
" 

... -

". 

ap • • EX-6 

Decision No .• 90767 AUS 2'~"1m . 'tro I " " " 

lW~~,»!~!~J" . 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STA'J.,::.:l16~"''Aiil'J1'OBNIA 
In the Matter of the Petition or the 
East Yolo Community SerVices District 
req1lesting the Pub lie Utilities 
Comm!ssion to fix just compensation 
for --the acqUisition of' the public 
util1ty property of Washington Water 
& Light Comp~~y within said District 

) 
) 
) 
) 
) 
) 
) 

--------------------------------) 

-
Applicat10n"No~ 57906 
(Filed Marcn ~, 1978) 

ORDER MODIFYING DECISION NO .. 903'60' 
A1~ DENYING REHEARING 

The Washington Water and Light Company, (Wash1ngton) has filed 
a petition tor rehearing of Decision No. 90360·. In thataec1sion, 

the Co:n..~ssion dete~ned the amount of just compensation to: 'be' 
paid to Wash1..."'lgton for its utility properties and'rights: upon 

aC<luisit10n through the exercise of the power ot eminent domain 
by the East Yolo Community Service'S District (East Yolo). 'The: 
COmmission has also received.'two a:n1cus, brief's and. two letters 
supporting Wash1ngton's,petition for rehearing, and,one letter' 
OPPOSing rehearing.~1 The Comm1ssion has carefully con,sid.ered all 
of the allegations and arguments raised in Wash1ngton's pet.:tt10n 
a.:ld these other doc-wnents, and is of the opinion that sufficient 
grou."lds for grant1ng a rehearing have not 'been shown;. However,. , 

these documents have alerted us to several ambiguities inDecision 
No. 90350 which we take the, present opportunity to c-1arify~ 

We reiterate at the outset that our valuat10nwas 'cased'on 

all of the eVidence submitted. No one methodo'! val;lation'r6rmed 
the sole basiS for our finding on just compensation. In the 
context of the tactsot' this case~whieh mustnecesSari1yprO'vi:de 

Briefs were tiled by Pacifie Gas' & Electric CompanY" and. the 
National Association of. Water Companies; letters support,ing 
rehearing' 'Were su'bm1ttedon 'behalf of the Cal1t'orn1aWater· 
Association and the Water Utility Service Company; ,the letter­
oppos1."'lg rehearing was filed 'by Stanley G. K:tng, a member ot: 
the public. ., 
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~he pr1::lary t:-amework tor determining just compensat1on". the 
~production cost new less depreciation (RCNLD) method and the 
valuations it produced were not as persuasive to us as the valu­
at!ons . based on both. the capitalized earnings. and market data ' 

approaches. Washington had ample opport.~1tY.to pres.ent 1t:s ,~wn 
~est1.:nony" on these two methods, but cho·se to' rely entirely" on . " 

RCNLD. 
As part. of its challenge to the adopted inethod'o!valua.t10n~ 

Washj"ngton st:::-enuously objects to what it al.leges to b·e our refusal 
1, t":;' , 

to cO:Ilpe!lSate !t for its contri~,uted properties.· It a:gues. in '. 
essence that oecause the capitalized earnings method wo·uld not' 
consider tl:Us category o'! property, only the RCNtD method properly 
compe:lsao:es a prlvate utillty for all of its. property.. It is: true 

that we do not allow contributed property to be includec.' in' rate 
base, a."'ld that a valuation derived d.irectly and soleiy rrotlrat:e' 
base would not l..'"lclude a specificcat.egory of compens,at1o~ ,tor.con­
t::-1bu.ted prope~y.. However, the pOint is that i.teIllizat:tonot: ut1'lity' 

, .. 
property per se is irrelevant; the crucial ques.tion.1~ whether the 
chosen :lethod. of valuation has .. resulted in just compensation .. 
Moreove:-, we pOint out that in'arriving at our valuat1on.!1gure, 

the capitalized earnings method was only one, so.urc.e', of input. ,~, 
• , . ,il l,/, 

Evidence was also presented using market. data and RCNLD ~ b·o·th. of'::) 
which wo1;.ld have taken contribu.ted property 1nto, cons1de~at10n; 

WaslU.:lgton does ra1se what we cons:tder:to be a legitimate 

point relating to our statement on page .8 of Decision' No·. 90360" 
to the e~tect that we consider East YoloTs. posit10n on the valua~ 
t10n of contr1buted. property to be the correct, view on this 'issue. 

"- ' ' 

East Yolo T's pos1tion.is that contributed property should.notb~ 
compensated ror when a private ut,1l1ty Ts property1s, ac:qu1red. 
by a public age-ncy" but rather' should oe treated as being held':!.n 

, , 

trust ~or tlle benefit of the water users.. East. Yolo argUes that' 
th1s property was required to be contr1b~uted by developer~>" that 

• , . ,'.1 

u.sers have al:"eady paid for such property because tnedevelopers.· 
. , ' " • 'I'. 

have passed on their costs to the users" and that. therefore coni':;" 
,.' " " .. " 

pensat10n at the t1lrie of: acquisition by a puo:11c ~g~ncywould. 

