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Coeiiew 530 QRIGIRAL
BEFORE THE PUBLIC UTILITIES comxssxo& OF THE 'smmox.'v_vv-mﬁcm"_* L

Irg t(ﬂ{c)e Igatti.r of the %p lication N

° earl Friesen a Angwin

Watexr Company) for an Order Autho- Application No. 53359
rizing the Transfer of Veility (Filed May 26, 1972)
Property and (2) the Silveraco - : ‘
Lakes Water Company (a California ’
corporation) for an Order Autho-
ri:i:o;g the Issuance of Stock.

Clifford W. Schulz, Attorney at Law, for MacDonald,
elson eck, Inc.-Murphy, Pulice, Associates,
Inc., and Silverado Lakes Water Company; and

James ¢. Richmond, Attommey at Law, for Pearl
. esen; applicants.
William G. Fleckles, Attormey at Law, foxr

Chamber of Commerce; and Charles A. Holmes, for
the City of Napa; protestants.

Stephen W, HackettE Attorney at Law, for the County
° a; and Rooert H. Zeller, Attormey at Law,
for the City oF St. Helena, Interested parties. .
William C. Bricca, Attorney at Law, J. J. Gibbons, and
J. E. Johnson, for the Commission staff.

OPINION

Introduction - n ‘ S
By this application, filed May 26, 1972, Pearl Mesen'and
Silverado Lakes Water Company (applicants) seck an order authorizing:

1. The transfer of the assets of the Angwin Water Company from
her late husband, Dick R. Friesen, to Mrs. Friegen.

2. The transfer of the assets and certificate of public
convenience and necessity of Angwin Water Company from Mrs. Friesen
to the Silverado Lakes Water Company (Silverado Lakes), a corporation.
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3. The issuance of 16,300 shares, or such other number of
shares as may be authorized by the Commission, of $10 par value
capital stock of Silverado Lakes to Mrs. Friesen in exchange for
the assets of the Angwin Water Company.

At one of the hearings held on the application, it was
agreed by the parties and the examiner that the application also
should be comsidered as requesting authority to transfer all of the
shares of Silverado Lakes from Mrs. Friesen to MacDonald, Nelson &
Heck, Inc.-Murphy, Pulice, Assoclates, Inc., a joint venture (the
joint venture), as required by Section 854 of the Public Utilities
Code as added by Statutes of 1971, Chapter 1373,

The Boaxd of Supervisors of the coumty of Napa, by reso-
Iution, and the Angwin Chamber of Commerce (Chamber), by lettex,
requested a hearing on the proposed tramsfer. After due notice, four
days of public hearing were held before Examiner Boneysteele, two at
Angwin and two at the Commission's offices In San Francisco. The
mattexr was submitted om November 6, 1972, subject to £iling of a
brief by Silverado Lakes, which brief has been received. The
Commission also accepted comments on the brief by the Chamber and
a response to the comments by Silverado Lakes. '

Sexrvice Area

Angwin Water Company is a fictitious name umder which

Mrs. Friesen has continued the water utility operation of herself and

hexr late husband. The utility sexves the unincorporated commmity of
Angwin aad vicinity, located about eight miles northeast of the city:
of St. Helena, Napa County. There are presently 350 metered sexvices
and, in addition, approximately 100 wmauthorized users who have
comected their wmits to the metered service conmections. These
irregular connections, sexved contrary to the utilityl!s filed tariff
Rule No, 19, are knowm 1oca11y as '"MUE's," the acronym standing for
"multiple wnit hous



' | ) "

A. 53359 ei

The main sexvice area comprises approximately two square
niles on the westexly slopes of Howell Mountain adjacent to, but
ot including, Pacific Union College. The utility also serves the
16-acre Champion tract, located about two miles southwest of the
main service area, near the St. Helema Sanitarivm, The Champion

‘systen 1s supplied from the Angwin system by a 2-inch transmission
nain. | '

Historical Background

The isgues involved in this proceeding, which are somewhat
more complicated than those encountered in most utility transfers,
become clearer when comsidered in their historical context. - For
this reason, a more detailed review of the history of the gystem
than otherwise could be justified will be included fn this opinion.

Past decisions of the Commission concexrming this utility,
which were Incorporated by reference into the record of this pro-
ceeding, indicate that the initfal works of the system, consisting
of springs and a pipeline within and adjacent to the White Cottage
Ranch on Howell Mountain, were installed about 1870 by a Mr. Goetche
and 2 Mr. Hemne, who served water to neighbors until the great
eaxthquake of 1906, when the springs failed. In 1911, some of these
consumers made arrangements to obtain water from Pacific Union
College. | | o o

