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B. 2. Refunds 

  If subsequent applications for water service are connected directly to the main extension 

contributed by the original individual customer, such subsequent applicants shall pay to 

the utility an amount equal to the cost of 100 feet of the   

  original extension.  Such amounts shall be immediately refunded by the utility to the 

initial customer who originally paid for and contributed the main extension to the utility.  

Total payments to the initial customer by subsequently applicants for water service who 

are connected directly to the extension shall not exceed the original cost of the extension.  

No refunds shall be made after a period of ten years from completion of the main 

extension. 

 

C. Extensions to Serve Subdivisions, Tracts, Housing Projects, Industrial Developments, 

Commercial Buildings, or Shopping Centers. 

 

1. Advances 

a. Unless the procedure outlined in Section C.1.c., is followed, an applicant for a 

main extension to serve a new subdivision, tract, housing project, industrial 

development, commercial building, or shopping center shall be required to 

advance to the utility, before construction is commenced, the estimated 

reasonable cost of the extension to be actually installed, from the nearest utility 

facility at least equal in size or capacity to the main required to serve both the 

new customers and a reasonable estimate of the potential customers who might 

be serve directly from the main extension.  The costs of the extension shall 

include necessary service stubs or service pipes, fittings, gates and housing 

therefore, and meter boxes, but shall not include meters.  To this shall be added 

the cost of fire hydrants when requested by the applicant for the main extension 

or required by public authority, whenever such hydrants are to become the 

property of the utility. 

 

  b. If special facilities consisting of items not covered by Section C.1.a. are required 

for the service requested and, when such facilities to be installed will supply both 

the main extension and other parts of the utility’s system, at least 50 percent of 

the design capacity (in gallons, gpm, or other appropriate units) is required to 

supply the main extension, the cost of such special facilities may be included in 

the advance, subject to refund, as hereinafter provided, along with refunds of the 

advance of the cost of the extension facilities described in Section C.1.a. above  (N) 

   except as specified in Section C.1.e. below. (N) 
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C. 1. c. In lieu of providing the advances in accordance with Sections C.1.a. and C.1.b., the 

applicant for a main extension shall be permitted, if qualified in the judgment of the utility, 

to construct and install the facilities himself, or arrange for their installation pursuant to 

competitive bidding procedures initiated by him and limited to the qualified bidders.  The 

cost, including the cost of inspection and supervision by the utility, shall be paid directly by 

applicant.  The applicant shall provide the utility with a statement of actual construction 

cost in reasonable detail.  The amount to be treated as an advance subject to refund shall be 

the lesser of (1) the actual cost, or (2) the price quoted in the utility’s detailed cost estimate.  

The installation shall be in accordance with the plans and specifications submitted by the 

utility pursuant to Section A.5.b. 

d. If, in the opinion of the utility it appears that a proposed main extension will not, within a 

reasonable period, develop sufficient revenue to make the extension self-supporting, or if 

for some other reason it appears to the utility that a main extension contract would place an 

excessive burden on customers, the utility may require nonrefundable contributions of plant 

facilities from developers in lieu of a main extension contract. 

If an applicant for a main extension contract who is asked to contribute the facilities 

believes such request to be unreasonable, such applicant may refer the matter to the 

Commission for determination, as provided for in Section A.8. of this rule. 

e. A special facilities fee for water supply will be included in the advance in lieu of any 

domestic water supply requirement covered under Section C.1.b.  

The fees are shown below. 

Service Size Facilities Fee 

⅝-inch ............................................................................................................... $    1,030.00 

¾-inch ............................................................................................................... $    1,545.00 

1-inch ................................................................................................................ $    2,575.00 

1 ½-inch ............................................................................................................ $    5,150.00 

2-inch ................................................................................................................ $    8,240.00 

3-inch ................................................................................................................ $  15,450.00 

4-inch ................................................................................................................ $  25,750.00 

6-inch ................................................................................................................ $  51,500.00 

8-inch ................................................................................................................ $  82,400.00 

10-inch .............................................................................................................. $118,450.00 

 

This fee is applicable to all subdivisions requiring a main extension except those extensions  serving four or 

fewer residential lots or equivalent single-family dwelling units.  The fee shall apply  to every connection by 

all individuals or entities that apply for more than five connections in an 18-month period. 
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C. 1. f. 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 AVR’s pre-purchase of Replacement Water from the 

Mojave Water Agency (MWA), or for AVR to acquire water rights should they become 

readily available.  Pre-purchased Replacement Water purchased from MWA will be 

capitalized by AVR and amortized to expense over a 40–year period consistent with the life 

of the advance contract.  The Supplemental Water Acquisition Fee will be calculated as 

follows:* 

Residential developments $5,665 per lot 

Commercial, Industrial, or 

other developments $5,665 per equivalent average 

residential water use based on  

the water use of a similar business 

or facility. 

