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B~FORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

PHILI~ KARP, ) 
) 

Complainant, ) 
) 

vs. ) 
) 

CALIFORNIA. WATER SERVICE ) 
COM?ANY, ) 

) 
Defendant. ) 

--------------------, 

Basis of Complaint 

Case 8:2-04-01-
(Filed" April, 2', , 982') 

OF-INION 
------~ 

Philip Karp (complainant) alleges that Cal1fo~n1a Water 
S-erv1ce Company (de'fendant) has interpreted d'efendant t s ma1n~ 

extension agreement with complainant to defendant's advantage and has 

refused to refund proper' sums of money due to comp·la1nant. 

The complain.t and answer show that complainant !s the 
successor to the interest of LeSand' P"ropert1es, Inc.. (LeSand) in an 
agreement entered into between defendant and LeSand on July 26, 
1961. The agreement was mad'e in accordance with.. defendant's Rule 15, 
Main Extensions, in effect at that time.. The pertinent port1ons. of 
the agreement are set 'forth.. in Appendix A. The portions of 
defendant"s Rule 15 refer~ed to in the agreement are set forth in 
Appendix B·. 

The agreement provided for the 1n:s.tallation by d'efendant of 
water facilities to serve a subdivision that LeSand was d'eveloping in 
defendant's South San Francisco District.. LeSand: advanced the 

estimated cost of the facilities, $4,605, and subsequently deposited 
another $61.. When the fac11i ties had been installed and "the" actual 
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cost ascertained, $1,081.98 was returned to LeSand, leaving a balance 
of $3,584.02 to be refunded accor-ding to the p,t'ovisions ot: the 
agr-ee:nent and Rule 15. Defendant made refunds· yearly fo·r- a period of 
20 years, the ter-m pr-ovided in the contract. At the end of the 20-
year per"'1od, an unrefunded balance remained. In dispute in this 
proceeding is whether the balance of the contr-act, which comp·lainant 
alleges amounts to $1,936.35 and whiCh defendant claims is $'p838.3~, 
is refundable to complainant. Defendant says the $1,83$.35 ,has been 
trac.sferr"'ed to Contribut.ions in Aid of Construction pursuant to' RU'le 
15 and the 1961 agreement. 

The part of the agreement specifying refund pr-ocedures is 
quoted. as follows: 

ft7. Refund. Provided that the Applicant is 
not in default hereunder, the Utility 
agrees to refund to the Applicant or other­
party or parties entitled thereto 22% ot: 
th~ estimated annual gross revenue derived 
by tbe Utility from all bona fide 
customers, as defined in Rule 15-A-1, 
exclusive of any customer formerly served 
at tbe same location, connected directly 
to the Facilities installed hereunder, 
during the t.wenty years following the ,date 
of com,let1on of the installation of the 
Pipeline F~cilities hereunder; provided 
however, that the total amount refunded 
shall not exceed the amount depOSited by 
the Applicant hereunder, without 
interest. Refunds will be mace annually 
within forty-~ive days of the anniversary 
of the date of completion of'the 
in3tallat10n of the ?ipeline- Facilities. 
The estimated gross revenue upon which the 
annual refunds shall be based shall 
consist of the sum of: 

"(1) the actual revenue derived 
dUr"'ing the yearly period from 
service other than residential 
and business service (including 
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fire hydrant revenue only if 
the cost of hydrants or 
services for hydrants is 
included in the amount 
deposited by Applicant 
hereunder), and 

"(2) the estimated residential and 
'bus.iness revenue calculated 
upon the basis of the number of 
bona fide customers actually 
receiving service, and, as 
provided in Rule 15-A-8, upon 
th~ basis of the Utility 
company average revenue per 
residential and business 
customer for the prior calend.ar 
year, such average to be 
effective on April 1st and used 
until the following April 1st. 
In the cas~ of a residential or 
business customer receiving 
service for less than a full 
year, appropriate proration 
shall be made of the average 
annual revenue .. " 

Subparagraph (2) quoted above sets forth the refund provisions of 
Section A-8 of defendant's Rule 15 - Water Main Extensions in effect 
at the time the contract was executed. Under the terms of the 
agreement pursuant to former Rule 15, it is conceivable that an 
applicant may not be fully reimbursed when the 20-year period 
expires. Uor-eimbursed. amounts are plac·ed in the account for 
Contr-ibutioos in Aid of Constr-uction. In th~s case, complainant was 
not fully reimbursed for his costs. 

