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OPINION

This is a joint application filed by California-Pacific
Utilitics Company (hereinafter referred to as California-Pacific)
and the City of Napa (herxeinafter refexred to as City).in which the
applicants seek an order authoxrizing Califcrnia-Pacific to sell its
Napa Junction Watexr System to City and to discontinue its public
utility water service in Napa County.

A duly mnoticed public hearing‘was held in this matter
before Commissiomer Grover and Examinmer Jaxvis at Napa onﬁMbréh 25,
26 and 30 and April 10, 1964. The matter was submitted subject to
the £filing of a late~filed exhibit and bricfs which have been

- recelved,
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The Napa Junction system is located in an unincorporated
area south of City. It had 865 sexrvice conmmections in February of
1964. The system was formerly operated as a unit which also
1ncluded California-Pacific's Benicia-Solamo Watex System.‘ In
DQCLSLOQ No. 63326 in Application No. 43973 issued on February 26,
1962, the Commission authoxrized the transfer of the Benicia-Solano
poxtion of the system to the City of Benicia. Califormia-Pacific
has no independent source of water supply for the Napa Junction
system., The water distributed in the system is purcbased-from.Cify
under a contract which cxpireé in 1970. On Scptember 3, 1963, City
and California-Pacific entered into the agreement here under con-
sideration whereby City agreed to purchase the Napa Junctiqn system
for $260,000, subject to certain adjustments. On May 7, 1963, the
electorate of City approved a $330,000 bond issue which included
funds to be used for acquxrmng the system.

At the time the Benicla-Solano system was sold to the
City of Bemicia, the Cagliformia-Pacific employees who operated the
entire system became employees of the City of Benicia. At the same
time the City of Benicia entexed into an agreement with California~
Pacific whereby the City of Bemicia agreed to take over the opera-
tion and normal maintenance of the Napa Junction system. The
operation and maintenance contract had a provision which permitted
termination by either party upon the giving of appropriate notice.
The City of Benicia,gave the requisite notice and terminated'ﬁhe
agreemeﬁt as of March 31, 1964. California-Pacific and the City
of Napé entered into a similar.agreement conmencing April 1, 1964,

The agrecment has a 90-day termination provision. City has indi-

cated that it comsiders this agrcenment as an incexim.measuxe
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pending the outcome of this proceeding. Qity will terminate the

agreement if this applicetion is not gramted, In such event, it

will becoxe necessary for Californila-Pacific to hixe persomnel to
operate and maintain the Napa Junction siStem.

The following entities appeared at the hearing and pro-
tested the granting of the épplication: American Canyon Coumty
Water District (hereinafter referred to as Amexrican Canyon), County
of Napa (hereinafter referred to as County), American Canyon Fire
District (hereinafter referred to as Fire District), Southern Napa
County Association (hereinafter referred to-as‘Aséociation), Napa
County Farm Bureau and Califormia Farm Bureau féderation (herein~
after jointly refexrred to as Farm Bureau) and the-Angwiﬁ‘Chamber'of

Commexce.

The primary recasons given by the protestants for opposing

the application are that, 1f it be granted, City would be in a
position to control the devélopment of southern Napa County, the
water rates in the Napa Junction area would be increased, the resi-
dents of the Napa Junetion area would haﬁe‘no effective means to
protect themselves against possible future arbitrary action
respecting rates or sexvice by City, American Canyon should be the
entity to serve the area and development of a coumty water plan
would be inhibited, In addition to the geheral position of all the
protestants-—thét'the application be denied-=County requested that
the proceeding be delayed for a period of three yeaxs to permit
AmericanvCanyon, i€ possible,‘to acéuire the system. Amcriéan
Canyon takes the position that, if the transfer is authotiéed, the
Comnission should make certain comditioms, alleged to be in the

public interest, a prerequisite to such tramsfer.
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Protestants contend that 1if City acquires the'Napa'Juné-
tion system it would comtrol the development of southern'Népa
County. It is orgued that by exercising such control City could,
by withholding water sexrvice, thwart developments which would benefit
the area or the county aé.a vhole, City asserts that its record
ovexr the years demonstrates that it has always cooperated in helping
with the development of the Napa Junction area, as indicated by
City previously revising its water supply contract with California-
Pacific to provide the additional water necessary‘to-enablé-a new
industrial plant to be located in the axea. City and California-
Pacific contend that, regardless of the question of the City's good-
faith intexest in the development of the Napa Junction axea, this
point 15 not relevant to the proceeding because City would take the
system subject to the same public utility obligations presemtly
resting upon Californla-Pacific. The Commission believes this
contention to be correct and determinative of this issue,