Dick Friesen purchased the White Cottage Ranch in 1930 and
continued the distribution of water to his nefghbors, In 1931 he
drilled a well and developed new springs to meet increased demands
of additional customers. Over the years following he constructed
six earth-fill dams to impound mmoff water from the ranch, and in
1945 he drilled new wells, which since have been abandoned as .
nonproductive. | ' o
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In 1948 Friesen acquired facilities owned by the college
and used by it to supply water service to some 70 homes near its
campus. In 1949 he completed the intercommection of the two Angw:t.n
systems. A_

In 1955 Friesen filed Application No. 36736 by which he
sought a certificate of public convenience zad necessity for the
Angwin system and requested, upon allegation of a limited water
- supply, that he not be required to serve additional customers.
During the course of the hearings on the application, Case No. 5683
was opened by the Commission on its own motion when %t became evident
that Friesen had supplied water through one meter to a J. H. Champion,
who, in turn, supplied a number of persons with water, for compen-
sation, in the Champion tract located near the St. Helena Sa.n:‘.tarim.

The application and case were heard on a joint record and
the resulting Decision No. 53765 dated September 18, 1956 granted
Friesen a certificate for both the Angwin and Champion systenms.
Friesen was oxdered to limit water service to individual applicants.
No new or additional subdivisions or multiple unit housing comnec-
tions (the MUH's) were to be served without a showing that an
adequate water supply was available for both consumers then being
served as well as for the additional connections requested.

Angwin Chamber of Commerce, in February of 1957, filed a
complaint against Friesen, Case No. 5910, requesting that, because
of inadequate water supply, Friesem be ordered not to furnish water
to mew or additional customers. In March of 1957 Friesen acquired
title to the Champion system and on March 27 he asked that, with
some modification, the Commission issue an order as as requested in the

complaint. In August of 1957 he filed a petition to reopen:
Application No. 36736 and Case No. 5683.
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Hearings on all of these matters, together with a matter -
involving a comtract with the college, were held on a consolidated
record at Angwin on April 17 and 18, 1958. 1In Decision No. 57751
dated December 16, 1953 the Commission found that all of Friesean's
watexr facilities, including six lakes, identified as Red, Newton,
Granite, Whitehead, Orville (also known as Oroville), and Deer, had
been dedicated to public utility service. It also found that
Friesen's water supply had about reached its capacity to serve ade-
quately his existing customers and ordered Friesen to limit sexvice
to active service comnectlions as of April 5, 1958, plus a group of -
15 potential customers.

The opinion portion of Decision No. 57751 concluded w:f.th
the following significant admonition:

"It may also be pointed out that if the interests of
g roperty holders in the community demand a more

ete service than Friegen can furnish as a
privately owned public utility, it may be necessary

and desirable to form a district or other organi-
zation with more adequate financing to import water
from other and more remote sources in greater.

quantities than can be obtained from Friesen's
limited watershed."

On May 26, 1961 Friesen filed Application No. 43443 alleging
~ that a contxact with the college, whereby Friesen agreed to deliver
annually a maxdmum of 20 acre-feet of wate.r, had expired. Friesen
further alleged that Deer Lake, Orville Lake, the watershed land
txibutary to Deer and Orville Lakes, and a pipeline from Deer Lake
to a watercourse above Orville Lake, had only been used to provide
water to the college. Friesen requested that the Commission determine
' that the properties described wexre no longer necessary or useful for
his public utility duties and asked for authority to give the Deexr
Lake Reservoir, together with appurtenant watexr rights and a parcel

of land surrounding it, to his daughter, Bettie Cooksley, fo..- her
Y'private nonutiliw purposes.' '
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By Decision No. 62277 dated July 18, 1961, the Commission
found that Deer Lake and Orville Lake were no longer necessaxy for
the rendering of public utility service by Friesen and that the use
and usefulness of those reservoirs in the performance of Friesen's
duties to the public had ceagsed. The decision relieved Friesen of
all further public utility obligations and lisbilities insofar as
water storage and delivery of water from the two reservoirs were
concerned and authorized the transfer of Deer Lake, together with a
parcel of land surrounding it, to Bettie Cooksley. Friesen was also
authorized to assign to Bettie Cooksley, for diversion and storage
in Deer Lazke, an smount not in excess of 26.45 acre-feet per annum
of the water of Angwin Creek, or a tributary thereof. Recoxds of the
Comndssion indicate that the deed evidencing the transfer was filed
in 1961, pursuant to the order, and copies of the journal entries
reflecting the transfer of the properties were submitted. |

Decision No. 62277 did not discuss the possibility of using
watex from Deer and Orville Lakes to ameliorate the water supply
situation for the Angwin system and to relax oxr 1lift the restr:(ction
against serving new customers. "

The record in this application shows that. Fr:‘.esen d:l.ed in
Napa County on April 25, 1962, leaving to his w:t.fe, Pearl Friesen, his
share of the White Cottage Ranch and the Angwin water system. _