The gist of the complaint, while not expressly stated, 
seems to be that refunds should be based 00 22% of the· revenue 
actually d.erived from the installed facilities· rather than 22%· of the 
pr-ior year's utility company average revenue ·per residential and. 
bu~iness customer. Complainant contends that: 

"Said Agreement (Exh. 1) provides for refunds 
of amounts advanced by returning 'the sum of 
22% of the revenue d.erived. from all 
customers ••• connected directly to the 
facility installed~ (?ar. 7, Fg. 4 rRefund' 
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of Agreemen1 and Par. C (b) of Exh. B to 
Agreement). 

"It is the intent of the Agreement, as well as 
custom and practice in the trade, that 
developer will advance the cost of 
installation of water line and will be 
reimbursed over a period of 20 years by 
receiving 22% of the revenue derived from the 
line installed. 

"Defendant has interpreted the tAgreement' to 
its advantage despite the specifiC' terms to 
the contrary and has refused to refund the 
proper amounts of money to Complainant, with 
the result that Defendant 1s unjustly 
enriched by the amol,lnt of money pro·per'ly due 
this Complainant. 

"As to the contlict io REFUND TERM$.: 

"Par. 1 (2') does speak 01" 'average' met.hod of 
refund .. 

"But this is in conflict with Par. 7 of the 
Agreement and wit.h Par. C, 2 (b) of Exh. B to 
the agreement -- both of which specifically 
specify the 22J method of refund. 

"It is a well settled ?rinciple of law that 
where a conflict in terms in a contract 
exists, such conflict will be resolved 
against the party who created the conflict. 

"In this case,. the cont.r-act was drawn up by 
California Wat.er. !he~efore, it is clea~ 
that the contract. inte~pretation shol,lld ~e 
determined against California Water. 

~At the hearing to be held, this Complainant 
will present evidence of other similar 
Agreements with other companies whe~e1n the 

. 22% method of refunding was used. 
"It is equally clear that if D~rendant is 

per-::litted to use its superior- bargaining 
position to refu.se to pay others similarly 
situated Defendant will be unjustly enriched 
'by many thousands of dollars that does not 
?rop·erly belong to t.hem • 

• ' Exhibit B is defendant's Rule 15 as filed at the time o·r the 
agreement. 
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"F1nally, at the format1oa stage of the 
Agreement, Defendant exercises its superior 
oar-gaining position to impose a contract. of 
adhesion on anyone d.oing bus-iness with said' 
Defend.ant. A developer cannot go elsewhere 
for water., he is compelled to, do business 
with California Wa~er and must sign 
Defendantis cont~act and cannot vary the 
tel."'tIl5· of the agreement, for they will not 
permit any changes. 
"Clearly~ Defendant should be required to make 
the proper rerunds.~ 
The complaint concludes with a request for "an order 

requiring Defendant to pay eo C~mplainant the sum of $1.936.05 plus 
interest from time proper refund should have becn made and suC'h other 
relief as you may find proper and just under the circumstances." 

In its anS'Ner defendant claims t.hat the agreement was made 
in full accord.ance with defendant's main extension rule in effect at 
that t.ime and states that there is no t-asis for- the granting of the 
relief asked by compla:!.nant. Defenda.nt a.sks that. the Commission 
issue its order in this proceeding without a hear-ing~ based on the 
contents of the complaint and answer. 
Discussioa 

A careful reading of the agreement discloses that it was 
made accor-ding to the OnitoC"tn Main Extension Rule pr-cscrioe·d by the 
Commission for- all water utilities by Decision (D.) 50580 dated 
September 28, '954 :!.n Case (C.) 5501. This uniform ruli, ordered 
after extensive study and eight days of' hearing', pr-ovided that,: for 
sub<1i visions, the utility would f'efund "22%, of the estimated annu'al 
t'evenue from each bona fide custome r" (Sect.ion C. 2. b.) and d.c fined· 
"estimated. annual revenue" as follows: 