I£ City acquires the Napa Jumetion system it will hold the
system subject to the same public utility duties andvqbliéations now

imposed on California-Pacific. (South Pasadena v. Pasadena Land &

Watexr Company, 152:“(_2'-31. 579, 593; People ex rel, City of Doﬁmez Ve

' Downey County Water. District, 202 Cal.. App. 24 786, 796-97; Exrwin

v. The Gaze Canal Co., 226 Adv, Cal. App.-.253.) 'Amcmg these obliga-
tions is ome to moke reasomable extensions of water sexvice in the

area. (Lukrawka v. Spring Valley Watex Co., 169 Cal. 318.)

At the hearing various protestants expressed the concern
that if City cequired the -Napa Jpnction system it would require

prospective future water users to execute agreements not to oppose

annexation as a condition for receiving water service. All the
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parties agree that at the'present time, as a practical matter, it
is pot possible for City to anmex any of the area encompassed in the
Napa Junction system. The record discloses that City has by offi-
cial action delineated an area conmsidered to be annexable; that

- before water sexvice Is extended to anyome in the annexable area
he is required to execute an agrecment not to oppose ammexation;
that the Napa Junction system is outside the anmexable area, and
that no ammexation ogreement would be xequired for sexrvice and none
is ever contemplated. We need not dwell at length‘upon this point.
The evidénce shows that the fears of the protestants are not Justi-
fied, In addition, even if City wexe to‘atteﬁpt to change its
position on this score it could not do so. Under_the‘autﬁo:ities
hexretofore cited, City could not impose a more onexous burden for
receiving water sexvice than now is required by Califbfnia—?acific.

(South Pasadena v. Pasadena Land & Watexr Company, supra; People ex

rel, City of Downev v. Downey Coungy‘Water District, supra: Erwin

v. The Gaze Canal Co., supra.)

It is clear from!the forezoing that if City acquires the
Napa Junction system it will have the same duties and obligations
now imposed on California-Pacific, amd City could mot advexsely
affect the development of the area by arbitraxry manipulation‘of-the
water supply.

Association and other protestants contend that the appli-

cation should not be granted because if it is granted the customers
of the Napa Junctior system will have their watex rates immediatély
increased, The record indicates that a customer using am ave;age“
amount of water (ap?foximatély 1,200 cubic feet perxr month) pajs'

$5.91 per month to Califormia-Pacific for watex sexvice. City has
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two rate schedules for water service; an "inside" rate which applies
to watex users whose service comnections are within the city limits
and an "outside" rate which applies to water users whose service
connections are outside of the city limits. The outside rate is
higher than the inside rate. ,City presently hasAapproxiﬁatély

2,000 customers outside the c¢ity limits and the—outside‘ratevis
uniformly applied to them. City proposes to apply the outside rate
to the Napa Junction system. On February 17, 1964 the Napa City
council passed 2 resolution which states that:

"BE IT RESOLVED, by the City Council of the City of

Napa, that the City of Napa agrees that in the event
of its acquisition of the Napa Junction Watex System
which is presently owned by Califoxnia-Pacific
Utilities Company, the City will assume and discharze
all public utility obligzations of Califormia-Pacific
Utilities Company relating to water sexvice from
sald water system and will not unfairly discriminate
in the matter of rates or s¢rvice between consumers
sexved from sald water system and other persons
receiving water sexvice from the City of Napa.'

