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BEFORE THE PUBLIC UTILITIES COMMISSION CF THE

In the Matter of the Petition of the

East Yolo Community Services District

reqiesting the Public Utilities Application’ No. 57906
Commission to £1x Just compensation (Filed March 2, 1978)
for ~the acquisition of the public :
utlility property of Washington Water

& Light Company within sald District

CRDER MODIFYING DECISION NO 90360
AND DENYING REHBARING (
The Washington Water and Light Company (Washinston) has f*led
2 petition for rehearing of Decisfon No. 90360. In that decisioo,f
the Commission determined the amount of Just compensation oo be -
pald to Washington for 1ts utility properties and rights upon
acquisition through the exer cise of the power eof eminent domain
by the East Yolo Community Services District (East Yolo). The{'
Commission has also recelved two amicus briefs and two letters
supporting Washingto; s petition for rehearing, and one letter'* /
opposing rehearing.- The Commission has carefully considered all
of the allegations and arguments rafsed in Washington' s petitfon
and these other documents, and 1s of the opinion that sufficient -
grownds for granting a rehearing have not been shown. However,j

these documents have alerted us to several ambiguities in Decision"‘

No. 90360 which we take the present opportunity to clarify.
We reiterate at the outset that our valuation was based on"

all of the evidence submitted. No one method of. valuation rormed R

the sole basis for our finding on Just compensation., In.the _
context of the facts of this case, . which must necessarily provide

¥/ Briefs were filed by Pacific Gas &‘Electrio Company;and the
- National Assocliation of Water Companies; letters supporting
rehearing were submitted on behalf of the California Water
Associlation and the Water Utility Service Company; the 1etter

opposing rehearing was filed by Stanley G King, a member of
the pudblic.
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the primary framework for determining Just compen sation, tne v

eproduction ¢ost new less deprec ation (RCVLD) method and the‘
valuations Lt produced were not as oersuasive to us as the. valu-
ations based on both the capitalized earnings and market data .
approach es. Washington had ample opportuni N to present its own
Testinmony on these two methods, but c¢hose to rely entirely on
RCNLD. ' : : .

As part of its challenge to the adopted method o* valuation,
Washington strenuvously obJects t¢ what 1t alleges 0 be our refusal
to compensate it for 1ts contridbuted proper »ties. It a_gues in-
essence that because the capitalized earnings method would not - _
consider this category of property, only the RCNLD method properly
compensates a private utility for all of its property- It is t“ue
that we co not allow contributed property efe) be included in rate
vase, and that a valuation derived directly and solely from rate
base would not include a specific category of compensation Lor- con-"f
soidbuted proverty. Eowever, the polnt 1s that itemization ol utility(7
property per se iIs irrelevant; the crucial question is whether the '
chosen methed of valuation has resulted in Just compensation.-1
Moreover, we point out that Zn’ arriving at our valuation figtre,:
the capitalized earmings method was only one source of input.
Zvidence was also presented using market data and RCNLD botn of
which would nave taken contridbuted property 1ato_consideration,

Washington does ralise what we conSide.ﬁto be a legitimate
Doint relatl ing To our statement on page 8 of Decieion No. 90360
to the effect that we consider East Yolo's position on the valua-‘
tion of contributed property to be the correct view on this issue.
East Yolo's position is that contributed property should not be
conpensated for when a private utility s property is acquired
by a public agency, but rather should be treated as being held in
trust for the benefit of the water users.. nas Yolo a*gues thaf,
thils property was required To be contribuxed by developers, thatf;
users have already paild for such proper ty because the developerszj
have passed on thelr costs to the users, and that therefore com—-,‘
pensation at the time of acquisition by a public agency would
result In double payment by the users. -
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This Issve, it iIs true, is currently one of several'iSsues“
being considered in Case No. 9902 an investigation into poesible
modifications of our main extension rules for water'utilities.;
washington has. Anterpreted our statement in Decision No. 90360
as prejudging the outcome of this issue in Case No 9902t While
this™ interpretation 1s incorrect and does. not properly—rerlect tne
Comnission's intent, we realize that our own inartful language is .

