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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

WATER AND AUDITS DIVISION RESOLUTION NO. W-4655
Water and Sewer Advisory Branch August 23, 2007

RESOLUTION

(RES. W-4655), APPLE VALLEY RANCHOS WATER COMPANY (Apple
Valley). ORDER AUTHORIZING A REVISION TO RULE 15, MAIN
EXTENSIONS (Rule 15), TO INCORPORATE A SUPPLEMENTAL
WATER ACQUISITION FEE TO BE CHARGED TO APPLICANTS FOR
A MAIN EXTENSION.

SUMMARY

By Advice Letter (AL) 140-W filed on February 5, 2007, Apple Valley requests to revise
Rule 15, to incorporate a Supplemental Water Acquisition Fee to be charged to
applicants for a main extension and to revise the sample forms for Main Extension
Contracts to simplify the forms and conform to the proposed revision to Rule 15. This
resolution grants that request.

BACKGROUND

Apple Valley provides domestic water from its wells within the Mojave River Ground
Water Basin. The Mojave River Ground Basin has been in overdraft since about 1950.
The down stream producers filed suit in 1990 to stop this overdraft and the Mojave
Basin Area Adjudication was adopted in 1996. The resulting judgment is an
administrative process intended to provide a long-term reliable supply for the Mojave
Basin. The judgment required a global look at production, return flow, natural inflow,
and outflow to determine if the Mojave River Ground Water Basin is in balance
ensuring that demand does not exceed supply.

Apple Valley is a stipulating party located in the Alto sub-area of the Basin, with
adjudicated rights under the judgment. Apple Valley has a Base Annual Production
Right (based upon Apple Valley’s historic production in 1989) equal to 13,180 acre-feet.
This right is subject to reduction under the judgment, for the purpose of basin
management. Free Production Allowance (FPA) is the amount of water that a producer
can pump in a given water year without incurring an obligation to buy water form the
Mojave Water Agency (MWA), the Watermaster for the Mojave Basin.
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FPA is subject to adjustment on an annual basis and is currently set at 60% (also known
as “rampdown”). Producers such as Apple Valley are limited to 60% of the Base
Annual Production in order to bring the Mojave Basin into hydraulic balance. Under
the terms of the judgment, Apple Valley is allowed to pump as much water as needed
to serve its customers, subject to replacement water assessments.

Replacement water assessments, water production in excess of the FPA in any year,
may be satisfied by transfers of pumping rights from another Producer (leased water
rights) or by purchasing imported replacement water from MWA on an annual basis.
The Mojave Water Agency is a state water contractor and has an allocation of 75,800
acre-feet per year from the State Water Project.

Due primarily to the rampdown from the Base Annual Production Right and the effects
of fill-in growth, Apple Valley has sufficient FPA for approximately 50% of the annual
water production required for existing ratepayers and satisfies the remainder by leasing
water rights. Although Apple Valley has acquired some additional water rights over
the last few years, water rights available for purchase have been limited to small
quantities and on an infrequent basis. Although water rights are not readily available
for purchase, MWA offers a program whereby replacement water may be pre-
purchased at a discount for future years, “banked” in the groundwater basin, and
pumped in future years.

In June 2006, Apple Valley filed an advice letter for a Service Area Extension, Advice
Letter 135-W. In connection with this AL, the Division of Ratepayer Advocates (DRA)
expressed concerns regarding the effect of customer growth on the long-term
availability and cost of water supplies for Apple Valley. Apple Valley’s analysis
concluded that at current rates and costs, the average main extension generates
additional revenues from new customers that are more than sufficient to cover
incremental costs associated with the main extension, including the costs of the water
necessary to serve the territory. In addition, long-term forecasting of the cost of water
in the Mojave Basin is difficult to perform with accuracy.

Apple Valley met extensively with both DRA and the Water and Audits Division on
this matter and continued to meet with DRA regarding the service area extension. The
two parties developed an informal proposal to address the issues raised by DRA, a
proposal to which both Apple Valley and DRA have agreed upon. This resolution
implements the Supplemental Water Acquisition Fee.

Rule 15 - Main Extension

Supplemental Water Acquisition Fee
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Apple Valley proposes to modify its Rule 15 to incorporate a Supplemental Water
Acquisition Fee, to be charged to applicants for main extensions as a refundable
advance, similar to Apple Valley’s existing Supply Facilities Fee adopted in Decision 05-
12-020.

The Supplemental Water Acquisition Fee requested by Apple Valley will be set at
$3,000 per residential lot for residential developments. For commercial, industrial, and
other types of developments, a rate of $3,000 per equivalent average residential water
use is to be based on the water use of a similar business or facility.

