 other »audlic suspose, cegarcless of the width bl cthe traveled
way pavemen:: of a3 Irceway, waterway, or rallroad rignteei~way, Ihe
veilisy may elect 2o imstall 2 main exten 5-31 on the same sice

wisla

thereol as the propersy of the dopiilcans, the estimated 2=
adluszed comssruestion 955z ia such case shall B¢ based upoa such
an extension.
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JuLe Yo.

VATY SYTINSION

noTal Frovisieas and Definitlons {Contiznved)

Waen an exteasion must COﬂp'y with an ordinance, Tegulation,
T specification of a pudlic authority, cthe ns.-ma.cd azd
adjus:ed construction cos-s nZ 'a‘d -.“c*" n shall be based

ot s

upon the Zacilities rsequived o comply ther

ok,

£ the Zollowing orovisions for water consezvation are facluded
in local building codes and/or ordinances the main extension
consrace shall contaian those provizie

- ad du 0&-‘.

(7Y ALL inceriowr alumbiaz in

- X

Sollowing wequiremenss

(a) Tolle=s - ; . PRt}

s nav fleoh
eveents n va.ves
=av be

4

Showeyr secads skall contadn €1

Toserics flow o a mavimem
3 zallons »er minure,

Lieghen and lavazory faveers shall have flow conzrol:
gbich =psnvicr Slow %o a mawizem of anorvovitatelw

i
2 zallons ser miscte,

ALL new matlhs, =edian grwine. landscaned oublic areas
ané Landicaned araas surrounding con dcﬂ'*- NG, SAWRnOuses,

“nLEmL .,

anaztments and inadustswial sarihs shall mave a3 well-dalanced
autoratic iwriration gsvszenm desinned bv a Landscane

va

ATCRLTECE AT atlher competeonl ne=son, and chall be aseraced

-t b -

v electrie time controller s=ationc 50t for early mormine

-2 Lo e e

N

<
LTrizatlon.
e ———————

and Saceiiicacions

Upoa cequest Dy a pocensial appiicant for a main extension,
h.....j stall prepare, wishout charsze, 2 prelli=mimawy skeseh and
s.-“ .cs of zhe cosc of Lnstallaticn to be advanced o

.
=
wia
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YATIN ZXTENSICNS

Deavisians and Defizi=iams Contizued)

- e

Any applicant for a2 main extension requesting the ugilily So
prepare decalled plams, specifications, and cost estizates shall
Se required o deposit with the uctility an az ouqc ecual o Ik
estimated cost of »revaration of such mazerial., The uwillif

skall, upon rTequ esc, =ake available within =5 days alter Teceint
of the deposit referred to above, such plams, specificacions, aad
cost estimazes of zhe proposed malin exstension, I the exteasion
15 to include ove:s;:iﬁg 0f facilicties o be dome at the usilisy’s

ke -
a

exoense, appropriace details shall Se set Zorsh 4a che plans,
-pcci:ica:io",, and cost estimates.

o the evens 3 main ew:ension contract
evecuted within 180 davs afser the util

»lans an .pec~:-ca.-ono, the depou.: b4
advancc, and snall Se zelunded in acco:dan
maln extension comtmacs, 1L such contrace
the deposit o cover the cost of prepariag ; tcasions,
and ¢ost estizmates shall de fo:fe;.cd ov .Hc app;‘can. o: che
maia exZension and the amount of Ih rieized deposit shall be
credited to the accoun: 9T accounts o which the expease of
areparing said maszerial was charged.

waen dectailed p.an,, apecifica:ion,, a=d co i:a:es are
sequessed, cthe applicaat for a main ext vraish

a zap =0 3 suitable secale showlag ohe - Zc. Layouts
and, when Tequesszed by che utility, consou ocher indicazion
of the welative ele's:ioﬂ of zthe vazious » £ zhe aTea o Ve
develomed, I£ changes ave mace sudbsecuent the oresentation
nf this wap Yy tae app.xcaﬁt, aad shese changes regquite
addisional expense in wevising plans, speciiications, and coss
escimates, this addéizional expencze zhall De Sorne by the applicant,
a0 sublecs o reiund, and she addizional expense thus Tecovezad
zhall Se crecdized o Ihe account or accounts o wnich cthe
aédicional cxomense was charTged.
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5. Timian=~ and Adiusoment »f Advances

a. Unless cthe appoiicant for the main extensiosz elecss =0 arrange

b h.h-‘b
the Znstallacion of the extension aimsell, as pemmitted dv
Seczion C.l.c., zhe full amounc of the zezuired odvance or aa
acceptable surety boud must De provided Lo the uzility at the
af cxecuting of the malin extension ajrecment,
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AR :po.-can. for 2 main avteasion o advances funds shall be
srovided with 3 statemeas of actual n:':"c"cn cos: aﬁé adiusted
construction ¢o232 snowiag in

aL. == €5 ingurzed

Y mwy

for maserial, ladow, . indizecs zoszs, Aveze
-

neads, aad total costs
ever aze appresriate,

onzracs os:s, wnich-

Satd scatement chall - sincy davs afses
acsual conmsorection : ..a:io” “ave peen
sscertalined by the utl eat Lhat the gctial

conseyucsion cosss lor & L:z:al.a.-on. shall oot =ave
ceen determined sithin fzer complesion of construction

work, a preliminasy d~'e ination of aesusl and adliusted

CORSITUCTLON COSL S s¢d, based uoon the dess
avodladle Lnfommation st

any diffeseaces Demvreen the sdlusted consorucsion ¢asts and -

- e Ry [ R -ae
amount advanced shzll 2¢ shawm a3z :evisicn of zhe amouns of
acvance and :Eall oe oayadle within Shizty Jays of dase of

s
seomiszsion of stasaneat.




