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PO'BLXC 'OTILXTIES COMMXSSXON OF, 'fBB, STATE, OF: cu.xPORNXA 

COMKtSSXON ADVISORY, lUn) COl'JPLIANCE DIVISION" 
WATER 'OTILITIES: BRANCH ' . 

RES 0 L_V T ION 

RESOtDTIONW-3631 
February S, '1992 

(RESO:r..oTIONW-3631) DEL ESTE WATER COMPANY. 
REQO'EST' FOR DEVXA'rION FROK C:OMMISSXON 'l'AR:tl"l'" R'OLE NO. 15-" 
MAIN EX'l'ENSIONS, IN CONNEC'l'ION' WXTHPROVXSXON OF SERVICE 
'1'0' 'l'HE MORRISON' HOMES, 'l'HE UJCK&¥COMPANY', AND ANDERSON 
HOMES DEVELOPMENTS. ' 

S'OMMARY 
Del Este Water Company' (DEWC) is requesting Commission authority 
to deviate from its tarif,f Rule 15-, Main Extensions (Rule 15-) and 
require the clevel-opera Morrison Homes, the Luckey Company,. and 
Anc:lerson Homes (Morrison, Luckey, and Anclerson) to make· full 
contribution of' the cost of facilities, and the resultant federal 
income'taK liabiliti'es: associated with DEWC's provision-Of water 
seryic,eto. M~rrison's'';''Luckey'·s',.' 'and,' Anderson's," developments ina 
proposed extension ot,,', DEWC"s-',:'salida· service,' area .:',,' " This: ' resolution 
qrants.the:request., , 

... ,.' 

BACEGROPND 

There i5 substantial urban qrowth adjacent to DEWC's existing 
service areas. Due to the financial impact on DEWC associated with 
refunds and the,utility func:ledportion of the federal income tax 
resultinq from the Tax Reform Act of 198-6 ('l'RA 8'6),. DEWC has. 
concluded. that it does not have available now, nor will it have in 
the immediate future,. fundssuffieient to- meet refunds and 'l'RA 86 
tax liabilities posed. by. the. extension of service to new areas. 
whieh are now outside of its. service area,. 'l'herefore, in order to 
maintain its financial integrity, DEWC will require full 
contri~ution of facil'i ties llnd TRA. .86. qross-up' in connection 
with provid.'ing' service to·; sueh, areas. ... Sixnilar·treatment was 
requested' in Adviee' Letters 119A, 120, and, 12'1' and the Commiss.ion 
authorizedthe'.'l'arif! Rule 15 cleviati'ons by DEWC in Resolutions 

. W-3573,~ W-3610 I .and W-362l', respectively ... 
'I ' • • 

Morrison., Luckey,. and Anderson are developing. an area eontiquous 
to: "DEWC' s salida service area,. and. have requested water service 
fO~>,their aevelopments'f:rom OEWC'~ :Ontilreeently DEWCwouldhave 
,prov:i~ed.service;to'.Morr1son~"Luckey,. and Anderson under the . 
advance;"provision50f"RU1«l,'1S.~,';;Rule": lSrequ·ires.such .. a . developer 
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'Resolution W-3:631" 
DEWC/AL1Z2/YAR/RE~ 

to advance to DEWC the cost of facilities necessary to serve the 
development. 

DEWC would have then, trom ita net revenues, refunded Morrison, 
Luckey, and· Anderson advances at the rate ot 2-1/Z'percent over a 
period ot 40 years. Rule 15 also, provides that under particular 
financial circumstances,. such as those DEWC finds itself in, full 
eontri~ution ot the cost of facilities t~ serve the developments 
can be required tromthe developers in lieu ot advances. 