~For the purposes of this rule, the estimated 
annual revenue for residential and Dllsines.s 
service will be the Utility aver-age annual 
revenue per residential and business 
customer- for the prior calendar year t such 
average to be effective on April 1st and 
used until the following April 1st. For 
other classes of'zervice the Utility will 
estimate the annual revenue to be derived in 
each case." (Sect1onA.S.) 
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Acting according to the Commis3ion'~ order, all water 
utilities filed the uniform rule~ designated Rule 15. as part of 
their filed tariffs. Having filed it, the water utilities were 
obligated to apply it, or secure Commission authorization to deviate 
from it (Public Utilities (PU) Code Section 532). 

The complaint states that although the !taver-age" method: is 
mentioned in Subparagraph (2) of Paragraph 7 of the agreement, 'this 
terminology conflicts with Paragraph 7 and Section C.2' .. b. of Rule 
is. Such is clearly not the case. Both of the latter use the phrase 
"estimated annual revenue" as specifically defined in Section A .. 8. of 
the uniform rule.. There is thus no, conflict of terms in the c'ontrac·t 
to be resolved. Complainant has either not correctly understo·od the 
agreement or misread it. Defendant is not unjustly enrich.ed. because 
Contributions in Aid of Cons·truction are deducted from the, utili ty"s 
investment to determine a rate bas·e for setting rates. 

On January 21, 1969, by D~75205in C.550'~ Rule 15 was 
revised to provide that refunds be cased on actual revenues, received 
from the facilities for which the advance w~s made. Contr-act~ made 
aftel:" this date are required. by the new rule' to· base refunds cn 2'~ 
of actual revenues, and no useful purpose would be served. by a 

hearing for the purpose of advising the Commissio~of the provisions 
of contracts made according to the Commission t S owo rule as effect·i ve 

after that date. 
The Commission has in the past co'nsidered a very s·imilar 

case (Feld.scher v Calif. Water _Serv~ Co. ~ 0.58780 dated July 21 ~ 

'959 in C.6207). The com?lainants in that case contended that the 
then existing Rule 15 was illegal and in derogation of their state 

, . 

and federal constitutional rights and that refunds should be based on 
revenue derived only from those customers directly connected to the 
facilities for which cost was advanced by complainants .. ' The 
Commission ruled, however, that the utility average revc'o,ue, as 
defined in Rule 15, was the proper base fo'r refunds.. there is no 
showing in this complaint that would lead the C.ommiss·ion to reverse 
that deCision. 
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Since no further refunds al:"e due, the C.ommission need not 
reach the amount unrefunded at the termination.of the 20-year refund: 
period. 

Inas::l!J.ch as defendant hZlS not deviated from the terms of 
the agreement or violated any rule, law t 01:" order of the Commissio·n,. 
and there being no factual dispute,. a public hearing is not 
necessary. The complaint should be dismissed. 
Findings of Fact 

1. Complainant is the succes~or to the interest of LeSand in a 
main extension agreement between LeSand and de·fendant .. 

2.. At the expiration of the 20-year- period, an amount of the 
original main extension ad vane'c t""ecnained unr-efunded .. 

3. The :nain extension agr-eement was made- according to Rule 15 
of defendantts filed tariffs as on file at that time. 

~.. Refunds. were p.ropcrly made according to the ag.reement and. 
the then effective Rule 15. 

~. No further moneys are d.ue complainant. 
Conclusions of Law 

1. The complaint should be cUsmissed. 
2. A ~ublie hearing is not required. 
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• 
!T IS ORDERED t.hat C.S2-04-0-' is dismissed. 
This order oecomes effect.ive 30 d.ays trom t.od.ay. 

Dated - iUN 151982. -, at San Francisco, Calitornia • 

• 
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APPENDIX A 
Page 1 

Pertinent Portions of Agreement Referred to 
In Complaint in C.82-04-01 

"2. A2.plioa'ole Rule. This agreement is. made 
pur~uant to Seotions A, C-1 and C-2B of the 
Utility's Rule No. 15 as on file with the Publio 
Utilities Commission of the State of California, 
a copy of which is attached hereto marked 
'Exhibit B' and by this reference mad.ea. part 
hereof." 

