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INTRODUCTION

On January 1, 2001, the Cortese-Knox-Hertzberg Local Government Reorganization Act
became the governing law of LAFCOs. One change brought by this Act was the creation
of a new LAFCO function, the service review. California Government Code 856430
states that prior to any review or update of a sphere of influence, the Commission shall
conduct a service review — a comprehensive evaluation of the ability of the agency to
provide service within its existing jurisdiction and within its sphere. Government Code
856425(f) states that the Commission shall update all spheres every five years, meaning
that the Commission must also conduct service reviews on a five year cycle. Each of the
58 LAFCOs may adopt their own approach to fulfilling the service review and sphere
update requirements.

To fulfill these responsibilities, LAFCO of Napa County adopted a schedule for service
reviews and sphere updates to begin in late 2001 and end in late 2005. In developing this
schedule, the Commission determined that the complex assignment before it must be
accomplished through a series of studies. Some of these studies are designed to conduct
an analysis of one type of service across many agencies and/or areas in Napa County,
while other studies focus on the breadth of services offered by one agency. Overlap is an
inherent component of this approach — any given agency may be evaluated in the context
of several studies. As a result, there is the possibility that reports later in the schedule
will give rise to reconsideration of conclusions drawn in an earlier study. In addition, this
approach means that LAFCO will not fully meet its statutory obligations until the
completion of its adopted schedule. When the schedule is completed, the Commission
will evaluate the need for future studies and develop a schedule for the 2006-2010 cycle.

LAFCO of Napa County’s Comprehensive Water Service Study is a countywide service
review of all forms of publicly provided water service in Napa County. The objective of
the study is to evaluate service in terms of present and future capacities along with
identifying the relevant issues surrounding the supply and demand of water for each of
the 13 local agencies included in the report. The report includes study sections for each
agency. These study sections provide an overview of each agency’s development and an
outline of their water systems and services. This includes evaluating each agency’s
supply, treatment, storage, and distribution systems. Each study section also includes
written determinations, which were adopted by the Commission and address nine specific
service factors enumerated in Government Code 856430. These service factors are:

Infrastructure needs or deficiencies.

Growth and population projections for the affected areas.
Financing constraints and opportunities.

Cost avoidance opportunities.

Opportunities for rate restructuring.

Opportunities for shared facilities.

Government structure options.

Evaluation of management efficiencies.

Local accountability and governance.
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The Comprehensive Water Service Study was prepared in two phases. “Phase One”
involved the development of study sections for each agency. This phase culminated in a
draft report, which was circulated for agency and public review and presented to the
Commission at a public workshop on June 12, 2003. “Phase Two” involved the
development of written determinations, which were subject to a public review process
prior to their adoption by the Commission. This report codifies both phases.

Additional Components:

In addition to reviewing the services of the 13 public agencies in Napa County included
in this report, LAFCO has included a summary review of the State Water Project and
groundwater in Appendices A and B. These appendices were prepared in 2003 as part of
the Public Workshop Report and have been included in this report to provide additional
information concerning important water sources for Napa County. Supplemental staff
reports are also included in Appendices C, D, and E, respectively. These supplemental
staff reports were prepared during the course of the study and provide information on
private water service, water rates, and visitor services at Lake Berryessa.
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CIRCLE OAKS COUNTY WATER DISTRICT

OVERVIEW

The Circle Oaks County Water District (COCWD) was established in 1962 to provide
potable water and sewer services to a planned resort/residential community in Cappell
Valley located in northeast Napa County. The District’s formation was sought by
landowners to help facilitate the development of a 2,200-lot community to be known as
“Circle Oaks.” In 1964, the Napa County Board of Supervisors approved a subdivision
map submitted by the Circle Oaks Sales Company, Inc. resulting in the creation of 331
quarter-acre circular lots. That same year, general obligation bonds were issued to
finance the construction of water and sewer facilities for the first phase of Circle Oaks,
referred to as “Unit One.”

At the time of its formation, COCWD anticipated supporting development within Circle
Oaks with water drawn from a variety of sources. An engineering firm was hired to clean
a local spring and develop wells for use at Unit One. The District intended to eventually
supplement these sources with surface water captured from Cappell Creek. To this end,
the District authorized design plans for the construction of a 1,100 acre-foot reservoir for
consideration by the California Division of Dam Safety along with seeking an
appropriative water right to Cappell Creek. Further, the District anticipated that once
demand generating from development within the remaining planned phases of Circle
Oaks required additional supplies, an intake and transmission line would be constructed
to convey water from Lake Berryessa. Due to financing constraints, however, plans to
dam Cappell Creek were discarded while the development of a transmission line to Lake
Berryessa was abandoned as development in the remaining phases of Circle Oaks failed
to materialize.

Over the next twenty years, development within Unit One was tempered due to a change
in market demand along with unstable soil conditions, which resulted in the elimination
of several lots and roadways within the subdivision.® In 1984, the District’s jurisdictional
boundary was significantly reduced following the detachment of 21 vacant parcels
totaling 3,017 acres. The detachment proceedings, which represented over 90 percent of
the District, were originally filed with LAFCO in 1981 and were prompted following a
dispute between the affected landowners and the District involving the collection of ad
valorem property taxes. The ad valorem property taxes collected by the District were
used to make payments on the general obligation bonds that were issued in 1964 to
finance the construction of water and sewer systems serving Unit One. Additional phases
of the District’s planned water and sewer systems, however, were never constructed. As
a result, the landowners sought a release of their lands that were located outside of Unit
One from any payments for past or future bonded indebtedness incurred by the District.

Yn 1964, the California Department of Real Estate conducted a survey of Unit One and determined that 21 of the subdivision’s

original 331 lots were not suitable for residential development due to unstable soil conditions. In 1971, the County of Napa
declared that three roadways within Unit One (Fawn Court, Glen Court, and a portion of Poplar Court) would not be accepted into
the County’s roadway system as a result of prior landslides.
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The dispute was eventually resolved following a legal settlement in which the landowners
agreed to pay $175,000, while the District agreed not to oppose the detachment
proceedings.

By the 1990s, the lack of development within Unit One coupled with the abandonment of
the other planned phases of Circle Oaks resulted in the District operating at a loss as
expenses outpaced revenues. The District’s financial difficulties were exasperated when
increased federal and state drinking water standards necessitated the construction of a
water treatment plant in 1995. To meet operational costs, reserves were used to cover
annual I%sses, which restricted the District from pursuing additional capital improvement
projects.

In 2000, COCWD increased water usage rates to meet operational costs as well as
replenish a depleted reserve fund. Prior to the increase, the District’s rate schedule was
based on consumption tiers and had not been increased for several years. The amended
rates, which included a change to a flat water rate schedule, increased the average
monthly usage rate by approximately 500 percent.® The District also declared an
emergency water shortage and adopted an ordinance placing a moratorium on new water
service connections. The moratorium was prompted by two separate events earlier in the
year in which storage levels within the District were nearly depleted due to a fire and an
interruption in the distribution system. The moratorium is intended to remain in effect
until the District can secure the necessary funding to implement needed capital
improvements.

In 2001, COCWD hired an outside consultant to evaluate its water service system to meet
current and future system demands. The consultant concluded that the District needed to
immediately expand its storage and water treatment capacity as well as secure additional
water supplies once development within Unit One exceeded 300 lots. The District is
currently pursuing financing options to implement two of the consultant’s recommended
improvement projects: replace the District’s deteriorating 50,000 gallon storage tank with
a new 200,000 gallon storage tank and add capacity to the District’s water treatment
plant.

GOVERNANCE

COCWD was organized under the County Water District Law, Division 12 of the
California Water Code. The District’s governing board is comprised of an elected five-
member board of directors serving staggered four-year terms. Elections are based on a
registered resident-voter system. In addition to electing a president, the board is required
to appoint a secretary and general manager to assist in the duties and operations of the
district. The board is also required to appoint an auditor, treasurer or retain an
independent auditor to monitor the financial condition of the district. Potable water

2 A 1999 financial report by an independent auditor identified that between 1994 and 1999, COCWD operated at a cumulative loss of

$192,648.
3 Percentage based on the delivery of 10,000 gallons per service connection.



WATER SERVICE STUDY LAFCO OF NAPA COUNTY

services can be financed through water usage and availability charges, assessments, and
general obligation and revenue bonds.

COCWD is currently without a fourth and fifth director due to unexpected resignations; a
third director was recently appointed by the Napa County Board of Supervisors in order
for the District to achieve a quorum. The Board must conduct a special election to fill the
remaining two vacant seats. Board meetings are scheduled for the third Thursday of
every month at the District’s administration office and are open to the public. Board
members are compensated $100 for each meeting attended. Pursuant to the County
Water District Law (Water Code 30000 et. seq.), the District is authorized to provide the
following municipal services:

e Any act necessary to furnish sufficient water in the district for any present or
future beneficial use, including the storage, conservation, and operation of water
works (WC §31020-31022)

e The collection, treatment, and disposal of sewage, waste, and storm water (WC
831100)

e Drain and reclaim lands within the district for any beneficial use (WC 831033)

e Provide fire protection authorized under the Fire Protection Law of 1987 (WC
831120)

e Construct, maintain, or operate works or facilities for recreational activities (WC
§31130)

e Acquire, construct, or operate facilities for the collection and disposal of garbage
and waste (WC §31135)

e Construct, maintain, or operate hydroelectric power plants (WC 831149.1)

COCWD provides only the first two services listed above.

OPERATIONS

Operations and management of COCWD’s potable water and sewer systems are provided
by an independent contractor, Phillips and Associates. Under this arrangement, Phillips
and Associates acts as general manager on behalf of the District. The company currently
provides water and sewer services for approximately 15 entities in Napa County. The
company was retained by the District in 2001 following the departure of the District’s
former operator. It provides on-sight supervision of the District’s water and sewer
systems seven days a week and is on call 24 hours a day to respond to reported
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emergencies. The District employs one full-time administrator whose responsibilities
include acting as district secretary and overseeing the day-to-day businesses on behalf of
the board. The District’s administration office is located next to the District’s water
treatment plant.

ADOPTED BOUNDARIES

COCWD’s adopted service area is comprised of four non-contiguous, unincorporated
areas consisting of approximately 252 acres. The District’s adopted sphere of influence
encompasses nearly its entire jurisdictional boundary with the exception of six parcels
located outside of Unit One.* The District is under the land use authority of the County
of Napa. Land located within the District’s adopted sphere of influence is designated
under the County’s General Plan as “Agriculture Watershed and Open Space.” Zoning
for this area is comprised of “Residential Single: B-10.”> This zoning standard requires a
minimum parcel size of 10 acres.

COCWD - Adopted Boundaries
District Boundary: 252 acres *
Sphere of Influence Boundary: 214 acres *

* Figures are approximations calculated using information generated by LAFCO and
County of Napa’s geographic information systems.

WATER SUPPLY

COCWD’s water supply is generated from three wells and a spring source. The spring
source is comprised of three horizontal wells that flow into a common galley. The three
wells are located along the western edge of Unit One while the spring source is located
along an easement on the northwestern edge of Unit One.® Under normal conditions, the
District draws water from its spring source during the summer and fall months while the
wells are used primarily during the winter and spring months.

COCWD - Available Water Supply (acre-feet)
Well No. 1: 116.14
Well No. 2: 22.06
Well No. 3: 10.30
Spring Source: 145.59
TOTAL 294.09

Portions of three parcels owned by the Circle Oaks Homes Association, which are used for greenbelt purposes within Unit One, are
also located outside the District’s sphere of influence.

COCWD land located outside its adopted sphere of influence is zoned “Agricultural Watershed.” This zoning standard requires a
minimum parcel size of 160 acres.

COCWD reports that groundwater production markedly improved following an earthquake on September 3, 2000.
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These figures represent an estimate by COCWD using daily pump capacity rates for
the affected wells and the maximum daily flow rate range for the spring source as of
September 2001 (COCWD figures were multiplied by 365 to calculate annual
availability). All four sources are subject to capacity constraints due to recharge
requirements and hydrologic conditions.

WATER DEMAND

In 2002, COCWD delivered approximately 17,189,200 gallons (53 acre-feet) of potable
water, resulting in a daily average of 47,094 gallons. The District’s maximum water
demand was 130,100 gallons.” The District currently provides water service to 189
service connections. Of this amount, 182 service connections are located within Unit
One.

COCWD - 2002 Water Demand

Annual Water Demand: 17,189,200 gallons (53 acre-feet)
Average Daily Water Demand: 47,094 gallons (0.14 acre-feet)
Maximum Day Water Demand: 130,100 * (0.39 acre-feet)

Water Connections: 189

Population Served: 624**

* Title 22 of the California Code of Regulations requires that sufficient water be
available from the water sources and distribution reservoirs to adequately and
dependably meet the requirements of all users under maximum demand conditions.

** Calculated in accordance with Title 22 of the California Code of Regulations
864412(a)(2). Estimate based on the total number of service connections multiplied
by a service factor or 3.3.

Projected water demands for COCWD were identified in its Preliminary Engineering
Report (2001).® The report projected water demands for the District based on the number
of lots served. Demands were determined by establishing a proportionate fixed daily
water use factor for each developed lot based on current system demand through buildout
of Unit One.

COCWD - Projected Water Demands (acre-feet)
Lots Served Average Day Demand* Annual Demand
190 65,500 gallons 73.35
215 74,000 gallons 82.87
240 82,740 gallons 92.66
330 113,800 gallons 127.45

T A 2002 review by the California Department of Health Services determined that COCWD’s maximum day demand between 1997

and 2001 was approximately 160,272 gallons.
8 Report prepared by Triad/Holmes Associates.
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* Based on a daily water use factor of approximately 344 gallons per developed lot.

WATER TREATMENT FACILITIES

COCWD provides treatment of raw water generated from local groundwater and spring
sources at the Circle Oaks Water Treatment Plant (WTP). Constructed in 1995, the
Circle Oaks WTP filters and disinfects raw water prior to entering into the District’s
distribution system. The treatment process begins as raw water is conveyed to the Circle
Oaks WTP through an integrated conveyance system consisting of four and six inch
water lines. Alum, polymer (coagulants), and chlorine (disinfectant) are added and
mixed as raw water is conveyed into a clarifier. Raw water is detained in the clarifier to
facilitate the sedimentation of solids in the water. Solids are removed as water is cycled
through a filtering tank and conveyed into a 100,000 gallon clearwell tank. The clearwell
tank completes the disinfection process by allowing the treated water to complete its
necessary contact time with the chlorine. Finished water remains in the clearwell tank
until storage levels within the distribution system require recharge. The Circle Oaks
WTP has a treatment capacity of approximately 97 gallons per minute, resulting in a
daily treatment capacity of 140,000 gallons.

Circle Oaks Water Treatment Plant

Water Source: Groundwater and Spring Sources

Treatment Capacity: 97 gallons per minute; or
140,000 gallons per day

Clearwell Tank Capacity: 100,000 gallons

DISTRIBUTION SYSTEM AND STORAGE FACILITIES

COCWD’s water distribution system receives and distributes treated water generated
from the Circle Oaks WTP. The distribution system consists of a network of six, eight,
ten, and twelve inch water lines. The distribution system provides service to Unit One
and to seven parcels located outside of the subdivision. The distribution system overlays
two water pressure zones and is served (recharge and system pressure) by two storage
tanks. Due to the topography of the service area, a pump station is required to lift treated
water from Circle Oaks WTP’s 100,000 gallon clearwell tank into the primary pressure
zone, “Zone One.”

The distribution system operates on a supply and demand basis and responds to storage
levels within Zone One. Zone One includes 108 service connections and is served by a
200,000 gallon storage tank. When storage levels within the 200,000 gallon storage tank
fall below a designated operating level, treated water is discharged from the clearwell
tank by means of a pump station. As water enters Zone One, water levels inside the
200,000 gallon storage tank are recharged. “Zone Two” includes 81 service connections
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and is served by a 50,000 gallon storage tank. A second pump station is required to lift
potable water from Zone One to Zone Two, which recharges the 50,000 storage tank.
The two storage tanks work in conjunction with one another to maintain adequate
pressure throughout the distribution system by utilizing gravity.

COCWD - Distribution Storage Capacity

Storage Tank 1: 200,000 gallons
Storage Tank 2: 50,000 gallons
TOTAL: 250,000 gallons*

* Total does not include storage capacity at Circle Oaks WTP’s clearwell tank (100,000
gallons).

RATE SCHEDULE

COCWD customers are charged two monthly fees for water service: a flat usage charge
and a fixed availability fee. The usage charge is based on the amount of water delivered
and is measured in units of 1,000 gallons. The availability fee is charged to every parcel
located within the District’s service area metered for water service. The District also
charges a one-time connection fee for water service.

COCWD - Rate Schedule
Water Usage Fee: $6.50 per 1,000 gallons
Water Availability Fee: $29.00
Water Connection Fee: $5,000
FINANCIAL

COCWD has an approved operating budget for 2002-2003 of $259,963. This amount
includes water and wastewater operations. Primary expenses include payroll, operation
and maintenance, professional services, and insurance/permit costs. The District’s
anticipated revenue for 2002-2003 is $261,639. Revenue sources include water and
wastewater service fees and property taxes. The District is currently operating without a
reserve fund.

WRITTEN DETERMINATIONS

In anticipation of reviewing and updating Circle Oaks County Water District’s sphere of
influence, and based on the above-mentioned information, the following written
determinations were adopted by the Commission to fulfill the requirements of California
Government Code §56430.° When warranted, some determinations include supplemental
information listed in italics to provide context to the underlying service factor. A review
of the District’s sphere of influence will be included as part of a future study.

% LAFCO Resolution No. 04-19, adopted June 10, 2004.

10
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Infrastructure Needs or Deficiencies:

1.

Based on the historical production capacities of its local water supplies, the Circle
Oaks County Water District has an adequate supply of water to meet existing and
future water demands under normal conditions within the timeframe of this study.

The Circle Oaks County Water District should continue to pursue opportunities to
increase and enhance its available water supply by developing a water
conservation program. A water conservation program, which should encompass a
variety of measures to remind constituents of the importance of conservation, will
reduce system demands and help to ensure an adequate supply of water during
periods of below normal and dry year condition.

The Circle Oaks County Water District relies on groundwater to help meet
existing and future water demands within its jurisdictional boundary. Although
this source has proven reliable, more information is needed to determine
reasonable production capacities for the affected groundwater basin. This
information is needed to protect against overdraft and to preserve the long-term
beneficial use of the basin.