result in. dOUble payment by the users • 
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This issue> it is true> is currently one of" several issues . 
be1ng considered in' Case No. 9902" an investigation into poss.ible 
modif1cat1ons of" our main extension rules for"water ut1Uties. '. . 
Wash.1ngton has interpreted our statement 1n Decision No, ... 9036·0 
-.' , 

as prejudging the outcome of th1s issue .. in Case No •. 9'9'02~" While 
th1e--1nterpretation is 1ncorrect and does not properly- reflect the. 
Com.i:tssionT s 1ntent" we rea11ze that our O\m inartfui language is 
at fault. By way of clarification> we wish to stres's that 1n 
p:-inc1ple we agree with East Yolo's posit:on. Where the facts· 
show that contr1cutions have been required to· be provided.' by the 

developer and he has recouped his losses from the water users"it , . ' 

would be 1nequitable·to charge them again" thro.ugh requiring the 
puc11c agency which is acqu1ring the water company to pay compensa­
tion tor the contributed property. Such compensation alsoresult·s 
1.."'l a windfall to. the water utility. ~hese' potential inequities 
u."'lderlie several recent actions taken by the Comm1sSi0z:, in approving: 
d.eviations from tar1ff rule.s on main extensiens. The Commissien 
has approved deViations which allow the water util1t.y to. enter into. 
centracts for certain new faci11ties ,to be centributedb·y deyel.opers 
rather than reqUiring them to be preVided as u."'lrefunded advances in' 
aid of constructien .. subject to the express provis.o that upen 
acqu.1sitien by a publi~ agency" the water utility weuld not seek. 
ce::pensation for the contributed facilities. (See Reso-lutienNo.. 

W-2522 .. June 5" 1979;' Reselu~1on No. W-2550" July 31 .. 1979). ':'b.ere­
fo:-e" the CoInm1ssien's agree~ent in principle'with East: Yo,lo·'s· 
po.sition .. , wh1le net specifi.cally applied in. this case> is merely- a 
slight var1ation o.f pel:1.cy wh1ch has been articulated in the 
context of these deViat:1.on p~o.ceed:1.ngs~ 

We also. w1sh to correct a reference in Decisien Ne·. 90'360, 
to. 'the eVidence presented by Washingten cencerning p·ub·11cageney 
buyers. On page 17 we state that· Washington o.ffered no evidence ef 

. . . 

sa:les to puc11c agencies. In the sense thatWashingten's enly 
expert.valuatien witness d1d net cens1der market data" and there­
fore did not submit e,V1dence ef" sales to.· pub·lie agencies". o~ 
statement :1.s accurate., Wash1ngton d1d spenser a reb·uttal W1tness 
who br1efly <U.scussed ene sale to. ene public agency~ the sale· of: 
the San Gab:-1el Valley Water D:1.str:1.ct to· the C1tyofP1co· Rivera. 
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~ However; we do not believe this eVidence carries much weight. It 

represents one sale ,in the public sector, presented by aw:1,tness 
who was not giVing expert valuation testimony on comparable sales. 

, ~, ' " 

'!'his evidence is insufficient to make a case that the public sector 
:1s" :as alleged by 'Wash:tl'lgton" the most significant port1~n: of~he 

.,. • ,"', ,I • 

marltet. Furthermore, were the COmmission bound by the, technieal 
prOVisions of the EVidence Code, the specifics of th1,s, sale would 
be precluded from our consideration. (EVidence Code Section 822'.,) 

Admittedly the market data eVidence we considered was primarily 
t:-om the private secto:-" and we hereby modify Finding No., 5, to, 
accurately reOect this; however, even that evidence indirectly 
conside:-ed the impact of pUbl1e,sales on the private ~market. 

Finally" we stress that with all condemnat1onproeeedings, the 
'" 

dete:-::lination of just compensat~on" including the determination of 
which methbds or valuation should be accorded m~st weight, is' an 
a:t :-athe:-' tha."'l a science. A case-by-case approach is ab:s,olutely 
essent1al; factors or importance to buyers and sellers in one' 
1nstance will not necess~1ly assume the same importance in other 
cases. 'l'b.j.s should to some extent assuage Washington's oft-repeated 
fea:- that this cas,e will have far reaching ,and disastrous, conse­
quences fo:- the public utility industry 1n this state. We do not 
expect that every case w1ll present us with the unique facts found 
here. By way of example" in th1s case East Yolo's consultant 
est!.mated that some $10 m1l1ion would have to be spent to' ,correct 
water pressure deficienc1es and otherwise improveWashingto:nts 
facil1 ties a."'ld serVice. Such an est1mate no doubt would mate::-1ally 
arfect the price a willing buyer would pay for Washington's' system ' 
a."ld certa1nly raises serious questions as to the, propriety of 
relyj,ng exclusively upon RCNLD as the formula by wh1ch,rus,t com­
pensat10n shoUld be fixed. 

IT IS ORDERED THAT the above discussion modifies and supplements 
~e1sion No. 90360~ 

IT IS FURTHER ORDERED THAT Finding No.' 5 otDecis1on No· .. " 
90350 j,s mod1t'1ed. to- read: 

",. 
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"Sa. The ev1d~nee incU.cates that in the private 
market> water companies. are often 'bOught and sold 'at 
prices approX1mat1ngrate base." ~ , , 

I'!' IS ~R ORDERED THAT WasMngtonts req,ues.t tor oraF 
arg'.;m.ent a.:ld petition for extension of the deemed' denied' date: a.r~' 

" 
hereby de!l1e,d.·... ~-

!T,.!S ?U'RTEER ORDERED THAT WasM:ngton's petition for rehearing 
o~ Decision No.. 90360 ~s mod.1.ried here'in is hereby, denied. 

The date or this order is the date hereof. 
Dated AUG' 2'$ '1m' ) at Sa.."l Francisco,,, California .. 

:CoCliss1oncxr Clo;1rc T .,'DCdrl,ek .. be1~ ,:',' 
noeessArily- absent ... 'd.ld.,no,t:1>art'1e1~tlt&" 

-, in th~ d1s;posi:tio::l of' tJ:l.!S;llr;oeoOding .. <, 
~, I> ..... , . " 
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