* * * 
"7. Refund. Provided that the applicant is not 

in default hereunder, the Utility ag.rees to 
refund to the Applioant or other party or parties 
ent:'t.led. thereto 22% of the estimated annual 
gross revenue derived by the Utility from all 
bona fide cu::tomers, as defined in Rule 15-A-1, 
exclusive of any customer formerly served at the 
sa~e location, connected directly to the 
Facilities installed hereunder, during the twenty 
years following the date of completion of the 
installation of the Pipeline Facilities 
hereunder; provided however, that the total 
amount refunded shall not exceed th~ amount 
deposited by the Applicant hereunder, without 
interest. Refunds will b·e made annually wi thin 
forty-five days of the anniversary of the date of 
completion of the installation of the Pipeline 
Facilities. The estimated gro~s revenue upon 
which the annual refunds shall be based shall 
consist of the sum of: 

"(1) the actual revenue derived d~ring 
the yearly period from service 
other than residential and 
business service (including fire 
hyd.rant revenue only if the cost 
of hydrants or services for 
hydrants is included in the amount 
deposited by Applicant hereunder), 
and 
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APPENDIX A 
Page 2 

~(2) the estimated ~esid.ential and 
business ~evenue calcula~ed upon 
the oasis of the numeer- of bona 
fide customer-s actually receiving 
service, and, as provided in Rule 
15-A-8. upon the basis of the 
Utili~y co~pany average revenue 
per residential and eusiness 
custome~ for the prior calendar 
year, such average to be 
effective on April 1st and. used 
until the following April 1st. In 
the case of a residential or 
business customer receiving 
service for less than a full year, 
appr-oprlate proration shall be 
made 0,( the average annual 
revenue.~ 

(END OF APPENDIX A) 
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APPSNDIX B 
Page , 

Po~tions or Detendent's Rule 15 Rere~rect to in 
Parag~aph 2 o~ Agreement 

~A. General Prov1s1ons~ 
.. * .. 

"6. Revenue from fire hydrant service will be.included 
in the computation of refunds unde~ the percentage 
of revenue methOd in tho$e cases where· the cost of 
f1~e hyd~ants or services for fire hydr-ants is 
included in the amount of the advance. '" 

* * * 
~8. Fo~ the purposes of this ~ule, the estimated 

annual revenue for r-esidential and business 
service will be the Utility aver~ge annual rev6nue 
per res1den~ial ~nd business customer- tor the 
prior calendar year-, such average to be effective 
on April 1st and used until the following April 
1st. For other classes of service the Utility 
will estimate the a.nnual revenue to be derived in 
each case." 

* * * 
ne. Extensions to Serve Subdivisions, Tracts, Housing P·rojects, 

Industrial Developments or Organized Service Districts 
If'. An applicant for a main extension to serve a new­

subdivision, tract, housing project, industrial 
development or organized service district shall be 
reQuired to advance to the Utility before 
construction is commenced th~ estimated reasonable 
cost of installation of the mains, from the 
nearest existing main at least equal in size to 
the main required· to serve such d.evelo-pment ~ 
including necessary service stubs or service 
pipelines, fittings, gates and housings therefor, 
and including fire hydrants when requested by the 
applicant or required by public authority, 
exclusive of meters. If additional facilities are 
required specifica.lly to provide pres·sure or 
storage exclusively for the service requested, the 
cost of such facilities may be inc·luded in the 
ad.vance upon approval by the Commission. 
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APPENDIX B, 
Page 2 

"2. The money so. advanced will be subject to. refund by 
the Utility witho.ut interest to. the party or 
parties entitled thereto.. The total amount so. 
refunded shall not exceed the amount advanced.' 
Refunds may "Oe made under either- o.,f the fello.wing 
methods at the optio.n ef the Utility:" 

* * * 
"b. Per-centaie of Revenu~ Method 

The Utility will refund 22%, of the 
estimated annual revenue from each 
beoa fide cu~to.merr exclusive of any 
customer formerly served at the same 
lo.cation r conected directly to the, 
extensio.n fer which the c'ost was, 
advanced. The refunds will t at the 
election of the UtilitYr be made in 
annual, semiannual o.r quarterly 
payments and. for a period of 20 
years." 