The Circle Oaks County Water District should develop a groundwater monitoring
program to evaluate water levels and recharge patterns within its existing well
sites. At the same time, the District should establish policy objectives to manage
the availability and quality of groundwater within its jurisdictional boundary to
protect against unintended consequences, such as overdraft and contamination.

The location of the Circle Oaks County Water District service area restricts
opportunities for the District to receive emergency water supplies from an outside
service provider during a drought or service interruption. This issue underscores
the importance of the District developing a water shortage contingency plan to
maximize and conserve local water resources during periods of below normal and
dry year conditions when supplies are limited.

The Circle Oaks County Water District’s maximum day water demand is an
important component in evaluating its current and future service capacities.

Title 22 of the California Code of Regulations requires all public water
service providers ensure sufficient water be available from their supply,
treatment, and storage facilities to adequately and dependably meet the
requirements of all users under maximum demand conditions before
permitting additional connections.

In 2000, the Circle Oaks County Water District adopted a 500 percent increase to

its water usage rate schedule and placed a moratorium on new water service
connections. These actions subsequently decreased recorded maximum day

11
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10.

11.

12.

records, making it appropriate to use demands recorded immediately prior to 2000
with respect to evaluating the infrastructure needs or deficiencies of the District.

The capacity of the Circle Oaks County Water District’s water treatment plant to
meet existing maximum day water demands is marginal. As a result, the District
will continue to rely on stored reserves to help meet maximum day demands that
are equal or exceed the capacity of its water treatment plant.

Circle Oaks County Water District’s maximum day demand in 2002 was
130,100 gallons, while its water treatment plant’s daily capacity is 140,000
gallons.

The Circle Oaks County Water District’s maximum day water demand prior to its
2000 decision to increase usage rates and adopt a moratorium on new water
service connections is beyond the current capacity of its water treatment plant.
Additional demands beyond the current capacity of its water treatment plant
would increase the District’s dependence on stored reserves during peak demand
periods.

Circle Oaks County Water District’s average maximum day water demand
immediately prior to 2000 was 160,272 gallons, while its water treatment
plant’s daily capacity is 140,000 gallons.

The Circle Oaks County Water District has adequate treated water storage
capacity to meet existing and future maximum day water demands within the
timeframe of this study. This ensures that the District has adequate reserves
available to meet peak system demands under normal conditions.

The District’s treated water storage capacity is 250,000 gallons, while the
average maximum day water demand immediately prior to 2000 was 160,272
gallons.

Based on the review of the California Department of Health Services, the Circle
Oaks County Water District’s water treatment plant capacity in combination with
its storage supply is adequate to meet the minimum service requirements under its
past and present maximum demand conditions as required under Title 22 of the
California Code of Regulations.

The Circle Oaks County Water District has a policy requiring 1,500 gallons of fire
storage capacity be available for each developed lot within its service area. This
amount exceeds the current storage capacity of the District and is distinct from the
amounts recommended by the California Department of Health Services and Napa
County Code. To account for this difference, the District should review this
policy. If the District determines it is appropriate to maintain or amend the
policy, a written statement of justification should be provided to its constituents.

12
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13.

14.

15.

The Circle Oaks County Water District’s Preliminary Engineering Report
(2001), which was approved by the Board, recommends a fire flow
requirement of 1,500 gallons for each developed lot, resulting in a current fire
storage capacity requirement of 283,500 gallons. In 2002, the Department of
Health Services recommended to the District a fire flow requirement of 750
gallons per minute for the duration of two hours, resulting in a current fire
storage capacity requirement of 90,000 gallons. Napa County Code
recommends a fire flow of 1,000 gallons per minute for the duration of 2
hours for a subdivision consisting of 141 to 350 parcels, resulting in a current
fire storage capacity requirement for the District of 120,000 gallons (Title 15,
Chapter 15.32, Appendix Il1-A, Section 5.3.6).

The Circle Oaks County Water District should work with the County of Napa Fire
Department, as the local fire protection authority, to evaluate fire storage
requirements for its service area.

The Circle Oaks County Water District’s water distribution system is subject to
higher levels of maintenance due to unstable soil conditions underlying its
jurisdictional boundary. The District should work with the Napa County
Resource Conservation District to develop techniques to control and prevent soil
erosion, which will provide long-term cost-savings and reduce the risk of future
service interruptions.

The Circle Oaks County Water District should evaluate the feasibility of
converting its treated wastewater supply into an emergency fire protection source.
The use of treated wastewater for fire protection would assist in maximizing local
water resources during a fire emergency by reducing the demand on the District’s
potable reserves and would help to mitigate costs involving the construction of
new storage facilities.

Growth and Population Projections:

1.

No new development is expected within the Circle Oaks County Water District’s
jurisdictional boundary because of its moratorium on new water service
connections.

This moratorium has effectively created a building moratorium, as owners of
undeveloped lots within Circle Oaks County Water District’s primary service
area, Unit One, are unable to receive a building permit from the Napa County
Planning Department without documentation of an available water supply.

The Circle Oaks County Water District is under the land use authority of the
County of Napa. Land located within the District’s primary service area, Unit
One, is zoned “Residential Single: B-10.” This zoning standard restricts future
development to existing parcels within Unit One by requiring a minimum parcel
size of at least 10 acres.

13
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Existing parcels within Unit One are uniformly 0.25 acres in size.
Accordingly, these parcels cannot be divided for the purposes of creating
additional parcels.

3. Land located outside of the Circle Oaks Water District’s jurisdictional boundary
is designated under the County of Napa General Plan as “Agriculture, Watershed,
Open Space.” This land use designation discourages the Commission from
approving annexation proposals to the District based on its policy to direct the
extension of municipal services away from land designated for agriculture unless
it is in response to a health or public safety concern.

4. The calculation formula codified in Title 22 of the California Code of Regulations
864412(a)(2) is an appropriate method in estimating the total population served
by Circle Oaks County Water District’s water service system. The population
served by the District’s water system based on this calculation method is 644.

Financing Constraints and Opportunities:

1. The Circle Oaks County Water District should retain the services of a financial
consultant to evaluate long-term revenue requirements and enhancement
opportunities for its water service operations to meet projected operational costs
and finance needed capital improvements. This evaluation should determine
whether financial measures are available to rescind the moratorium on new water
service connections that was established to ensure adequate service is available to
existing customers.

2. As part of its review of revenue enhancement opportunities, the Circle Oaks
County Water District should conduct a water rate and connection fee study. One
option to consider is the adoption of a new connection fee to help cover the costs
of capital improvements needed to serve new development within its
jurisdictional boundary. An increased connection fee would serve as a buy-in
charge. This is an appropriate and equitable approach to ensuring that new
development pays a fair share of past and future expenses relating to the
development and maintenance of the water system.

3. The Local Groundwater Management Assistance Act of 2000 provides grant
funding to local public agencies to conduct studies and develop programs to
protect and manage groundwater supplies. This program may provide the Circle
Oaks County Water District an opportunity to secure financing for the
development of a groundwater monitoring program. The District should contact
the California Department of Water Resources to begin exploring funding
opportunities under this program.

14
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4. The Water Security, Clean Drinking Water, Coastal and Beach Protection Act of
2002 provides grant funding to public agencies to develop and enhance local
water resources and related infrastructure and facilities. This program may
provide the Circle Oaks County Water District an opportunity to secure financing
for needed capital improvement projects, including expanding its treatment plant
and storage capacities. The District should contact the California Department of
Water Resources to begin exploring funding opportunities under this program.

Cost Avoidance Opportunities:

1. The Circle Oaks County Water District is a member of the Association of
California Water Agencies, an organization comprised of over 400 public water
agencies. This organization provides members with information concerning new
regulations and legislation relating to water quality standards and facilitates the
exchange of service information, including questions and ideas, through an
association e-mail system. The District should take full advantage of the cost
avoidance opportunities provided by this organization. This would include
attending its conferences and workshops and participating in group discussions
with other special districts sharing similar service issues and concerns.

2. The Circle Oaks County Water District’s decision to contract for water service
operations with Phillips and Associates provides cost-savings relating to salaries,
benefits, training, and certification.

Opportunities for Rate Restructuring:

1. The Circle Oaks County Water District’s water rates are — on average — the
highest among all public water service providers in Napa County. The District
should continue its efforts to educate its constituents with respect to the
relationship between operational costs, infrastructure constraints, and water rates.

2. The Circle Oaks County Water District, as part of a long-term evaluation of
revenue requirements and enhancement opportunities, should conduct a water rate
and connection fee study. This study is needed in anticipation of the District
increasing its water rates within the next year to support operational and capital
improvement costs along with developing cash reserves.

3. In 2000, the Circle Oaks County Water District adopted an increase to its water
usage rate schedule. The amended rate schedule increased the average monthly
usage rate by approximately 500 percent. Although the increase was justified to
be a more accurate measure of the actual costs of providing service, the increase
created dissension among constituents regarding the decision-making practices of
the District. Future rate increases, which should be developed as part of a water
rate study, should be implemented gradually over a period of time to minimize the
impact to the customer.
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4. The Circle Oaks County Water District currently operates without sufficient cash
reserves to help finance special projects or emergency improvements. This
requires the District to rely on loans, special assessments, or bonded indebtedness
to fund capital improvements or sustain operations in the event of an emergency.
It is imperative that the District develop cash reserves to maintain the solvency of
its water service operations.

As of March 2004, the Circle Oaks County Water District maintained a cash
reserve balance of $12,032.

5. The Circle Oaks County Water District should review the merits of modifying its
flat water usage rate schedule in favor of a tiered schedule. A tiered rate schedule
enables service providers to recover the costs of providing service to high-use
customers while strengthening water conservation efforts by providing a financial
incentive to conserve.

Opportunities for Shared Facilities:

1. The Circle Oaks County Water District is restricted from participating in cost-
sharing activities with other water service providers, such as joint-use facilities
and projects, based on its remote service location.

Government Structure Options:

1. The Circle Oaks County Water District is the only public agency providing water
service within its jurisdictional boundary. There are two other public agencies
empowered to provide water service whose jurisdictions overlap that of the
District: the Napa County Flood Control and Water Conservation District and
Napa County Resource Conservation District. Both of these agencies have
elected not to offer water service, and have expressed no intentions of doing so in
the foreseeable future.

2. The Circle Oaks County Water District is empowered under the County Water
District Act to provide seven municipal services: water, sewer, land reclamation,
fire, recreation, sanitation, and hydroelectric power. Currently, the District
provides only water and sewer service. Until it resolves its financial and
operational constraints relating to water service operations, it is not appropriate
for the District to provide additional municipal services.

3. The Circle Oaks County Water District has been successful in achieving its
original service objective to provide water and sewer service to the Circle Oaks
community. The District continues to serve as an appropriate instrument in
meeting the service needs of the community by localizing costs for the direct
benefit of its constituents.
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4. There are no public agencies within reasonable proximity to the Circle Oaks
County Water District capable of assuming its service responsibilities.

5. It is unknown if there are advantages to pursuing a change in reorganization for
the Circle Oaks County Water District due to the limited information concerning
alternative government structures and any cost-benefits with respect to improving
service levels within the affected area. Additional information is needed to
determine whether an alternative government structure would better serve the
needs of the District’s constituents as it relates to improving delivery service,
public participation, and local accountability.

6. Future municipal service reviews should focus on the progress of the Circle Oaks
County Water District in addressing its operational and financial constraints.
Future reviews should also evaluate the extent of local control constituents wish
to maintain in terms of evaluating alternative governance structure options.

Evaluation of Management Efficiencies:

1. The Circle Oaks County Water District should establish written policies and
procedures defining the responsibilities of its staff and designated representatives.
The establishment of ministerial powers would enhance the decision-making
authority of staff and designated representatives, and improve its efficiency and
responsiveness to its constituents in carrying out the business of the District.

2. The Circle Oaks County Water District must adopt a budget for the current and
upcoming fiscal year. The adoption of a budget should follow a publicly noticed
meeting in which constituents are allowed to comment and offer suggestions with
respect to expenditures relating to the District’s water service operations.
Allowing adequate time for its constituents to review and comment on a budget
proposal enhances the accountability of the District’s elected and appointed
officials by reinforcing community priorities in terms of managing local
resources.

3. It has been two years since the Circle Oaks County Water District completed an
audit of its financial records. To ensure effective management and transparency
in its fiscal activities, the District should retain the services of an independent
auditor to review its accounting practices over the past two years.

Local Accountability and Governance:

1. The Circle Oaks County Water District’s governing body is currently comprised
of three directors serving on a volunteer basis. A special election is needed to fill
the remaining vacated seats due to the unexpected resignations of two board
members in 2003. The lack of willing participation among constituents — both
past and present — to serve on the governing board has hindered the District’s
ability to address its operational and financial constraints.
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2. The lack of interest in serving on the Circle Oaks County Water District’s
governing board suggests a need to improve public outreach efforts. These efforts
should remind constituents of the role of the District and the importance of
community involvement in its decision-making process.

3. The Circle Oaks County Water District should begin to recruit and acquaint new
board member candidates with local service goals and objectives in anticipation
of filling future board member openings. These efforts will help to ensure a
viable pool of successor candidates, and provide an opportunity to cultivate new
perspectives and approaches that may prove successful in meeting the service
needs of the District and its constituents.

4. Due to the lack of a quorum, the Circle Oaks County Water District has not met
on a regular basis over the past year. To strengthen its local accountability, the
District’s Board members should make a concerted effort to ensure their
availability to attend regularly scheduled meetings at fixed times and locations.
These actions, in combination with providing written notice to its constituents of
all scheduled and rescheduled board meetings, will help ensure that information is
being effectively communicated to the public in a timely and efficient manner.

5. Under its principal act, the Circle Oaks County Water District is authorized to
provide a variety of municipal services, including “any act necessary to furnish
sufficient water in the district for any present or future beneficial use.” This
includes establishing policies relating to the use and operation of its water
distribution system. Accordingly, the District may develop policies that establish
thresholds in excess of the minimum service requirements relating to supply,
treatment, and storage as determined by the California Department of Health
Services.

6. When evaluating existing or new policies, the Circle Oaks County Water District
should distinguish for its constituents the minimum service requirements of a public
water service provider versus the preferred operating practices of the District. This
evaluation, which should be documented and provided to the public for their
review, will strengthen communication between the District and its constituents
and help to identify the desired level of service within the community.

7. The Circle Oaks County Water District should work with the Circle Oaks Homes

Association to coordinate their respective efforts to better serve the Circle Oaks
community.
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CONGRESS VALLEY WATER DISTRICT

OVERVIEW

The Congress Valley Water District (CVWD) was established in 1949 to provide potable
water service to a residential farming community in southwest Napa County known as
“Congress Valley.” Originally formed as the Congress Valley — Napa County Water
District, the District’s formation was sought by local landowners to facilitate an
agreement with the City of Napa for the procurement of a potable water supply.
Discussions between interested landowners and Napa were prompted following several
consecutive years of water shortages in Congress Valley; during the 1940s, groundwater
supplies proved inadequate and bridled with high levels of minerals.

In 1950, in anticipation of reaching a long-term water supply agreement with Napa,
CVWD voters authorized the sale of general obligation bonds to finance the construction
of a water distribution system. One year later, the District entered into a 25-year
agreement with Napa for an annual allocation of potable water. The District agreed to be
responsible for the design, finance, and construction of a water distribution system that
would connect to Napa’s distribution system. In exchange, Napa agreed to provide up to
368 acre-feet of potable water annually and be responsible for billing and collecting
water sales from District customers.

The extension of potable water service within CWVD proved growth inducing, and by
the early 1970s, the District’s distribution system began experiencing pressure losses as
subdivision development led to a significant increase in service connections.® The
distribution system, which was completed in 1952, was constructed with revenue
generated from the sale of general obligation bonds. The sale of these bonds was limited
to $38,000 due to the low property assessment of land located within the District. The
modest revenue generated from these bonds resulted in an undersized distribution system
consisting of one pump station, two to four inch water lines, and two storage tanks with a
combined storage capacity of 15,000 gallons. As a result, the increase in service
connections proved taxing as system demands exceeded the capacity of the District’s
distribution system, leading to water outages during peak demand periods.

In 1975, to address capacity concerns, CVWD authorized an engineer’s report to evaluate
its distribution system in terms of meeting existing and future system demands. The
study concluded that the distribution system was unable to generate an adequate amount
of pressure during peak demand periods due to friction caused by undersized water lines.
The study recommended that the District not allow new service connections until
improving the distribution capacity by replacing and enlarging water lines or requiring
each customer to develop their own storage facility to provide adequate pressure.
Following the release of the study, the District declared an emergency water shortage and
adopted an ordinance restricting additional water connections. Further, the District asked

10, 1952, CVWD served 30 service connections. By 1974, the District served 61 service connections.
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the Napa County Board of Supervisors to rezone territory located within its jurisdictional
boundary to protect against further lot-line adjustments. This change in zoning was
sought to abate further demands on the undersized delivery system. At the time of the
request, the District was in the process of contemplating a new distribution system, but
believed the process was undermined by uncertainties involving the potential number of
parcels that may eventually reside within its jurisdictional boundary. To this end, the
District successfully requested that land located within its jurisdictional boundary be
rezoned to “Agricultural, Watershed and Recreation,” thereby limiting lot-line
adjustments to 40-acre parcel minimums.*

Incremental improvements were made by CVWD to its distribution system following its
1975 decision to restrict new water service connections. The restrictions were lifted in
1989 after the District completed construction on a new distribution system. The new
distribution system, which was financed through a grant and low-interest loan from the
California Department of Water Resources, enabled the District to increase its
distribution capacity by replacing undersized water lines with larger lines adequate to
meet system demands. The completion of the new distribution system coincided with a
new water supply agreement with Napa, which had been finalized two years earlier in
1987. This agreement provides the District with an annual allocation of 100 acre-feet of
potable water through 2017, and limits service to no more than 140 service connections
to parcels of legal record at the time of the agreement. Napa agrees to charge the District
a water usage fee concurrent with its rate for inside-city customers while charging
District customers at a rate specified by the District. This arrangement allows the District
to collect a surcharge on water sales within its jurisdictional boundary.** Napa is
responsible for the complete operation and maintenance of the District’s distribution
system. Notably, the agreement specifies that the District shall voluntarily dissolve and
turn over all assets to Napa at the conclusion of the agreement.

