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sectston no. 77035 ~ ORIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF‘CALIFORNIA

In the Matter of the Application
of THOMAS H. PORTER and PEGGY

A. PORTER, husband and wife, as
co-~owners of the Grizzly Park
Water Company, for authorization

)

)

§ Application No. 51439
to extend Watex Service beyond §

D,

(Filed Octobex 22, 1969;
Amended November 24, 1969)

the limits of the Grizzly Park
Subdivision.

OPINION

This application was filed on October 22, 1969, by
Thomas H. Porter and Peggy A. Porxter, dba Grizzly Park Water Company,
for auvthority to extend water service beyond the limits of the
Grizzly Park subdivision. Applicants were required to request
authority to extend to a contiguous area only because of the re-
striction of ordering paragraph 2 of Decision No. 67748, dated
August 25, 1964 in Application No. 46501, the decision authorizing
the establishment of the utility. Paragraph 2 of this decision

stated:

"Applicants shall not extend or fuxnish
water service outside their cexrtificated
area boundaries without authority first
having been obtained by further order
of this Commission."

In addition to their operations as a water utility
applicants are also the subdividers of the various units of thef
Grizzly Park area. & 7

The staff hos submitted a report of an imvestigation
which is hereby incorporated inso the record as Exhibit.l;“A‘cdpy‘

of the repoxt has been forwarded to applicants.
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Applicants presently serve Grizzly Park.Unit‘No, L

(Decision No. 67748, supra) and Unit No. 2 (Decisién Nof 71888 in
Applications Nos. 48352 and 46501,dated January 24, 1967). Applicant
has by contiguous extension expanded from Unit No. 2 to Units Nos. 3
and 4. The two areas are located om either side of the_community\of'
Grizzly Flats, EL Dorado County, about 22 miles ESE of Placerville.

Unit No. L contains 150 acres and is subdivided iato 122
residential lots. Units Nos. 2, 3 and 4 contain 251 acres and are
subdivided into one commercial lot and 439-residéntialvlcté.‘vUnits
Nos. 2, 3 and 4 are east of Unit No. 1.

The subdivision is lot-type and there are presently only
22 active residential sexvices and one commercial service aé of
October 31, 1969. Most of these are in Uait No. 1 within the present
sexrvice area. |

The requested additional service area is shown in’che'mapf‘
attached to the application as Exhibit 1. .It is located inSections;
15 and 16 of T9N, R13E Mount Diablo Base and Meridiam and is between
and contiguous to the utility's two present service areas; it con-
tains about 370 acres. There are approximatéiy 300 lots which
ultimately can be developed in this requested sexvice area. The
utility presently has definitive plans for serving only Grizzly ?ark
Tanit No. 5 whkich is a subdivision of 33 lots contiguous to and north
of Unit No. 1 and is within the requcstéd service area. Appliicants
are presently desiguniag a transmzssion nain to connect their two
sexrvice areas. Tentatively, it is to be constructed along the road
connecting the two areas through the community of Grmz~ly F ats and

1so some unsubdivided land owned ox controlled by appl cants.
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The requested service area also incfudes*a‘féw"dweilings
in Grizzly Flats. It can be inferred from the verified applicacioh
that there is neither an iavestor nor publicly-ownéd-water'system~
in the community. | |

Thexre are two sources of water supply for thisrsysteh.
One is a well of 28-gpm capacity located im Unit No. 2, Lot 19.

The primary source of supply for both areas is the Eagle Ditch. The
ditch diverts water from numerous springs located in the ElL Dorado
National Forest and spills its unused water into String Canyod,
which is west of Unit No. 1. The Eagle Ditch is a water conduit
into which various owners have, since 1879, diverted water for
domestic, stockwatering, mining and irrigation uses. The Eagle
Ditch bas never been operated as a public utility. Applicants now
have acquired 72.57 ownership of the Eagle Ditch water right which,
based on an estimated minimum flow of 900 gpm, entitles them to
divert 652 gpm. It is necessary to filter and chlorinate thé ditch
water.

‘ Water for Unit No. 1 is obtained from the Eagleunitch and
after Liltering and chlorination is pumped into a 100,000-g#llon
steel storage tank. The rapid sand filter has a capacity of 30 gpm
and is designed to automatically backwash when necessary.