 

Applicants will have the option to either: 1) pay the entire fee at the time of completion of 

the main extension at the current rate; or 2) pay the fee for each lot, or equivalent, at the 

time the meter is set, subject to whatever changes to the rate or nature of the fee are in effect 

at that time. 

 

* Development for which use of water rights is provided for under the Water Supply 

Agreement between AVR and Jess Ranch Water Company are exempt from this fee. 
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C. 2.  Refunds 
 
  a. The amount advanced under Section C.1a, C.1.b, C.1.c, C.1.e., and C.1.f  (C) 

shall be subject to refund by the utility, in cash, without interest, to the party or  
parties entitled thereto as set forth in the following two paragraphs.  The total  
amount so refunded shall not exceed the total of the amount advanced and for 
a period not to exceed 40 years after the date of the contract. 
 

b. Payment of refunds shall be made not later than June 30 of each year, beginning  
the year following execution of contract, or not later than 6 months after the 
contract anniversary date if on an anniversary date basis. 

 
c. Whenever costs of main extensions and/or special facilities have been advocated 

pursuant to Section C.1.a., C.1.b, or C.1.c., the utility shall annually refund to the 
contract holders an amount equal to 2 ½ percent of the advances until the principal 
amounts of the contracts have been fully repaid. 

 
Whenever costs of special facilities have been advanced pursuant to sections C.1.b.,  
or C.1.c., the amount so advanced shall be divided by the number of lots (or living 
units, whichever is greater) which the special facilities are designed to serve, to 
obtain an average advance per lot (or living unit) for special facilities.  When 
another builder applies for a main extension to serve any lots for which the special 
facilities are to be used, the new applicant shall, in addition to the costs of his 
proposed main extension, also advance an amount for special facilities.  This 
amount shall be the average advance per lot for special facilities for each lot to  be 
used less 2 ½ percent of the average advance for each year in  which refund have 
been due and payable on the original contract, prorated to June 30, or the contract 
anniversary date on a monthly basis. 
 
The amount advanced to the utility by the new applicant shall be immediately 
refunded to the holder of the original contract, which included the cost of the special 
facilities, and the original contract advance will be reduced accordingly.  The utility  
will thenceforth refund 2 ½ percent annually on each of the contract amounts, as 
determined above, to the holders of the contract. 
 
Advances and refunds based on additional builder participation will be determined 
in a similar manner. 
 
In no case shall the refund on any contract exceed the amount advanced. 
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E. Income Tax Component of Contributions and Advances Provision 

1. Contributions in Aid of Construction (CIAC) and Advances in Aid of Construction (AIAC), 
collectively referred to as (“Contributions”) shall include, but are not limited to, cash, services, 
facilities, labor, property, and income taxes thereon provided by a person or agency to the 
utility.  The Contributions shall be based on the utility’s estimates.  Contributions shall consist 
of two components for the purpose of recording transactions as follows: 

a. Income Tax Component gross-up factor (ITC), and 

b. The Balance of the Contribution (Balance of Contribution). 

2. The ITC shall be calculated by multiplying the Balance of Contribution by the  ITC factor of: 

Contributions subject to federal  
taxation only  15.0% 

Contributions subject to federal  
and California taxation  21.0% 

3. The tax factors are established by using Method 5 as set forth in D.87-09-026 in I.86-11-019. 

4. The formula to compute Method 5 includes the following factors: 

a. State Franchise tax rate of 8.84% 

b. Federal Income tax rate of 21.0% 

c. A discount rate of 7.35% 

d. A pre-tax rate of return of 9.43% 

e. Cost of debt of 4.71% 

f. Return on equity of 9.35% 

g. Capital ratio (debt:equity) 43:57 

h. Net to gross 1.39 

5. The ITC factor has been derived from the corporate rate and it will remain in effect until the 
utility’s tax-related rates change to the extent that the gross-up rate would increase or 
decrease by five percentage points or more.  When and if that occurs, the utility will file an 
advice letter showing the new rates and cancel out this sheet.   
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6. In the event that the Utility collects a gross-up using an incremental tax rate that   (N) 

is more than its incremental tax rate as determined on a taxable year basis,  

without consideration of a tax credit or tax loss carry forward, the difference 

between what was and what should have been collected will be refunded to the 

Applicant. (N) 


