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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application o~ Pacific Gas and ) 
Electric Company and Western canal ) 
Water Users' Association for an ) 

Appliea tion 8:4~ 10·-010 
(Filed O·ctober26,.1984) 

order authorizing the :f'ormer to sell ) 
and eonveyto the Western Canal Water ) 
District certain water facilities, ) 
known as the Western Canal Water ) 
System, in accordance with the terms ) 
or aproposecl purchase agreement. ) 

) 
(Water) .) 

---------------------------------) 
INTERIM OPINION 

Pacific Gas and Electrie Company (PG&E) and the Western 
Canal Water Users' Association (A3soeiation) seek an order of the 
Commission: 

1 ... 

2. 

Granting PG&E authority to sell and convey to 
the Western Canal Water District (District) 
certain transmission anc1 distribution 
facilities, known as the Western Canal Water 
System (System), pursuant to,. the proposed 
purchase agreement between PG&E and the 
District (Agreement), ana 
Relieving PG&E of its public.utility 
obligations as a water corporation with 
respect to service of water. from the 
System. 

'"~I 
-!' 

'the Association is an unincorporated assoc1a tion composed .. , 
of all users on the System. The users' tormedthe' 'AssOciation tor" the 
purpose of representing their pesi tion' i,n Commission proeeedings< 
regarding rates charged by PG&E for water use on the System,... NoW' the 
Assoc1ation is forming a water 'district tor the purpose'of:'purehas1ng 
the System from PG&E and operating it on behalf otth~A.s3oe1a:t1.on"~, 

" " members . 
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The As:sociation's members., all of whom are rice farmers, . . " 

unanimously:; support formation of the District and.. purchase of the 
System from' PG&E by the District. Their principal" motivation is: the 
desire to stabilize and possibly red.uce the System's. operating eost. 
Rice farming is beset with serious. economic problems due to intense' 
worldwide competi t.ion and other market conditions... The r'1ce farmers 
served by t;he System are seeking control over the ,price ot all. 
commodities. used in the 'cultivation' of rice, inclu<ling water, in 
order t<> reduce those expenses to the extent theycan~·In 
particular, through the formation of' the Di$triet, the Ass<>eiation's 
members plan to implement a two-part rate structure consisting of 
assessments an<l water charges in order to insure long-t~rm'rate 
stability and recoupment of costs from all lan<ls the System, 
benetits.. In addition, fo~mation of the District will permit the use 
of short-term and long-term t"1nancing.at favora~le'ratesas' may be 
re~uired for the System's future improvement and expansion • 

The Local Agency Formation Commission. or the County of 
Butte and tbe Butte County Board of Supervisors bave unanimously 
authorizee the :formationo!" the pro})osed District and approved-its 
boundaries. Tbe boare! also. set December 1S, 19~,'for the initial 
election to determine landowners.' support for the District" t<> 
establish an initial Board. of' Directors" and to, authorize r1nancing 
for purposes or the purchase rrom PG&E •. 

The District will finance purchase of the System from PG&E 
'by the i~.suance of warrant:s repayable over a seven-year term. Tbe: 
warrants will be purchased at public auction by lending institutions 

., 

or individuals. The A:ssociation has received a comm1tmeJltrrom.~: 
Security Pacific Bank to purchase the warrants, and: this. commitment 
expires January 1, 1985. 

The Dis.triet -will hire a general manager and seven to ten 
. . . , 

other employees for the purpose of operating the System during the 
irrigation season. PG&E will train the District personnel prior' to: 
the closing <late. The laterals ofr or We:stern Canal wh:1en serve the 
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land~ on the System have been operated primarily by the landowners. 
Accordingly" the lan<1owner.:salready have develo~d. experti.:se in 
ma1ntain,1ng and op.erating the System. The Association is con!'1d.ent 
that with this expertise, the equ1pmentavailable to- the D,1st~1ct" 
the additional personnel" and the training by PG&E" it wil.l continue 
to prov1.de the excellent .:service to customers that PG&Ehas provided 
in the past.:. 

The System serves an area 01" apprOXimately 55' square, :miles 
or 57,,000 acres between the Feather and Sacramento, Rivers north or 
the Richrield Irrigation District in Butte and Glenn Counties,: About 
45,000 acres are irr1gal)le, i.e.' they regularly receive' 1~rigat10n " 
service from the System. There is no specific tiled servieearea" 

~. ., 

which is typical or most irrigation systems, because the same areas 
may not be served every year. The System ispredomlnantly a trunk 
water system extending a total length o1",approximately ~l miles. It 

, ' 

cotlsis.ts o!'a large main canal, lateral canals" numerous,!'loodgat.es, 
" 

cheek gates, and drain structur(~. Water ror the System is c1'iverted 
v, , 

t'rom the Feather River at the Department, of Water Resourees, 
Thermolito Afterl)ay, and some water originates in Butte Creek. The , ' 

','I ' 
principal use: of the water is for the irrigation of rice. 