(END OF APPeNDIX B) 
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co~t asce~ta1ned, $',08'.98 was returned to LeSand', leaving a balance 
or- $3,584.02" to be refunded according to the provisions o,f the 
ag~eement and Rule 15. Defendant made refunds· yearly' for a per1od: of 
20~years., the term· provided in the contract. At the end' of the· 20-
year period, an unrefunded balance remained'. In dispute in this 
proceeding is whether the balance of the contract, wh.ich. comp.lainant 
alleges amounts to' $1,936.35- and which defendant claims is *1,8:38, .. 35, 
is refundable to complainant.. Detendan.t says. the $:1,8;38:. 35 ha~ been 
tran~ferre<1 to Contributi.ons in Aid' of Construction pursuan.t to, Rule 
15, and the 1961 agreement. 

The part of" the agreement specifying refund procedures is, 
quoted' as follow~: 

"7. Ret"und .. · Provided t;~t the A.pplicant is 
not In default her under, the Utility , 
agrees to refund to the Applicant or other 
party or parties en 1 tled thereto· 22% of 
the estimated annual\ gros.s revenue derived 
by the Ut1li.ty from all bona fide 
customers, as define~ in Rule 1 5-A- 1, 
exclusive of any customer f'ormerly served 
at the same location, \connected directly 
to the Facilities 1nstallea.hereunder, 
during the twenty year~ following the date 
of completion of the installation of the 
Pipeline Facilities her~nder; provided 
however, that the total ~mount refunded 
shall not exceed the amount d'eposi ted by 
the Applicant hereunder, thout 
interest. Refunds will be made annually 
within forty-five days of e anniversary 
of the date of completion 0 the 
installation of the l>1pelin Facilities. 
The estimated gross revenue pon which the 
annual refunds shall be based

1
h. all 

coosistr of the sum of: 
"(1) the actual revenue derive 

during the yearly period' trom 
service other than residential 
and business service (inclUding 

\ 
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fire hydrant revenue only if 
the co~t of hyd~ant$ or 
services fo~ hydrant~ is 

, includ-ed in the amount 
deposited by ,Applicant 
hereunder), and 

"(2) the estimated residential and 
business revenue caloulated 
upon the bas1s. of the number of 
bona tide cu~tomer$ aotually 
receiving service, and, as 
provided in Rule 15-A-8', upon 
the basis o~ the Utility 
company average revenue per 
residential and business 
customer tor the prior calendar 
year,. such average to be 
etfecttve on April 1st and used 
until the following April 1st. 
In the case of a residential or 
business customer receiving 
service for less than a full 
year, appropriate proration 
shall be made ot the average 
annual revenue." 

I" 
Subparagraph (2) Quoted above sets fo tho the refund provisions of 
Seotion A-8 of defendant's Rule 15 - ater Main Extensions 10.. effect 
at the time the oontract was executed. Under the terms of the 
agreement pursuant to fo,rmer Rule 15, ~t is conceivable- that an 
applicant may not be fully reimbursed w\en the 20-year period' 
expires. Unreimbursed amounts are placed in the aocount f'or-, -' 

Contributions.in Aid'of Construction. I this case, comp1ainant was 
not fully reimbursed for his costs. 

The gist of the complaint, while no't expressly- stated, 
seems to be that refunds should be basea 0 ' 22% of the revenue 
actually derived from the installed faoili es rather- than 22% of the 
prior· year's utility company average revenu per resid'ential and 
business customer. Complainant contends th 

"Said Agreement (Exh. 1) p,t'ov1des. for refund's 
of amount~ advanced by returning '~he sum of 
22J of the revenue derived from al~ 
customers ••• connected- direct-ly to the 
fac111ty installed' (Par. 7, Pg. 4 \efUn<l' 
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of AgreemenT and Par. C (b) of Exh. B to 
Agreement) .. 

"It is the intent of the Agreement t as well as 
custom and practice in the trade, that 
developer will advance the cost of 
installation of water line and will be 
reimbursed over a period- of 20 years. by 
receiving 22$ of the revenue derived> from the 
line installed. 

