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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF' CALIFORNIA 

In the Matter of the Application ) 
of THOMAS H. POR.'XER. and PEGGY ) 
A. PORTER, husband and wife, as ) 
eo-owners of the Grizzly Park ) 
Water Company, for authorizati.On) ) 
to extend Water Service beyond 

Application No.. 51439 
(Filed October 22,. 1969'; 
Amended November 24, 1969) 

the limits of the Grizzly Park ) 
Subdivision. ) 

-------------------------) 
OPINION ____ iIIIIIIIIIo~_ 

This application was filed on October 22,. 1969',. by 

Thomas R. Porter and Peggy A. Porter, dba Grizzly Park Water Company) 

for authori~y to extend water service beyond the limits of the 

Grizzly Park subdivision. Applicants were required to request 

au.thority to extend to a contiguous area only because of the re­

striction of ordering paragrapb. 2 of Decision No. 67748" dated 

August 25, 1964 in Application No-. 46501, the decision authorizing 

the establishment of the utility. Paragraph 2 of thisdeeision 

stated: 

"Applicants sball not extend or furnish 
water service outside their certific~ted 
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 the·· 

Grizzly Park area. 

The staff h.':s submittec a report of an inV'c,stigation 

which is hereby ineorpo=aeed in:o the record ~s Exhibit 1. A copy 

of the report has been forwarded to applicants. 
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Applicants presently serve Grizzly Park Unit No. 1 

(Decision No. 67748, supra) and Unit No. 2 (Decision No:718SS 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 on either side of the community of 

Grizzly Flats, El Dorado County, about 22 miles ESE of Placerville. 

Uni~ No. 1 contains 150 acres and is. subdivided into- 122-

residential lots. Units Nos. 2, 3 and 4 contain 251 acres and are 

subdivided into, I:>ne commercial lot and 439 residential lots. Units 

Nos. 2, 3 and 4 are east of Unit No.1. 

The subdivision is lot-type and there are presently only 

22 active residential services and one commercial service as of 

October 31, 1969. Most of these are in Unit No. 1 witllin the present 

service a1:ea. 

The requested additional service area is shown in the map 

attached to the application as Ex..."dbit 1. !t is located in Sectiocs, 

15 and 16 of T9:-t) R13E Mount Diablo Base and Meridian and is. between 

and contiguous to the utilityf s two present service areas; it con­

tains about 370 acres,. There are approximately 300 lots. which 

ultimately can be developed'in this requested service area. The­

utility presently has definitive plans. for serving only G:izzly Park 

Unit No. 5 which is a subdivision of 33 lots contiguous to and north 

of Unit No. 1 and is within the requested ,service area. Applicants 

are presently designing a transmission main to' connect their two 

service areas. TentativelY,it is to be constructed along the road 

connecting the two areas through the community of Grizzly Flats and 

also some unsubdividcd land owned or controlled by applicants. 
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The requested service area also fncludes' a' £ewdwellings 

in Grizzly Flats. It can be inferred from the verified application 

that there is neitber an investor nor publicly owned water system 

in the community. 

There are two sources of water supply for this system. 

One is a well of 28-gpm capaciey located in Uni1: 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 El Dorado 

National Forest and spills its unused water into String Canyon, 

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 has never been operated as a public utility. Applicantsnow 

have acquired 72.51. 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 the ditch 

water. 

Water for Unit No. 1 is obtained from the Eagle Ditch. and: 

after £ilter1ng and chlorination is pumped into a 100,000-gallon 

steel storage tank. The rapid sand filter bas a capacity of 30 gpm 

and is'designed to automatically backwash when necessary. 

Water for Unit No. 2 is obtained from both the 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 tanks 

in Unit No. 2 are approximately 90 feet higher in elevation than the 

storage tank in Unit No.1. Ihe 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 ~et 

the requirements of General Order No. 103, '~les Governing Water 

Service Including Minimum Standards for Design and Construction". 

The well and the installed facilities to treat and store water from. 

the ditch source of supply will produce an adeq,uate supply of water 

for approximately 415 cuseomers. Applieanes plan to, make additions 

to the filtering capacity in sufficient time to,meet the future 

requirements of the water system. 