, , 

Apl):licants have attached to their application a map of' the 
bounc1aries of, the proposed Distiict as adopted by· the Butte County 

, ~ 

Board or Supervisors. Those boundaries.include only those areas 
wM-ch h.ave received rirm zervice from the System~ No customers or 
acreage which has received regular service rrom PG&E has l)een, 
deprived of~dmission into the Assoc1ation or the Distr1ct, and" no 
expansion or, the l)oundaries of the System beyond ,the areas 
historically served under rirm contract with PG&E is. proposed" at this 
time. PG&E ':his inf'ormea the ASSOCiation that reliable"serv:tee cannot 
be supplied to addit.ional lands at this time. Once the District'.lias. 
gained some operating experience, the Board ot Directors will 
consider applieation.s for annexJtion an<1/or. surplus: water" ,d.epend.'1ng 
on the requirements. or the Di3tr1ct and the . available supp1ie's of' 
water • 
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The hi:5torical cost o~ the ~acili ties to be conveyed was, 
$2,134,765.22 as o~ December 31,1983. 'the accrued depreciation as 
of that date was $1,417,069 .. 94, and the net book,value o~,the System' 
'Was $1,317,695.28. 

The purchase price for the System is $2 million. 'the, 
purehase agreement provides that the closing date shall. be wi thin 120 
days after the Commission, has given its approval to- the sale, ,of the 
Sy-3tem.. However, it also provides that the District shalf pay PG&E 
$40,000 per month ~rom January 1, 1985 to: the clOSing date', sub-jeet 
to an offset for revenues billable under Schedule No. WC-1. 

, , 

During 1983, PG&E supplied water service from theSys.tem to 
a total of 126 customers and received !ipproximately $382,000 in gross 
rev'enues from those customers.. On October 17, 1984, the Commis:s.ion, 
issued Decision 84-10-051 in Application (A .. ) 84-02-27 authorizing 
rates unC1er Schedule No. WC-1designed to. produce operating revenues 
of $913,700 in 1984 and $1,032,600 in 1985 • 

PG&E has en tered into the purcb3.se agreement because it,' 
does not wish to remain in the water business. In the course ofit:s 

, , 

electric business'PG&E has acquired faci::'ities used by its 
predecessors for the sale of water on a public uti"lity basis .. ' From 
time to time PG&E has sold water facilities thus'acqu1redwhensueh 
facilities eould be disposed of without, adversely afrect1ng;the water 
eU$tomers. 

PG&E is a water corporation only 1nc1dentallyto its, 
electric business and in most areas does, not 'Wish to- remain ',in. the 
'Water business. PG&E has determined that'theSystem can be disposed 
of 'Without affecting PG&E's other operations. 

PG&E and the Association alleged that each believes that 
the proposed' purchase agreement is !'a1r, just, and reasonable to .. the 
part1e:s. ~hereto and t~ the customers a~reeted thereby. '., Approval of 
the sale pursuant to the proposed purchase agreement would,· place 
ownership of the System in the bands o!' a public agency whose members 
are., elected by the user:s. or the System. 
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PG&E and the Association both desire to consummate this ; 
transaction at an early date and therefore request that no hearing be 
required in connection with the application. Applicants assert that 
no hearing is necessary because a public hearing was conducted on 
September 18, 1984, ~fore the Butte County Boar4 or Supervisors. 
Sinee every System customer is a member or the District'being tormed 
to purchase the System, no written notice, of.thependency of this 
application is.necessary, according to applicants. 

The applicants, PG&E and AsSOCiation, request that the 
Commission issue an ord.er: (1) granting PG&E authority to sell and 
convey the Western canal Water System to the Western Canal Water 
District upon the terms and conditiorus. set t"orth in the'proposed 
purchase agreement attached to the application; and. (2) relieving 
PG&E, as of the closing d.ate defined in the proposed purcha:se 
agreement, of all obligations imp.osed. upon it as a public· utility in 
connecti.on with the System • 
Discussion . , . 

There is n.o oppositi.on to the application and., accordingly, 
there is no need to hold a public hearing. From the application it 
is clear that the purchase agreement was the result or arm's-length" 
negotiati.ons. The parties assert that their agreement is. fair, just, 
and. reasonable both as to themselves and as to the customers 
affected. Since the customers are identical to the members: of the 
Association, it follows that it' the transacti.on is fair:, just,:anc1 
reasonable to the Associati.on it is t'a1r, just, and reasonable to: the. 

customers. 
As indicated earlier the purchase price of $2'.m;llion is in 

excess of the net book value of the System 01"$",3·17, 6QS.28. The 
difference is $682,304.72. The parties to the proposed: purchase 
agreement apparently assumed that tbe full purchase price of $2 . 
million would go to PG&Ean4 its sharehold.ers. At least the proposed 
purehase agreement makes;' no comment on the disposition of the' . . , 