The purpose of the Supplemental Water Acquisition Fee is to fund Apple Valley’s pre-
purchase of replacement water from MWA, or for Apple Valley to acquire water rights
should such rights become available. Pre-purchased replacement water purchased
from MWA will be capitalized by Apple Valley and amortized to expense over a 40-
year period consistent with the life of the advance contract set forth in Rule 15.

The pre-purchase of replacement water from MWA and its use over a 40-year period
would address the issues of long-term availability and cost of water supply as it would
lock-in a commitment from MWA to ensure available water supply to Apple Valley.
This would also lock-in a price for that water which would shelter that portion of Apple
Valley’s source requirement from any increases in cost.

In this advice letter, Apple Valley proposes that the Supplemental Water Acquisition
Fee be set up so as to allow the applicant for main extension the option to either:

1) Pay the entire amount of the fee associated with the main extension at the
time that the main extension itself is completed, at the current rate per lot
stated in Rule 15; or

2) Pay the fee per lot at the time the meters are installed, subject to any changes
or increases in the fee that have been approved at that time.

Apple Valley has requested this change because:

1) Neighboring water districts allow such fees to be paid at the time the meters
are installed;

2) A requirement for the applicants to pay the full amount up front might be
problematic in terms of the applicant’s financing for the project and might
deprive Apple Valley’s customers of the benefits of growth; and

3) The need for supplemental water will not exist until the meter is installed.
Prior to this point in time, there is no additional consumption.
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Sample Forms - Main Extension Contracts

This resolution approves changes to the main extension contract forms in Apple
Valley’s tariffs to be consistent with Rule 15, and to incorporate language relating to the
proposed fees, as well as the Supply Facilities Fees adopted previously.

Apple Valley currently has six sample main extension contract forms in its tariffs for
main extensions to serve subdivisions, tracts, housing developments, industrial
developments, commercial buildings, or shopping centers.

Apple Valley proposes that all of these forms be replaced by a sample main extension
contract to serve subdivisions, tracts, housing developments, industrial developments,
commercial buildings, or shopping centers which have a number of sections that can be
marked as applicable or non-applicable to all the various combinations discussed
above. This sample form is intended to simplify Apple Valley’s tariffs and contract
administration.

The new sample form tariff uses language of various scenarios in Apple Valley’s
existing sample forms, with sections added to address the Supply Facilities Fees in
D.05-12-020 and the proposed Supplemental Water Acquisition Fee. There is an
additional sample form just for Supplemental Water Acquisition Fees necessary if the
applicant elects to pay the fees as the meters are set rather than paying the entire
amount of the fee at the time of the completion of the main extension.

The primary new language of the Supplemental Water Acquisition Fee in Rule 15 is as
follows:

“ A Supplemental Water Acquisition Fee will be charged to all applicants
for a main extension to serve a new subdivision, tract, housing project,
industrial development, commercial building, or shopping center as a
refundable advance in order to address issues of long-term availability
and cost of water supply. The purpose of the Supplemental Water
Acquisition Fee will be to fund Apple Valley’s pre-purchase of
Replacement Water from the Mojave Water Agency (MWA), or for Apple
Valley to acquire water rights should they become readily available. Pre-
purchased Replacement Water purchased from MW A will be capitalized
with the life of the advance contract. The Supplemental Water Acquisition
Fee will be calculated as follows:
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Residential developments. . ...... $3,000 per lot

Commercial, Industrial, or

Other developments. ............ $3,000 per equivalent average
residential water use based on the
water use of a similar business or
facility

A complete set up tariff changes, as requested in Apple Valley’s advice letter, are
attached as Appendix A.

NOTICE AND PROTESTS

A notice of the proposed tariff changes was mailed to the service list. The Division
received no comments or protests.

Division of Ratepayer Advocates Position

Appendix B is a Memorandum of Understanding (MOU) entered between Apple Valley
and the Division of Ratepayer Advocates (DRA).

Because the primary purpose of this proposal is the implementation of an agreement
between Apple Valley and DRA relating to a revision of Apple Valley’s Rule 15, to
incorporate the $3,000 per equivalent residential lot Supplemental Acquisition Fee, a
draft, and copy, was furnished to and discussed with DRA.

DRA supports this modification to Rule 15 and has informed Apple Valley that it does
not find these modifications to be inconsistent with the agreement between the parties.

COMMENTS

This is an uncontested matter subject to the public notice comment exclusion provided
in the Public Utilities Code Section 311 (g) (3).