No further matters involving Angwin Water Company came
before the Commission until the filing of this apial:{.‘cat:[on. Mrs.
Friesen, who is now an eldexly woman, has moved to I'ﬁ.lton-Freewater,
Oregon, near Walla Walla, Washington. Mxs. Friesen continues to do
the accomnting and billing, but the physical operation of the system
is conducted by ber son-in-law, Tom Watson.
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On July 26, 1971 Mrs. Friesen entered into an agreement to
sell the 3,600 acres comprising the White Cottage Ranch, togethex
with the Angwin Watex Company, to the joint venm::e.. Applicants met
the problem of separating the water utility property from the
remaining assets by establishing a corporation to accept the water
utility facilities. Commission approval of the transfer of utility
properties was made a condition of the escrow. Silverado Lakes Water
Company was formed and Application No. 53359 £iled. Prior to sign:tng
the agreement of sale, Mrs. Friesen reacquired the Deer Lake prop-
erties from Bettle Cocksley in exchange for a note and these
properties are included in the sale to the joint venture.
2ublic Hearings

At the hearings applicants presented five witnesses; Angwin
Chamber of Commerce, two; and the Commission staff, two.. Statements
were delivered by Assemblyman Dunlap, by the county counsel of the
comnty of Napa, and therepresemtatives of the cities of St. Helena
and Napa. In addition, opening statements were made by counsel for
applicants, the Chamber, and the Commission stgff (staff) ..

The public officials expressed their concern that develop-
ment of the watershed of the utility could have an effect on the
water supplies of other commmities. They all opposed any separation
of the watershed lands from utility ownership. In addition, the city
attorney of the city of Napa read a letter which stated that the city,

by formal council action, opposed the application.
Nature of Parties

The joint venture is an undertaking of a general contractor
and land developer, MacDonald, Nelson & Heck, Inc., and a firm of civil
engineers, Muxphy, Pulice, Associates, Inc., who have had expexience

in land development, and specifically in developing rec::ea.t:ional-type
subdivisions.




A. 53359 el

Silverado Lakes, as mentioned above, is a corxporation
organized to acquire Mrs. Friesen's water utility properties and
accomplish their separation from the ranch. The officers of Silverado
Lakes axe officers in the firms comprising the joint venture.

Tke Chamber, despite its name, has no commercial members
but functions as a commmity association and sponsors a volunteer fire
department. Although it nominally represents about 330 families, at

the time of the hearings the Chamber had 106 paid-up members.
Issues

Except for the city of Napa, which city presented no
evidence, there appears to be no opposition to the transfer, per se.
The concern of the staff and Chsmber seems to be how the sale of the
White Cottage Ranch would affect the water supply of the community
of Angwin. Intertwined with this issue is the related issue as to

what extent the land and water rights of the White Cottage Ranch have’
been dedicated to public utiiity watexr sexvice.

It Is the position of applicants that four of the ten
reservolrs on White Cottage Ranch have been dedicated to public use
and should be transferred to the new corporation. These. reservolirs
are Whitchead, Red, Newton, and Granite. Applicants are also of the
position that the watershed lands draining into these reservoirs
should be retained by the White Cottage Raach and that compatible
nonutility opexations should be permitted on the watershed land. The
integrity of the lands would be guaranteed by including suitable
restrictions reserving their condition to that of open space in its
natural state, pem:?.tt:‘.ng norseback riding, hiking, and pienicking
without prior appreval cf the State Department of Public Health and
the Public Utilities Commicsion or any govermmental agency b.aving
authority ovexr the use of such lands.
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The staff and Chamber recommend that all watershed lands
and all lakes and ponds used or useful in providing water service be
included with the water utility assets as a condition of approval of =
the transfer. This would require the transfer of a total of ten lakes,
cousisting of the four uncontroverted lakes (Whitehead, Red, Newtom,
and Gramite), the two lakes found not be to required for utility
puxposes (Deer and Orville), and four additional lakes that have
not been an Issue in past proceedings (Cooksley, Doe, Fawn, and
Henne) .

Several minoxr issues are also involved. The staff seemed
concerned that the agreement of sale provided that Mrs. Friesen was
to take back a note in exchange for transferring the shares of stock
to the corporation. The staff also recommended that all "irregular oxr
MUE" commections be metered. Both gtaff and the Jjoint venture agree
that the restriction on new customers should be continued.

The staff was also concermed, on the basis of financial
Statements submitted with the application, that the buyexs might not
be f:.nancia.lly capable of caxrying out their plans.

The Chamber expressed concern that only the land comprising
the dam sites is proposed to be transferred in fee and that the
reservoir sites are only proposed to be granted as easements to over-
flow, to flood, and to cover the sites with backwaters created by
the dams. o ~

The Chamber also suggests that "if it is the intent of the
prospective purchaser to utilize the watershed land for wmdefined
recreationsl uses, the Califormia Public Utilities Commission has no

choice but to require an environmental impact study under Publ:tc
Resources Code Sectiom 21100."
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Summary of Evidence

: A witness for the joint venture, a registered civil engi-
neer, testified that the entire watershed supplying,the7Angwin system
comprises 518 acres, of which 420 lie within the White~Cottage'Ranch.
The watershed directly tributary to the four uncontrovertedilakes

amounts to 208 acres of which 159 are within the boundaries of the
ranch.