€.0902 AL3/ipz

peidad

APPENDIX A
Page 7

Rule Yoo

YATX THTINSTION

zions (Coanmz
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Any contrTacs

acluszted construesl
holder
-t

days after :the daze
Tae utiiizy stall

conITacs to

snall
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ancerad {nto under Sectians
similar orovisions of
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5 special flaeilizi
Seczion C.l.a.
Zacilizies =0 bde

ocaer saves of

O

l*t‘l;'O
e |

e n

items ot covered by
scervice sesuested and, when such

i1y Dotk the malin exteasioz an

s system, ot least 30 perzent i <k
design canacisy (in gallons, som, oF other appropriate uniczs) s

recuired o supaly the main extenslion, the ¢ost of sucn special
faeiiizies may D¢ facluded in the advance, sudlect o refund, a2

- uba
nereinalter provicded, along with relunds of the advance of the ¢ost
£ =l

£ =he ow=enmsion facilicines descrined La Section C..L.a. above.

-ad

3
O~ n
B}

[P L P
-

(AR LN ]
s B0

[ 3L I |
T

avoviding the advances Secsionz SLL.a.
the apolileant far sh be permitiad, LI
1a the fudgment of h ané inzzall
{sles Wimsell, or arma lo6 puzsuant oo
e blidding procedures {zitia v mized %o the
swection and

o

bro g8 B2 By e

N oS S0 RS

comd ! e - K - - —
waa _'*ﬁ‘-,‘ » AL b - P -td

srovice i ' stacement 9% acsual cooe
zea30mable ¢ TOURT %0 D¢ treated 3

s w LN

e
3G oar v

Y
s

52
soevance sudject to relund shall ae Lesser of (1) the actual cost

Az (2) zhe orice quotad in the utilize's detaliled coss estimate. The
iastalliaczion shall Se in accozdance with the plans and soecilication

—“3
Zutad by the uzilicy sursuant to Secetion AL3.D,
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MAIN EXTENSIONS °

pndivisions, Teaens, lausisc u Tadussrial

ulldines, ar Iuanalng Cen (Cantinuac)

amount advanced under Sections £,1.a3., C.i.b., and C,L.c.

30311 be sublect to Tefund by the utilicy, ia eash, without
interest, o the pariy or narties eatitlied therTets 35 set
forzh in the Zollowing owe pa:ag:apbs. The total amount so
reiunded shall not exceed zhe total of =he amount advaaced and

Zo2 a period not to exceed 28 40 years alzer the date of the
congzzce,

g saall be made not lazer zhan Jume S0 af 5
The calendar veas in wvirich rTeveaups aTe zTeceivad,
not later than A monshs afzer =he contzact asniversa=r daze
L8 on an anniversarr cate dasis,

Wnenever costs of main exzeaslons acé/or special lacilities agve

. e

Jeen advanced auTswant o Seeslfon L£.l.a., C.Ll.5., or £.1,¢., =k

uziliszy shall ammually refund fo the cozirzact holdess aa cmouat
equal to 2% sezcenc of the advances until the priacisal amouncs
£ the contracts have deen fully zepaid,

Waezever cos:s I swecial facilisies zave been advanced pursuant 20
Seczions C.1.5. o C.l.¢., zhe amount so advanced shall e divided
9y the number of lots (or Liviag unlts, whichever {3 greacer) which

ot by

the special facilizies arze des.g:cd %o serve, o odsain an averase

s

advance per Lot (or Liviag uniz) for 'pecial facilisd whcﬁ

wamemlS,

another buillder applices for a main extension <o sezve any lots for
which the special facilizies aze o b uscd, the new applicant
shall, in addition to the costs of nis proposed main extension,
3lzo advance an amount for special faciliszies, Thisz amouacs shall
oe the average sdvasnce per lot for special fagilisies for ez

-l ey A '”:
to be used less 2% pervcent of the average advance for eseh vear in

-ab

whiieh advaﬁcc' nave bHeen due and payab’ﬂ on the orizinal coatrace,
prosated Zo Jume 20 on a monuhly basis.

- -

immeds a.c iy refuaded o the uo;dc- p¢ the oTizizal coasracs, which

R T -y

L{acluded cthe cost o- the special facilities, and che orizizal

.'-D-. 2
con: ¢t advance will De raduced aceszdinsly. The usilisy will
thenceforzh refund °v percent anaually on each of che conizact

- e

azounts, as detemmized above, o the hnlders of the conzracts.
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