FINDINGS
1. The Water and Audits Division hereby recommends that the tariff Supplemental
Acquisition Fee and tariff sheets set forth in Appendix A are reasonable and should

be adopted.

2. This is an uncontested matter subject to the public notice comment exclusion
provided in the Public Utilities Code Section 311 (g) (3).
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THEREFORE IT IS ORDERED THAT:

1. Advice Letter No. 140-W filed on February 5, 2007, Apple Valley Ranchos Water
Company (Apple Valley) to revise Rule 15, Main Extensions, to incorporate a
Supplemental Water Acquisition Fee to be charged to applicants for a main
extension and to revise the sample forms for Main Extension Contracts to simplify
the forms and conform to the proposed revision to Rule 15 is hereby adopted.

2. This resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed, and adopted at a
conference of the Public Utilities Commission of the State of California held on August
23, 2007; the following Commissioners voting favorably thereon:

/s/ PAUL CLANON
Paul Clanon
Executive Director

MICHAEL R. PEEVEY
President
DIAN M. GRUENEICH
JOHN A. BOHN
RACHELLE B. CHONG
TIMOTHY ALAN SIMON
Commissioners
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APPENDIX A
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RULE M, 15
{continusd )

MAIN EXTENSKING

C L f. A Sopplemental Water Acquisition Fee will be cherged to aill applicants for
a main extension b sve o new sobdivigion, fact, housing project, sl
development, commersial boilding, or shopping eeter as 2 refundable advames
in mnder 1o address issues of lpog-texn availabilinr and eost of wader sopEply.
The purposa of the Supplementat Water Acquisition Fee will be 1o find AVR's
pre-parchase of Replacemont Water from the Mojave: Weater Apency (MW A], o
for AVR W acquice water rights sheuld they boemoe reedity availzble. Pre-
purchased Beplscrment Water purchased fromn MW 4 will be capitalized by
AVE and amortined I expense over a $-year peadod consistent with the life
of the advance contzact, The Suprlomenta] Water Acquisition Fee will e
caloulated 38 follows:*

average resldemtinl water wee
hased on the water use of a similar
bwgincse or fecilicy.

Applicaris will have the optian to et 1) pery the entire for at the Hme of
completlon of the main cxtensing at the corrent rabe; or 2) pay the o fr cach ko,
or cquivalat, at the time the meter is sot, subjort to whetever changes 1o the

ate or nabwre of the f=c are in effect at e e,

*Dicvdapment. for which use of water fghts i provided for vader the Water
Supply Agreoment betwean AVE apd Fexs Ranch Water Contpany are cxmpl
frotn this fog.

8-3 3-——3 3--2 2 3-—————3

{contimed}
© e mserted by 1] Trpind By (Tt e Meertrd by Cal. P-TLC.]

Agdvice Mo, _ 40 LEIGH K_JORDAN gk Filed
Marme.

Effiztive:
Do, T80, EXECUTIVE VICH PEESTDENT
Ttk Easohrtion M.
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MAIN EXTENEIONS

Refundy

The amvwowst advasced mder Soction C.ls, C.Lb, 16 €12, and C.LE iy
shall be sobjest to refund by the wtility, in cash, without interest, to the party ar

partics extitlad theretn s set farth in the following two paragrephs. The lotai

amonnt 30 refianded shall not sxeeed the tol of the amount wdvanred and for

a perind not to cxceed 40 yeats after the date of the contrect.

Faynient of refunds shall be msds oot Rater fhan June 30 of each yesr, boginning
the year following execution ol zakmac, of ot later thon & mouths aficor the
contract sumivervacy dete if em an sniversary date bamis,

Whenever costs of mein oxténsinng audior spocie] facilities have been advocaizd
pomuam 0 Seciton C.la, CLby, or T, the wility slall aopuelly rofimd @ the
contrect bolders an amonnt equal to 2 % pooeat of the advamees until the principai
smoumins of the coatracts anve been folly repeid.

Whenever cogla of specind Gciliies have hesn advmoed pursuant to sections 210, or
.16, e dmounl 5o advenced shell be divided by the nureber of lot= for Hving units,
whichewver i preatec) which the special facilitics are designed o serve 1o obtain an
averags advance por Lot for Biving tmit) for special fecilifics. When ancther tailder
applizs for & main extension ko serve any lots for whick the special facilitics arc o be
wsed, the new applicant shell, in addition Lo he wusts of W proposed main extension.,
alse advane an ameurt for epecial feciliies, This mmmunt shall he the averags advance
per kot for speial fadlitles For coch lot 10 be nsed lem 2 % percert of the average
advanre for each vear in which refipd have been doe and peyablc o6 the ariginal
comiract, proftod m June 3, o the smittact etriversary date oo u mooslhdy besis.