If the outside rate is applied, a customer using an
avexage amount of water would pay a monthly bill of $6,91,

City and Califormia~Pacific contend that the foregoing
compaxison of rates should not receive any weight because California-
Pacific's present rates are unreasonably low, CaliforniafPaCific
states that if thic application is denied, it will immediately apply

to the Commission for authority to increase its rates, At the

beaxring California-Pacific introduced evidence which indicatedlthat

it considered a 6.5 pexcent rate of reCurd reaéonable for the Napa
Junction system; that in 1963 its xate of return was 3598¥p¢rcent§
that if the opexative and malntenance contract is terminated by
City and California-Pacific must itself operéte and maintéfﬁ}the
system its rate of return would be 2.96 pexcent and that 1f its

rates were Increased to provide for a 6.5 percent rate of return,

LY
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the monthly charge to a customer using an average amount of water
would be $7.57.

While the present difference in rates between City's
outside rates has some significance, it 15 not critical. If the
applicatlion is mnot approved and City terminates the operating and
nmaintenance contract, California-Pacific would need to eﬁpl&y a
staff‘to operate the Napa Junction system, thereby increasing
operating expenses., While we dotnot pass upon the specific figures
proffexred by California-?acific, it appears that 1f it xetains the
system some rate adjustment might be warranted, Furthermoxe, the
contract between City and Califoxmia~Pacific for supplying water
to the Napa Jumction system explres im 1970, If the contract is
renewed the price of water may be increased. If£ the contract is
not remewed, or if there is any question about its beinz xenewed,
California-Pacific will be compelled to seek, oxr develop, another
water supply, 1f any is &vallable, The present City outside xate
has ﬁot been shown to be dnxeasonable. The indications axe that
the differential between it and the present California-Pacific raﬁe
will be diminished i1f not eliminmated in the future. If the Napa
Junction system {s transferred to City the people living in the
axea will be assured of adequate water sexvice fox thé foreseeable
future., The Commission deems this point more significant than the
present difference in rates hexetofore discussed.

Protestants next contend that i1f the Napa Junction system
is transferred to City the residents of the area would have no
effective means of protecting themselves against possible future

arbitrary action by City relating to rates or sexvice. It is

argued that the system would be controlled by the Napa City Council,
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and that the Napa Junction residents would have mo voice in selecting

members of the council, As indicated, City would take the system
subject to the public utility duties and obligations of California-
Pacific, and no action by the city coumcil couid altex oxr change
these duties and obligations. It is true that in the first instance
‘matters relating to water sexvice would be passed upon by City.
However, these actions aré subject to review by the superior court,

(Fellows v, City of Los Angeles, 151 Cal, 52; Ruthexrfoxd v. -

OrovilledWyandotte Irr. Dist., 218 Cal. 242; Henderson v, Oroville-

Wyandotte Irxr. Dist., 207 Cal. 215; Durant v. City of Beverly Hills,
39 Cal. App. 2d 133.) | |
Association contends that the Napa Junction system.éhoﬁld
not be tramsferred because it would prefer régulation by this Commis-
sion to review of sérvice and ratg matters by the supexior court.
A mere preference between two adequate'modes of.protecting.tbe_rights
of the customers in the Napa Junction area is entitled to little
weight, when consideréd in the 1izght of the entire recordjdevelbped'
herein. ’h ' L | ,‘
AmericanlCanyon contends that it is the entity which
should eventualiy frgvidelﬁatei sexrvice to the area.;_it was formed
in 1961 primarily to @rovide sani#ation facilities;,,ihe boundaries
of American Camyon are mot as exﬁensive-as,thgse of the Napa Junction
system, but it has authority to render sexvice outside'of“its
boundarieé. At the hearing evidence was adduced to‘indiéate‘that
at that time the distxict had no funds to'provide for the engiﬁeeriﬁg
or comstruction of any facilities; that a bond issue to provide £of
$345,000 of genmeral obligation bomnds to be used only'for the

construction of sewage facilities had failed to pass in November of
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1962;'that certain lands had subseéuently been eliminated from the

district, and that amother bond election to provide funds for the

comstruction of sewage facilities was pending before the electorate.
| There is conflictinglevidénbe in the recoxd, but it