GOVERNANCE

CVWD was organized under the County Water District Law, Division 12 of the
California Water Code. The District’s governing board is comprised of an elected five-
member board of directors serving staggered four-year terms. Elections are based on a
registered resident-voter system. In addition to electing a president, the board is required
to appoint a secretary and general manager to assist in the duties and operations of the
district. The board is also required to appoint an auditor, treasurer or retain an
independent auditor to monitor the financial condition of the district. Services can be
financed through water use and standby charges, assessments, and general obligation and
revenue bonds.

u Zoning standards for land located within CVWD’s jurisdictional boundary was subsequently amended to “Agricultural Watershed,”
which limits lot-line adjustments to 160-acre parcel minimums.

12 cvwp applied a surcharge on water sales between 1987 and 1998. The District ended this practice following a recommendation
by an outside consultant that it amend its rate schedule to be identical to the rate charged by Napa to its inside-city customers.
(Consultant’s recommendation was prompted by a Napa County Grand Jury report highlighting the discrepancy between the two
agencies’ water rates.)
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CVWD’s board meetings are conducted on the second Monday of every month at the
County of Napa’s administration building and are open to the public. Board members are
compensated $100 each month for all meetings attended. Pursuant to County Water
District Law (Water Code 30000 et. seq.), the District is authorized to provide the
following municipal services:

e Any act necessary to furnish sufficient water in the district for any present or
future beneficial use, including the storage, conservation, and operation of water
works (WC §31020-31022)

e The collection, treatment, and disposal of sewage, waste, and storm water (WC
§31100)

e Drain and reclaim lands within the district for any beneficial use (WC 831033)

e Provide fire protection authorized under the Fire Protection Law of 1987 (WC
§31120)

e Construct, maintain, or operate works or facilities for recreational activities (WC
§31130)

e Acquire, construct, or operate facilities for the collection and disposal of garbage
and waste (WC §31135)

e Construct, maintain, or operate hydroelectric power plants (WC §31149.1)

CVWD provides only the first service listed above.

OPERATIONS

Operations and management of CVWD'’s potable water distribution system is provided
by the City of Napa. Customer inquiries, including billing and service questions, are
directed to Napa’s Public Works Department, Water Division. Under this arrangement,
Napa acts as general manager on behalf of the District. Designated city staff is on call 24
hours a day, 7 days a week to respond to reported emergencies. The District employs one
part-time administrator whose responsibilities include acting as district secretary, as well
as interacting on behalf of the board with local government agencies.

22



WATER SERVICE STUDY LAFCO OF NAPA COUNTY

ADOPTED BOUNDARIES

CVWD’s adopted service area is comprised of a contiguous, unincorporated area
consisting of approximately 1,416 acres. The District’s adopted sphere of influence
encompasses nearly its entire jurisdictional boundary with the exception of two parcels
located immediately outside its western and southern sphere boundary.*® The District is
under the land use authority of the County of Napa. Land located within the District’s
adopted sphere of influence is designated under the County’s General Plan as
“Agriculture Watershed and Open Space.” Zoning for this area is comprised of
“Agriclzkjltural Watershed.” This zoning standard requires a minimum parcel size of 160
acres.

CVWD - Adopted Boundaries
District Boundary: 1,416 acres *
Sphere of Influence Boundary: 1,182 acres *

* Figures are approximations calculated using information generated by LAFCO and
County of Napa’s geographic information systems.

WATER SUPPLY

CVWD’s water supply is generated from the supply of the City of Napa. Pursuant to its
water supply agreement with Napa, the District is annually allocated 100 acre-feet of
potable water through 2017. Napa’s water supply is commingled between three sources:
Lake Hennessey, Milliken Reservoir, and the State Water Project.

CVWD - Available Water Supply (acre-feet)
City of Napa | 100 (annual allocation)

WATER DEMAND

In 2002, the City of Napa delivered approximately 16,250,000 gallons (50 acre-feet) of
potable water to CVWD, resulting in a daily average of 44,521 gallons. The District’s
maximum day water demand is unknown. The District currently provides water service
to 74 connections. Of this amount, 72 connections are residential and 2 connections are
agricultural.

3 Both parcels were included as part of CVWD’s original jurisdictional boundary but were excluded from its sphere of influence at
the time of LAFCO’s last review of the District in 1985; LAFCO concluded that its was economically infeasible for the District to
provide adequate water service to both parcels due to the limitations of the prior distribution system.

14 cVWD land located outside its adopted sphere of influence is also zoned Agricultural Watershed.
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CVWD - 2002 Water Demand

Annual Water Demand: 16,250,000 gallons
Average Water Demand: 44,521 gallons
Maximum Day Water Demand: Not Available *
Service Connections: 74

Population Served: 204**

* Title 22 of the California Code of Regulations requires that sufficient water be
available from the water sources and distribution reservoirs to adequately and
dependably meet the requirements of all users under maximum demand conditions.

** Calculated in accordance with Title 22 of the California Code of Regulations
864412(a)(2). Estimate based on the total number of service connections multiplied
by a service factor or 3.3.

WATER TREATMENT FACILITIES

CVWD does not own, lease, or operate treatment facilities. Water delivered to the
District is treated by the City of Napa.

DISTRIBUTION AND STORAGE FACILITES

CVWD’s distribution system receives and delivers potable water generated from the City
of Napa’s distribution system. The District’s system consists of eight to twelve inch
water lines that are served by two connection points to Napa’s water distribution system
at Thompson Road and Stonebridge Drive/Sunset Road. The District is part of Napa’s
“Browns Valley — Zone No. 4.” Water supply and pressure for this pressure zone is
served by Napa’s B-Tank, which has a storage capacity of 1.0 million gallons.

RATE SCHEDULE

CVWD customers are charged a bimonthly usage charge for water service. The usage
charge is equal to the City of Napa’s inside customer rate and is based on the volume of
water delivered measured in units of 1,000 gallons. The usage charge is billed and
collected by Napa. A one-time connection fee is billed and collected by the District.

CVWD - Rate Schedule
Water Usage Fee: $3.23 per 1,000 gallons *
Water Connection Fee: $ 7,683

* Billed and collected by the City of Napa
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FINANCIAL

CVWD has an approved operating budget for 2002-2003 of $62,678.66. Primary
expenses include professional services, insurance coverage, and payment on outstanding
debts. The District’s anticipated revenue for 2002-2003 is $62,231. Revenue sources
include property taxes, interest from its reserve balance, and water connection fees. The
District’s reserve balance as of July 2002 was $490,506.

WRITTEN DETERMINATIONS

In anticipation of reviewing and updating Congress Valley Water District’s sphere of
influence, and based on the above-mentioned information, the following written
determinations were adopted by the Commission to fulfill the requirements of California
Government Code §56430."°  When warranted, some determinations include
supplemental information listed in italics to provide context to the underlying service
factor. A review of the District’s sphere of influence will be included as part of a future
study.

Infrastructure Needs or Deficiencies:

1. The Congress Valley Water District indirectly provides water service to its
constituents through an agreement with the City of Napa. This agreement
provides the District with an adequate supply of water to meet existing and future
water demands under normal conditions within the timeframe of this study.

2. It is anticipated that the Congress Valley Water District’s contracted supply of
potable water will be proportionally reduced during periods of below normal and
dry year conditions as a result of conservation measures implemented by the City
of Napa. To lessen the impact to its constituents during these periods, the District
should make a concerted effort to reduce system demands by promoting and
developing water conservation programs in consultation with Napa.

3. The ability of the Congress Valley Water District to provide water service to its
constituents is dependent on the supply, treatment, distribution, and storage
facilities of the City of Napa. Any impediment or interruption in Napa’s water
system operations would diminish service levels and likely result in water
shortages within the District.

4. The City of Napa has established an effective program for evaluating its water
service operations with respect to addressing infrastructure needs or deficiencies.
Napa’s management of its water service operations helps to ensure adequate
supply and capacity for constituents of the Congress Valley Water District and
provides assurance that needed infrastructure improvements are implemented in a
timely manner.

15 | AFCO Resolution No. 04-18, adopted June 10, 2004.
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5. The Congress Valley Water District should continue to work with the City of
Napa to identify and address mutually beneficial system improvements to
maintain an adequate level of water service within its jurisdictional boundary.

Growth and Population Projections:

1. The Congress Valley Water District is under the land use authority of the County
of Napa. Land located within the District is zoned “Agricultural Watershed.”
This zoning standard helps to restrict future development within the District by
requiring minimum parcels sizes of at least 160 acres.

2. There are eight parcels located within the Congress Valley Water District’s
jurisdictional boundary under “Williamson Act” contracts with the County of
Napa. These parcels represent approximately forty percent of the entire
jurisdictional boundary and help to ensure the preservation of agriculture and
open space as significant land uses within the District.

Parcels under Williamson Act contracts are required to maintain their
agricultural and open space land uses over the course of renewable 10-year
periods in exchange for reduced property tax assessments.

3. The Congress Valley Water District’s water supply agreement with the City of
Napa, which allocates 100 acre-feet per year and authorizes the District to allow
up to 140 service connections to parcels of legal record as of 1987, constrains
growth while providing appropriate parameters for the District to accommodate
future service demands.

4. The calculation formula codified in Title 22 of the California Code of Regulations
864412(a)(2) is an appropriate method in estimating the total population served
by Congress Valley Water District’s water service system. The population served
by the District’s water system based on this calculation method is 244.

Financing Constraints and Opportunities:

1. Under its agreement with the City of Napa, the Congress Valley Water District is
not responsible for costs relating to the operation, maintenance, or replacement of
facilities involved in the delivery of potable water within its jurisdictional
boundary. This arrangement allows the District to apply its revenue sources for a
variety of non-operational purposes, such as funding special studies and paying
down long-term debt.

2. The Congress Valley Water District can generate additional revenue by collecting
a surcharge on water sales within its jurisdictional boundary. This feature allows
the District to raise additional revenue to finance unexpected costs or special
projects without depleting its cash reserves or relying on outside financing.
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Cost Avoidance Opportunities:

1. The Congress Valley Water District’s agreement with the City of Napa eliminates
costs for the District with respect to the delivery of potable water service to its
constituents.  Notable cost-savings associated with this agreement include
providing the District with access to a wide range of administrative and
operational support, including billing and collections, engineering, and
maintenance personnel.

2. The decision by the Congress Valley Water District to contract for water service
with the City of Napa reflects the financial constraints associated with developing
its own water resources and promotes the benefits of local partnerships.

Opportunities for Rate Restructuring:

1. The Congress Valley Water District maintains its water rates at a level and
structure identical to the rate and structure adopted by the City of Napa for
customers located within its incorporated territory. This practice provides District
constituents with a distinct economic advantage, as their rates are — on average —
lower than the rates offered by the other four special districts providing potable
water service in Napa County.

2. In the event the City of Napa increases its water service rates for customers
located within its incorporated boundary, the Congress Valley Water District may
choose to increase its rates to remain concurrent with the City. This is a fair and
equitable approach to ensure that District constituents pay an equal share of
increased operational costs and capital improvement projects as beneficiaries of
Napa’s water service operations.

Opportunities for Shared Facilities:

1. The Congress Valley Water District’s agreement with the City of Napa represents
a successful partnership promoting the benefits and cost-effectiveness of shared
facilities and staff resources while achieving the District’s objective to provide a
reliable source of water for its constituents.

Government Structure Options:

1. The Congress Valley Water District is the only public agency providing water
service within its jurisdictional boundary. There are two other public agencies
empowered to provide water service whose jurisdictions overlap that of the
District: the Napa County Flood Control and Water Conservation District and
Napa County Resource Conservation District. Both of these agencies have
elected not to offer water service, and have expressed no intentions of doing so in
the foreseeable future.
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2. The Congress Valley Water District is empowered under the County Water
District Act to provide seven municipal services: water, sewer, land reclamation,
fire, recreation, sanitation, and hydroelectric power. Due to its rural residential
use and agricultural land use designation under the County of Napa, the District
does not require a full range of municipal services. Only water for domestic and
agricultural use is an appropriate and needed service within the District.

3. The Congress Valley Water District has been successful in achieving its original
service objective to facilitate an agreement on behalf of its constituents with the
City of Napa for the procurement of a potable water supply. The formation of the
District and its subsequent management has proven to be a responsive instrument
in meeting the service needs of the community by localizing costs for the direct
benefit of its constituents.

4. The Congress Valley Water District currently provides water service to an
unincorporated “island” parcel located at 4062 Old Sonoma Road. Since it is
prohibited from extending water service to this parcel through an outside service
agreement based on its agreement with the City of Napa, the District is
encouraged to initiate annexation proceedings or amend its agreement with Napa
to allow it to request an outsider service agreement from the Commission.
Successful implementation of either action will bring the District in compliance
with the Cortese-Knox-Hertzberg Reorganization Act of 2000.

5. In the event the Congress Valley Water District is dissolved, the City of Napa
would be prohibited from providing new or extended water service within the
District’s former jurisdiction without first obtaining the approval of the
Commission pursuant to Government Code §56133. Under these circumstances,
landowners within the District who have helped fund the distribution system
through an allocation of their property taxes without establishing water service
would not be able to receive service unless approved by the Commission.

Government Code 856133(b) authorizes the Commission to allow a public
agency to provide new or extended potable water service outside its
jurisdictional boundary but within its sphere of influence in anticipation of a
later change of organization. Further, Government Code 856133(c) states
that the Commission may allow an agency to provide new or extended potable
water services outside its jurisdictional and sphere of influence boundaries
only to respond to an existing or impending public health and/or safety threat.

6. Future municipal service reviews should focus on whether the scheduled
dissolution of the Congress Valley Water District at the conclusion of its
agreement with the City of Napa is appropriate to best meet the service needs of
its constituents beyond 2017.
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Evaluation of Management Efficiencies:

1. Each year, the Congress Valley Water District provides a summary of past and
projected revenues and expenditures as part of its annual budget. The budget is
adopted following a publicly noticed board meeting in which members of the
public are allowed to comment and offer suggestions with respect to expenditures
relating to District activities. In addition to enhancing the accountability of
elected and appointed officials, the District’s budget process provides a clear
directive towards board members and staff with respect to prioritizing local
resources.

2. The Congress Valley Water District has sufficient capital reserves to help finance
special projects or emergency improvements to its distribution system; reserves
are generated from interest on previously accumulated reserves, property taxes,
and connection fees. Applying surplus revenue from these sources is a fair and
equitable approach to passing capital expenditures to ratepayers without incurring
or relying on loans, special assessments, or bonded indebtedness to fund
unexpected or anomalous projects.

3. The Congress Valley Water District should evaluate interest among its
constituents towards developing reclaimed water service within its jurisdictional
boundary. The development of reclaimed water service within the District would
provide an alternative water source for agriculture and landscape users while
maximizing existing water resources within the community.

4. The Congress Valley Water District should develop a strategy towards managing
its cash reserves in anticipation of its scheduled dissolvement in 2017.

As of July 2003, the Congress Valley Water District maintained a cash
reserve balance of $511,169, while having approximately $260,000 remaining
in long-term debt obligations.

Local Accountability and Governance:

1. The Congress Valley Water District’s board meetings are conducted once a month
and are open to the public. Public inquiries involving water service operations
can be addressed to the Board at this time. Regularly scheduled meetings provide
an opportunity for District constituents to ask questions of their elected and
appointed representatives, while helping to ensure that service information is
being effectively communicated to the public.
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2. The Congress Valley Water District’s governing body is comprised of five
directors serving reappointed terms in lieu of other candidates seeking election.
The lack of participation among constituents to serve on the District’s governing
board reflects a need for improving public outreach efforts to remind constituents
of the role of the District and the importance of community involvement in its
decision making process.

3. In anticipation of future board member departures, the Congress Valley Water
District should begin to recruit and acquaint new board member candidates with
respect to local service goals and objectives. This will help to ensure a viable pool
of successor candidates, and provide an opportunity to cultivate new perspectives
and approaches that may prove successful in meeting the service needs of the
District.

4. The Congress Valley Water District relies largely on the efforts of the City of
Napa to inform its constituents regarding water service operations within its
jurisdictional boundary. The District should make a concerted effort to improve
its public dialogue with its constituents by better publicizing its meetings,
establishing a dedicated phone line, and developing an annual newsletter. These
efforts would enhance its local accountability, foster greater public participation,
and help increase its visibility as the local water use authority.

5. The Congress Valley Water District is governed by a responsive and dedicated
board and staff. These characteristics enhance local accountability and cultivate
desirable working relationships with members of the public as well as other
agencies.
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LAKE BERRYESSA RESORT IMPROVEMENT DISTRICT

OVERVIEW

The Lake Berryessa Resort Improvement District (LBRID) was established in 1965 to
provide potable water and sewer services to a planned residential and recreational
community along the northwestern shoreline of Lake Berryessa at Putah Creek. The
District was formed under the Resort Improvement District Law, which was enacted by
the California Legislature in 1961. The law was created to facilitate the formation of
public agencies capable of providing a wide range of municipal services in areas best
suited for recreational and seasonal uses. Along with water and sewer, other prominent
services authorized under the law included fire protection, planning, public recreation,
and street lighting. It was expected that the District would offer additional services
authorized under the law as needed. However, in 1971, the law was amended to preclude
a district from providing services that were not already being provided as of July 1, 1970.
At the time of the amendment, the District had only established water and sewer service.

LBRID’s formation was proposed by the Labry Corporation to help facilitate the
development of an approximate 2,000-unit subdivision to be known as the “Berryessa
Estates.” The formation of the District was proposed after the Labry Corporation had
approached the County of Napa to express its interest in developing a subdivision at
Putah Creek. To assist in the development of the area, the Board of Supervisors agreed to
serve as the District’s governing body and directed the Napa County Flood Control and
Water Conservation District (NCFCWCD) to provide operation and administrative
services for the District.'®

At the time of LBRID’s formation, it was anticipated that the Berryessa Estates would be
developed in five phases and include a mixture of uses. Planned uses included single-
family residential, multi-family residential, commercial, and recreational. Development
of the Berryessa Estates commenced in 1965 with the construction of “Unit One” and
“Unit Two.” Unit One involved the construction of Stagecoach Canyon Road, which
connected the subdivision to the nearest county road, Snell Valley Road. Unit Two
involved the creation of 351 single-family residential lots. The development of the
remaining phases of the Berryessa Estates, which was expected to include additional
residential units and recreational amenities, was not pursued due to market demand and
land use policies.’

16 Based on an informal agreement with the NCFCWCD, the County Public Works Department currently provides operation and
administrative services for LBRID.