The tederal TRAS& classifies contributions and advances made to 
investor-owned utilities as income to· the utility and· requires 
such utilities to· pay income tax on the value ot the facilities. 
The Commission by Decision 8',7-09-026· in Investiqation 86-11-019 
ruled that Class A utilities would·~ allowed to- pass only part of 
these costs to the developer. These· "9ross-up'" requirements are 
included in Rule lS,. and would, normallyrequire'Morrison, Luckey, 
and Anderson to, contribute only an adeU. tiona'l 28:. percent ot the 
cost.' Of. the facilitiea:to.cover its part of.the.income tax cos.t of 
the 'faeilities.. ,'This .contract requires Mor.rison,: Luckey, and· 
Anderson to- cont~1bute' enouqh to· cover· all fed.eral·, tax' lia.).)ilities 
tor a totalq~oliuJ' upi.'ofSl • .'5t·;' " 

DISCUSSION 

HactMorrison's-, Luckey's, and Anderson"s developments been within 
DEWC~s authorized service area at the time service was requested, 
DEWC would be required· to' provide service under the provisions of 
DEWC.'s.. filed tariffs.,· including'- Rule 15-. However,. because the 
developments. are not yet within it's service area,. DEWC has the 
r1qht to refuse service. Because of the rapid growth in the area, 
DEWCstates. that it finds itself with substantial refund and 
income tax obligations. associated with that growth. It further 
states that as a, consequence of this tinancial impact,. it can no 
longer extend 'service into· areas not currently-within its service 
area unless those seekinq service agree t~ contribute both the 
facilities and the full amount o·f· the associated income tax 
obligation.. Morrison, Luckey, and Anderson have agreed t~ these 
requirements and have siqned a nonstandard main extension contract 
with DEWC •. Morrison Homes has agreed to contribute $8'47,681, 
which includes the associated income tax: and the Luckey Company 
and>,;Anderson, Homes will contribute $652;,588 and $400,42'6·; . 
respectively, including the cost of the associated income tax. 

The Water,Utilitie~ Branch' ·has reviewed., :the· request tor authority 
t.odeviate'-''/!rom, ·Rule15 and>thenonstandard·eontraet,: and finds 
both:'te>.be' reasonable'andin"aqreement with Commission rules and 
procedures.. . , .. 

NOTICE 

DEWC'Ii"PUblic notification' reqardinq .. Advice Letter No •. 122 was in 
contormancewith:the provisions o'/!General Order No •.. ' 9G-A~ 
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I. -< ,. ',' Resolution, 'W-3631 
DEWC/AL122/YAR/REP , , . . 
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\~'·i··· fEOTESTS 
. No. protest, has been' received by the Commission .. · 

FINDINGS 

1.. DEWC"s request, to deviate fro%IL· its filed R.ule 15, has been mac1e 
in: conformance with General Order No, ... 96-A .. 

, . 
.. " . 

2. DEWC"s. reques~ed.deviationand'a:ssociated nonstandard main 
extension. contract are reasonable r,': ' 

, 3~, DEWC~. ,request ",to· dev£atefrom, its-filed Rule, 15- in. connection 
'with>,p:ro~idin~t" aervice:1;O:'Morr.:Laon,:: Luekey,; and. Anderson should be 
approved,. ' . . . , 

l:'1'l:S' ORDERED that: 

1 .. Del EsteWater company is authorized to deviate from its filed 
tariff Rule No-.. 150, Main Extensions, as requested in Advice Letter 
No. :1,221n ,connection.with providing; service to- d~velopments by 
Morrison,. Luckey" .. and. ; Andex:son 'in· 'the, . Salida servlce· area .. · . The 
effective, date' of 'this 'authori,zation..:shall be . five 'days a·fter the 

,:(~." '.,', 
'. ".': . 

effective' dateot this, resolution .. ' . . . 
, ,', , ~,o . ~. "," 

This resolution is et'fective'tod:ay~ 

. . . . ' ,', ' . '" '-,", ~ I"., . 

Icer:tity;that this, resolution·: was ,adopted, by the Public Utilities 
Cownission. at·, its.,'regul'ax:::meetinq,> on: .February 5." 1992'... The ' .. 
followinq'commlss1oners, approved "it: .' . '. , 
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DANIEL, .Wm,. FESSLER 
. : Pxesident 

JOHN' B:. 'OHANIAN . 
PATRICIA··H: .. ·· ECKER'r' . 
NORMAN( D'.SHUMWAY; . 

. /.' Commiss.ioners. . 