In Unit No. S the facilities will include 33 serv1ees~ 

approximately 3,375 feet, of 6-ineh Class 150 asbestos-cement pipe, 

and five£ire hydrants. 

Applicants propose to finance the cost of water facilities 

in Unit No. 5 from proceeds of special assessment bonds. Special 

assessment bonds also were used to finance construction of water 

facilities in Units Nos. 1 and 2, so that at the present time 

virtually all of applicants t plant has been eontrib~ted. The staff 

believes that this wil~ not in itself cause any additional pro~lems 

in this instance) because assessment bond financing will not require 

depr~ciation accruals or cash refunds as would otherwise be the 

ease if financing had been under the main extension rule. 

The basic principle of assessment: bond financing, ulti­

mately re~ults in the donation of the capital cost of the system by 

that portion of the public enjoying the service rendered. Our 
I 

accounting rules require that plant acquired froe .a related subdi-, j 
j 

vider ~bich bas been financed by assessment bonds be treated as a 

contX'lhution ~eyers Water Co., 62 P.U.C. 590). Since no refund.s 

I 

1 
j 
I'· 

could logically be made to the parent subdividers in such a situa­

tion, such plant will never appear in the utility's rate base and, 

the customers will not be required eo pay eieher -ehe depreciation 

charges or a return on the capital which they themselves have con­

t=ibuted. However, in the event that a public en'tity were- to attcmt?~ . " 

to acquire the system by eminent domain~ it is possi~le that the­
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utility would be entitled to claimcompensation~ ... f?X' .plant thus 

financed. The duty to pay compensation woul~normally,beborne by 

that portion of the public who originally paid~the assessments or 

their successors. Ordering paragraph 5 is-intended to prevent such 

an anomaly. 

The ap;?lication 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 showing. that the as'sess­

ment for such facility will be borne equally by all properties 

benefiting. 

Recently) the Commission has begun to require the estab- , 

lisbment 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 would be 

appropriate for the extension.requested in this application. Mr. 

Porter) by a letter filed December S) 1969, expressed no opposition 

to the establishment of a loss reimbursement fund with contributions 

of $50 per lot for each lot in Grizzly Park Subdivision Unit No. 5 

sold or transferred. This fund wo\!ld be used to cover out-of-pocket 

expenses of the utility to the extent that operating revenues are 

insufficient. Any unneeded amounts remaining in the fund 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 ho,lding period of 

loss reimbursement fund additions that maybe requested for future 

extensions. 
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Since the s~aff investigation shows an ade~uate water 

supply for development outside of Unit No.5, there would. appear no· 

cause under Sections 1001, 2708 and. 2710 of the Public' Utilities 

Code to limi~ applicant to construction only within Unit No. 5. 

Since it appears that we should permit expansion into, Grizzly Park 

Subdivision No.5, we should in this decision establish a loss reim­

bursement fund for covering the expansion authorized herein. 

The action eakeD. herein is for the issuance of a certifi­

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

sidered as indicative of amounts to be included in proceedings for 

the purpose of determining just and reasonable ra·tes.. 

Findings 

1. The applicants now have sufficient water to meet reasonably 

expected demands of their present and prospective customers and the 

restric~ion in ordering paragraph 2 of Decision No. 67748; dated 

August 25, 1964 in Application No. 46501 is no longer necessary. 

2. The use of assessment bond financing for in-tract facilities 

will not be adverse to the public interest if made subject to the 

conditions set forth. in orde:ing paragraph. No. S below. 

S. l'b.is water system can reasonably be- expected to experience 

a relatively long developmental period of low revenues compared to 

expected expenses for operations~ repairs) maintenance and replace-

ment of facilities. 

4. The community of Grizzly Flats is incl~ded in the requested. 

serviee area and has neithe:r an investor nor a publicly owne~ water 

system. With the restriction of Decision No. 67748.1ifte~this area 

may be included within'the utilityf s service are~ by means of a 
tariff filing :tn accordance with th.e Comm:tssion' s General Order 

No. 96-A. 
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Conclusions 

1. Applicants should be authorized to' serve only Grizzly Park 

Subdivision No.5 subject to' the terms and conditions set forth1n 

the ordering paragraphs below. 