indicates that the tax rate in the Amerxican Canyon axea is eithex

$9.69 or $10.64 pex $100 of assessed valuationm, Witnesses on behalf

of the distxict testifiedfthat in oxder to develop a water system
American Canyon would~éttempt to get federal funds to provide for an
engineering report and feasibility study to provide watex setvice‘
for the district and that If water sexvice were deemed féasiﬁlg,
American Canyon.wduld attempt to get a loan umdex thé-Davist:ﬁnsky |
Act from the State Department of Water Resources, Ameriéén‘Cahyoﬁ
admits that it would not construct any water distribution‘féciiities
initially, It proposes to take over the Célifornia—?acific\faéili-
ties and then expand the distribution system. There is, however,
considerable doubt whether Davis-Grumsky fumds, if available, can be
used for the purchase of an existing private public,utiiitygwater
system. In addition; the consulting engineer who testified in
behalf of American Canyon indicated that no work on aSpecifi§ water
- system had been dome; that he had no idea of the estimated coét of
constructing a watex distributioﬁ systen for the diséricﬁ; thét he -
had not developed any preliﬁinary cost estimates of thexcapitéi”
required for Amcrican-cényon to be in a position to‘réndef:water
sexvice; and that he could not make any assumptioms tespéétihg
prospective rates for water service because thexe is no certain
souzree of water for the distrlct at the present time., A di:ector of
American Camyon also testified that if a Davis-Grunsky Loan wexe

obtained, it would be necessary for the district to secure a L0-yeor
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moratorium and pay only the interest until th¢ district became large‘
enough to make payments on the principal.

It is apparent from the foregoing that the probability of
American Canyon being able to acquire the Napa Junction system in ,'
the next few yecrs is highly speculative and conjectural. The
Cormission is of the opinion that such a wemote possibility should
not be pexmitted to defcat the tramsfer hexre under coﬁsideratidh,

Although this decision does not rély—on this'point, it
should be noted thét at the hearing City indicated that the pfesent
policy of the City is that at such time as Americam Cagyonvor an
incorporated city in the Napa Junctionm arca had an adequate separate
water source and financial ability to purchase the system,'City
would favorably consider selling iﬁ to such purchaser,

After the matter was submitted, American Canyom filed a
"Petition to Set Aside Submission and Re-Open Proceedings fox the
Taking of Additional Evidence”. City and Califormia-Pacific oppose
the gtanting of the petition. The petition'avers\that ifythe pro-
ceeding Is reopened American Camyon could prove tﬁat the scwerx bond‘
election, which was pending at the time of the hearing, resulted in
the clectorate authorizing $275,000 in gemeral obligation bonds for
the construction of sewers, that it had £iled withxthis Comﬁission
~ Application No. 46698, which 1s a petition of the second class
setting forth the district's imtention to submit to its voters a
proposition to acquire the Napa Junction syséem.and xequesting the
Coﬁmission to £ix the just compensation under such circumstaﬁcés;
that the Department of Watexr Resouxces had determined that American

Canyon is a public agency ¢of the type definced in the Davisfcrunsky

Act and that the project, insofar as it pertains to the‘replaccment*
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of old facilities and comstruction of mew works, is an eligible
project as defimed in the Act,

The Commission has carefully considered the petition to
reopen and finds that the evidence which Amexican Canybn seeks to
present, if established, would not affect the disposition of this
matter.

Finally, protestants contend that the 3ranting‘of‘this
applicaticn would inhibit the development of a County water p1an.
There is no merit in this conténtion. It appears that there.is a
local contzoversy im Napa County involving City's participation in
¢certain phases of the State Watexr Plan. Counzy, through'the‘Napa
County Flood Control and Water Conservation District, has contracted
with the State to take a maximum of 25,000 acxre fect per year from |
the Noxth Baj Aéueduct, which is to be comstructed by 1980. Coﬁnty
1s obligated to make capital inercment and txamsporxtation éayments
undexr the contractQ However, the contract is not f£financially
feasible unless City takes 50 percent of the water supplied Byithe
State. City has not agreed to do this, and has indicated it is
explbring the possibility of obtaining a different souréefof\suppiy
for future water neecds. Also, it appears that Coﬁnty and'tEeIFarm
Bureau gave support to the passage of the bond issuc,_enabiipg.City'
to secure the funds to purchase the Napa.Junction system, with the
hope that if City acquired the system it would import watex ﬁmﬁn
the City of Vallejo and make City water available to other greas in
the-Coﬁnty.. |

| The Commilssion is not the proper forum to resolve #uch

disputes between City and County over water <development matters.