Yin 1975, Napa and Contra Costa Counties filed suit against the Labry Corporation for false advertising. The suit alleged that the
Labry Corporation had misled investors by promising the construction of certain amenities for residents of Berryessa Estates, such
as a marina and golf course. In 1976, the Contra Costa County Superior Court issued a judgment requiring the Labry Corporation
to make certain improvements at the Berryessa Estates. Notable improvements specified by the Court included a boat launch, pier,
campground site, and marina.
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In late 1965, LBRID issued general obligation bonds to finance the construction of water
and sewer facilities for Unit Two. These facilities included a water treatment plant,
storage facilities, and a distribution system. In 1969, the District formalized a water
supply agreement with the Napa County Flood Control and Water Conservation District
(NCFCWCD). Renewed in 1999, the agreement provides the District with an annual
water entitlement of 200 acre-feet from Lake Berryessa through 2024.

In 1996, LBRID authorized a status report on its water and sewer facilities.*® The report
was in response to damage caused by the previous year’s storms along with increased
federal and state drinking water standards. The report noted that a significant portion of
the District’s reserves had been recently used on maintenance improvements to its water
system. The report also noted that the County had been using money from its general
fund to help cover the cost of larger improvement projects on behalf of the District,
including the repair of three storage tanks. The report noted, beginning in 1996, that
these funds would no longer be available to the District. As a result, additional revenue
was needed to maintain operations and replenish the District’s reserves to fund future
capital improvements. Notably, the report recommended the construction of a backup
water treatment plant to meet increased drinking water standards.

Following the release of the 1996 status report, LBRID implemented a number of steps to
increase its revenue base. In late 1996, the District’s water usage rates were increased by
nine percent to help meet operational and maintenance costs. Also, in 1998 and 2000,
voters approved special taxes to finance various improvement projects for the District’s
water system along with replenishing a depleted reserve fund. The District also received
grants from California’s Office of Emergency Services and the United States Department
of Housing and Urban Development to help finance repairs caused by the 1995 storms.

A prominent planning factor for LBRID involves the limited development within its
primary service area, the Berryessa Estates. As noted, the Berryessa Estates was intended
to include the development of a multi-phased 2,000-unit subdivision. Due to market
demand and land use policies, however, only the first two phases were developed.
Further, development within these phases has been limited. Notably, although Unit Two
involved the creation of 351 residential lots, only 49 percent of these lots were developed
as of December 2002.%°

8 The report was conducted by the County Public Works Department and was prepared in conjunction with an evaluation of the
facilities of the Napa-Berryessa Resort Improvement District.

19" Estimate based on the total number of service connections (171) within the Berryessa Estates.
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GOVERNANCE

LBRID was organized under the Resort Improvement District Law, Division 11 of the
California Public Resource Code. The District’s governing body consists of the Napa
County Board of Supervisors, who are elected to staggered four-year terms by district
voting.?® Supervisors are required to conduct the business of the District in accordance
with the provisions of County Service Area Law. District elections are based on a
resident-voter system. Potable water services can be financed through water usage and
availability charges, assessments, and general obligation and revenue bonds.

LBRID’s board meetings are conducted on a need basis, and typically are called to
address budget issues, project approval, and rate increases. Meetings are conducted at the
County of Napa’s Administration Building and are open to the public. Pursuant to the
Resort Improvement District Law (Public Resource Code 13000 et. seq.), the District was
originally authorized to provide the following municipal services:

e To supply water for domestic, irrigation, sanitation, industrial, fire protection,
and/or recreation uses (PRC 813070-a)

e The collection, treatment, and disposal of sewage, waste, and storm water (PRC
§13070-b)

e Fire protection (PRC §13070-c)

e Community planning (PRC §13070-d)

e The collection and disposal of garbage (PRC §813070-e)
e Public recreation (PRC §13070-f)

e Street lighting (PRC 813070-9)

e Mosquito abatement (PRC §13070-h)

e The equipment and maintenance of a police department or other police protection
(PRC 813070-i)

e Road construction (PRC §13070-j)

e Public work improvements, including the construction of bridges, culverts, curbs,
gutters, and drains (PRC 813070-k)

20 The Board of Supervisors is authorized to delegate any of its governance powers to a five-member board of directors. Four of the
five directors must be elected by LBRID voters, with the fifth director being the supervisor representing the affected area.
However, upon the unanimous vote of the directors, the board may consist of five members who are all elected resident voters of
the District.
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e The construction of parking and transportation facilities (PRC §13070-1)

In 1971, the Resort Improvement District Law was amended limiting LBRID to
providing only the first two services listed above.

OPERATIONS

Under the direction of the Napa County Board of Supervisors, the Napa County Public
Works Department provides administrative and operational services for LBRID’s potable
water and sewer systems. The County employs one full-time licensed operator to manage
the District’s day-to-day operations. The operator is on call 24 hours a day, 7 days a
week, to respond to reported emergencies. In addition to the full-time operator, the
District and the Napa-Berryessa Resort Improvement District share a full-time licensed
water and sewer treatment supervisor. Customer inquiries, including billing and service
questions, are directed to the Public Works Department. Extra help is made available to
the District on a need basis. Currently, two extra help personnel assist with operations at
both the District and the Napa-Berryessa Resort Improvement District.

ADOPTED BOUNDARIES

LBRID’s adopted service area is comprised of a contiguous, unincorporated area
consisting of approximately 2,030 acres. The District’s adopted sphere of influence
encompasses less than 12 percent of all land located within its jurisdictional boundary.
The District is under the land use authority of the County of Napa. Land located within
the District’s adopted sphere of influence is designated under the County’s General Plan
as “Agricultural Watershed and Open Space” and “Rural Residential.” Zoning for this
area is comprised of two standards, “Agricultural Watershed” and “Planned
Development.”®* Parcels zoned Agricultural Watershed require a minimum parcel size of
160 acres. There are no minimum sizes for parcels zoned Planned Development.

LBRID — Adopted Boundaries
District Boundary: 2,030 acres *
Sphere of Influence Boundary: 225 acres *

* Figures are approximations calculated using information generated by LAFCO and
County of Napa’s geographic information systems.

21 | BRID land located outside of its adopted sphere of influence is zoned Agricultural Watershed and Planned Development.
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WATER SUPPLY

LBRID’s water supply is drawn from Lake Berryessa.?> The District’s right to draw
water from Lake Berryessa is secured through a 1999 agreement with NCFCWCD.
NCFCWCD presently administers an agreement with the United States Department of the
Interior, Bureau of Reclamation, for an annual water entitlement of 1,500 acre-feet from
Lake Berryessa. In turn, NCFCWCD subcontracts this entitlement to several property
owners in the Lake Berryessa area along with three special districts, including LBRID.
As a subcontractor to NCFCWD, the District is annually entitled to 200 acre-feet of water
from Lake Berryessa through 2024.

LBRID — Available Water Supply (acre-feet)
Solano Project: | 200 (annual entitlement) *

* Pursuant to its agreement with NCFCWCD, the District may request an increase to its
annual entitlement of up to 20 percent, or 40 acre-feet. This annual entitlement
continues through 2024.

WATER DEMAND

In 2001-2002, LBRID delivered approximately 23,464,800 gallons (72 acre-feet) of
potable water, resulting in an approximate daily average of 64,287 gallons. The District’s
maximum day water demand was approximately 140,000 gallons. LBRID currently
provides water service to 171 service connections. All 171 service connections are
located within Unit Two of the Berryessa Estates.

LBRID - 2001-2002 Water Demand

Annual Water Demand: 23,464,800 gallons
Average Daily Water Demand: 64,287 gallons
Maximum Day Water Demand: 140,000 gallons *
Service Connections: 171

Population Served: 564 **

* Title 22 of the California Code of Regulations requires that sufficient water be
available from the water sources and distribution reservoirs to adequately and
dependably meet the requirements of all users under maximum demand conditions.

22 Lake Berryessa was developed by the United States Department of the Interior, Bureau of Reclamation, as part of its Solano
Project. The Solano Project originally intended to provide Napa, Yolo, and Solano Counties with a reliable source of water for
agricultural and domestic uses. After concluding that the Berryessa Valley would be an ideal location for the creation of a water
reservoir by damming Putah Creek, the Bureau of Reclamation approached all three counties about participating in a joint project.
However, both Napa and Yolo decided against participating in the project, leaving Solano County as the sole participant. The
Monticello Dam was completed in 1957, and the formation of Lake Berryessa was finished by 1964. Based on its participation,
Solano County maintains the majority of water rights to Lake Berryessa. Lake Berryessa has an approximate storage capacity of
1.6 million acre-feet.
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** Calculated in accordance with Title 22 of the California Code of Regulations
864412(a)(2). Estimate based on the total number of service connections multiplied
by a service factor or 3.3.

Projected water demands for LBRID are not available.

WATER TREATMENT FACILITIES

LBRID provides treatment of raw water generated from Lake Berryessa at the Lake
Berryessa Water Treatment Plant (WTP). Constructed in 1967, the Lake Berryessa WTP
disinfects and filters raw water captured from a floatable intake system at Putah Creek.
The treatment process begins as raw water is captured by a submersible pump and
provided with an initial treatment of potassium permanganate (disinfectant). Raw water
is conveyed through a transmission line that connects the intake system to the Lake
Berryessa WTP. Pro Pac (coagulant) and chlorine (disinfectant) are added and mixed as
the raw water is conveyed into a clarifier. Raw water is detained in the clarifier to
facilitate the sedimentation of solids in the water. Solids are removed from the treatment
process as water is cycled through a two-stage filtering process before entering into a
10,000 gallon clearwell tank. The clearwell tank completes the disinfection process by
allowing the water to complete its necessary contact time with the chlorine. Finished
water remains in the clearwell tank until storage levels within the distribution system
require recharge. The Lake Berryessa WTP has a treatment capacity of 174 gallons per
minute, resulting in a daily capacity of 250,000 gallons.

Lake Berryessa Water Treatment Plant

Water Source: Solano Project (Lake Berryessa)

Treatment Capacity: 174 gallons per minute; or
250,000 gallons per day

Clearwell Tank Capacity: 10,000 gallons

DISTRIBUTION SYSTEM AND STORAGE FACILITIES

LBRID’s water distribution system receives and distributes treated water generated from
the Lake Berryessa WTP. The distribution system consists of a network of six, eight, ten,
and twelve inch water lines that provide service to Unit Two of the Lake Berryessa
Estates subdivision. The distribution system overlays three water pressure zones and is
served (recharge and system pressure) by three storage tanks. Due to the service area’s
topography, a pump station is required to lift treated water from Lake Berryessa WTP’s
clearwell tank into the distribution system.

The distribution system operates on a supply and demand basis and responds to storage

levels within the District’s 200,000 gallon storage tank (Storage Tank 1). When storage
levels in Storage Tank 1 fall below a designated operating level, treated water is
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discharged from the clearwell tank. As water enters into the primary distribution system,
water levels inside Storage Tank 1 are recharged. Storage Tank 1 and Storage Tank 2
are each equipped with pumps in order to lift water into the higher pressure zones.
Storage Tank 3 is located within the District’s highest elevation and is not equipped with
a pump. All three storage tanks work in conjunction with one another to maintain
adequate pressure throughout the system by using gravity.

LBRID - Distribution Storage Capacity

Storage Tank 1: 200,000 gallons
Storage Tank 2: 100,000 gallons
Storage Tank 3: 100,000 gallons
TOTAL: 400,000 gallons*

* Total does not include storage capacity at Lake Berryessa WTP’s clearwell tank
(10,000 gallons).

RATE SCHEDULE

LBRID customers are charged two fees for water service: a monthly usage fee and an
annual availability fee. The usage charge is based on the volume of water delivered and
is measured in units of 1,000 gallons. The availability fee is fixed and charged to every
parcel within Unit Two that have water infrastructure available to their property. The
District also collects a fixed one-time water service connection fee in the amount of
$1,200.

LBRID — Rate Schedule

Water Usage Fee: $1.44 per 1,000 gallons
Water Availability Fee: $468 *

Connection Fee: $1,200

* In 1998, district landowners approved a special tax resulting in the transformation of
the availability fee into a special parcel tax.

FINANCIAL

LBRID has an approved operating budget for 2002-2003 of $331,061. Primary expenses
include maintenance and operation costs, payroll, and insurance coverage. The District’s
anticipated revenue for 2002-2003 is $315,571. Revenue sources include water and
sewer service fees, and property taxes. The District also receives revenue from a special
tax approved by voters in 2000. The revenue generated from this special tax will
continue until 2010. As of February 2003, the District’s cash balance was $148,227.
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WRITTEN DETERMINATIONS

In anticipation of reviewing and updating the Lake Berryessa Resort Improvement
District’s sphere of influence, and based on the above-mentioned information, the
following written determinations were adopted by the Commission to fulfill the
requirements of California Government Code §56430.2 When warranted, some
determinations include supplemental information listed in italics to provide context to the
underlying service factor. A review of the District’s sphere of influence will be included
as part of a future study.

Infrastructure Needs or Deficiencies:

1. Through its contractual agreement with the Napa County Flood Control and
Water Conservation District, the Lake Berryessa Resort Improvement District
imports an adequate supply of water to meet existing system demands under
normal conditions. It is anticipated that this supply is sufficient to meet future
system demands under normal conditions within the timeframe of this study.

2. The Lake Berryessa Resort Improvement District should continue to pursue
opportunities to increase and enhance its available water supply by developing a
water conservation program. A water conservation program, which should
encompass a variety of measures to remind constituents of the importance of
conservation, will reduce system demands and help to ensure an adequate water
supply during periods of below normal and dry year conditions.

3. The ability of the Lake Berryessa Resort Improvement District to address
infrastructure needs or deficiencies in a timely manner is constrained by its
financial resources relative to the cost of service.

4. The Lake Berryessa Resort Improvement District’s maximum day water demand
is an important component in evaluating its current and future service capacities.

Title 22 of the California Code of Regulations requires all public water
service providers ensure sufficient water be available from their supply,
treatment, and storage facilities to adequately and dependably meet the
requirements of all users under maximum demand conditions before
permitting additional connections.

5. The Lake Berryessa Resort Improvement District has adequate treatment capacity
to independently meet existing maximum day water demands. It is anticipated
that this capacity is sufficient to meet future maximum day water demands within
the timeframe of this study.

23 | AFCO Resolution No. 04-22, adopted October 14, 2004.
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Lake Berryessa Resort Improvement District’s maximum day demand in 2002
was 140,000 gallons, while its water treatment plant’s daily capacity is
250,000 gallons.

6. The Lake Berryessa Resort Improvement District has adequate treated water
storage capacity to independently meet existing maximum day water demands.
This capacity helps to ensure adequate reserves are available during an emergency
or interruption in service. It is anticipated that this capacity is sufficient to meet
future maximum day water demands within the timeframe of this study.

Lake Berryessa Resort Improvement District’s treated water storage capacity
is 400,000 gallons, while its maximum day water demand in 2002 was
140,000 gallons.

7. Central components of the Lake Berryessa Resort Improvement District’s water
system, including its treatment plant and storage tanks, have been in operation
since the 1960s. As a result, the water system requires a higher level of
maintenance, resulting in additional costs with respect to repairs and staff time.

8. The Lake Berryessa Resort Improvement District requires a comprehensive
facilities plan regarding its water service operations. This plan should evaluate
existing water system facilities, project future water demands, and offer
recommendations with respect to immediate and long-term capital improvements
that are consistent with the service needs of the community.

Growth and Population Projections:

1. The Lake Berryessa Resort Improvement District is under the land use authority
of the County of Napa. Land located within the District’s primary service area,
Unit Two, is zoned “Planned Development.” This zoning standard does not
require a minimum parcel size. This allows for additional density, including
residential and commercial, to occur within Unit Two for existing or new lots
upon the approval of a modified or new use permit.

In absence of a use permit, allowable uses for parcels zoned planned
development include telecommunication facilities and minor antennas.
Allowable uses upon grant of a use permit include residential, commercial,
educational, recreational, mobile home parks, and institutional facilities.

2. Land located outside of the Lake Berryessa Resort Improvement District’s
jurisdictional boundary is designated under the County of Napa General Plan as
“Agriculture, Watershed, Open Space.” This land use designation discourages the
Commission from approving annexation proposals to the District based on its
policy to direct the extension of municipal services away from land designated for
agriculture unless it is in response to a health or public safety concern.
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3.

The calculation formula codified in Title 22 of the California Code of Regulations
864412(a)(2) is an appropriate method in estimating the total population served
by Lake Berryessa Resort Improvement District’s water service system. The
population served by the District’s water system based on this calculation method
is 564.

Financing Constraints and Opportunities:

1.

The Lake Berryessa Resort Improvement District’s water supply agreement with
the Napa County Flood Control and Water Conservation District provides the
District with a reliable source of water at a cost below market value. This
agreement enables the District to establish and maintain a revenue stream based
on its water supply that exceeds its cost of purchase, which helps to finance other
operational and maintenance services.

The Lake Berryessa Resort Improvement District currently pays the Napa
County Flood Control and Water Conservation District $20 per acre foot
(325,900 gallons), while charging customers a usage rate of $1.44 per 1,000
gallons. This results in a cost-to-revenue of $20 to $469 for each acre-foot
(note: this does not take into account pumping, treatment, storage, and
distribution costs.)

The ability of the Lake Berryessa Resort Improvement District to generate
sufficient revenues has been hampered by unfulfilled development plans within its
jurisdictional boundary. As a result, service costs for the District is spread out
among fewer ratepayers, resulting in under funded operations and dependency on
outside assistance to finance capital improvements.

Over the past several years, the Lake Berryessa Resort Improvement District has
relied on its cash reserves to help meet its operating expenses. The use of cash
reserves to cover operating expenses restricts the ability of the District to generate
and dedicate cash reserves for needed capital improvements.

The Lake Berryessa Resort Improvement District’s connection fee for water service
is low relative to the connection fee adopted by other public water service providers
in Napa County. As part of a water rate evaluation, the District should consider
increasing its connection fee to help cover the cost of capital improvements needed to
serve existing and future development within its jurisdictional boundary.

The Lake Berryessa Resort Improvement District’s connection fee serves as a buy-in
charge for new development within its jurisdictional boundary. This is an appropriate
and equitable approach to ensuring that new development pays a fair share of past
and future expense relating to the development and maintenance of the water system.
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6. The Water Security, Clean Drinking Water, Coastal and Beach Protection Act of

2002 provides grant funding to public agencies to develop and enhance local
water resources and related infrastructure and facilities. This program may
provide the Lake Berryessa Resort Improvement District an opportunity to secure
financing for needed capital improvement projects, including automating its
operational facilities. The District should contact the California Department of
Water Resources to begin exploring funding opportunities under this program.

Cost Avoidance Opportunities:

1. The Lake Berryessa Resort Improvement District benefits from cost-savings

2.

associated with its relationship with the County of Napa Public Works
Department. Notable cost-savings associated with this relationship include
providing the District with access to a wide range of administrative and
operational support, including billing and collections, engineering, and
maintenance personal.