Water for Unit No. 2 is obtained from both thé well and
the ditch. Water from the ditch is filtered and chlorinated and
then pumped into two steel storage tanks, one of 100,000-gallon
capacity and the other holding 200,000 gallons. The storage taﬁks
in Unit No. 2 are approximately 90 feet higher in elevaﬁion than the

storage taank in Unit No. 1. The water supply is sufficient to serve

both the existing and requested serving_areas.
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Both Unit No. 1 and Unit No. 2 distribution systems weet
the requirements of General Order No. 103, 'Rules Governxng,water
Service Including Minimum Standaxds for Design and Construction'.
The well and the installed facilities to treat and store wate:_frdm |
the ditch source of supply will produce an adequate’supply-of water
for approximately 415 customers. Applicants plan to make additions
to the filﬁéring capacity in sufficient time to meet the future
requirements of the watexr system.

In Unit No. 5 the facilities will include 33 services,
approximately 3,375 feec of 6-inch Class 150 asbestos-cement pipe,
and five fire hydxants.

Applicants propose to finance the cost of water facmllties_
1n Unit No. 5 from proceeds of special assesswent bonds. Special
assessment bonds also were used to fimance constructzon of water
facilities in Units Nos. 1 and 2 so that at the present time
virtwally all of applicants’' plant has been contributed. The Staff
believes that this w111 not in itself cause any additional problems
in this iastance, because assessment bond financing will not require
depreciation aceruals or cash refuads as would otherwmse be the
case if financing had been under the main extension rule.

The basic principle of assessment bond financing ulti~
mately results in the donation of the capital cost of the system by
that portion of the public enjoying the sexrvice rendered. Oui

accounting rules require that plant acquired from a related subdi-.

contr:butxon (Meyers Water Co., 62 P.U.C. 590). Since no refunds |

could log;cally'be made to the parent subdividers in such a situe- |

1

|

|

vider which has been financed by assessment bonds be treated as a 3
|

|

E

|

tion, such plant will never appeaxr 1n the utility's rate base and
the customers will not be required to pay either the deprecmatzon
charges or a return on the capital whlch they themselves. have con~
tributed. However, im the event that a public ent;ty‘we:e to. attempt
to acquire the system by eminent domain, it is possible that'thgg

A ‘ '
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utility would be entitled to claimfcompensationﬁfgrLplagt"thus
financed. The duty to pay compensation would: normally be borme by
that portion of the public who originally paid. the assessments oxr

thelr successors. Orxdering paragraph 5 is- intended to preveht such

an anomaly.
The application is not entirely clear as to whether appli-
cant seeks to finance the transmission main by assessment bonds.

We cannot authorize such financing without a showiag that tke assess-

ment for such facility will be borme equally by all prqperties

benefiting.

Recently, the Commission has begun to reduire the estab- .
lishment of loss reimbursement funds for lot-type water systems to
cover the estimated excess of expenses over revenues during develop-
mental periods. The establishment of such a fund based on a con-
tribution of a designated cash amount for each lot sold'ﬁqtld be
appropriate for the extension requested in this application. Mr.
Porter, by a letter filed December 8, 1969, expresse& no opposition
to the establishment of a loss reimbursement fund with contributiogs
of $50 per lot for each lot in Grizzly Park Subdivision Unit No.v5 
sold or transferred. This fund would be used to cover dut-of—pécket
expenses of the utility to the extent that operating revenues are
insufficient. Any unneeded amounts remaining in the furd would be
returned to Mr. Porter as developer at the end of five years. The
staff supports this solution with the understanding that it shall
not be considered as a precedent for the amount or‘hoiding perio& of
loss reimbursement fund additions that ﬁay'be requested‘for future

extensions.
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Since the staff investigation shows an adequate water
supply for development outside of Unit No. 5, there wouid'appéar no
cause undexr Sections 1001, 2708 and 2710 of the‘?ublic Utilities |
Code to limit applicant to construction only within Unit No. 5.
Since it appears that we should permit expansion‘intb-Grizzly'Parkv
Subdivision No. 5, we should in this decision establish a loss reim-
bursement fund for covering the expansion authorized herein.

The action taken herein is for the issuance of a certifi-

cate of public convenience and necessity only and is not to be con-

sidexed as indicative of amounts to be included‘in‘proceedihgs'for
the purpose of determinming just and reasonable rates.
Findings

1. The applicants now have sufficient water to meet reasonably

expected demands of their present and prospective customers and the
restriction in orxdering paragraph 2 of Decision No. 67743 dated
August 25, 1964 in Application No. 46SOl'is no longer necessary.

2. The use of assessment bond financing for in-tract faciiicieé
will oot be adverse to the public interest if made subject to the
conditions set forth in ordering paragraph No. S5 below.