t fault. By way of clarificatfion, we wish to stressfthat:in«

inciple we agree with East Yolo's position. Where‘the facts N
show *hat coatributions have been required to'be provided by the
developer and he has recouped his losses from the water users, it
would be inequitable to charge them again, through requiring tne
public agency which is acquiring the water company. to pay compensa-
tion for the contridbuted property. Such compensation also result..,
in a windfall to the water utility. These potential inequities

underlle several recent actions taken by the. Commission in approvingal

deviations from tariffl rules on main extensions.r The Comnission
has approved deviatlions which allow the water utiiity‘to~entersinto
contracts for certain new facilitles to be contributed by‘developersi
rather than requiring thenm to be provided as unrefunded advances in”
ald of comstruction, subject to the express proviso ‘that upon |
acquisition by a2 publlic agency, the water utility would not seek
compensation for the contriduted facilities. (See Resolution No.
v=2522, June 5, 1979; Resolution No. W=2550, July 31, 1979) r"l:xe:‘e-
fore, the Commission's agreement in principle with East Yolo 5
position, while not specifically applied in this case, 1s merely a
slisht variation of policy which has been articulated In the
context of these deviation proceedings. :

We also wish to correct a reference in Decision No.‘90360
to ‘the evidence presented by Washington concerning_publiclagency ‘
buyers. On page 17 we state that Washington offered no eVidenceyof'
sales to public agencies. In the sense that Washington s oaly
expert valuation witness did not consider market data, and there—
fore did not submit evidence of sales to public agencies, our
statement 1s accurate. Washington did Sponsor a rebuttal witness
who briefly discussed one sale to one public agency, the sale of
the San Gabriel Valley Water District to the City of Pico Rivera.i
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However, we do not believe this evidence carries much weight. It
represents one sale in the public sector, presented by a witne

who was not giving expert valuation testimony on.comparable sales.
™is evidence Is insufficient to make a case. that the public sector .
is,-as alleged by Washington, the most significant port on of the '
market. Furthermore, were the Commission. bound by the technical
provisions of the Evidence Code, the specifics of this sale would ,
be precluded fron our consideration. (Evidence Code.Section_822-)
Admittedly the market data evidence we considered was primarily |
from the private sector, and we hereby modify Finding No. 5 to
accurately reflect this; however, even that evidence indirectly
considered the impact of public sales on the private market.

Finally, we stress that with all condemnation proceedings, the
determination of Just compensation, including the determination oi
which methods of valuation should be accorded most weight 1s an
art rather than a sclence. A case-by-case approach is absolutely
essential; factors of Importance to buyers and sellers in one
instance will not necessarilly assume the same importance in other
cases. This should to some extent assuage Washing?on's”oft—repeated
fear that this case will have far reaching and disastrous‘conSe-’
quences for the public utility Industry in this state. We - do not o
expect that every case will present us with the unique facts found
here. By way of example, in this case East Yolo's consultant
estimated that some $10 milllon would have to be spent to co rect
water pressure deficiencies and otherwise improve Washington s
facilities and service. Such an estimate no doudbt would matex ially
affect the price a willing buyer would pay for Washington s systen
and certainly raises serious questions as to the propriety of
relying exclusively ‘upon RCNLD as the formula by which Just com—‘
peansation should be Tixed. : ' .

IT IS ORDERED THAT the above discussion modiries and supplements
Decision No. 90360.
| IT IS FURTEER ORDERED THAT Finding No.' 5 of Decision No.,‘

90360. 1s modiffed to read:
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"Sa. The evidence ind.cates that in the private
market, water companies are often bought and sold at -
rices approximating rate base.‘s
IT IS FURTHEER ORDERED TEAT Washington s request ror oral
argument and petition for extens-on of the deemed denied date are
hereby denled. ‘ -
iT.I8 nUREH:R ORDERED THAE Wash.ngzon S petition for rehearing
of Decision No. 90360 as modified herein is nereby denied. '
f The date of this order Is the date hereof. o
) Dated AUG 281979 ., at San '?*ancisco, Cal:.fornia.

Comissioner CIairc T. Dedr&ck Tbeing
nocessarily adsens. did BOL: par‘ticipate
. in tho disposition o* this proceodine; ;;