Where .appropriate, the Commission will consider and give weight to
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the impact of a prospective transfer on‘the development and use of
watexr resources in the arca. 7This is mot such a case, The record
discloses that the water needs of the Napa Junction system amount
to 450-500 acre feet per year, City pfesently supplics that amount
and is obl‘gatéd under comtract, to do so until 1970. Denial of
thls apolxcatlon would have no effect until at least 1970 on the
source of the watexr supply for the Napa Junction oyotem. It would
not compel Napa to make its water available elsowhere; Denilal of
the application would, however, cast douot about the,futuio'source
of water for the area. Denial would also cause Californio-Paoifio
to employ persomnel and perhaps make capital xmproVEments whxch
would not be necessaxy if the system is transferred to City.

Various conditions precedent requested by American‘Canyon
if a transfer is authorized deal with matters of 1e¢a1 rigﬁts
hexetofore discussed, There is mo need for such conditlons. Othex
requested conditions are not warranted, No other points requiro
discussion. |

The Commission makes the following findings end
conclusions.,

Tindinzs of Fact

1. The proposed transfer of the Napa Junctionﬁsystem fxom
California-Pacifle to City is mot adverse to the public interest.

2. WNo good xeasom has been shown to set aside submission ond
reopen the proceeozng. N :

Concluszonu of Law

1. The application should be grantod as hereinafter provided.

2, The "Petition to Set Aside Submlsaxon and Re-Open Pro-

cecdings foxr the Taking of Additiomal Evidence’ should be‘denio&.
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ORDBDER

IT IS ORDERED that:

1. Within'one yeaxr aftexr the effective date of this order,
California—Pacific Utilities Company may sell and tramsfer its Napa
Junction Water System to the City of Napa In accozdance with the
terms and conditions of the ""Contract of Purchase' executed by the
parties on Septembexr 3, 1963, which is attached to the application
as Exnibit C, as amemded only with respect to termination déte;:
This authoxity shall mnot be effective until the City of Napa fi1es
with the Commission a stipulation that, as to the éervice, :ules‘
and rates it will apply in the sexvice area of the syétem.herein‘
authoxized to be transferred, Lt will no:‘discriminate between
scrvice rendered outside thc'city limits of Napa and servicévxen—
dered within sald city limits, oxcept incofar as it ma& adjﬁct such
outside rates and chargés to offset any Yeasonable tax burden sus-
taihed by water users within the city in providing for‘the'OPeration
of the ﬁunicipal‘water system.

2. On or before the actual date of tramsfexr Califorﬁi;- o
Pacific Utilities Company shall refund all customcrs' deposits-which
are subject to refund. Within ten days thercafter, California-
Pacific Utilitics Company shall advise the Commission, in writing,
that such refunds have been made.

3. Within ten days of the actual tramsfer, California-Pacific
Utilities Company shall notify the Commission, in writing, 6f the
date upon which the transfer was consuﬁmated. |

4. Upon completion of the sale and transfer herein authorized

and all of the terms and conditions of this orxder, Califo:nia-?écificf
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Utilities Company shall stand xelieved of its public utility obli-
gations and lisbilities in comnection with the utility system
herein authorized to be tramsferred.

5. The "Petition to Set Aside Submissiom and Re-Open
Proceedings for the Taking of Additional Evidence"” f£iled by the
Amexican Canyon Coumty Water Distwict is hereby denied,

The effective date of this oxder shall be twenty dayé
after the date hercof, |

Dated at San Francisco , California, this
/37 day of ______ OCTOBER , 1964, | |

‘ Commissfbhgrs',f |

Commisslomer Goorze G. Grover, being
nocoscarily absent, did not participate
in tho dic po..,i'r.d.on of this procoeding. L