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

rescinded. 

3. Applicants should be authorized to construct a connecting 

pipeline between the two present service areas. They will need 

further authority to utilize assessment bond financing for such 

coustruetion. 

4. Applicants, as the developer of a lot-type subdivision, 

should be required to establish a loss re~bursement fund sufficient 

to ameliorate any out-of-pocket deficits occurring during-, the, sub­

division's developmental period. 

ORDER -----

IT IS ORDERED tba t : 

1. Thomas R. Porter and Peggy A. Porter,. doing business as 

Grizzly Park Water Company, are granted a certificate of public 

convenience and necessity authorizing them to extend their facilities 

to serve Grizzly Park Subdivision No. S. 

2. Applicants are authorized to connect·the water system of 

Unit No. 1 to Unit No.2. 

3. Within ten days after the date service is first rendered 

to the public in Grizzly Park Subdivision No. 5 under authority 

granted herein~ applicants shall submit written notice thereof to 

this Commission. 
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4.a. Ap~lieants shall deposit in an interest-bearing specia,l 

account in a bank or savings and loan association, $-50 per lot upon 

the sale or transfer by them of any lot within Grizzly Park Subdi­

vision No.5. Such funds together with interest earned thereon shall 

be used only for paying expenses properly chargeable to the below­

named 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 
Account 507.2 
Account 726 
Account 735 
Account 736 
Account 734 

Property Taxes 
Payroll Taxes 
Power 
Operation & Maintenance, Materials 
Operation & Maintenance, Contract Work 
Operation & Maintenance, Emp,loyee Labor 

All references to this ordering paragraph are to the appropriate 

portions of Uniform. System of Accounts for Class D t-later Utilities,. 

effective January l~ 1966, which publication is incorporated herein 

by reference. Applicants may also,. if authorized in advance by tti1:s 

Commission, apply the fund or any portion thereof to replacement Of .. ' , 

plant facilities authorized to be constructed herein. 

b. Applicants are relieved of the obligation to deposit and: 

may have any remaining funds returned to them when, with the exten­

sions authorized herein, system revenues for a calendar year have 

exceeded by 20 percent the total of system expenses in the above-'. 

listed categories. 

c. Applicants shall, not later than March 3:1 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 filed main' 

extension rule to finance in tra~t facilities. in the new serv:tce area, 

-8-



A.5l439 NB */Mjo* 

with the exception of the facilities authorized in ordering. para­

graph 2, by assessment bonds subject to the condition that if the. 

facilities so financed are ever purchased or taken by eminent 

domain by any public entity, the proceeds. of the disposition of 

such facilities shall be held in trust for the benefit of 

the owners of the land assessed. to be disposed of as a ~ourC 

of compe~ent jurisdiction shall direct. Applicants shall 

record the cost of plant financed with the proceed's of special 

asse.ssment bonds in appropriate plant accounts,. with a contra' 

credit to Account 265, Contributions in Aid of Construction. 

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 serviee 

area maps, to provide for the application of its present tariff 

schedules to Grizzly Park Subdivision No.5. Such filing shall 

comply with General Order No. 96-A. The effective date of the 

revised tar:i.ff sheets shall be four days after the d~te of filing. 

7.. Ordering paragraph 2 of Decision No. 67743, dated' 

August 25, 1964, in Application No. 46501, is rescinded. 

8. Applicants shall prepare and keep current the system map, 

required by paragraph I.10.a. of General Order No. lO~. Within 

.sixty days after the facilities to serve Grizzly' Park Subdivision 

No .. 5 have ~ p,lo.ee:<r in o~ra'tion under the ,Quthority.granted 
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hereiu~ applicants shall file with the ,Commission, two copies of', I the 

map_ 

The effective date of this order shall be twenty days 

after the date hereof. 

Dated at ___ -..;;;;Los~~ __ ;...~_CS __ t California~ this Z~ 

day of ____ ~A~P.:.:.R.:.::lL=__ __ t 1970 • 
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