"Defendant has interpreted' the t Agreemen-t' to . 
its advantage despite the specific terms to­
the contrary and- has refused' to refund the 
proper amounts of money to Complainant, with 
the result t.hat. Defendant is unjustly 
enriched by the amount of money properly due 
this Complainant. 

"As to the cont"lic:t in REFUND TERMS: 
"Par. 7 (2) does speak of 'average' method of 

refund'. 

"But this- is in conflict with Par. 1 of the 
Agreement and with Par. C, 2' (D) of Em. 1). to 
the agreement -- b<?th ,of which specifically 
specify the 22% method of refund. 

\ 
"It is a well settled principle of law that 
where a conflict in\ terms in, a contract 
eXists-, such eonf'11ct will be resolved 
against the party who created the conflict. 

"In this case, the co\ntrac:t was drawn up by­
California Water. Therefore, it is, clear 
that the contract int,erpretat1on snouldbe 
determined against Ca~irornia Water. 

\ 
"At the hearing to be ~eld, tltis Complainant 
will present evidence of other sim'11ar 
Agreements with othe~ ~ompanies w,herein the 
22% method of refUndlng\was used. 

"It is equally clear thai if Defend-ant is 
permitted to use its SUPriOr bargaining 
position to refu~e to pa others similarly 
situated Defendant will unjustly enriched 
by many thousands of dollars that d'oes not 
properly belong to the~. \ 

\ 
1 I, 

Exhibit B is defendant's Rule 1S as filed at the time of the 
agreement. 
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"Finally, at the tormation stage of tbe 
Agreement, Defendant exercises its superior 
bargaining position to' impose a contr-act of 
adhesion on anyone deing business with said 
Defendant. A develeper cannot go. elsewhere 
for water, he is cempelled to. do bUsiness 
with Califernia Water and must sign 
Defendant's centract and cannet var-y the 
terms of the agreement, for- they v111 not 
permit any changes. 

"Clearly, Defendant sheuld be required to make 
the preper refunds .. " 
The cemplaint concludes with a request for' "an order 

requiring Defendant to. pay' to Complainant the sum, of' $,1,935.05. plus, 
interest from time proper refund sheuld have been made and such o,tner 
relief as you may find proper and just under- the circumstances." 

In its answer def'endant claims that the agreement was made 
in full accordance with def'endant's main extension rule in ef'fect, ,at 

.... that time and :s.tates that ther~ is no. baSis for the grant1'ng ef' the 
I, 

relief asked by cemplainant.. ~efendant asks that the Cemmission . 
issue its erd'er in this- preceeding without a hearing, based on the , 
contents ef' the cemplaint and' a'inswer. 

\ Discussion I 
\, 

A careful reading of' the agreement discloses that it was 
made according, to, the Uniform Ma~n Extension Rule p,rescribed by the 

\ 
Cemmission for all water utilities by Decis·ien CD.) 500508'0 d'ated 

\ 
~ptember 28, 195-4 in Case (C.) ~o 1 • This. uniform rule, o.rd'ered' 
after extensive study and eight days ef' hearing, pr-ovided that,. tor 

I 
subdiv1siens., the utility would refund:' "22J 0.1' the estimated' annual 
revenue !"rom each bona fide cus.tom~r"' (Sectien C.2'.b.) and'd'efined 

\ " 

"estimated annual revenue" as fellews: 
"For the purposes of this, \rule, the estimated' 
annual revenue ter res1d'e~tial and business 
service will be the Utility average annual 
revenue per residential and' business 
customer for the pr-ier calendar year, such 
average to. be e~teetive on April 1st and 
used until the following ~pril 1$t~ Fer 
o.tber classes ef' s.ervice ~he Utility will 
estimate the annual revenule to be derived in 
each case. ft· (Sect.ion A..8:.p 

I 
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Acting according. to the Comm1~~ion'~ order, all water 
ut11itie~ filed the uniform rule, designated Rule 15, as part of' 
their :riled taritf~.. Having filed' it, the' water utilities- were 
obligated to apply it, or secure Commission authorization to deviate 
from it (Public Utilities CPU) Code Section 532). 