This witness further testified that the Angwin'system usage
averages about 1,700 cubic feet per month per metered service, which
converts to about 172 acre-feet per year. The recorded rainfall
averages about 35 inches per year, with a median of 33 inches and a
minfmum, recoxded in 1923, of 13 inches. Allowing for seepage and
evaporation, approximately 236 acre-feet of runoff will be required:
to supply the 172 acre-feet to the system. If about 29 inches or
more rainfall is received, the 208 acres directly tributary to the
four lakes will generate the runoff necessary to supply the water
system.

In dry years it is necessary to draw on the remaining
watershed. At the hearing applicants volunteered not to store water
in Deer and Cooksley Lakes until Red, Whitehead, Granite, and Néwton
had been filled to capacity. ‘ |

It was established that the total capacity licensed by the
State Water Resources Control Board for the four lakes is 200 acre~
feet. Since some of the usage of the system will take place during
the rainy season, it will be necessary to store only 195 of the 236
acre~feet of runoff required. It has been the experience of the
operator of the system, Mrs. Friesen's son-in-law, over the 20 years
that he had operated the system, that, with the exception of Cooksley;
the reservoirs were drawn down about one-half in the summer.

Under the ranch operation the watershed was used as part of
a working dude ranch. Cattle and horses were pastured and the land
was used for horseback riding. The so-called "irrigation and recre-
ation” fakes, those.other than the four used for utility'purposes,_
were used for fishing and swimming, and camping was permitted beside
Lake Orville.

~10=
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The joint venture made several concessions at _the hearing
which apparently were designed to make the proposed transaction more
acceptable to the protestants and the staff. They offered to pay
cash, instead of giving a note for the stock of Silverado Lakes.

One of the witmesses for the joint venture, also a
registered civil engineer, testified that the service problems at
Angwin were due to low pressures and inadequately sized mains, rather
than shortage of supply. He offered in behalf of the joint venture
to invest $100,000 in storage, pumping, and distribution facilities
which he felt would alleviate sexvice problems to a considerable
degree. He also testified that installing meters on the multi-unit
housing connections would increase flows in the pipes and "could be
extremely detrimental to the system'’.

The joint venture does not propose to donate the $100,000 as
a contribution in aid of comstruction but rather as a capital invest-
ment to be included in the utility's rate base. Depreciation, return,
and taxes associated with such an investment could result in an
increased revenue requirement of $3.00 or more per customer, per month.

The joint venture intends to provide a managex from Murphy,
Pulice, Assoclates, Inc. and to retain Mrs. Friesen's son-i.n-law as
operator of the system,

The intentions of the joint venture in purchasing the
Friesen property are not apparent from the recoxd. Originally at a
public meeting at Angwin, xrepresentatives of the joint venture stated
that they intended to subdivide the ranch into 200 parcels. At the
bearing however, the joint venture stated that they had suspended
such planning and were considering other uses, ranging from the
planting of vineyards, to cluster developwents, to large 1$arce1
development.

The staff presented two witnesses, a financial examiner and

a registered professional engineer, who had collaborat:ed on a joint
report which was received as an exhibit.
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The staff's engiﬁeering showing was directed to the conten-
tion that all ten lakes were "used and useful” in rendering public
utility service. The staff did not object to continuation of the
present uses of watershed lands, but did not explain how this could
be accomplished should the watershed lands be transferred to Silverado
Lakes. |

The staff engineering witness also urged that all the
irregular or multiple unit housing connections be metered to conform
to the utility's filed tariffs. '

The staff, in the financial portion of its report,. and in
the financial examiner’s testimony, expressed concern as to the
adequacy of the joint venture's fipances. Although the staff
questioned the method of valuation of certain assets, it did not,
after the receipt of an updated balance sheet, ‘oppose the transfer
on a financial basis.

The Chamber presented a registered civil engineer who _
testified as to the extent of the watershed. His testimony generally
paralleled that of the Joint venture's civil engineering witneqses
as to the area of the drainage basin of the lakes.

The Secretary of the Chamber testified as to the nature of
his organization. He also reported that he had made a review of the
tax bills for Mrs. Friesen's property and did not find the water
utility to be separately stated from the other Friesen property.

 Discussion of Issues and Evidence

It is clear from the evidence that only the four lakes,

Red, Whitehead, Granite, and Newton, have been unequivocally dedicated
to public utility operations. There is no convincing evidence that
Deer Lake and Orville Lake have been rededicated to utility operations
since their release by the Commission. Neither is there a convincing
showing that the remaining four lakes, Cooksley, Doe, Fawn, or Henne,
have ever been dedicated to public use. To the contrary, it appears
from the testimony and from past decisfons that the Friesens have,
over the years, consistently avoided using these reservoirs. for public
ut{lity purposes.