'. 
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difference between purchase price and depreciated historical cost. 
However, the issue of the disposit1on or this difference istnesame 
issue now being considered in A.S3-04-37.. Rather than" delay approval 
of this transaction between PG&E and' the District we will authorize 
the consummation of the transaction while reserving (11sposi.t10n of: 
the issue of the gain on the sale until our resolution of that issue' 
in A.S3-0~-37. 
Findings'of Fact 

1. TheA.ssociation is an unincorporated aSSOCiation composed 
of all users on the System. 

" 

2. The AsSOCiation is in the process of forming anew District· 
called the Western Canal Water District under the provisions of 
Divisio'n 13 of the California Water Cod.e. 

3. The District boundaries include all the lands an(1' users 
heretofore served from the canal by PG&E. 

4. When the District takes over the operation of the water 
system it will have the employees, the training, the eQ.uipment~ and 
the finanCial al>ili ty to render service in the same manner', '~, PG&E . 
h~ provided service in the past. 

5. There, are no protests .. 
6. A public hearing is not necessary. 

Conclusions of Law 
,. Upon closing of the transaction'PG&E should be relievec10f 

its public utility obligations with respect to the System. 
2. PG&E shoulc1 be require(1 to defer classification o,r' the gain 

" 

realized over c1eprec1ated historical cost of the water facilities 
involved in this tranSaction until further or(1er of the Commission~ 

3. The application sh?ulc1 l>e grante(1 as providec1in the' 
following orc1er. 

4. The following orc1er shoulc1 l>e effective imme(11ately.so' that 
the other steps in the formation of the District and' in the issuance 
or warrants maygo forward in a timely fashion • 
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IN'l'ERIM ORnER 
1 :" 

IT IS ORDERED that: 
1. 'Within six months after' the effective date of this, ord.er 

Pacific Gas and Electric Company (PG&E) may sell and" transfer to' the 
west~rn Canal Wate~. District (Distr1ct)c:erta1n' tr~nsinisSion '~and".' 
distribution facilities,known as the Western Canal Water System' 
(System), pursuant to'the'proposed'purcha~e agreement'between'PG&E 

, anC1the District attacheC1 to the application. 

2'. Within ten days after transfer, PG&E shall write, the 
Commission stating the C1ate of transfer ,and the C1atewhen the', 

District: 'began operating the· water system. 
documents shall be'attached. 

"". 

3. Within tenC1ays of the' actual :transfer.,., PG&Eslia.ll .. ·.~·ec¢rd. 
the ga~ns accruing from, th1~ sale anC1' t~an~rer "in' an' .al>:p~oi>ria te ' 
suspense account and retain them' in that account··untilrurther' order 
of the ·Commission. 

1;. UJ)Ou compliance with this interim' order, PG&E· Sba'll' stand.' 

relieved. 

System. 

5. 

"f, ',1' 

ot its public utility obligations in connection with the 

The application is' granted as ,set forth above. ,.,.', 

This orC1er is effe¢tive·today~ 

Dated December 5,1984, at San ·Francisco,Californ:1a .. 

. .. 
DONALD VIAL ..... 

President .,' 
VICTOR CALVO· "'.' 
PRISCILLA. 'C':.GREW·. 
WILLIAM'!'.; ·BAGLEY,·,·. ". 
FREDERICKR_.DUl>A..~. " . 

-Commissioners>.:: .. 
',' ,I' ,"' ' . 
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INTERIM ORDER 

IT IS ORDERED tbat: 
1. Witbin six months after the effective date of this o~er 

Pacific Gas and ElectriC Company (PG&E) :ay sell an~ transfer to the 
, /' 

Western Canal Water District (District) certain transmission and 
/' ' 

~istribution raeilities~ known as the Western canal ,Water System 
(System), pursuant to the proposed purchase agreement b-etween PG&E 
and the District attached to' the appliea on .. 

2. Wi thin ten days ,after trans;er, PG&E shall wr1 te tbe 
Commission stating the date or tran~er and the date when the 
District began ope~ating the watetl'sY3tem. A copy or the transfer 
doeumenb shall be attached. / 

3. Within ten days of e actual transfer, PG&E shall record 
the gains accruing rrom th1s sale and transfer in an appropriate 
suspense account and retai them' in that account until further order 
of the Commission .. 

4. lJ'})O%l complianc with this interim order,.. PG&E shall stan~ 
relieved, or its public t111ty obligations in connection~with"the 
System.. 

Dated 
effective today. 
'i 1984 , at San Franei.sco" California .. 
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DONALD VIAL 
Pres'ident 

VICtOR CALVO" 
PlUSCILLA,C~' GREW:' 
WILLIAM,' 'r." BAGLE'Y< ., 
FREDERICIC:;R~~OOOA: ' 

Commissioners ' 