The Lake Berryessa Resort Improvement District would benefit from a regional study
evaluating whether cost avoidance opportunities are available with respect to joint
agency practices with other special districts serving the Lake Berryessa area.
Notably, a regional study may identify opportunities to realize savings relating to
infrastructure and equipment purchases, engineering services, and administrative
costs.

Opportunities for Rate Restructuring:

1.

The Lake Berryessa Resort Improvement District is presently evaluating a water
rate increase to support increased operational and maintenance costs and to help
fund capital improvements. Future studies should examine the relationship
between possible rate increases and the District’s ability to encourage water
conservation while generating sufficient revenues to meet cost of service.

Although the Lake Berryessa Resort Improvement District’s water rates are
among the lowest of all public water service providers in Napa County, its
availability fee, which is collected as part of a special parcel tax, is among the
highest. This dichotomy in rates discourages water conservation and encourages a
false perception of service costs.

It is appropriate for the Lake Berryessa Resort Improvement District to amend its
water rates to be more reflective of the actual costs of providing water service. An
increase in rates, which last occurred seven years ago, would provide the District
with additional revenue needed to finance capital improvements and help to
prevent future operating deficits.
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4. The Lake Berryessa Resort Improvement District should review the merits of
modifying its flat water usage rate schedule in favor of a tiered schedule. A tiered
rate schedule enables service providers to recover the costs of providing service to
high-use customers while strengthening water conservation efforts by providing a
financial incentive to conserve.

Opportunities for Shared Facilities:

1. The Lake Berryessa Resort Improvement District maintains an informal
relationship with the Napa-Berryessa Resort Improvement District to share staff,
equipment, and materials on a need basis. This relationship provides a
mechanism for both districts to pursue cost-efficiencies with one another with
respect to mutually beneficial improvements and projects within their respective
service areas.

2. The Lake Berryessa Resort Improvement District should explore opportunities to
share costs with the Spanish Flat Water District based on their proximity and
similar service area characteristics.

Government Structure Options:

1. The Lake Berryessa Resort Improvement District is the only public agency
providing water service within its jurisdictional boundary. There are two other
public agencies empowered to provide water service whose jurisdictions overlap
that of the District: the Napa County Flood Control and Water Conservation
District and Napa County Resource Conservation District. Both of these agencies
have elected not to offer water service, and have expressed no intentions of doing
so in the foreseeable future.

2. Due to an amendment to its principal act, the Resort Improvement District Law,
the Lake Berryessa Resort Improvement District is limited to providing only
water and sewer service. Additional analysis is needed to determine whether any
additional municipal services originally authorized for the District to provide are
required or warranted with respect to meeting the service needs of the community.

At the time of its formation, the Lake Berryessa Resort Improvement District
was authorized to provide twelve municipal services: water, sewer, fire
protection, community planning, garbage collection and disposal, public
recreation, street lighting, mosquito abatement, maintenance of a police
department, road construction, and general public works.

3. The Lake Berryessa Resort Improvement District has been successful in achieving
its original service objective to provide water and sewer service to the Berryessa
Estates community. However, due to its financial constraints, it is unclear
whether the District under its present organization can continue to effectively
meet the service needs of the community.
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4. Preliminary analysis suggests that there may be advantages to pursuing a change
in organization for the Lake Berryessa Resort Improvement District, and that
consolidation with the Napa-Berryessa Resort Improvement District and the
Spanish Flat Water District may be appropriate. This analysis indicates that
reorganization of these districts may establish economies of scale necessary to
enhance operational and service levels within their respective jurisdictional
boundaries and help to formalize service provision in the Lake Berryessa area.

5. Pursuant to California Government Code 856378, LAFCO should conduct a
governance study to evaluate the merits of reorganizing the Lake Berryessa
Resort Improvement District, Napa-Berryessa Resort Improvement District, and
the Spanish Flat Water District. This study should be completed prior to the next
scheduled service review of the District.

Evaluation of Management Efficiencies:

1. The Lake Berryessa Resort Improvement District provides an annual summary of
past and projected revenues and expenditures relating to its water service
operations as part of its annual budget. The budget is adopted following a
publicly noticed board meeting in which members of the public are allowed to
comment and offer suggestions with respect to expenditures relating to water
service. In addition to enhancing the accountability of the governing body, the
budget process provides a clear directive towards staff with respect to prioritizing
district resources.

2. The Lake Berryessa Resort Improvement District is indirectly managed by the
Napa County Flood Control and Water Conservation District, which in turns,
maintains an informal arrangement with County Public Works for administrative
and operational support. This arrangement has helped to facilitate a mistaken
perception of service responsibilities within the community. The Lake Berryessa
Resort Improvement District should make a concerted effort to remind its
constituents that it, not the County, is the local water use authority for the
community.

Local Accountability and Governance:

1. The Lake Berryessa Resort Improvement District meetings are conducted on a
need basis at the County of Napa’s Administration Building and are open to the
public. To improve its local accountability, the District should adopt a regular
meeting schedule. Regularly scheduled meetings provide an opportunity for the
District’s constituents to ask questions of their governing board, while helping to
ensure that service information is being effectively communicated to the public.
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2.

3.

The Lake Berryessa Resort Improvement District makes reasonable efforts to
maintain public dialogue with its constituents regarding its water service
operations. These efforts facilitate local accountability and contribute towards
public involvement in local governance.

The Lake Berryessa Resort Improvement District’s water service operations are
maintained and managed by a responsive and professional staff. These
characteristics enhance accountability and cultivate desirable working
relationships with members of the public as well as other agencies.
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LOS CARNEROS WATER DISTRICT

OVERVIEW

Established in 1978, the Los Carneros Water District (LCWD) was formed to provide
reclaimed water to a southwest portion of Napa County known as “Carneros.” The
District’s formation was purposely sought by local landowners to facilitate an agreement
with the Napa Sanitation District (NSD) for the planning, construction, and operation of
projects necessary for the delivery of reclaimed water for agricultural use. Although
various proposed reclamation projects were considered over the next 25 years, none were
implemented. As a result, the District has remained dormant with no immediate plans to
initiate operations or services.

LCWD’s formation followed several years of local efforts with respect to identifying
suitable water supply alternatives to creek diversions and groundwater withdraws. In
1976, a group of landowners organized the “Carneros Area Water Committee” and
petitioned the Napa County Board of Supervisors to authorize a study evaluating
potential agricultural water supply projects for the Carneros area. The study was
conducted by the Napa County Flood Control and Water Conservation District and
examined irrigation requirements for the Carneros area relating to topography, soil, and
climate conditions. Noting that the predominant land use within Carneros was devoted to
dry farming, and to a lesser extent vineyards and orchards, the study concluded that the
approximately 7,000-acre area would be best served with treated wastewater from an
advanced wastewater facility that was under construction by NSD.** Following the
release of the study, meetings were convened between the Carneros Area Water
Committee and NSD to discuss possible supply arrangements involving reclaimed water.
NSD agreed to negotiate a reclaimed water supply agreement once the landowners
formed a public agency capable of executing a contract agreement.

In 1977, following several public meetings with the Carneros Area Water Committee,
LAFCO approved the proposal to form LCWD under the California Water District Act.?®
Notably, LAFCO conditioned its approval by requiring the District to voluntarily dissolve
if an agreement was not reached with NSD for the delivery of no less than 2,000 acre-feet
of reclaimed water by January 1, 1980. In 1983, after receiving a deadline extension by
LAFCO, the District reached a 40-year agreement with NSD providing it the right to
obtain up to 2,000 acre-feet of secondary (restricted) treated wastewater annually for
agricultural use. The District agreed to be responsible for the design, planning, financing,
and construction of all improvements necessary to convey and distribute reclaimed water
from NSD’s Soscol Wastewater Treatment Plant to the District. In exchange for taking

24 . L . . . - .
The study projected costs for a conveyance and distribution system using two planning alternatives: minimum and maximum
service requirements. The minimum service system, which included a reduced service area encompassing low-lying lands and
excluded storage facilities, was projected to cost approximately $1,750,000. A maximum service system, which included service to
all parcels within the region and storage facilities, was projected to cost approximately $7,350,000. Comparatively, the maximum
system provided the Carneros area with greater planning flexibility, including the ability to accommodate potential changes in land
use patterns by alternating between secondary and tertiary treated wastewater.

% L andowners voted to approve the formation of LCWD on March 7, 1978.
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reclaimed water, the District would receive an annual payment from NSD. This payment
would be equal to the amount in savings incurred by NSD for not having to expend on
additional storage and treatment for the treated wastewater used by the District for each
calendar year. NSD agreed to manage its wastewater facilities in order that 2,000 acre-
feet of reclaimed water would remain available to the District. Water quality would be
consistent with standards established by federal, state, and local authorities. The
agreement included a timetable allowing NSD the right to contract with others for the
amount and/or portion of reclaimed water entitled to LCWD in the event the District was
not utilizing its entitlement by January 1, 1989.

In response to NSD’s requirement that LCWD utilize its allocation of reclaimed water by
January 1, 1989 or risk the loss of entitlement, LAFCO issued its own timetable for the
District. LAFCO required that the District dissolve unless a conveyance and distribution
system was in place by the aforementioned date. By 1989, the District completed design
plans for a distribution and conveyance system as well as secured required permits with
the San Francisco Bay — Regional Water Quality Control Board. After receiving an
extension from LAFCO to pursue financing, the District secured a low-interest loan from
the State of California to begin construction on its reclamation project. Implementation
of the District’s reclamation project, however, was suspended due to design and oversight
concerns expressed by NSD.

Beginning in the early 1980s, much of the agricultural land in the Carneros region
became vineyards, prompting a change in water quality requirements within LCWD.
Rather than requiring only secondary treated wastewater for irrigating dry farming crops,
the influx of vineyards prompted the District to procure tertiary (unrestricted) treated
wastewater to meet stricter federal and state water quality requirements.?® In order to
produce tertiary treated wastewater, NSD would incur additional treatment expenses not
covered under the 1983 agreement with the District. To assess interest in unrestricted
reclaimed water in the Carneros area, NSD convened several meetings with local
landowners. Following a strong show of support by landowners and the approval of a
working group formed by LCWD, the District and NSD reached agreement on a new
reclaimed water supply contract in 1995. This agreement terminated the terms and
conditions of the 1983 agreement and transferred the responsibility for the planning,
financing, construction, operation, and maintenance of a reclaimed water distribution
system to NSD. The distribution system, referred to as the “Carneros Recycled Water
Service Project,” was planned to include a network of 18-inch to 36-inch pipelines
conveying unrestricted treated wastewater from the Soscol Wastewater Treatment Plant
to Carneros. The project proposed constructing a pipeline underlaying the Napa River,
through the Stanly Ranch area, and along county roads and easements until entering into
the District’s service area. NSD’s willingness to execute the agreement with the District,
however, was predicated on reaching agreements with individual landowners. NSD
wanted assurances that there were a sufficient number of committed users before
commencing on a project anticipated to cost approximately $3,500,000. During the
course of the negotiations, three prominent landowners raised concerns regarding the

28 Title 22 of the California Code of Regulations prohibits the use of secondary treated recycled water on food crops that involves
contact with the edible portion of the crop; tertiary treated wastewater is permissible.
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potential for negative public reaction to the use of reclaimed wastewater on vineyards.
These property owners wanted the ability to terminate their agreements with NSD for
reclaimed water at their discretion. At the same time, other landowners in the District
wavered on the need for reclaimed water service. When the District was formed,
California was a year removed from a drought that severely taxed local water supplies.
By the 1990s, many landowners were less concerned with existing and future water
supplies as they were 15 years earlier. Unwilling to meet the conditions of the
landowners seeking exit clauses, NSD suspended implementing the contract and applied
the money earmarked for the Carneros Recycled Water Service Project to finance other
reclamation projects. The 1995 agreement between both agencies remains in effect until
mutually terminated or upon written notice by NSD that it no longer intends to implement
its planned reclamation project.

GOVERNANCE

LCWD was organized under the California Water District Law, Division 13 of the
California Water Code. The District’s governing body is comprised of an elected five-
member board of directors who serve staggered four-year terms. In order to serve, a
board member must be a landowner, legal representative, or a designated representative
of land within the District. Elections are based on the landowner-voter system allowing
each landowner one vote for each dollar that his or her property is assessed (based on last
assessment roll). In addition to electing a president, the board is required to appoint a
secretary whose responsibilities include keeping records of all board proceedings.
Services can be financed through water and sewer usage and standby charges, the sale of
power to a public utility or agency, the lease or sale of surplus water, assessments, and
general obligation and revenue bonds.

LCWD is currently without a fifth director due to a vacated term. The District has not
conducted a board meeting for several years. Board members have met on an infrequent
basis to discuss specific inquiries involving the District, including most recently meeting
with LAFCO staff. The District does not maintain an office or a phone line dedicated to
District activities. Meetings have taken place in the past at the Los Carneros elementary
school and the homes of board members. Pursuant to the California Water District Law
(Water Code 34000 et. seq.), the District is authorized to provide the following municipal
services:

e The production, storage, and distribution of water for irrigation, domestic,
industrial, and municipal purposes and/or any associated reclamation works (WC
835401)

e The acquisition, construction, and operation of facilities for the collection,
treatment, and disposal of sewage, waste, and storm water (WC 835550)

e The construction, operation, and/or maintenance of facilities for the generation of
hydroelectric power (WC 835570)
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LCWD has never provided these services.

OPERATIONS

LCWD does not provide services or operations.

ADOPTED BOUNDARIES

LCWD’s adopted service area is comprised of a contiguous, unincorporated area
consisting of approximately 5,772 acres. The District’s adopted sphere of influence
encompasses the majority of its jurisdictional boundary with one notable exception: land
located north of State Highway 12. The District is under the land use authority of the
County of Napa. Land located within the District’s adopted sphere of influence is
designated under the County’s General Plan as “Agriculture Watershed and Open Space”
and “Agricultural Resource.” Zoning for this area is primarily comprised of two
standards:  “Agricultural Watershed” and “Agricultural Watershed: Airport
Compatibility.”?’ Both zoning standards require minimum parcel sizes of 160 acres.”®

LCWD - Adopted Boundaries
District Boundary: 5,772 acres *
Sphere of Influence Boundary: 5,614 acres *

* Figures are approximations calculated using information generated by LAFCO and
County of Napa’s geographic information systems.

WATER SUPPLY

LCWD does not own, contract, or maintain rights to water supplies. Water supplies for
agricultural and domestic uses by landowners within the District are primarily satisfied
through creek diversions and groundwater withdraws. Creek diversions are drawn from
two tributaries of the Napa River: Carneros Creek and Huichica Creek, while
groundwater is pumped from the Carneros Valley Basin. Due to increasing demands,
environmental restrictions, and concerns involving overdraft, both water sources (surface
and groundwater) are considered inadequate to sustain long-term agricultural demands
within the District.

2T A 1.19-acre portion of an 11.83-acre parcel (APN: 047-022-005) located within LCWD’s jurisdictional and sphere of influence
boundaries is zoned “Commercial Limited.” In the past, this split-zone parcel has accommodated a restaurant but is currently
vacant. This zoning standard requires minimum parcels sizes of one acre. (If both public water and sewer facilities are available,
the minimum parcel size is reduced to one-half acre.)

28 There are 11 parcels located within LCWD that are outside its adopted sphere of influence. Ten of the eleven parcels are zoned
Agricultural Watershed. The remaining parcel is zoned “Agricultural Watershed: Produce Stand.”
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WATER DEMAND

LCWD estimates current reclaimed water demand within the District is between 1,000
and 2,000 acre-feet per year.

WATER TREATMENT FACILITIES

LCWD does not own, lease, or operate treatment facilities.

DISTRIBUTION SYSTEM AND STORAGE FACILITIES

LCWD does not own, lease, or operate distribution systems or storage facilities.

RATE SCHEDULE

LCWD does not have an adopted rate schedule.?

FINANCIAL

LCWD does not have an adopted budget for 2002-2003. Although it is empowered under
the California Water Code to generate revenue through assessments, bonds, and water use
and standby charges, the District currently remains without revenue, expenses, or a
reserve fund.

WRITTEN DETERMINATIONS

In anticipation of reviewing and updating Los Carneros Water District’s sphere of
influence, and based on the above-mentioned information, the following written
determinations were adopted by the Commission to fulfill the requirements of California
Government Code §56430.*°  When warranted, some determinations include
supplemental information listed in italics to provide context to the underlying service
factor. A review of the District’s sphere of influence will be included as part of a future
study.

2 Under its agreement with the Napa Sanitation District (NSD), LCWD conveys all rights and powers with respect to establishing
reclaimed water rates within its jurisdictional boundary conveys. As of January 2003, NSD’s rate schedule for reclaimed water
service is $0.77 per 1,000 gallons.

30 |_AFCO Resolution No. 04-05, adopted February 26, 2004.
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Infrastructure Needs or Deficiencies:

1.

The Los Carneros Water District was formed in 1978 for the purpose of
facilitating an agreement with the Napa Sanitation District for the delivery of
reclaimed water for agricultural use.  Although various proposed reclamation
projects were considered over the next 25 years, none were implemented. As a
result, the District remains dormant with no infrastructure or facilities relating to
the provision of reclaimed water service.

Existing water supplies within Los Carneros Water District’s jurisdictional
boundary are satisfied through creek diversions from Carneros and Huichica
Creeks and groundwater withdraws from the Carneros Valley Basin. These
supplies are inadequate to sustain long-term agricultural demands within the
District.

Due to increased demands and stronger environmental standards within their
watersheds, Carneros and Huichica Creeks may be placed on the State Water
Resources Control Board’s list of fully appropriated stream systems, enhancing
the need for an alternative water supply for landowners within the Los Carneros
Water District.

California Water Code Section §1026 specifies that once a stream system has
been designated as fully appropriated, the State Water Resources Control
Board can no longer accept applications to appropriate water, and may
cancel all pending applications. Average time to process an application is five
to seven years.

There is limited information relating to the availability of groundwater within Los
Carneros Water District’s jurisdictional boundary. The District should work with
the Napa County Resource Conservation District to begin evaluating groundwater
capacities and enhancement opportunities in the Carneros area.

Property owners report that the local groundwater basin (Carneros Valley
Basin) is vulnerable to overdraft as a result of declining water levels and is
susceptible to saltwater intrusion due to the close proximity of the Napa River.