3. This water'system can reasonably be expected to experience
a relatively long developmental period of low revenues éompared to
expected expenses for operations, repairs, maintenance and replace-
ment of facilities. | _ o h

4. The community of Grizzlx_F}ats is included in thé requested: 3
service area and has neithex anfinvestof nor a pubiicly owned water
system. With the restriction of Decision No. 67748.1if£éd,this*ar¢a
may be included within the utility's sexvice area by means of a
tariff filing in accordance with the Commission's Generai Order -
No. 96-A.

-6-
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Conclusions

1. Applicants should be authorized to serve only Grizzly;Pagk‘
Subdivision No. 5 subject to the terms and conditions set forth in
the oxdering paragraphs below. ‘

2. Ordering paragraph 2 of Decision No. 67748 should be
rescinded. |

3. Applicants should be authorized to construct a conneéting'
pipeline between the two present service areas. Tbey'will need
further authority to utilize assessment bond financing for such
construction.

4. Applicants, as the developer of a lot-type subdivisidn,
should be required to establish a loss reimbursement fund sufficient
to ameliorate any out-of-pocket deficits occurring during;thé’sub?

division's developmental period.

IT IS ORDERED that:

1. Thomas H. Porter and Peggy A. Porter, doing business as
Grizzly Park Water Company, are granted a cextificate of.public
convenience and necessitf authorizing them to extend their facilities
to serve Grizzly Park Subdivisioﬁ No. 5.

2. Applicants are authorized to connect the water'syétem of

Unit No. 1 to Unit No. 2.

3. within ten days after the date sexvice is first fendered‘

to the public in Grizzly Park Subdivision No. 5 under adthority'
granted herein, applicants shall submit written nctice tbereof‘to

this Commission.
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4.a. Applicants shall deposit in an interest-beariﬁg;speciai

account in a bank or savings and loan association, $50Vper'lot upon
the sale or transfer by them of any lot within Grizzly Park Subdi-
vision No. 5. Such funds together with interest earmed thereon shall
be used only for paying expenses properly chargeable to the below-
naned account categories and only to the extent that the total of
such expenses exceeds the total gross revenues of the utility system
in any calendar year:

Account 507.1 Property Taxes

Account 507.2 Payroll Taxes
Account 726 Powex

Account 735 Operation & Maintenance, Materxrials
Account 736 Operation & Maintenance, Contract Work
Account 734 Operation & Maintenance, Employee Labor
All refexences to this ordering paragraph are to the appropriate
portions of Uniform System of Accounts for Class D Water Utilities,
effective January 1, 1966, which publication is incorporated hef@in '
by xeference. Applicants mayalso, if authorized in advance by t:h'i’s
Commission, apply the fund or any portion thereof to replacementlbf;,
plant facilities authorized to be constructed herein. |
b. Applicants are relieved of the obligation to deposit a@df
may have any remaining funds‘returned to them when, with the extéﬁ;
sions authorized herein, system revenues for é calendar year have
exceeded by 20 percent the total of system expenses in the above~
listed categories.
¢. Applicants shall, not later than March 31 of each year,
furnish the Commission with an accounting of all additions to and
disbursements from the fund.
5. Applicants are authorized to deviate from their ££1ed main

extension rule to finance in tract facilities in the new service area,
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with the exception of the facilities authorized in~ordefing.para?
graph 2, by assessment bonds subject to the condition that if‘the._
facilities so fimanced are ever purchased or taken by eminent
domain by any public entity, the prbceeds of the diéposition of
such facilities shall be held im trust for the benefit of

the owners of the land assessed, to be disposed of as a couxrt
of competent jurisdiction shall direct. Appliéants shall

record the cost of plant financed with the proceeds of special
assesswent bonds in appropriate plamt accounts, with a coutra
credit to Account 265, Contributions in Aid of Constfuction.
Applicants are prohibited from paying refunds on such plant.

6. After the effective date of this order, applicants are
authorized to file revised tariff sheets, including_tariff service
area maps, to provide for the application of its present taxiff
schedules to Grizzly Park Subdivision No. 5. Such filing shall
comply with Gemeral Oxder No. 96-A. The effective date of the
revised tariff sheets shall be four days after the date of fili@g.

7. Ordering paragraph 2 of Decision No. 677&8, dated
August 25, 1964, in Application Neo. 46501, is rescindédl

8. Applicants shall prepare and keep current the system map
required by paragraph 1.10.a. of General Order No. 103.  Within

sixty days after the facilities to sexrve Grizzly Park Subdivision

No. 5 have boen placed in operation wader the authority@gr;hted'
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herein, applicants shall file with the Commission two copies of the
nap. ' |
The effective date of this order shall be twenty days

after the date hereof.

Dated at Los Angeles , California, this."zpé -
day of APREL ,» 1970.
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Comissionez‘;sfil B




