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Ccl Este water CClTpany (rmC) is requestirqOmnission authority to deviate 
fran its tariff Rule 15, Main ExtensiOr'"s (Pllla- 1~) aoo ~ir$ the <leVa-leper, 
Bri~t oevelq:.nent (Bright) to ~e full o6fltrlliltion 6f. the 60St Of 
facllities am the resultant federal i.nc:are tax liabilities assOCiated with 
oo-K:'s provision of water service to Bright in the proposed eXtension of 
~'s salida System. service area. 'Ibis resolution grants the re<pest. 

BAQlGUJND 

'lhere is substantial urban ~ adjacent to. orne's exlstln:J setvi~ areaS. 
[Ue to the financial l.npact on nrnc asSOciated with refurrls aid the utility 
fUtrled portion Of the federal i.nc.CtOO tax resulting fran the ~. Reform Act of 
1986 ('IRA 86) t ~ has oonc1uded. that it does not have available rt:M, nor 
will it have in the :intre:liate future, funis sUfficient to IOOet re.fun:ls ard 
'IRA 86 tax liabilities posed by the extension of se.lVi~ to new areas ~ich 
are J¥:M rutside of its sexvice area. 'Iherefore, in orner to IMlntain its 
financial integrity, ~ wlll requirn full Contributioo of facilities ard 
'IRA 86 qross-up in ~ioo with prwidirq servl~ to sucll areas. similar 
treatnent was reqUested in Advice letter 147 ard the O:mnission authorize:1 the 
Tariff RUle 15 deviations by ~ hi Resolution W-3914, dated April 5, 1995. 

Bright is develcp!rg areas Cx:lntiguous to DrnC's sal ida sel.Vioo area, aid has 
requested water service for its develq:mmt fran OO\~. Until :recentlyoo.;c 
\oKlUld have providoo smvioo to Bright urder the ~ pr'OYisions of Rule 15. 
RUle 15 requires such a devel~ to advance to oo-K! the (X)St of facilities 
necessary to serve: the deve1opnent. 

oo~ would have the.n, fran its net revenues, refun:led advances at the rate of 
2-1/2 petcent wer a peritdof 4() years. 
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RUle 15 also prcrlides that un:ler ~l.ticular financial cinunstanc.es, such as 
those ~ fin:ls itself in, full contribution of the o:st of facilities to 
selVa the developrents can be l~iro.t ftun the developers in lieu of 
advaJlClE>.S • 

'Ihe federal 'rnA 86 classifies <X>ntributions ard adv~ IMde to inveswr­
~~ utilities as i.nc:x:xne to the utility ani recpires such utilities to pay 
incxxne ta>: on the value of the faoilities. 'Ihe camdssion by 
Decision 87-09-026, in Investigation 86-11-019, ruled t.hat Class A utilities 
\oK)U}d be al1<Med to pass onl¥ part ()f these costs to the developer. 'Ibese 
IIqross_up" rEq.iil:'arents are moluded in Rule 15, arrl",~d nolThllly recpire 
Bright to contribute only an additional 28 percent of the cost of the 
facilities to CXNel. ... its part of the inoome ta)( o:st of the facilities. 'Ihis 
contract rEq,lire.s Bright to contribute enough to CXNer all federal tax 
liabilities for a total <p:oss up of 67.4\. 

DIsaESICN 

Had Bright's developnent been within OOoX:'s authorized service area at the 
tiJoo selVice "''as requesto:l oo-.-c would be rtqJired to prwide service un:ler 
the prtNisions of DD-K:'s (hed tariffs, includirq Rule 15. JIa..~ver, because 
the developrents are not yet within its selVioa al"ea, ~ has the right to 
refuse selViee. Because of the rapid gro...th in the area, ~ states that it 
firds itself with substantial refurd ard i.ncaoo ta)( obligations aSsociated 
with that ~th. It fUrther sta~ that as a ~ of this financial 
inpact, it can no lCJO;Jer exterd service into areas not currently within its 
selVice area unless those ~ service agree to contribute both the 
facilities ani the full arramt of the associated i..ncane tax obligation. 
Bright has agreed to tOOse reqJ.irarents ani has signed nor\starrlard r.nin 
extension contracts with OO~. Bright has agreed to oontribute $481,916, 
\othich includes the assooiated ~ tax. 

'Ihe water utilities Branch has revier..-."€d the reqJeSt for authority to deviate 
frem Rule 15 an:.l the nonstardanl <X>ntract, ani fin:ls roth to be reasonable an:l 
in agre.emmt with Corrrnission rules an::l proce:lu.res. 

Dfl~'s plblic notification rEqardirq Mvice Letter No. 148 ",,'as in confol11\IDCe 
with the provisions of General Order No. 96-A. 

PRJI'fSIS 

No protests ha.ve been received by the Ccmnission. 
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1. OO-X::'s l.'equest to deviate fn:n its filed Rule 15 has been rode in 
confOl1:'iU1Ce ',dth General Order 96-1\. 

2. Dflo,\::'s l~ted deviation an:l associated nonstardard l!'k:\in e>..tension 
contract are l-easonahle. 

3. oo-,\::'s request to deviate (-ron its filed Rule 15 in ~ion ""it-ll 
providirq sel:Vice to Bright r.evelq:m:mt should be a!-"'Pl"O".'ed~ 

IT IS 00IEml tha.t: 

1. I:el E'ste Hater Corrpany ~s authodzM to deviate 'ftXn its filEd tariff 
RUle 15, Ibin Exti>nsions, as requested in Mvioe Letter No. 1.48 in connection 
with plWiclirq savice to develcprenfu by Bright IXWe1q:m;mt ill the salida 
service area. '!he effective date of this authorization shall be five days 
afteQ- the effeCtive date of this resolution. 

2. This resolution is effective tOday. 

I 6eltify that this resolution ",,"as adopted by the I\lblic Utilities c'oi:rnission 
at its re..)nlar ~tin:J on April 26, 1995. '!he follCMirq OA!Thissioners 
awrcno::l it: 

DANIEL tin. FESSLER 
President 

P. GREGORY CONLON 
JESSIE J. KNIGHT, Jr. 

HENRY H. DUQUE 
COt1missioners 