In the event of a drought, existing water supply constraints within Los Carneros
Water District’s jurisdictional boundary would be compounded and agricultural
production would likely be subject to significant losses.

The Los Carneros Water District does not own, lease, or operate any facilities
relating to the collection and treatment of wastewater, a prerequisite for producing
reclaimed water. As a result, the District’s ability to develop reclaimed water
service is dependent upon importing supplies from an outside provider.
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7. The development of reclaimed water service within Los Carneros Water District’s
jurisdictional boundary offers the promise of lessening the demand for creek
diversions and groundwater withdraws, and promotes the beneficial use of
recycled water for agricultural use.

Growth and Population Projections:

1. The Los Carneros Water District is under the land use authority of the County of
Napa. Over 99 percent of land located within the District is zoned “Agricultural
Watershed,” “Agricultural Watershed: Airport Compatibility,” or “Agricultural
Watershed: Produce Stand.” These zoning standards help to restrict future
development within the District by requiring minimum parcels sizes of at least
160 acres.

2. Less than one percent of land located within Los Carneros Water District’s
jurisdictional boundary is zoned for non-agricultural use by the County of Napa.
This area is limited to a single split zone parcel zoned “Commercial Limited,”
which upon grant of a use permit, could accommodate a variety of commercial
uses within the District. Based on Measure J, which requires a vote of the citizens
to change the zoning standard of any unincorporated agricultural property in Napa
County through 2020, it is unlikely that the development of this parcel would
induce the conversion of any adjacent agricultural land for commercial use or
alter the service needs of the community other than reclaimed water service.

3. There are 28 parcels located within Los Carneros Water District’s jurisdictional
boundary under “Williamson Act” contracts with the County of Napa. These
parcels represent approximately 40 percent of the entire jurisdictional boundary
and help to ensure the preservation of agriculture and open space as predominant
land uses within the District.

Parcels under Williamson Act contracts are required to maintain their
agricultural and open space land uses over the course of renewable 10-year
periods in exchange for reduced property tax assessments.

4. The development of reclaimed water service within Los Carneros Water District’s
jurisdictional boundary would not induce growth beyond what is already
contemplated by the land use plans adopted by the County of Napa.

Financing Constraints and Opportunities:

1. Under its agreement with the Napa Sanitation District, the Los Carneros Water
District is not responsible for costs relating to the construction or operation of
facilities involved in the delivery of reclaimed water service within its
jurisdictional boundary. This agreement (if realized) implies that the Napa
Sanitation District will pursue future financing opportunities as it relates to
reclaimed water service for the District through a surrogate role.
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This agreement remains valid until mutually terminated or upon written notice
by the Napa Sanitation District that it no longer intends to serve the District.

2. The Los Carneros Water District is empowered under the California Water Code
to generate revenue through assessments, bonds, and water use and standby
charges. The District has elected not to pursue the development of revenue
streams or cash reserves due to its agreement with the Napa Sanitation District
that specifies it is not responsible for costs relating to the construction or
operation of facilities involved in the delivery of reclaimed water service within
its jurisdictional boundary. Accordingly, the District is not capable of issuing
mailings, financing studies, or contracting with outside agents to evaluate
alternative service or financing opportunities.

3. In 2002, California voters approved Proposition 50. This proposition authorizes
the sale of $3.44 billion dollars in general obligation bonds to help government
agencies to develop and enhance local water resources and related infrastructure
systems through grant financing programs. Although funding is expected to be
competitive, this proposition provides an opportunity for the Los Carneros Water
District to secure financing for a reclaimed water delivery system if it determines
that its agreement with the Napa Sanitation District is no longer viable. The
District should contact the Department of Water Resources to begin exploring
funding opportunities under this proposition.

Cost Avoidance Opportunities:

1. The Los Carneros Water District’s agreement with the Napa Sanitation District all
but eliminates costs for the District with respect to the delivery of reclaimed water
service to its constituents. Notable cost-savings associated with this agreement
includes providing the District unconfined access to a wide range of
administrative and operational support, including engineering and maintenance
personnel.

Opportunities for Rate Restructuring:

1. The Los Carneros Water District does not have an adopted rate schedule for
reclaimed water service. Under its agreement with the Napa Sanitation District,
the District conveys all rights and powers relating to establishing reclaimed water
rates within its jurisdictional boundary.

Opportunities for Shared Facilities:

1. Through its contractual relationship with the Napa Sanitation District, the Los
Carneros Water District may benefit from collaborative reclamation projects
under evaluation by the North Bay Watershed Association: a stewardship program
comprised of public water and wastewater agencies in Sonoma, Marin, and Napa
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Counties. The organization is currently evaluating the feasibility of bringing
together several water and wastewater agencies in the North Bay for the purpose
of constructing a jointly-operated reclaimed water delivery system for beneficial
uses throughout the San Pablo Bay watershed. Notably, this project may provide
an opportunity for the Napa Sanitation District to share costs with other agencies
towards the construction of facilities for the delivery of reclaimed water to the
District as part of a larger collaborative reclamation project.

Government Structure Options:

1.

The Los Carneros Water District is empowered under the California Water
District Act to provide three municipal services: water, sewer, and hydroelectric
power. Due to its predominant agricultural land use designation under the County
of Napa’s General Plan, the District does not require a full range of municipal
services. Only water for irrigation of agriculture is an appropriate and needed
service within the District.

The Los Carneros Water District has been successful in meeting its original
objective to facilitate an agreement with the Napa Sanitation District for the
delivery of reclaimed water on behalf of landowners within its jurisdictional
boundary. Through this agreement, the District provides a safeguard for the Napa
Sanitation District with respect to developing its planned reclamation project for
the Carneros area. Although it has not been developed, Napa Sanitation District’s
planned project remains a viable solution to meeting the District’s needs to secure
reclaimed water service on behalf of local landowners within the timeframe of
this study.

It is unknown if there are advantages to pursuing a change in reorganization for
the Los Carneros Water District due to the limited information concerning
alternative government structures and any cost-benefits with respect to meeting
the service needs of the affected area. Additional information is needed to
determine whether an alternative government structure would better serve the
needs of the District’s constituents as it relates to improving delivery service,
public participation, and local accountability.

There are two other public agencies empowered to provide water service for
agricultural use whose jurisdictions overlap that of the Los Carneros Water
District: the Napa County Flood Control and Water Conservation District and
Napa County Resource Conservation District. Both of these agencies have
elected not to offer water service, and have expressed no intentions of doing so in
the foreseeable future.

There are three public agencies with service areas in reasonable proximity to the

Los Carneros Water District that produce reclaimed water supplies: the Napa
River Reclamation District No. 2109, Napa Sanitation District, and the Sonoma
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County Water Agency. Of these three agencies, only the Napa Sanitation District
is readily capable of extending service to the District based on its available
capacity and supply of tertiary-treated wastewater.

The Napa River Reclamation District No. 2109 produces only 10-12 acre-feet
of tertiary-level treated wastewater per year, while the Sonoma County Water
Agency provides only secondary-level treated wastewater within the Carneros
region of Sonoma County. In addition to these operating constraints, both
agencies have expressed no interest in expanding service to the District.

6. Due to a limited number of alternative service providers, the Napa Sanitation
District offers the best opportunity for providing reclaimed water supplies to the
Los Carneros Water District.

Evaluation of Management Efficiencies:

1. Los Carneros Water District has an agreement with the Napa Sanitation District
that has deterred its board members from being proactive with respect to
exploring alternative service options. The District should establish a timetable
requiring it to determine whether its agreement with the Napa Sanitation District
is still viable, and if not, begin to evaluate alternative service options. This
timetable should conclude prior to LAFCO’s next review of the District.

2. The Los Carneros Water District should convene a public meeting to evaluate
support among its constituents with respect to executing individual service
agreements for reclaimed water service with the Napa Sanitation District. Upon
determining the intent of its constituents, the District should convey its findings to
the Napa Sanitation District. This information will help the Napa Sanitation
District make an informed decision as to whether there is sufficient commitment
among local property owners before committing its ratepayers to the costs of
implementing its planned reclamation project for the area.

Local Accountability and Governance:

1. The Los Carneros Water District’s governing body is comprised of four volunteer
directors who are all serving expired terms. These board members have been
reappointed in lieu of other candidates seeking election. The lack of willing
participation among constituents to serve on the District’s governing board has
contributed to its complacency towards galvanizing support for executing
individual service agreements with the Napa Sanitation District and exploring
alternative service options.

2. The Los Carneros Water District should appoint a fifth director to continue its
established practice of maintaining a five-member board of directors. The
appointment of a fifth director will help to ensure a quorum and strengthen the
Board’s accountability to the public.
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3. To enhance its public outreach efforts, the Los Carneros Water District should
begin to recruit and acquaint new board member candidates with respect to local
service goals and objectives in anticipation of future board member departures.
These efforts will help to ensure a viable pool of successor candidates, and
provide an opportunity to cultivate new perspectives and approaches that may
prove successful in meeting the service needs of the District.

4. The Los Carneros Water District has not conducted a regularly scheduled board
meeting for several years. To ensure compliance with its enabling act, while
enhancing community input, the District should adopt an annual calendar
specifying dates, times, and locations for future board meetings with written
notices made available to all local property owners.

California Water Code 834802 requires board members hold regular
meetings at such time and place as agreed upon by resolution.

5. The Los Carneros Water District and its constituents would benefit from regularly
scheduled board meetings at fixed times and locations. Notably, this would
enhance the District’s local accountability by providing an opportunity for its
constituents to ask questions of their elected representatives, while helping to
ensure that information is being effectively communicated to the public in a
timely and efficient manner.

6. To ensure its compliance with the Ralph M. Brown Act, the Los Carneros Water
District must ensure that their deliberations are conducted in an open and
transparent manner. These efforts will strengthen the District’s accountability,
and help to facilitate public participation in its decision making process.

7. The Los Carneros Water District must improve its public dialogue to help ensure
that other agencies in Napa County are aware of its activities and plans. At a
minimum, this should include fulfilling its administrative duties relating to filling
all required documentation with the State of California and the County of Napa,
and provide LAFCO with annual progress reports with respect to developing
reclaimed water service.

8. The Los Carneros Water District should work with the County of Napa, Napa
Sanitation District, and LAFCO to evaluate whether there are better alternatives to
its current government structure. This evaluation should be facilitated by LAFCO
and based on local landowners needs in relation to designated land uses and
service capabilities of the Napa Sanitation District. These efforts will help
address the question of how best to deliver reclaimed water to the District within a
reasonable timeframe, while strengthening its long-term accountability to the
public.
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NAPA-BERRYESSA RESORT IMPROVEMENT DISTRICT

OVERVIEW

The Napa-Berryessa Resort Improvement District (NBRID) was established in 1965 to
provide potable water and sewer services to the Steele Park Resort and a planned
recreational and residential development along the southern shoreline of Lake Berryessa.
The District was formed under the Resort Improvement District Law, which was enacted
by the California Legislature in 1961. The law was created to facilitate the formation of
public agencies capable of providing a wide range of municipal services in areas best
suited for recreational and seasonal uses. Along with water and sewer, other prominent
services authorized under the law included fire protection, planning, public recreation,
and street lighting. It was expected that the District would offer additional services
authorized under the law as needed. However, in 1971, the law was amended to preclude
a district from providing services that were not already being provided as of July 1, 1970.
At the time of the amendment, the District had only established water and sewer service.

NBRID’s formation was proposed by the Berryessa Highlands Development Company
and the Lake Berryessa Development Company. Prior to proposing formation of the
District, the Berryessa Highlands Development Company had approached the County of
Napa to express its interest in developing a subdivision in the Lake Berryessa area. It
was anticipated that the subdivision, to be known as “Berryessa Highlands,” would be
developed in phases and include approximately 2,000 units. The Lake Berryessa
Development Company, operator of the Steele Park Resort, also supported formation of
the District in order to provide water and sewer service for its approximate 510-acre
resort.*! To assist in the development of the area, the Board of Supervisors supported the
formation of the District and agreed to serve as its governing body.

In 1967, NBRID issued general obligation bonds to finance the construction of water and
sewer facilities to serve the Steele Park Resort and the first two phases of Berryessa
Highlands, “Unit One” and “Unit Two.” These facilities included a water treatment
plant, storage facilities, and a distribution system. Construction of these facilities was
completed in 1968. That same year, the Board of Supervisors designated the Napa
County Flood Control and Water Conservation District (NCFCWCD) to provide
operation and administrative services for the District.** Water supplies for the District
were initially drawn from Lake Berryessa through an informal agreement with the
County. This arrangement was formalized in 1975 following an agreement between the
District and NCFCWCD. Renewed in 1999, the agreement provides the District with an
annual entitlement of 200 acre-feet of water from Lake Berryessa through 2024.

3 The Steele Park Resort, along with six other resorts, was developed in the late 1950s following an agreement with the County to
provide recreational and commercial services to the public at Lake Berryessa. In 1975, administrative duties concerning
recreational development at Lake Berryessa were later assumed by the U.S. Department of the Interior, Bureau of Reclamation.

%2 Based on an informal agreement with the NCFCWCD, the County Public Works Department currently provides operation and
administrative services for NBRID.
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In 1996, NBRID authorized a status report on its water and sewer facilities.*® The report
was in response to damage caused by the previous year’s storms along with increased
federal and state drinking water standards. The report noted that a significant portion of
the District’s reserves had been recently used on maintenance improvements to its water
system. The report also noted that the County had been using money from its general
fund to help cover the cost of larger improvement projects on behalf of the District, such
as a new water intake system. However, beginning in 1996, the report noted that these
funds would no longer be available to the District. As a result, additional revenue was
needed to maintain operations and replenish the District’s reserves in order to fund future
capital improvements. Notable capital improvements identified in the report included
repairing the District’s 500,000 gallon storage tank and constructing a backup water
treatment filter system.

Following the release of the 1996 status report, NBRID increased water usage rates to
help meet operational and maintenance costs. The increase, which was implemented over
a three year period, raised rates by approximately 75 percent. In 1997, the District
conducted a special election for the purpose of approving a new parcel tax. However, the
parcel tax, which was sought to replenish reserves and fund new capital improvements,
was defeated by District voters.

A prominent planning factor for NBRID involves the limited development within its
primary service area: Berryessa Highlands. As noted, Berryessa Highlands was intended
to include the development of a multi-phased 2,000-unit subdivision. Due to a change in
market demand, however, only the first two phases of Berryessa Highlands were
developed. Further, development within these two phases, Unit One and Unit Two, has
been limited. Notably, while Unit One involved the creation of 202 residential lots and
Unit Two involved the creation of 359 residential lots, only 55 percent of these lots were
developed as of December 2002.3*

GOVERNANCE

NBRID was organized under the Resort Improvement District Law, Division 11 of the
California Public Resource Code. The District’s governing body consists of the Napa
County Board of Supervisors, who are elected to staggered four-year terms by district
voting.*> Supervisors are required to conduct the business of the District in accordance
with the provisions of County Service Area Law. District elections are based on a
resident-voter system. Potable water services can be financed through water usage and
availability charges, assessments, and general obligation and revenue bonds.

B The report was conducted by the County Public Works Department and was prepared in conjunction with an evaluation of the
facilities of the Lake Berryessa Resort Improvement District.

3 Estimate based on the total number of service connections (310) within the Berryessa Highlands.

% The Board of Supervisors is authorized to delegate any of its governance powers to a five-member board of directors. Four of the
five directors must be elected by NBRID voters, with the fifth director being the supervisor representing the affected area.
However, upon the unanimous vote of the directors, the board may consist of five members who are all elected resident voters of
the District.
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NBRID’s board meetings are conducted on a need basis, and typically are called to
address budget issues, project approval, and rate increases. Meetings are conducted at the
County of Napa’s Administration Building and are open to the public. Pursuant to the
Resort Improvement District Law (Public Resource Code 13000 et. seq.), the District was
originally authorized to provide the following municipal services:

e To supply water for domestic, irrigation, sanitation, industrial, fire protection,
and/or recreation uses (PRC 813070-a)

e The collection, treatment, and disposal of sewage, waste, and storm water (PRC
§13070-b)

e Fire protection (PRC §13070-c)

e Community planning (PRC §13070-d)

e The collection and disposal of garbage (PRC §13070-¢)
e Public recreation (PRC §13070-f)

e Street lighting (PRC 813070-9)

e Mosquito abatement (PRC §13070-h)

e The equipment and maintenance of a police department or other police protection
(PRC 813070-i)

e Road construction (PRC §13070-j)

e Public work improvements, including the construction of bridges, culverts, curbs,
gutters, and drains (PRC 813070-k)

e The construction of parking and transportation facilities (PRC §13070-1)
In 1971, the Resort Improvement District Law was amended limiting NBRID to
providing only the first two services listed above.
OPERATIONS
Under the direction of the Napa County Board of Supervisors, the Napa County Public
Works Department provides administrative and operational services for NBRID’s potable

water and sewer systems. The County employs one full-time licensed operator to manage
the District’s day-to-day operations. The operator is on call 24 hours a day, 7 days a

61



WATER SERVICE STUDY LAFCO OF NAPA COUNTY

week, to respond to reported emergencies. In addition to the full-time operator, the
District and the Lake Berryessa Resort Improvement District share a full-time licensed
water and sewer treatment supervisor. Customer inquiries, including billing and service
questions, are directed to the Public Works Department. Extra help is made available to
the District on a need basis. Currently, two extra help personnel assist with operations at
both the District and the Lake Berryessa Resort Improvement District. The District’s
field office is located next to its sewer treatment plant.

ADOPTED BOUNDARIES

NBRID’s adopted service area is comprised of a contiguous, unincorporated area
consisting of approximately 1,899 acres. The District’s adopted sphere of influence
encompasses less than 30 percent of all land located within its jurisdictional boundary.
The District is under the land use authority of the County of Napa. Land located within
the District’s adopted sphere of influence is designated under the County’s General Plan
as “Agricultural, Watershed and Open Space” and “Rural Residential.” Zoning for this
area is comprised of three standards: “Agricultural Watershed,” “Planned Development,”
and “Residential Country.”® Agricultural Watershed and Residential County zoning
standards require minimum parcel sizes of 160 and 10 acres respectively. There are no
minimum sizes for parcels zoned Planned Development.

NBRID - Adopted Boundaries
District Boundary: 1,899 acres *
Sphere of Influence Boundary: 509 acres *

* Figures are approximations calculated using information generated by LAFCO and
County of Napa’s geographic information systems.