-12-
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It is also clear that the four utility lakes are adequate,
albeit by a narrow margin, to supply the exdisting water supply
requirements of the utility's presently coonected customers. The
watershed tributaxy to the four lskes is adequate to provide the
necessary runoff in all but dry years, years with a rainfall below
29 inches. In such years, water from the remaining watershed will
become available for utility purposes.

There Iis no evidence that the watexrshed was ever used
exclusively for public utility purposes. The recoxrd indicates that,
also to the contrary, it has been continuously used for gemeral ranch
purposes. There does not appear to be any basis now to require that
fee title of the land be conveyed to the utility. (Del Mar Water,
Light, & Power Co. v Eshleman (1914) 167 Cal 666, 679-680; Allen v
R. R. Comm, (1918) 179 Cal 68, 89.) All that is reasonably required
is that the watershed be kept available for its historic purpose to.
provide runoff to the reservoirs. It is the usual case for water
utilities not to own the watershed lands providing their supply.
Indeed that is the case at Angwin at the present time; 49 acres of the
watexrshed tributary of the four utility xeservoirs lie outside of the
White Cottage Ranch. The fact that Napa County sent one tax bill for
all of Friesems' taxable properties does not, as urged by the Chamber,
indicate to us any intent by the Friesens to dedicate the entire White
Cottage Ranch, or even just the watershed, exclusively to public
utility water sexvice.

We are persuaded that applicants' proposal that the water-
shed be protected by suitable deed restrictions is reasonable, and we
will not require conveyance of the watershed lands, in fee, to
Silverado Lakes. Nor will we accept the condition that the proposed
covenant rumning with the land be subject to modification with the
approval of the Commission, the Department of Public Health, or any
other govermnmental agency. The use of the lands as a watershed should
be secure and should not, from time to time, be the subject of pro-

ceedings before various govermmental bodies, to the consternat:’.on ofn
the customers of the utility.

w]l3-
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The purpose of the joint venture in granting the reservoix
sites as overflow and flood easements instead of fee appears to be so
that these sites can be included to satisfy open space requirements of
local planning agencies. All that we are concerned with is that their
use for public utility purposes is protected. So long as an easement
furmishes that requirement, we will not require fee ownership, when no
corresponding benefit of fee ownership has been shown.

We do not share the concern of the staff over the joint :
venture's finances., Although Murphy, Pulice, Assoclates, Inc. did not
present a particularly impressive balance sheet, its unvalued assets,
the talents of its principals, were amply demonstrated by their per-
foxmance at the hearing. The updated balance sheet for MacDomald,
Nelson & Heck, Inc. indicated a reasonably adequate financial
condition. We think that the staff's concern was the reaction of
gimlet-eyed financial examiners, accustomed to the prosaic original
cost concepts typical of utility valuation, to a more free wheeling.
"fair market" valuation aimed at impressing lending officers of
financial institutions. We agree with the Chamber that, despite the
optimistic assumptions displayed in their financial statements, the
participants in the joint venture have the financial resources to
acquire control of and operate the water system. |

We see no particular advantage for the consideration paid by
the joint venture to Mrs. Friesen for the stock in Silverado Lakes to -
be in cash. Indeed, if the comsideration should be in the form of a
note, and the joint venture not succeed with its uridertak:[ng. in the
Angwin area, under the note and pledge agreement securing the pur-
chase, the water utility would come back to Mrs. Friesen and hexr
fanily, who would be, in that event, the best qualified persoms to
operate it. We will not require cash consideration for the stock as
a condition of transfer.

The proposal that the joint venture invest $100, 000 in
utility plant appears advantageous. Improvement of the gystem is
obviously required and it is doubtful whethexr the resouxces of the
present owner, or her probable successors in ownership, would ever
be sufficient to permit the financing of such improvements.

“1bm




. . ‘

A. 53359 el

The order which follows will authorize the issuance of stock '
to acquire the system and Include an authority to issue an additional
$100,000 of common stock for cash. The order will be conditioned on
the $100,000 being placed in an interest-bearing bank or savings and
loan accoumt and used for capital expenditures.

The Comnission is not impressed by the contention of the
joint venture that the utility not be required to meter the multiple
wmit kousing comnections. These conmections are a violation of
Section C of Angwin Water Company's filed Rule No. 18, Separate
Premises, Multiple Units and Resale of Water. The testimony of the
joint venture's witness to the contraxy, the existence of a class of
service such as this wnauthorized MUH service is not good water works
practice. It would be well for the new utility to start off on the
right foot, and the additional revenue obtained from minimum meter
charges should be sufficient to pay for the meters in 2 reasonable
time. o

Prudence dictates that the present restriction against new
customers be continued, except for separate metering of _preSent
irregular multi-unit housing customers, at least for the immediate
future, Silverado Lakes should be reminded, however, that they are
undertaking to serve, not just the existing customers, but the eatire
dedicated sexvice area of the utility, as shown on Original Tariff
Sheet No. 33-W, as filed by Angwin Water Company on February 26, 1957.