The amount sdvemeed to the utilicy by the new applicant shell be immediately refinded
to the hoider of the originaluomd,wiﬁnhimbudadﬂnmﬁtof{b:spmiﬂfaci[iﬁes,and
the: origteal contract advencs will be rediced accnrdingly. The wility will theecaforth
refand 2 ¥ pereent anminlly on cach of the sontract ammunts, o4 deermined sbove, to the
holders of the coitract.

Advances and vefuods based on addftional builder participation will be determined in a

Tn o case shall the refimd on any contract exeed the ameonat advanced

(coatmusd}

o be inserted by otihiy)
Adgbdoe o, 14H-W

Tucd By TTobe inserted by (L PIIC)

LEIGH E_IDRDAM Thato Filledl

Dec. Mo,

Nama
Effeative
EXECLUTTVE VICE FRESIDENT

THle PReachnicn b,
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JOD #: $10XXXNKYE ™
UTILITY:  Name: Anple Valley Raschos Water Ce. g
Adiress: P.0. Box 7005, Apple Vallay, CA 92307 I
AFFLICANT: Name: '
Adldrese:
City, Btate Zip
FRELIMINARY STATEMENT : Thia sostract is cotered inlo pirsuant o the rouiremems of and in

scorrdance with the various appheabls provisions of de Dtilings Main Bxnsion Rule (bereinafler reforred
10 =g the "Rule") in effect and on Ale with the Cakifomia Poblic tilities Commissiog ["CFURC™), & copy of
which s availabbe upon regust. This soutract dies not regquine spesific authoriation of CEUC to ey
out the aomeract verrme @ cenditions.

PLRPOSE OF CONTRACT: Agpplicars hereby apphies fow a water main cxttawsion. The facifitics
o watk described in atteched Exhibit B shall be installed or perforimed by Ttility and thoass deseribed in
Eshibit  installed by Apphivan: and convayed to the Utiliny, Such facilitics will be used for the prrpooe
qfhmmkuﬂq'mwmmmmMmMsmmkmmuﬁm
dclineated on the map sttached &3 Exbibit A and knowa ag:

Main Extensios it Lacated sl

ok Mams | - [Gwsxription of Waeatin — btvreen x aud y giresn]

hilkity agrees that it will, as poow as necsssary makerink and labor are available, and pacessary permmils,
feanchises, heapes ar ether povernments] gathetizations have bos chtained, commenee apd proscauls o
cummpletion with all reapouable diimanos e work, of instaliing i facililies v jretforing work deeribod
mamahndEbeﬂD.mdwbmthcﬁnﬂiﬁnsmnmdmm'hedmmmabmmpm a1k
Facilities deseribed in Exbibit C are complete and accepted by Utility, and, if Applicant elects Cption 2
with regpect w0 Section C.1.£, dwe requircmomnta o he Main Extemion Contract For Sapelementa Water
Acquizition Fee Patd Under Optiott 2 have been me, will prowide ulility servica i scoardance with Uiliy's

tariffs. .
{eontingcd)
[T he nsantar! by wility} [To b insarted by Cal PAIC )
Advics Mo, _140W TREGHEK JORDAN Data Filed
Hame
- Edfective
Dxc. No. EXFCUTTVE ¥ICE PRESIRERT

Tide Resoluticn Ma.
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EACLITIRS 10 BE INSTALLFTY ™

1. Subiest Io Refumd (Seotion C.2) |
a)  Distribution Svsters {Applicsite — Non Applicable) |
Applicant shali sdvawes the s of § 1o v the cogl ol disbotivn fedites or woek |
pecformed described i Exbibit B purspant to Section C.1.4. of Rule No. 15 whech ameis includes |
£ wehvich hes sheady been deposited parsuant ko Seetion A5, of Rule No. 15, before constraction |
of the main extension 15 comimenced, motiect io revision of the ammmt advancad pursnant to Satioh Ab.e. |
of Rule. Applicams agrecs to pay the soet of mstalled facilitics descrlbed in Exhibit £, porsnant b |

|

I

Seetion ©.1 .. of Rule. The portioa af swch cost to ba treated a5 an Advanos Subject To Refond shalt not
=xcesd §

b)) Bpeial Fagiliiies (Applicable - Nom Applicable} |
Applicant shafl advanss the estinamied cost of speeial Eacilities fother thap fire protection) desoribed f Hxhildt ]
B pursuszt o Feeton ©.1.b, of Bule 15, which is & o T iy the cogt of apecinl Bacifitics, descaibed |
mEﬁhﬂﬁtC,inBtaﬂodpumm.nthSccﬂmC,l.c.ofRu]alS,thummmtui'a‘a:hwtwbehamﬂdasm i
|
;
f

actvanee sobjet 1o efund not w0 exceed § and trarefor mood title to said fedlities to wility,
Bilher amownt ie #o be refupded povanant to Section €.2.c- of Rule 15. Thennmherofhtsm'litmﬂgunnsw
be zecved by theeo special Huciitics shall e comsidersd to be:

¢}  Sypple Feolities Fea (Applicable - Non Applicable) |
Applicant sball advanes: the amonol of § the cost of supply facilitics e described in Exhikit B |
pursugnt o Szctum C.1.e of Eule, This amount i fis: 545 Meter Fimivalents, which is spread over |

I

paictls

d)  Supoloyepll Wilsr Acquisiton Fec (Applicable - Non Appliashle) (Option 1 — Optina 2}

Applicant ghall advancs the amout of §_, the cost of snppleamerdal waber aequialion fee described in
Exhibit B prarsuant to Section ©.1.£ of Bule, paid prior to complution of the project accordmy to COprion 1.
This amount is for Tesidentind ke and conmercia), industrial, & other msters with __ _average
remidential wislar wse sqpivalonts basod on ihe water Use of & similar nminess or faclity. I Applicant elects
0 pay the fae mnder Cption 2, 8 segarate Main Exicnsing Coatract For Supplements! Water Acquisitien Fee

Pand Ukder Option 2 must be exseited.
3 Mot Sybyect b Refund

|
|
|
I
|
I
|
a)  FimProtstion (ApgEcablo - Non Applicable) |
T the distritim vysten iz designed (5 met fira flow requirements in excess of fhe minimom fre fow |
comtained in Secticn VIO 1(a) in CPLIC Genstal Owder No. 103, e ordered by Becision No. $2-(4-082 |
dared April 21, 1982, Applicant shall pay, us = cosittibution in zi of construction parsan o Section .2 |
of Rule, the fucresse in rost of the distribution mains Recessary to st sneh higher fire fioey requiremenl s, |
The amowst of such cost, induded in citber Bxbibit B or Bxbibit €, is § M)

{comtinned)
[T be tnaacted b atlhty) (To e ingerted by Cal, P.UC)
Advice Mo, MW LEIGH K JOEDAN Taat= Filed
Mame
Effertive
Dz Ma . EXECATIIY B YICE FRESIDENT

Tiie Regolubon Mo.
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pidr b coamruction, ]
SUCCESSORE AND ASSIGNS: The obligubons of the applicant ehall be: jomt mid seteral. This

agrecrnent ghall bind and inore to the banefit of the hein, tepresentatives, execators, admitistrators, |

EnCocscls andfer asmigna of the respective Parties brcto,
JURIZDICTION OF PUBLIC UFILITIES COMMESSTON: This Commacs shall st all bmes be |

sk to gucl clipnges or modifications by the Tuklic Uhilitica Cowmatasion of the State of Colifornia |
ot ax said Cormifsion tay, from thoa tn time, direet in G exercist of 7i2 jurisdiction. |

The effective of this Comtract shall be . |
L)
SIGNATURE PAGE:
Daled: J20 DOy: |
Aadberized Reopresentative of
Apple Velley Ranchos Water Company
Titke:
Dated: wn By: .
Anthorized Boprezantative of Applicant
Title )
{To be imaected by wtility) [T e insearimd by Cal. FATC)
Advice Mo, _140-W LBIGH K. JORDAN Dt Filed
Hatae
Effective
Dez, Mo, ENBELLTIVE VICE FRESIWNT

Tite Remdution Ne.
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AWT.HVAUEY RANCHOE W. R{O0, ORIGINAL Cal. PU.C. Shest Ho. 5@:w
21760 DTTAWA ROAT .
P_ 0. BOX TS
AFPLE VALLRY, CA SZM7-T005 Canccling: Cal P.ILC, Ehest Mo,
N = lof 3 12
MAIN EXTENSION CONTRACT [
FOR SUPFLEMENTAT, WATER A COUISITION FEES PAJD UNDER OPTION
JOB #: 16X NXX
Al B0 Box 7005, Apple Valley, CA 52307
AFPLICANT: Nz
Adidress:

- Tty St Zip
PRELIMINARY STATEMENT: This ootracs is cuterad mbe plivstsnt oo the raquizements of and in
mmmmmWM&MMMUMMEumMMW&Hm
£ a6 the "Ruic™) fn offoct and on file with the Celiftamia Pablic Utilites Commmiszion ("CPUL"), 2 copy of
which iz avaikehls upem request, This contract docs oot rogive speeific autiorization of CPUC o cercy
PURPOSE OF CONTRACT: Applicant has applied for a water main extension by sxecating a
Preliminary Main Extensinn Contract with Utility for the main extension described bedow. The
Facilities ar wovks tp be installed o performed by Tty and those installed by Applicant and conveyed to
the Thidity, with the exception of Swyplemental Water Acquisition Feey, sre described in Eahlbit B 2od in
Cxlnbit C attachad to thatl eotirast. Soeh facibtien will be ueed fir the prupoge of furndshing public
atility water service: to that certain property located 23 deecribed bokow and/or delineated on the map
attached to that contract as Exhibit A apd Imewwh aa:

Maxin Extemsdon for Located at

an

X

UTILITY:  Name: Apple Valley Ranchos Water Co. et
I
I
I
|
|
|
|
|
i
I
|
I
I
|
I
I
I
I
I
|
I

[3ah Nome ] [dugeciption of locwtion = beinees x and y Firasx]

Thility ageress that it will. as 2000 88 nesessary maloniak and Iabor aro avadable, fed noctessry pemhits,
franchises, licenaes or other povertumensal authocizatigog ave been obduines, comustoos 840 proseoure: o
scntitpletions with al yeasonsble diligeace the wotk of msmliing the facilifies ar perfrming v deecribed
in attached Fxhibic B, aut when the facilities or wak described in Exbibit B has betn conpleted, and the
facilitics desoribed in Bxhibit C are compleie md acespted by Urikity, and, if Applicant elsets Option 2
with respect to Section C. 1.E, the requiremcrie of the Main Extenidon Contract Yor Supplemenial Water
Acquisiton Fer Paid Linder Opthon 2 have been met, will provids wililty savics n acsordanes with Tiikty's
tariffe.

Thiz enmiract covem Supplemental Water Acguisition Froy which Applicant has slesizd to pay
tmdey Cpticn 2, at the time that mdss are set. The Supplernertal Water Acquisition Fees to be pad by
Applmmmmmmmmaahm%mmmdﬁmtedexhbﬂAmmnhﬁdwmm )]

(oomtimed)
(To be nsarted by wtility) Tosnedd By [T be inserted by sl FUC}
Atrica Mo 140w LEIGHE_ JORDAN Trate Filed
Nt
Effeciive
Clee Big, EXECLTIVE VICE FRESIDENT

Tide ] Resciedion No.
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APPLE VALLEY RANCHOS % BRCO. CRIGINAL _ Cal PUC SbestNo  STOW_
2760 OTTAWA ROAD
¥, 0. BOX 7005

APPLE WALLEY, CA 92301 2005
Cal. P.TLE. Sheet Mo,

I

y jsition Fe |
Applicant ghali advancs the mneuml of § » the- ¢ost of supplemental water acquisition f= |
deacribed in Echihit 3 purgnant to Section C.1.F of Bole Mo, 15, paid at the time thet the mebas aoe et |
Accarding ko Cption 2, This amamt is for readdential Loty end cotmrcial, mdusirisl, or |
oihormetaa with_ average rogiglentia] water ngc cquivalents bered on the walsr use of o smmlar i
busineas or Sacllity. The above st i subject (o adiustment for changes i the rate or nature of the Foo 1
approved by the CPUC applcatilc o smy meiers act alier such change is appeoved. [

HEFLNDY: The amoont Advenesd Subper to Refimd ahall be refondad pursnant to Secton C.2- of Rule |
Mo, 15, Uil Applicent shalk ootify Litility in writing to the contrary, all refimds heramder shalf be paid |
by Uity tor Applicam. I

ADJUSTMENT TO COST AND UTTLITY'S RIGHT TO OFFEET;: Ammnts advanced or contriboted |
are subject £ eijnstmant purmant b Setion A6 of Ruleend Thiliy shall have the right o otfiel ageins I
any refmds payahle herarmder, the smount of amy indebtedmess then dus or owing by Appdicant to Lhility, 1

CONDITIONS: The Uity will close this cantract &t the etd oF the coleadar year i which the main |
socbension in completsd eovering whatever Supplamental Warer Anquisition Pees have bes poaid np o that !
point. Applicant aod whility agres to coitr icle & pew contract fw each subsequent calandar year, unti all |
netars have bem g, wiich will cover fhs Supplemenisl Waker Acouisdlie Foss dus ou whiatsver neters |
have mot. vel been sed at that time. |