WATER SUPPLY

NBRID’s water supply is drawn from Lake Berryessa.*’ The District’s right to draw
water from Lake Berryessa is secured through a 1999 agreement with NCFCWCD.
NCFCWCD presently administers an agreement with the United States Department of the
Interior, Bureau of Reclamation, for an annual water entitlement of 1,500 acre-feet from
Lake Berryessa. In turn, NCFCWCD subcontracts this entitlement to several property
owners in the Lake Berryessa area along with three special districts, including NBRID.

% NBRID land located outside of its adopted sphere of influence is zoned Agricultural Watershed and Residential Country.

37 Lake Berryessa was developed by the United States Department of the Interior, Bureau of Reclamation, as part of its Solano
Project. The Solano Project originally intended to provide Napa, Yolo, and Solano Counties with a reliable source of water for
agricultural and domestic uses. After concluding that the Berryessa Valley would be an ideal location for the creation of a water
reservoir by damming Putah Creek, the Bureau of Reclamation approached all three counties about participating in a joint project.
However, both Napa and Yolo decided against participating in the project, leaving Solano County as the sole participant. The
Monticello Dam was completed in 1957, and the formation of Lake Berryessa was finished by 1964. Based on its participation,
Solano County maintains the majority of water rights to Lake Berryessa. Lake Berryessa has an approximate storage capacity of
1.6 million acre-feet.
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As a subcontractor to NCFCWD, the District is annually entitled to 200 acre-feet of water
from Lake Berryessa through 2024.

NBRID — Available Water Supply (acre-feet)
Solano Project: 200 (annual entitlement) *

* Pursuant to its agreement with NCFCWCD, the District may request an increase to its
annual entitlement of up to 20 percent, or 40 acre-feet. This annual entitlement
continues through 2024.

WATER DEMAND

In 2001-2002, NBRID delivered approximately 56,380,700 gallons (173 acre-feet) of
potable water, resulting in a daily average of 154,468 gallons. The District’s maximum
day water demand was 392,000 gallons. The District currently provides water service to
314 service connections. Of this amount, one service connection serves the Steele Park
Resort, while three service connections serve single-family residences located outside the
Berryessa Highlands subdivision.®® (Note: One of these residential service connections
serves a total of eight parcels. These parcels are part of a 10-lot subdivision known as
“Oakridge Estates,” which is located directly north of Unit Two.)

NBRID - 2001-2002 Water Demand

Annual Water Demand: 56,380,700 gallons
Average Daily Water Demand: 154,468 gallons
Maximum Day Demand: 392,000 gallons *
Service Connections: 314

Population Served: 1,534 **

* Title 22 of the California Code of Regulations requires that sufficient water be
available from the water sources and distribution reservoirs to adequately and
dependably meet the requirements of all users under maximum demand conditions.

** Calculated in accordance with Title 22 of the California Code of Regulations
864412(a)(3). Estimate based on the total number of assigned equivalent dwelling
units (EDU) and multiplied by a service factor of 2.8. EDU assignments for the
District include 320 for single-family residences and 228 for the Steele Park Resort.

Projected water demands for NBRID are not available.

% The Steele Park Resort is one of seven concessionary resorts under contract with the United States Department of the Interior,
Bureau of Reclamation, to provide commercial and recreational services to the public at Lake Berryessa. Notably, the resort rents
142 mobile home spaces to seasonal residents. Tenants are allowed to live in their mobile homes for up to 175 days per year (no
more than 90 consecutive days) and are provided with potable water and sewer hook-ups. The resort is open year-round, with peak
operations between May and September. The resort’s daytime population during this period averages 2,500. Mobile home spaces
are secured through one-year leases.
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WATER TREATMENT FACILITIES

NBRID provides treatment of raw water generated from Lake Berryessa at the Napa-
Berryessa Water Treatment Plant (WTP). Constructed in 1968, the Napa-Berryessa WTP
provides chemical and physical treatment of raw water generated from an intake pump
system at Lake Berryessa. The treatment process begins as raw water captured by two
submersible pumps is conveyed through a transmission line connecting the intake system
to the Napa-Berryessa WTP. Pro Pac (coagulant) and chlorine (disinfectant) are added
and mixed as the raw water is conveyed into a clarifier. Raw water is detained in the
clarifier to facilitate the sedimentation of solids in the water. Solids are removed as water
is cycled through a filter tank before entering into a 35,000 gallon clearwell tank. The
clearwell tank completes the disinfection process by allowing the water to complete its
necessary contact time with the chlorine. The finished water remains in the clearwell
tank until storage levels within the distribution system require recharge. The Napa-
Berryessa WTP has a treatment capacity of approximately 425 gallons per minute,
resulting in a daily treatment capacity of 612,000 gallons.

Napa-Berryessa Water Treatment Plant

Water Source: Solano Project (Lake Berryessa)

Treatment Capacity: 425 gallons per minute; or
612,000 gallons per day

Clearwell Tank Capacity: 35,000 gallons

DISTRIBUTION SYSTEM AND STORAGE FACILITIES

NBRID’s water distribution system receives and distributes treated water generated from
the Napa-Berryessa WTP. The distribution system consists of a network of six, eight,
ten, and twelve inch water lines. The distribution system provides water service Unit
One and Unit Two of the Berryessa Highlands, Steele Park Resort, and three single-
family residences located outside the subdivision. The distribution system overlays six
water pressure zones and is served (recharge and system pressure) by a 500,000 gallon
storage tank. Due to the service area’s topography, a pump station is required to lift
treated water from Napa-Berryessa WTP’s clearwell tank into the distribution system and
recharge the storage tank.

The distribution system operates on a supply and demand basis and responds to storage
levels within the District’s storage tank. When water levels within the storage tank fall
below a designated operating level, treated water is discharged from the clearwell tank to
the storage tank. The storage tank is located above the distribution system and uses
gravity to maintain pressure in the system.

NBRID - Distribution Storage Capacity
Storage Tank 1: 500,000 gallons
TOTAL: 500,000 gallons*

64



WATER SERVICE STUDY LAFCO OF NAPA COUNTY

* Total does not include storage capacity at Napa-Berryessa WTP’s clearwell tank
(35,000 gallons).

RATE SCHEDULE

NBRID customers are charged two fees for water service: a monthly usage fee and an
annual availability fee. Rates for these charges are divided between residential and
commercial customers. The usage charge, which is the same for both residential and
commercial customers, is based on the amount of water delivered and is measured in
units of 1,000 gallons. The availability fee for residential customers is fixed and charged
to all parcels that are metered for water service. Commercial customers are charged a
fixed annual availability fee based on the number of equivalent dwelling units that are
served by the service connection.®®* The District also collects a fixed one-time water
service connection fee in the amount of $1,300.

NBRID — Rate Schedule
Water Usage Fee
Residential: $1.71 per 1,000 gallons
Commercial: $1.71 per 1,000 gallons
Water Availability Fee
Residential: $240 per parcel
Commercial: $18 per equivalent dwelling unit
Connection Fee
Residential: $1,300
FINANCIAL

NBRID has an approved operating budget for 2002-2003 of $463,443. Primary expenses
include maintenance and operation costs, payroll, and insurance coverage. The District’s
anticipated revenue for 2002-2003 is $350,000. Revenue sources include water and
sewer service fees and property taxes. The District’s reserve balance as of February 2003
was $364,193.

% NBRID provides water service to one commercial customer, the Steele Park Resort. Presently, Steele Park Resort is charged for
228 equivalent dwelling units as part its annual availability fee.
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WRITTEN DETERMINATIONS

In anticipation of reviewing and updating the Napa-Berryessa Resort Improvement
District’s sphere of influence, and based on the above-mentioned information, the
following written determinations were adopted by the Commission to fulfill the
requirements of California Government Code §56430.* When warranted, some
determinations include supplemental information listed in italics to provide context to the
underlying service factor. A review of the District’s sphere of influence will be included
as part of a future study.

Infrastructure Needs or Deficiencies:

1. Through its contractual agreement with the Napa County Flood Control and
Water Conservation District, the Napa-Berryessa Resort Improvement District
imports an adequate supply of water to meet existing system demands under
normal conditions. It is anticipated that this supply is sufficient to meet future
system demands under normal conditions within the timeframe of this study.

2. The Napa-Berryessa Resort Improvement District should continue to pursue
opportunities to increase and enhance its available water supply by developing a
water conservation program. A water conservation program, which should
encompass a variety of measures to remind constituents of the importance of
conservation, will reduce system demands and help to ensure an adequate water
supply during periods of below normal and dry year conditions.

3. The ability of the Napa-Berryessa Resort Improvement District to address
infrastructure needs or deficiencies in a timely manner is constrained by its
financial resources relative to the cost of service.

4. The Napa-Berryessa Resort Improvement District’s maximum day water demand
is an important component in evaluating its current and future service capacities.

Title 22 of the California Code of Regulations requires all public water
service providers ensure sufficient water be available from their supply,
treatment, and storage facilities to adequately and dependably meet the
requirements of all users under maximum demand conditions before
permitting additional connections.

5. The Napa-Berryessa Resort Improvement District has adequate treatment capacity
to independently meet existing maximum day water demands. It is anticipated
that this capacity is sufficient to meet future maximum day water demands within
the timeframe of this study.

40| AFCO Resolution No. 04-23, adopted October 14, 2004.
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Napa-Berryessa Resort Improvement District’s maximum day demand in 2002
was 392,000 gallons, while its water treatment plant’s daily capacity is
612,000 gallons.

6. The Napa-Berryessa Resort Improvement District has adequate treated water
storage capacity to independently meet existing maximum day water demands.
This capacity helps to ensure adequate reserves are available during an emergency
or interruption in service. It is anticipated that this capacity is sufficient to meet
future maximum day water demands within the timeframe of this study.

Napa-Berryessa Resort Improvement District’s treated water storage capacity
is 500,000 gallons, while its maximum day water demand in 2002 was
392,000 gallons.

7. Central components of the Napa-Berryessa Resort Improvement District’s water
system, including its treatment plant and storage tanks, have been in operation
since the 1960s. As a result, the water system requires a higher level of
maintenance, resulting in additional costs with respect to repairs and staff time.

8. The Napa-Berryessa Resort Improvement District is scheduled to prepare a
comprehensive facilities plan within the next year.  The plan will evaluate
existing water system facilities, project future water demands, and offer
recommendations with respect to immediate and long-term improvements.
Completion of this plan will improve the District’s ability to prioritize and address
system improvements that are reflective of the service needs of the community.

Growth and Population Projections:

1. The Napa-Berryessa Resort Improvement District is under the land use authority
of the County of Napa. Land located within the District’s jurisdictional boundary
is zoned “Agricultural Watershed,” “Planned Development,” and “Residential
Country.” Although parcels zoned Agricultural Watershed and Residential
Country are restricted to minimum parcels sizes of 160 and 10 acres respectively,
there are no minimum parcel sizes for parcels zoned Planned Development. This
allows for additional density, including residential and commercial, to occur
within the affected portions of Berryessa Highlands for existing or new lots upon
the approval of a modified or new use permit.

In absence of a use permit, allowable uses for parcels zoned planned
development include telecommunication facilities and minor antennas.
Allowable uses upon grant of a use permit include residential, commercial,
educational, recreational, mobile home parks, and institutional facilities.

67



WATER SERVICE STUDY LAFCO OF NAPA COUNTY

2. Land located outside of the Napa-Berryessa Resort Improvement District’s
jurisdictional boundary is designated under the County of Napa General Plan as
“Agriculture, Watershed, Open Space.” This land use designation discourages the
Commission from approving annexation proposals to the District based on its
policy to direct the extension of municipal services away from land designated for
agriculture unless it is in response to a health or public safety concern.

3. The calculation formula codified in Title 22 of the California Code of Regulations
864412(a)(3) is an appropriate method in estimating the total population served
by Napa-Berryessa Resort Improvement District’s water service system. The
population served by the District’s water system based on this calculation method
is 1,534.

Financing Constraints and Opportunities:

1. The Napa-Berryessa Resort Improvement District’s water supply agreement with
the Napa County Flood Control and Water Conservation District provides the
District with a reliable source of water at a cost below market value. This
agreement enables the District to establish and maintain a revenue stream based
on its water supply that exceeds its cost of purchase, which helps to finance other
operational and maintenance services.

The Napa-Berryessa Resort Improvement District currently pays the Napa
County Flood Control and Water Conservation District $20 per acre foot
(325,900 gallons), while charging customers a usage rate of $1.71 per 1,000
gallons. This results in a cost-to-revenue of $20 to $557 for each acre-foot
(note: this does not take into account pumping, treatment, storage, and
distribution costs.)

2. The ability of the Napa-Berryessa Resort Improvement District to generate
sufficient revenues has been hampered by unfulfilled development plans within its
jurisdictional boundary. As a result, service costs for the District is spread out
among fewer ratepayers, resulting in under funded operations and dependency on
outside assistance to finance capital improvements.

3. Over the past several years, the Napa-Berryessa Resort Improvement District has
relied on its cash reserves to help meet its operating expenses. The use of cash
reserves to cover operating expenses restricts the ability of the District to generate
and dedicate cash reserves for needed capital improvements.

4. Approximately one-third of the Napa Berryessa Resort Improvement District’s
annual revenue is generated from service charges to the Steele Park Resort, which
is under contract with the federal government to provide visitor services at Lake
Berryessa. The federal government is presently evaluating redevelopment
opportunities at Lake Berryessa, which may result in significant operating
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changes for the Steele Park Resort at the conclusion of its contract in 2008.
Pending a final determination concerning future visitor services at Lake
Berryessa, the District may experience a significant loss in annual revenues within
the timeframe of this study.

5. The Napa-Berryessa Resort Improvement District’s connection fee for water
service is low relative to the connection fee adopted by other public water service
providers in Napa County. As part of a water rate evaluation, the District should
consider increasing its connection fee to help cover the cost of capital
improvements needed to serve existing and future development within its
jurisdictional boundary.

6. The Napa-Berryessa Resort Improvement District’s connection fee serves as a
buy-in charge for new development within its jurisdictional boundary. This is an
appropriate and equitable approach to ensuring that new development pays a fair
share of past and future expense relating to the development and maintenance of
the water system.

7. The Water Security, Clean Drinking Water, Coastal and Beach Protection Act of
2002 provides grant funding to public agencies to develop and enhance local
water resources and related infrastructure and facilities. This program may
provide the Napa-Berryessa Resort Improvement District an opportunity to secure
financing for needed capital improvement projects, including automating its
operational facilities. The District should contact the California Department of
Water Resources to begin exploring funding opportunities under this program.

Cost Avoidance Opportunities:

1. The Napa-Berryessa Resort Improvement District benefits from cost-savings
associated with its relationship with the County of Napa Public Works
Department.  Notable cost-savings associated with this relationship include
providing the District with access to a wide range of administrative and
operational support, including billing and collections, engineering, and
maintenance personal.

2. The Napa-Berryessa Resort Improvement District would benefit from a regional
study evaluating whether cost avoidance opportunities are available with respect
to joint agency practices with other special districts serving the Lake Berryessa
area. Notably, a regional study may identify opportunities to realize savings
relating to infrastructure and equipment purchases, engineering services, and
administrative costs.
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Opportunities for Rate Restructuring:

1. The Napa-Berryessa Resort Improvement District is presently evaluating a water
rate increase to support increased operational and maintenance costs and to help
fund capital improvements. Future studies should examine the relationship
between possible rate increases and the District’s ability to encourage water
conservation while generating sufficient revenues to meet cost of service.

2. The Napa-Berryessa Resort Improvement District’s water rates are among the
lowest of all public water service providers in Napa County. To avoid future
operating deficits, the District should increase its water rates to be more reflective
of the actual costs of providing water service.

3. It is appropriate for the Napa-Berryessa Resort Improvement District to amend its
water rates to be more reflective of the actual costs of providing water service. An
increase in rates, which last occurred five years ago, would provide the District
with additional revenue needed to finance capital improvements and help to
prevent future operating deficits.

4. The Napa-Berryessa Resort Improvement District should review the merits of
modifying its flat water usage rate schedule in favor of a tiered schedule. A tiered
rate schedule enables service providers to recover the costs of providing service to
high-use customers while strengthening water conservation efforts by providing a
financial incentive to conserve.

Opportunities for Shared Facilities:

1. The Napa-Berryessa Resort Improvement District maintains an informal
relationship with the Lake Berryessa Resort Improvement District to share staff,
equipment, and materials on a need basis. This relationship provides a
mechanism for both districts to pursue cost-efficiencies with one another with
respect to mutually beneficial improvements and projects within their respective
service areas.

2. The Napa-Berryessa Resort Improvement District should explore opportunities to
share costs with the Spanish Flat Water District based on their proximity and
similar service area characteristics.

Government Structure Options:

1. The Napa-Berryessa Resort Improvement District is the only public agency
providing water service within its jurisdictional boundary. There are two other
public agencies empowered to provide water service whose jurisdictions overlap
that of the District: the Napa County Flood Control and Water Conservation
District and Napa County Resource Conservation District. Both of these agencies
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have elected not to offer water service, and have expressed no intentions of doing
so in the foreseeable future.

2. Due to an amendment to its principal act, the Resort Improvement District Law,
the Napa-Berryessa Resort Improvement District is limited to providing only
water and sewer service. Additional analysis is needed to determine whether any
additional municipal services originally authorized for the District to provide are
required or warranted with respect to meeting the service needs of the community.

At the time of its formation, the Napa-Berryessa Resort Improvement District
was authorized to provide twelve municipal services: water, sewer, fire
protection, community planning, garbage collection and disposal, public
recreation, street lighting, mosquito abatement, maintenance of a police
department, road construction, and general public works.

3. The Napa-Berryessa Resort Improvement District has been successful in
achieving its original service objective to provide water and sewer service to the
Berryessa Highlands and Steele Park Resort. However, due to its financial
constraints, it is unclear whether the District under its present organization can
continue to effectively meet the service needs of the community.

4. Preliminary analysis suggests that there may be advantages to pursuing a change
in organization for the Napa-Berryessa Resort Improvement District, and that
consolidation with the Lake Berryessa Resort Improvement District and the
Spanish Flat Water District may be appropriate. This analysis indicates that
reorganization of these districts may establish economies of scale necessary to
enhance operational and service levels within their respective jurisdictional
boundaries and help to formalize service provision in the Lake Berryessa area.

5. Pursuant to California Government Code 856378, LAFCO should conduct a
governance study to evaluate the merits of reorganizing the Napa-Berryessa
Resort Improvement District, Lake Berryessa Resort Improvement District, and
the Spanish Flat Water District. This study should be completed prior to the next
scheduled service review of the District.