If the future should prove the opinion of the joint venture
to be correct that the problems of the Angwin system stem from low
pressures and inadequate mains, the Commission may modify or 1lift the
restyiction agalnst serving new customers within the sexvice area.
In that event, construction of new storage facilities may be required.

If the improvement of the distribution system does mot per-
nit the comnection of new customexrs, the community of Angwin will be
faced with the alternatives that we mentioned in 1958 in our Decision
No. 57751, and either accept the fact that no further growth is
possible or form some type of organization to import water into the
commumity. Unfortumately, sources of water that might have been
contracted for in 1958, through operation of the Califormia Water Plan,
may well be unavailable at the present.

«15-
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The Envirorment

Since submission of this-applfbation on November 6, 1972,
there have been substantial developments in the envirommental field.
Pursuant to amendments to the California Envirommental Quality Act
of 1970, (CEQA) effective December 5, 1972, (A.B. 889; Ch 1154, Stats.
1972, Pub. Res. Code Secs. 21082, 21083), the Secretary of the
Resources Agency adopted "Guidelines for Implementation of the
California Euvirommental Quality Act of 1970" (Guidelires). The
Commission than, on April 3, 1973, by Decision No. 81237 in Case
No. 9452, adopted Rule 17.1, Special Procedure for Implementation of
the California Enviromméntal Quality Act of 1970. (Preparation and
Submission of Enviroomental Impact Reports.) The consideration of
the cuviroomental question on this case must be considered within
the framework of CEQA, the Guidelines, and Rule 17.1. |

According to CEQA, Environmental Impact Reports (EIR's) are
Tequired for projects that may have a significant effect on the
enviromment.=’ The Guidelines define a project to fnclude an action,
' Teswlting in physical impact on the enviromment, that involves the

issvance of g legse permit, license, certificate, or- other entitlement
for use by one or more public agencies.2

The transfer being considered in this proceeding i{n itself
can be considered, with reasonable certainty, to be a project that
will not have a significant effect on the enviroment. According to
Section 15060 of the Guidelines, no EIR is required.

Y/ Public Resources Code Sec. 21100.
2/ California Aduninistrative Code Sec. 15037.
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The Commission recognizes that .the acquisition of Whit:e o
Cottage Ranch by the joint venture presages a change in the land use.
of the ranch. The Commission is oot, however, an agency which con~
trols zoning or land se planning. This jurisdiction rests with the
local planning commissions and boards-of supervisors, and no environ-

_mental issuve is ra:[sed until a specific proposal for change in land
use is brought before. such a body. When that event transpires, the
1°°&1 agency becomes the lead agency as defined in. the. Guidelines.3

The construction of additionmal facilities to alleviate
sexvice deficiencies, as proposed by the joint venture, does not
require the authorization of éhe Commission. No action by this _
Commission that could be considered to be a "project" as defined by
Cuidelives Section 15037 is involved. Should any local permit or
authority be required, the issuance of such permit could be considered
to be a "project” and the local agency granting such authority would
become the "lead agency” in preparing an EIR for the project.

The Commission must, however, according to Sectfons 21000
and 21001 of the Public Resources Code, consider all environmental
aspects of the whole transaction, including construction of the
contemplated improvements. After careful consideration of the
situation, we are of the opinion that the proposed comstruction will
assist in providing the people of Angwin with clean water and will
not be repugnant.to the letter and spirit: of CEQA.

3/ Section 15030.
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Findings

1. The xeservoirs kaown as Red, Whitehead, Granite, and Newton
bhave been unequivocally dedicated to public utility use.,

2. The reservoirs known as Deer and Oxville, previously found
‘not to be necessary for public utility use, have not been rededicated
to such use. - ' ‘

3. The reservoirs known as Cboksley, Doe, Fawn, andiHennef
are not now nor have they ever been dedicated to public utility use.

4. The four dedicated reservoirs are adequate to. provide
storage of water to meet the existing requirements of the utility s
present customers. ‘

5. The watershed tributary to the four reservoirs is adequate
to provide the runoff necessary to supply the existing water supply ‘
requirements of present customers in all years. with a rainfall of
29 inches and above. '

6. In a year baving,precipitation below 29 inches runoff
from the remaining watershed tributary to the ten 1akes considered
herein will be Yequired. o :

7. The watershed used to supply the Angwin.ﬂhter Company
system has never been dedicated exclusively to public utili:y water
supply purposes.

&. Use of the watershed for historically compatible nonutlllty
use is not adverse to the public interest.

9. Improvement of the transmission and distribution system
is required to bring the operation up to reasonable operating
standards.