Supplements] Waber Acqmisition Feog pedd under Optiot 2 anc subject to whiatewer changes in rabe or aature |
of the Fea which may have bosa approved by the CPTAC at the tine thar the meter i sat. |

SUCCESSORS AND ASSTGNS: The obligationg of the Applicant chall be foint aod seversl. Thic |
agreamel shatl kind and e to the henefit of th heirs, Rpresentatives, executors, administrators. |
sibeemgsers: aodior azafpns of the respectivis Fartee harcto. |
JURISDICTION QF PUEBL I LUARITLES COMMISSTON:  This Cormract shall al all tines be i

Sukject to sxch chanpes or modificatiome by (he Poblic Dhilitie: Commisminn of the State of Califomia or ]
22 gaid Cormmission may, fom time to tng, direct in the exercise of ite jurisdictiog. |

The effective date of this Contract thall be . |
(Data} )

(oomimed}
{Tir b inmacriaal by ulility) Ismrd By (Tobe inacted by Tal PUC)

Adics o, LW LEIGH K. JORDAN Lhue Filisd
Home

L=, Mo, EXECUTIVE VICE PRESIDENT
Thie Eeaptotion Mo,

Effactive
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AIPLE VATIEY BANCHOR W AROCO QRIGINAL .al. PILC. Sheet Mo, 3T
T4 OTTAWA ROAD
P O BOX 7003

AFPLE VATLHY, CaA FENT-TO0S5
Canceling Cal. PULC, Bhwet Mo

FCRMNOQ. 6 Fage S of 3 (M}
MATN EXTENSION CONTRACT )
(eomtimucd}
SIGMATURE PAGE: @
Diated: w__ By f1a}
Anthorizad Kepresentetive of
Ayppls Valley Ranchos Water Compamy
Tele, My
Dmted: mo By M)
Authorized Representaiive of Applicatt
Tith: (M
[To be insertod by mhlity) Tomusd By {To be tnaoried by Cal, PLLC.)
Mdwice Bo. 140-9 LEIGH 5 FORDAN Dtz Fikxl
Trame
Effctive
Diec. Mo, EXECLFITVE VICE PRESIDENT

Titlz Fesotwlen Ho.
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MEMORARNIN OF INDSRETANDIMG

This Memorandum of Undsaaanding (MOL) iz entered inte beiween Apple
Valley Ranchos Water Compsmy (AVR) and the Division of Retepayer Advocains
{DRA), collectively, the Panics.

1. Regilals

A, AVE' current rates werezat in Docisan 05-12-020 jzpasd by the Catifornia
Pobifc Utilities Commission in December of 2085 fiar test Tear 2006 aod Bocalation
Years 2007 and 20048,

B Since 2003, AVR has boen requiritg applicants for a main sxtevslon to advance
the cost of e apquisition of ons acre foot of Base Anpual Production water vights per
residential Iof as specinl Audlilies tmder it Main Extension Rule. AVE has infomned
DRA that il began having difficnlty acquiring water rights with the resalt that, in some
caves, by thetipne water rights coudd be found svailsble for purchese, the coat had
incressad nver the, then, cmment market price advanced by spplicants, ad evenially the
diffivalty reached 2 point whore AVR wis mushis to find any witer rights avsilsbla for
purchast. AVR anrentty has approximately 51.5 million of moneys advanced fion
applisents for main @oensions for the purposs of soqueiring wator ights sd for which
AVE es not boen sble {0 find water ights available to parchaze. Although water rights
are not readity available for purchase, the Maojave Water Agency (MWA) has 4 program
under which Replacement Wik i e pre-parchassd for fubms years, “banksd™ in the
groundwater hasin, and porped n the uhire years, This MU deals with the resofution
of this sitzation.

2. Axpeepents sod Undeestmding

A AVR agrves to file an advios Iettcr to rodify its Main Exicasion Rule Rale 15)
to ineoenocate 2 Suppiamental Water Acquisition Fes, to be-chaped to spplicants fae
N extensions a3 a refundahle advance, stmilar o AVR S existing Supply Facilities Fec
adopted in Decision 05-12-024), iz order to addsess immes of Jong-term avaibahility aad
ot of water sapply. The Supplemental Wats Acqulsiton Fee requesied by AVR will
b sel al $3,000 per resideniial kot S Rasidential developrents and for Conemercisi,
Industried or other types of developmends, will be set at a rabe of 53,000 par squivalent
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sverape residertial wabey use based on tha water ose of 3 simtlar osiness or [nclliry. The
sated purpose of the Supplements] Water AcquisiSion Fee will be to fud AVR's pro-
mrchass of Replacement Water from MW A, or for AVR. e soqoire welsr g shesld
they bacoine readily availahle. Pra-purshaced Rapireement Water purchased fiom MWA
wilt ba capitatized fry AVR awd emertized o sxpenss over & -y poriod cumsistent
with the 1ifo of the advance contract sct forth in the Madn Extermsion Rule. AVR proposes
1o file the edvice letter withie epproximately 30 daye S the dake of thix MOTT,