The complaint states that although the "average" method is 
mentioned in Subparagraph (2) of Paragraph 7 o,f th.e agreement, this· 
terminology confl:1cts· with Paragraph 7 an'd Section C •. 2· •. b·. of Rule 
15. Such is. clearly not the case. Both of the latter use the phrase 
"estimated annual revenue" as specifically d'efined in Section A.8'.· of 

the uniform rule. There is thus no conflict of terms~ in the' contract 
to be resolved.. Complainant has eitber not correctly understood~ the 
agreement or mi~read it.. pefendant is not unjustly en.riched because 
Contributions in Aid of Cobstruction are deducted: from the utility'S 

I -
investment to determine a rate base for setting rates. 

I 
On January 21 J 1969, by D.75205 in C.S5,O', Rule- 15- was 

revised to provide that re~unds be based on actual revenues received' 
from the racili ties for Wh1fh the ad vance was made.. Contracts made' 
after this. date are required by the new rule to- base re'fund's on 2'2$ 

of actual revenues., and no ~eful purpose would be served', by a 
hearing for the purpose of ahvising: the Commission of the pron~ions 
o"r eontract~ macl"e according ~o tne Commission's own rule as effeetive 

after- that date. \ . 
The Commission has ir the pas·t consid'ered a very similar' 

ease (Feldseher v Calif'. Water.Serv. Co., D .. 58780 dated July 21, 
'95-9 in C.6207). The complaina~ts in that case c·ontended that- t-he 
then exist-ing Rule 15 was illegal and' in. derogation of their- state 
and' federal constitutional righ~s and that refunds should be based 'on 

\ 
revenue derived only from those customersd'1rectly eonnected to' the , . 

facilities for which cost was adv.anced by complainants. The 
l 

Commission ruled, however, that ,e utility average revenue, as 
defined in Rule 15, was the proper base for refunds-. There is no 

I . . 
showing in this eomplaint that would lead the Commission to, reverse 
that decision. \ _ 

j( 
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Since no further refunds are due, the Commission need not 
reach the amount unrefunded at the termination ofthe·20-year refund 
pe"10d. 

Inasmuch as defendant has not deviated· from the terms of 
the agreement or violated any rule,. law,. or order of the Commission, 
and there being no factual dispute" a public- hearing is no.t· 
necessary. 'rhe complaint shoul.d be dismissed .. 
Findings of Fact f ' 

1.. Complainant is the 3uccessor to the1nterest of L.eSand in a 
main ext.ension agreement betwe~n LeSand and' defendant. , 

2. At t.he exp1ra tioD. of\ the 20-year period·,. an amount of the 
original main extension advanc~ remained unrefund'ed .• 

3. 'rhe main extension agreement. was made aeeording to Rule 15-
\ 

of defendant's· filed tariffs as~on file at that time .. 
~. Refunds were properly made acc-ording to the agreement and 

the then effective Rule 15 .. 
5. No .further moneys are due complainan.t. 

\ . 
Conclusions of Law \ 

1. The complaint should be\d1,sm.1SSed. 
2. A public hearing is not reqUired. 

, 
\ 

~ 

- 7 -
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I o R D E R - ..... -- -
IT IS ORDERED that C.Sk-04-0' is d'1smissed. 

\ 
This order becomes effective, 30 d'ays. from, today. 

Dated jUt'! 151982 \ ,at San FraDcisco, California. 

- 8' -

JOHN E. BRYSON 
,Pr~ident , 

ruet-:rAF.'O D~ eRA. V'ELLE 
LEONAt\l)- r-.t ClUMIia )It, 
VIcrOR CALVO" 
PRISCrr..LA C' GREW 

Commissioners. 
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"'2. 

APPENDIX A. 
Page 1 

Pertinent Portion~ or Agreement Referred to 
In Complaint in'C.82-04-01 

Applicable Rule. This. agreement is mad'e 
pur~uant to Sections A, C-1 and C-2Bof the 
Utility's Rule No. 1~ as on file with the Public 
Utilities Commission of the State or California, 
a copy of which is attached hereto marke,d 
'Exhibit B' and by this reference made a part 
hereof." 