10. All water users, includingz so-called multiple unit housing
connections, should be metered.

11. The restriction against service of new or additional
customers, other than those presently served (facluding MUH's) at
the effective date of this decision, should be continued until
modified oxr rescinded by order of the Commission.
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12. The transfer of the assets of the Angwin Water Company to
the Silverado Lakes Water Company, according to the. terums and ‘
conditions of this orxder, is not adverse to the public interest.

13. The issuance by Silverado Lakes Water Company of 16,300
shares of stock, for the purpose of acquiring, and 10,000 shares for

improving the water utility facilities of Angwin Water Company, is
not adverse to the public interest. |

14. The acquisition of control of the Silverado Lakes Water
Company by the joint venture of MacDonald, Nelson & Heck, Inc.-
Muxphy, Pulice, Associates, Inc. i3 not adverse to the public interest.

15. The retention by the joint venture of the watershed lands,
and of all lakes and reservoirs except the four found to be dedicated
to public use, is not, if protected by suitable deed restxictions and
covenants running with the land, adverse to the public uge. The deed
restrictions and covenants should preserve the quantity and quality
of water presently available for public utility use and resexve the
land in its natural state of open space for use for grazing, horse- -
back riding, hiking, and picnicking.

16. A legal description of the watershed lands, all dam sites,
and all reservoir sites, both utility and nonutility, should be filed
with the Commission. |

17. A report of the deficiencies of the water system and of
plans to correct the deficiencies should be filed with the Commission
within six months after assumption of control by the joint venture.

18. The joint venture has the financial resources and technical
ability to acquire control of and to operate the water system.

19. The money, property, or labor to be procured or paid for by
the issue of securities authorized by this decision is reasomably
required for the purposes specified in the decision and such purposes
are not, in whole or in part, reasonably chargeable to operating '
expenses or to income.

20. We are reasonably certain that the t:ransfer of the water

utility properties as authorized herein will not have a s:!.gnificant
effect on the enviroment. :
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21. The Commission is not the lead agency to authorize con-
struction of water utility facilities to sexrve the existing
certificated area.

22. The construction of water facilities to improve service,
as described herein, will assist in providing the people of Angwin -
with clean water and will not be repugnant to the letter and spirit
of the California Environmental Quality Act of 1970.

23. No Eanvironmental Impact Report is required
Conclusions

On the basis of the foregoing findings the Commission
concludes that the application should be granted as provided by .
the following order.

The ‘authorization herein granted shall not be construed as
a finding of the value of the rights and properties herein authorized
to be transferred noxr as indicative of the amounts to be included

in pxoceedings for the ‘determination of just and reasonable rates.

- IT IS ORDERED that: | |

1. The transfer of the interest of Dick Friesen in the water
system known as Angwin Water Company to Pearl Friesen, pursuant to
_the oxder and decree of distribution of the Superior Court of the
State of California, in and for the county of Napa, CC No. 12865
dated March 14, 1969, is hereby authorized.

2. On or after the effective date of this order, and on or
befoxe June 30, 1974, Pearl Friesen may sell and transfer to
Silverado Lakes Water Company, and the lattexr may purchase and acquire,
the public utility water system referred to herein; substantially in
accordance with the terms of the transfer agreemént, as amended,
Exhibits 9 and 10 in this proceeding, and as the agreement may
be further amended to comply with the conditions of this oxder.
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3. Silverado Lakes Water Company shall: file, within ten days
after the date of the trxansfer to it, a notice of adoption of the
presently filed rates and rules of Angwin Water Company, in accordance
with the procedure prescribed by General Order No. 96-A. No increases
in presently filed rates shall be made unless authorized by this
Commission. ‘

4. On or before the date of transfer to Silverado Lakes Watex
Company of the utility properties herein authorized, applicant Pearl
Friesen shall deliver to Silverado Lakes Water Company, and the lattex
shall receive and preserve all records, accounts, vouchers, memoranda,
and other papers pertaining to the acquisition, construction, and
operation of the propexrties herein authorized to be transferred.

5. On ox before the ead of the third month after date of the
actual transfer to Silverado Lakes Water Company authorized by this
decision, Pearl Friesen shall file with the Comm:.ssion, in the form
the Commission has prescribed for Class D water companfes, an annual
zeport relating to the operations of the Angwin Watex Company for the
period commencing with the £irst day of the current year to and |
including the effective date of transfer. .