B The Parfies agree to suppont AVR's advice letter fling described above, The
Farties also agrec at the fes deseribed above is appropriate through Decenmbcr 31, 2008,
Either Party may rroposs chaagss to the existence, simount, saiurs, or purpose of the fees
in AVR's neat GEC procending, o sobsequcnt proceedings, o be effective Jarmary 1,
2000 or laver, Bither Party is free to coppose any such propesnd changes.

©. The Puties agree that, unti] the above refovenced Supplomental Water Acquisition
Pt becomey efficctive, AVE will contioes trcofloct from spipdicatts foc ks extensic,
2s & refindsble advance, the current markel cost, as best it Gin be detennined, of oo
acre-foot of water Tighis per residential ot The Parties agrec thiet thess moneys, dlong
with a1l ather moneye collested tn purchase water rights for whick AVR has not
cxpendeal becmyse of by mability w0 Fod waler dphiy avellable t poochom, shali T wsed
) pre-purchase Replacemart Waer thom MW A or to pRrchase water rights from the
Mojare Bagin sheuld any hecome resdily availsble af the tima.

N Asofthis dute, AVR hae in its passession appmximately $1.5 million of unspent
moneys which were collected o applicants for mefn exlensions for the purchase of
waler rights. The Parties agree thet the moseys collzcesd by AVR 50 far and any
sdditiana] collected throngh Decenther 51, 2008, sither for the purchase of watet rights at
than emrent market price or as Sapplemental Waler Acquisifion Fees pursmant t the
modificaion of AVI's Main Extension Rnle onoe it beornes effotive, wilt be
copaithard by fhe Parfics (o2 ail porposes lo be the coarect smoonts, approprisfely
advanced, 10 have ben collected from applicants fx the acquisition of supplomenial
water, The perties agras that the amount of watsr rights end/or pre-parchased
Replacemenl Watar purchesed by AVE, with the moneys collecad as describv] above
fhpough Decerwber 31, 2008 will be considered to be the oot amotnt 1 have been
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acqured. The Partiss agrea that the amounks af moneys advanced and the amommes of
water riphis andior pre-purchased Replacement Water prrchesed by AVE with the
mwmuﬂhledndemﬁbeduhnaﬂrunghhmbﬂ'il,%ﬂwﬂlbeuﬁdﬂsﬂm
basis for zotiing retes to be effeative From Jomuery 1, 2009 ooward The Pareies agres that
either party in the next genernl vate inerease procesding may propose 2 differct memes
oF colicetion, ¢ & prospeotive basis, from fanwary 1, 2009 onwand, and cither party may
PrOPOSE somne other ratemaking frestmect for ronsys collecred on vy gftey January 1,
2009,

E. The Pactics agres That the procadures descaibed abova wikth reepect to the emaounts
of moceys advanced and the zmoimts of water rights endior pra-parchased Replacemlent
Water parchased by AVR with the moneys collociad through Decembar 31, 2008 will be
reflected in AVR's next GRC along with any eansequent and consigtet jmpect o rete
b andl excpeasses. Fhe Partics ages not o ses) changes in AVR's mites tn reflect the
chanped procedures eseribed in this MOL that woeld be effective prior to Jameay 1.
209,

F. The Parlies agree thet no sigrnatory to the MO assumes pesonal Habadity as a
reault of this ageanent.  All rights and remedies of the Panies erc wited 0 those

zvailable before the Commission.
DIVISION OF RATEPAYER AFPLE VALLEY RANCHOS
ADVOCATES WATER COMPANY

By

Eedph K. T
: Expeutive: Pre=ident
Califinmie Fubile Ulides Commision Apple Valiey Ranchos Warr
Drvislon of Ratepayer Advoeaing Company
505 Van Noss Avemue 9750 Washinun Road
Sam Frimeison, (LA $4102 Downey, CA $0241-7002

Dmd:ﬂmobarﬁf_’,mﬂé Deted: Oetober £5, 2006