• • • 
"7. Refund. Provided, that the applicant is not 

in default hereunder, the Utility agrees to 
refund to the Applicant or other party or parties 
entitled thereto 22J of the es,timated annual 
gross revenue derived by the Utility from all 
bona fide customers, as defined in Rule 15-A-1, 
exclusive of any cu~omer formerly served at the 
same location, conn cted directly to. the 
Facilit1es installed hereunder, during: the twenty 
years following the ate of' completion of the 
installation of the ~1peline Facilities , 
hereunder; provided li,owever, that the total 
amount refund'ed shall\ not exceed' the amount 
depos1ted by the Appl:1cant hereunder, Without 
interest.. Refunds wi1U be mad:e annually within 
forty-fi ve days of the~nni versary of the d'a te of 
completion of the ins llat10n of the Pipeline 
Fac1lit1es. The est1ma ed' gross revenue up'on 
which the annual refund~ shall be based shall 
consist of the sum of: \ 

"(') the actual revenue ~er1ved during. 
the yearly period from service 
other than resid'enti~ and' 
business service (including fire 
hydrant revenue only ~f the cost. 
of hydrants or services for 
hydrants is included in the amount 
deposited by Applicant bereunder), 
and \ 

~ 
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"(2) the estimated residential and 
business revenue calculated upon 
the ba3is of the number of bona 
fide customers actually receiving 
service, and, a~ provided in Rule 
1 5-A-8, upon the bas1s, of the 
Utility company average revenue 
per residential and bus.iness 
customer for tb~ prior calendar 
year, such ave\rage to be 
effective on April 13t and used 
until the following April 1st. In 
the case of a r~sidential or 
business customeJ\ receiving 
service for less\than a full year,' 
appropriate proration shall be 
made of the avera'e annual 
revenue .. " 

(END OF 

, .. ' 
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'!Portions of Defendent t s Rule 1 S. R'eferred to in 
Paragraph 2 of Agreement 

"A. General PrOvisions" 

nc. 

• • • 
"6. Revenue from fire hydrant service will be included 

in tbe computation of refunds unde'r the percentage 
of revenue method in those cases where the cost of 
tire hydrants or services- for fire hyd'rants is 
included in the amount or the advance." 

• • • 
"8. For the purposes of' this rule, the' estimated 

annual revenue for residential and, business 
service will be the Utility average annual revenue 
per residential and business customer for the 
prior calendar year, such average to be effective 
on April 1st and (tlsed until the following A.pril 
1 s.t_ For other c'J.asses of service the Uti11 ty 
w1ll est.1mate the~nnual revenue to be d'erived' in 
each case .. " · .. ' 

Extensions to Serve Sub insions, Tracts" Housing ,Projects, 
Industrial Developments\or Organized Service Districts 

"1. An applicant for a main extens10n to serve a new 
.subdivision, tract, ~using project., industrial 
development or organized s,erVice d'istrict shall be 
re(tuired to advance to\ tile Utility before 
construction is commen~ed' the estimated reasonable 
cost of installation ot\the mains, from the 
nearest existing main a't\ least eQ.ual in s·1ze to 
the main reQ.uired to serve such development, 
including necessary serrt'ce stubs, or service 
pipelines, fittings, gates and housings therefor, 
and including fire hydrant's. when reQ.uested by the 
applicant or reQ.u1red by public authority, 
exclusive of' meters. If ad4itional facilities are 
required specif'1cally to provide p'ress.ure or­
storage exclusively tor the\serv1ee request-ed, the 
cost of' such facilities may be' included' in the 
advance upon approval by the \C,pmmiSS1on. 

V 
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P'age 2' 

"2. Tbe money 50 advanced will be 5ubject to refund by 
the Utility without interest to the party or 
parties entitled thereto.. The total amount so 
refund.ed shall not exceed the amount advanced. 
Refunds may be made under either of tbe following 
methods at the oPt1~~r the Utility!" , .,. 

"b. Percentage of Revenue Method ~, 

The Utility will~efund 22% of the 
e5timated annual revenue from each 
bona t'ide custome , exclusive' of any 
customer formerly \ served at the 5ame 
location, conecte~ directly to the 
extension t'or which the cost was 
advanced. The refunds will, at the 
election of the Ut~ity, be made in 
annual, semiannual or ~uarterly 
payments and for a period of 20 
year$." 