6. Within ten days after the date of transfer, applicants
jointly shall file in this proceeding (2) a written statement showing
the date of transfer and the date vpon which Silverado Lakes Water
Company assumed operation of the water system herem authorized to
be transferred, and (b) a true copy of each agreement, comtract, deed,
or instrument of transfer of the water system and operating rights. =

7. Silverado Lakes Watcr Company may, for the purposes set -

forth in the foregoing opiniom, issue not- exceed:mg 26, 300 shares o:E
its $10 par value common stock
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8. The cost of the water utility plant being acquired by
Silverado Lakes Water Company shall be temporarily charged to
Ac. 100.8, Water Plant Purchased. Within six months of the date of
the acquisition Silverado Lakes Water Company shall file with the
Comnission for approval proposed journal entries to clear this
accoumt, as provided in the Uniform System of Accounts for Class D
Water Companies. | |

9. On or before the date of actual transfer to Silverado Lakes
Water Company, Pearl Friesen shall refumd all depogits, if any, which-
her public utility water customers are entitled to have refunded.
Any uwnrefunded deposits of public utility watexr customers shall become
the obligation for refund of Silverado Lskes Water Company. ‘

10. After ten days from notification of the Commission of the
transfer of the above-degcribed water utility properties to Silverado
Lakes Water Company, the joint venture of MacDonald, Nelson & Heck,
inc.-Murphy, Pulice, Associates, Inc. may acquire the stock and
assume control of Silverado Lakes Watexr Company. |

1l. Within ten days after the actual date of acquisition of
stock and assumption of contxol, In accordance with paragraph 10, the
joint venture shall so notify the Commission.

12. Within six months of the date of actual transfer to it,
Silverado Lakes Water Company shall file a legal description of (a)
all watexshed lands supplying the water system, geparately identi~
fying that portion of the watershed not within the present White
Cottage Ranch, (b) all dam sites, both utility and nonutility, and
(¢) all xelated reservoir sites, both utility and nonutility.

13. Within thirty days after acquisition of control by the: jo:'.nt
venture, Silverado Lakes Watexr Company shall undertake an investi-
gatlon to determine what improvements should be made to the water.
system and shall file with the Commission, within nine months after
the acquisition of contrcl, a report of the results of the investi-
gation and specific proposals for correction of gservice deficiencies.
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14. Upon completion of the improvements and correction of
service deficilencies, but in no event later than two years after
acquisition of control by the joint venture, Silverado Lakes Water
Company shall file two copies of the water system map required by
paragraph I.10.a. of General Order No. 103.

15. Upon compliance with paragraphs 4, 5, 6, and 9 of this
oxder, Pearl Friesen shall stand relieved of all further public
utility obligations in commection with the operation of the public
utilicy properties and operating rights herein authorized to be
transferred.

16. Silverado Lakes Water Company shall limit the service of
water in the future to those premises being served with water from
the Angwin Water Company system, including multiple unit housing
connectlons, as of the date of signing of this order. This restric-
tion shall continue until further order of the Commission. '

- 17. Silverado Lakes Water Company shall, within thirty days of
the transfer, file with the Commission a list of names and addressges -
of customers, including multiple unit housing customers, being served
as of the date of the gigning of this order.

18, Within six months of the date of actual transfer to it,
Silverado Lakes Water Company shall install meters on all services
now identified as multiple unit housing comnections and within :ten
days of completion thereof file a report of such completion with
the Commission. |

19. Silverado Lakes Watexr Company shall file w:’.th the COmission
the reports required by General Order No. 24-B, which orde.r, insofar
s applicable, is made a part of thia oxder.
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The authority granted by paragraph 7"o£ this order to issue
stock shall become effective twenty days after the Silverado Lakes
Water Company has paid the fee prescribed by Section 1904.l1 of the
Public Utilities Code, which fee is $526. The effective date of the

remaining paragraphs of this order shall be established by supple-
mental order after:

1. Applicants have submitted to the Commisgion
evidence that appropriate conditions and
covenants running with the land, satisfactorxy
to the Commission, have been included in the
instruments of transfer of White Cottage
Ranch (a) to protect the quantity and quality
of water generated from all the watershed lands
within White Cottage Ranch and to reserve the
%.and in its ng.turab stat;dof opmce fgr use

or grazing, horseback riding, ing, an
picnicking, (b) to provide that no use shall be
made of the nonutility lakes which would contami-
nate, defile, or otherwise pollute the water
supply of the Silverado Lakes Water Company,

and (¢) no water shall be diverted to storage in
Cooksley, Deer, Doe, and Fawn Lakes until Granite,
Newton, Whitehead, and Red Lakes have been filled
to capacity.

The joint venture and Silverado Lakes Water
Company have submitted a copy of an agreement,
acceptable to the Commission, which provides
that the joint venture shall, within six months
after acquisition of control, pay to the Silverado
Lakes Water Company, in exchange £or 1C,000
shares of the common stock authorized by this
decision, the sum of $100,000; such money to be
deposited in a separate interest-bearing account
in a bank or savings and loan association in
California. These funds, together with the
interest thereon, net of any income taxes
attributable thexeto, shall be used only for

the purpose of paying for capital expenditures
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to accomplish the correction of deficiencies
and service improvements indicated by the
-report £iled in compliance with Ordering
Para?aph 13 above. No amounts in this fund
shall be disbursed to pay salarieg, fees, or
expenses to the joint venture or any stock-
holder, ovmer, officer, or employee of the
Jjoint venture.

Dated at San Francisco , California, this ;24
day of P JuLY | o
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