Evaluation of Management Efficiencies:

1. The Napa-Berryessa Resort Improvement District provides an annual summary of
past and projected revenues and expenditures relating to its water service
operations as part of its annual budget. The budget is adopted following a
publicly noticed board meeting in which members of the public are allowed to
comment and offer suggestions with respect to expenditures relating to water
service. In addition to enhancing the accountability of the governing board, the
budget process provides a clear directive towards staff with respect to prioritizing
district resources.
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2. The Napa-Berryessa Resort Improvement District is indirectly managed by the
Napa County Flood Control and Water Conservation District, which in turns, has
an informal arrangement with County Public Works for administrative and
operational support. This arrangement has helped to facilitate a mistaken
perception of service responsibilities within the community. The Napa-Berryessa
Resort Improvement District should make a concerted effort to remind its
constituents that it, not the County, is the local water use authority for the
community.

Local Accountability and Governance:

1. The Napa-Berryessa Resort Improvement District meetings are conducted on a
need basis at the County of Napa’s Administration Building and are open to the
public. To improve its local accountability, the District should adopt a regular
meeting schedule. Regularly scheduled meetings provide an opportunity for the
District’s constituents to ask questions of their governing board, while helping to
ensure that service information is being effectively communicated to the public.

2. The Napa-Berryessa Resort Improvement District makes reasonable efforts to
maintain public dialogue with its constituents regarding its water service
operations. These efforts facilitate local accountability and contribute towards
public involvement in local governance.

3. The Napa-Berryessa Resort Improvement District should closely monitor the
plans of the United States Department of the Interior, Bureau of Reclamation,
with respect to long-term visitor uses at Lake Berryessa. This will help prepare
the District for possible operational changes at the Steele Park Resort, which may
require the development of an alternative service plan to account for a diminished
revenue stream.

4. The Napa-Berryessa Resort Improvement District’s water service operations are
maintained and managed by a responsive and professional staff. These
characteristics enhance accountability and cultivate desirable working
relationships with members of the public as well as other agencies.
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NAPA COUNTY FLOOD CONTROL & WATER CONSERVATION DISTRICT

OVERVIEW

Established in 1951, the Napa County Flood Control and Water Conservation District
(NCFCWCD) was formed by a special act of the California Legislature to provide a wide
range of municipal services for the residents of Napa County. In particular, the District
was formed to facilitate the procurement of domestic water supplies and provide for the
control of flood and storm waters within the County. The District’s formation provided
the mechanism allowing the County to participate in government programs to preserve
and enhance local water supplies and obtain federal and state assistance to finance flood
control projects. The focus of this study is the District’s water conservation services.

In 1963, NCFCWCD’s water conservation services were initiated following an
agreement with the California Department of Water Resources (DWR). The agreement
was amended in 2000 and provides the District with an annual entitlement of water drawn
from the State Water Project (SWP). The District’s entitlements are gradually increased
each year until its maximum annual entitlement of 29,025 acre-feet is reached in 2021,
entitlements continue thereafter until 2035 when all SWP contracts are due to expire. In
exchange for an annual entitlement, the District is responsible for repayment of costs for
the construction, maintenance, and operation of SWP facilities. Notably, along with the
Solano County Water Agency (SCWA), the District is responsible for the costs
associated with the construction and operation of the North Bay Aqueduct (NBA), which
facilitates delivery of SWP entitlements to Napa and Solano Counties.

The construction of the NBA was completed in two phases: the “Napa Phase” and the
“Solano Phase.” The Napa Phase was completed in 1968 and involved the construction
of temporary and permanent facilities in Napa and Solano Counties. This phase included
a temporary transmission line connecting a SWP pumping plant in Cordelia (Solano
County) with the Putah South Canal. This temporary transmission line enabled the
District to begin receiving non-project water drawn from Lake Berryessa as part of the
federal government’s Solano Project. The District’s access to the Solano Project was
secured through an interim agreement with the Solano County Flood Control and Water
Conservation District (predecessor to SCWA). In 1988, the Solano Phase of the NBA
was completed, resulting in a 27-mile transmission line connecting Napa County to the
Sacramento-San Joaquin Delta. Project water delivered to the District is stored at the
Napa Turnout Reservoir in Jameson Canyon.

NCFCWCD’s agreement with DWR enables the District to subcontract its annual
entitlement with local agencies. Significantly, this feature allows the cost of SWP water
to be passed directly to the subcontractors. Between 1966 and 1982, the District reached
subcontracting agreements with the Cities of Calistoga and Napa, Town of Yountville,
and the American Canyon County Water District (predecessor to the City of American
Canyon). Theses agreements provide each subcontractor with an annual share of the
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District’s SWP entitlement through 2035. In exchange, each subcontractor contributes to
the cost associated with the purchase and delivery of SWP water in proportion to the
amount of entitlement. Collectively, the District’s SWP subcontractors are referred to as
“member units.” Payments to DWR for SWP entitlements are facilitated through two
fees: a transportation charge and a water charge. The transportation charge is based on a
proportionate share of the capital and operating cost associated with the infrastructure and
facilities needed to capture and convey water to Napa County. The water charge is based
on each acre-foot delivered. Both fees are reviewed on an annual basis by DWR and are
calculated to recapture all project costs by 2035.

In addition to its agreement with DWR, NCFCWCD maintains a water supply agreement
with the United States Department of the Interior, Bureau of Reclamation, for an annual
entitlement of water drawn from the Solano Project. Renewed in 1999, this agreement
provides the District with an annual allocation of 1,500 acre-feet of water from Lake
Berryessa through 2024. The District subcontracts this entitlement to several individual
property owners in the Lake Berryessa area, as well as to three special districts: Lake
Berryessa Resort Improvement District (LBRID), Napa-Berryessa Resort Improvement
District (NBRID), and Spanish Flat Water District.* Each subcontractor is responsible
for the construction and operation of their own intake and delivery system to Lake
Berryessa.

NCFCWCD’s water conservation services are provided with direction from its
subcontractors. To increase its responsiveness to the collective needs of Napa County,
the District formed an advisory group consisting of the public works directors and staffs
of the five cities and the County. Commonly referred to as “Watrtac,” the group provides
the District with a consensus among the cities regarding current and future water issues.
In 2000, on behalf of this advisory group, the District reached an agreement with Kern
County Water Agency for the permanent transfer of 4,025 acre-feet of annual SWP
entitlement. Costs are proportionately shared by each of the five cities according to the
amount of water each city is entitled.

Aside from administering the aforementioned water supply contracts, NCFCWCD
facilitates collaborative studies aimed at examining local water supplies and enhancement
opportunities. The District is currently facilitating a countywide water study to identify
current and projected water demand within each of its participating agency’s service
areas as well as documenting agricultural demands in unincorporated areas served by
groundwater. The “2050 Study” will also include an analysis of potential new water
sources, including the feasibility of capturing water from the Napa River for beneficial
use. Funding participants include the County, Napa Sanitation District, and each of the
five cities. The District also is participating in a study with the United States Geological
Survey. The study is an update of a 1977 analysis of the hydrological and geological
properties for the lower basins of the Milliken Creek, Sarco Creek, and Tulucay Creek of
Napa County. The study is due for release in 2003.

L Until recently, NCFCWD had administered operations for LBRID and NBRID. Both districts are governed by the Napa County
Board of Supervisors and were formed in the 1960s to provide potable water and wastewater services for planned resort/residential
communities near Lake Berryessa. Management for both districts is currently provided by the County’s Public Works Department.
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GOVERNANCE

NCFCWCD was organized by the California Legislature under the Napa County Flood
Control and Water Conservation District Act of 1951. The District’s 11-member
governing board is comprised of the Napa County Board of Supervisors, the mayors of
the five cities in the County, and a council member from the City of Napa.** The board is
empowered to establish and enforce any rule or regulation deemed necessary to carryout
the business of the District. Pursuant to the Act, all officers of the County and their
employees are subject to perform duties on behalf of the District. Elections are based on
a registered resident-voter system. If deemed advisable, the board may establish zones
within the District to carry out specific plans or projects for the benefit of a designated
area. In the event a project for one or more zones is planned, the board is required to
appoint three property owners residing in the affected zone to an advisory committee.
The appointed committee members are required to take part in all meetings and/or
discussions involving designated projects.*® District operations may be financed through
property taxes, assessments, charges, general obligation bonds, the sale or lease of real
property, and the sale of surplus water.

NCFCWCD’s board meetings are conducted on the first and third Tuesday of every
month. Meetings are held at the County of Napa’s Administration Building and are open
to the public. Pursuant to the Napa County Flood Control and Water Conservation
District Act of 1951 (Chapter 1449: 3411), the District is authorized to provide the
following municipal services:

e Control flood and storm waters in order to conserve for beneficial and useful
purposes by spreading, storing, retaining, and/or causing such waters to percolate
into the soil; protect public highways, life, property, watercourses, and watersheds
from flood and storm waters; prevent the waste of water supply within the
District; obtain, retain, and reclaim drainage, storm, flood, or other waters from
any other sources within or outside of the District for beneficial uses (Section
Four)

e To acquire through any means, real property and/or to construct, maintain and
operate improvement works necessary to carry out the duties of the District
(Section Five, Part Four)

e To store water in surface or underground reservoirs within or outside of the
District; to conserve and reclaim water for present and future uses; to appropriate
and acquire water and/or water rights within or outside of the District; ensure an
sufficient water supply is available for any present or future beneficial uses that
includes the acquisition, storage, and distribution of water for irrigation, domestic,

2 NCFCwCD's governing body originally consisted of the Napa County Board of Supervisors. In 1996, the California Legislature
amended the District’s enabling act to expand its governing body to include the mayors of the five cities in Napa County and a
councilmember from the City of Napa.

* Since its formation, NCFCWCD has established one zone: “Zone 1.” This zone was created in 1952 for the purpose of operating a
water pump station for storm and flood control in southern Napa County near Edgerly Island. Zone 1 was subsequently dissolved
in 1982 with its water pump station conveyed to the Napa River Reclamation District #2109.
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fire protection, municipal, commercial, industrial and all other beneficial uses
(Section Five, Part Five)

e Perform studies or analyses as it relates to water supply, water rights, and the
control of flood and storm waters (Section Five, Part Eight)

OPERATIONS

The Public Works Department for the County of Napa provides administrative services to
NCFCWCD. Public Works is compensated for staff time spent on District activities on
an hourly rate.** Public Works primary responsibility relating to the District’s water
conservation services includes administering its master water supply agreements with
DWR and the Bureau of Reclamation. In addition, Public Works administers the
District’s water supply agreements with its local subcontractors. District operations
receive input through an advisory committee that is comprised of the public works
directors and staffs for each of the five cities in Napa County and the County of Napa.

ADOPTED BOUNDARIES

NCFCWCD’s adopted service area is comprised of one contiguous area consisting of
506,517 acres. The District’s service area is conterminous with its sphere of influence
and includes all lands within Napa County. The District is under the land use of authority
of multiple jurisdictions, including the County of Napa and the Cities of American
Canyon, Calistoga, Napa, St. Helena, and the Town of Yountville.

NCFCWCD - Adopted Boundaries
District Boundary: 506,517 acres *
Sphere of Influence Boundary: 506,517 acres *

* Figures are approximations calculated using information generated by LAFCO and
County of Napa’s geographic information systems.

WATER SUPPLY

NCFCWCD’s water supply is based on contracted entitlements with DWR and the
Bureau of Reclamation. The District’s agreement with DWR provides it with an annual
entitlement of water drawn from the SWP through 2035. SWP water is delivered to the
District through the NBA, a 27-mile transmission line that conveys captured water from
the Sacramento-San Joaquin Delta to the Napa Turnout Reservoir in Jameson Canyon.
The District’s original agreement with DWR provided a maximum annual water
entitlement of 25,000 acre-feet. This amount was amended in 2000 following a water

44 County Public Works estimates that approximately 120 hours of monthly staff time is spent on NCFCWCD activities.
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transfer agreement with the Kern County Water Agency. This agreement provides the
District with an additional 4,025 acre of annual SWP entitlement made available in
gradual increments through 2021. The District’s SWP entitlement is subcontracted out to
the Cities of American Canyon, Calistoga, Napa, St. Helena, and the Town of Yountville.
(St. Helena elects to sell its annual SWP entitlement of 1,000 acre-feet.) Each
subcontractor is responsible for the construction and operation of their own connection
and delivery system to the Napa Turnout Reservoir; withdraws are metered by the
District.

NCFCWCD’s water supply agreement with the Bureau of Reclamation provides it with
an annual entitlement of water drawn from the Solano Project. The contract was recently
renewed in 1999 and establishes an annual entitlement of 1,500 acre-feet of water from
Lake Berryessa through 2024. The District subcontracts this entitlement to several
property owners in the Lake Berryessa area in addition to three special districts: Lake
Berryessa Resort Improvement District, Napa-Berryessa Resort Improvement District,
and the Spanish Flat Water District. Each subcontractor is responsible for the
construction and operation of their own intake and delivery system to Lake Berryessa.

NCFCWCD- Available Water Supply (acre-feet)
Year State Water Project * Solano Project **
2003 21,475 1,500
2004 21,850 1,500
2005 22,225 1,500
2006 22,550 1,500
2007 22,875 1,500
2008 23,200 1,500

* NCFCWCD entitlements to the SWP are scheduled to gradually increase each year
through 2021, at which time the District shall reach its maximum annual entitlement
of 29,025 acre-feet. Entitlements continue thereafter through 2035.

** NCFCWCD entitlements to the Solano Project continue at 1,500 acre-feet annually
through 2024.

WATER DEMAND

NCFCWCD does not provide water service to its subcontractors. The District

administers the availability of water supplies through agreements with DWR and the

Bureau of Reclamation. Estimates for water demand are determined by each individual
subcontractor.
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WATER TREATMENT FACILITIES

NCFCWCD does not own, lease, or operate treatment facilities.

DISTRIBUTION SYSTEM AND STORAGE FACILITIES

NCFCWCD does not own, lease, or operate distribution systems or storage facilities.

RATE SCHEDULE

NCFCWCD’s water rates are determined by DWR and the Bureau of Reclamation for
water supplies generated from the SWP and the Solano Project respectively. These rates
are passed directly to each subcontractor based on their water usage along with an
administration fee based on District staff time.

FINANCIAL

NCFCWCD’s annual budget is divided between four divisions: Flood and Watershed
Management, Water Supply Operations, Napa Flood Project, and Napa Flood Project —
General Administration (Measure A).* The District’s water supply operation division
has an approved operating budget for 2002-2003 of $4,761,747. Primary expenses
include cost associated with the delivery and administration of SWP water. The
District’s anticipated revenue for 2002-2003 is $4,761,747. The main revenue source is
reimbursement from subcontractors. As of February 2003, the District’s cash balance
was $60,759.

WRITTEN DETERMINATIONS

In anticipation of reviewing and updating the Napa County Flood Control and Water
Conservation District’s sphere of influence, and based on the above-mentioned
information, the following written determinations were adopted by the Commission to
fulfill the requirements of California Government Code §56430."° When warranted,
some determinations include supplemental information listed in italics to provide context
to the underlying service factor. A review of the District’s sphere of influence will be
included as part of a future study.

*® Measure A (Napa County Flood Protection Sales Tax Ordinance) was approved by Napa County voters in 1998 and authorizes a
0.5% special tax over a 20-year period for the purposes of funding specified flood and water quality and enhancement projects.
Specified projects include the Napa River Flood Project and the stabilization and enhancement of Calistoga’s Kimball Reservoir
and St. Helena’s Bell Canyon Reservoir.

%6 L AFCO Resolution No. 03-36, adopted December 11, 2003.
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Infrastructure Needs or Deficiencies:

1. The Napa County Flood Control and Water Conservation District does not own,
lease, or operate any facilities relating to the provision of water service. Due to
its contractual relationship with its subcontractors, it is not anticipated that the
District will pursue changes in its operations within the timeframe of this study.

2. Through its contractual agreements, the Napa County Flood Control and Water
Conservation District administers imported water supplies on behalf of five cities
and three special districts in Napa County. In accordance with its legislative
mandate, the District should continue to explore opportunities to increase and
enhance available water supplies through mutually beneficial water supply
projects. These efforts will assist local water agencies to meet increasing service
demands, while supplementing and conserving local water resources.

3. It is anticipated that the increase in demand projected by Napa County Flood
Control and Water Conservation District’s municipal subcontractors will
necessitate a greater demand for withdraws from the State Water Project.
Accordingly, the District should continue to explore opportunities with the
California Department of Water Resources and the Solano County Water Agency
to ensure the timely availability of adequate capacity through the North Bay
Aqueduct to coincide with these increased demands.

Improvements to the North Bay Aqueduct are needed to increase its available
capacity to equal the amount of entitlements contracted by the Napa County
Flood Control and Water Conservation District. The District is currently
working with the Department of Water Resources and the Solano County
Water Agency to finance and implement the first of these improvements:
construction of an additional pump station at Barker Slough. Key factors
involved in these improvements are the completion of the original design of
the North Bay Aqueduct and to satisfy the increase in State Water Project
entitlements generated from the District’s water transfer agreement with the
Kern County Water Agency.

4. On behalf of its subcontractors, the Napa County Flood Control and Water
Conservation District should continue to monitor conditions relating to current
and future deliveries drawn from the State Water Project. These efforts will assist
affected subcontractors to implement proper water supply planning contingencies
to mitigate service constraints during below normal and dry year conditions, when
deliveries are restricted.

5. In 2003, the Department of Water Resources issued the State Water Project
Delivery Reliability Report. The report provides an assessment of State Water
Project deliveries using historical precipitation rates along with projected land and
water use demands through 2021. Notably, this report includes delivery estimates
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during drought periods. This report is a valuable tool for all State Water Project
contractors and should be incorporated into each of the District’s affected
subcontractors’ water supply planning efforts.

6. The Napa County Flood Control and Water Conservation District has made
reasonable efforts to assist local public water agencies secure additional water
supplies for supplemental and drought protection purposes. These efforts
demonstrate a continued effort by the District to be responsive to the collective
needs of Napa County by lessening the impact incurred by ratepayers during
below normal and dry years when water supplies are at a premium.

A recent example includes the Napa County Flood Control and Water
Conservation District’s 2000 water transfer agreement with the Kern County
Water Agency. This agreement provides each of the five cities in Napa
County an annual share of the District’s purchase of 4,025 acre-feet of
additional State Water Project entitlement. In addition, the District
continually monitors interest among its subcontractors with respect to
participating in provisional water supply programs facilitated by the
California Department of Water Resources as well as open water market
purchases.

Growth and Population Projections:

1. Projected population growth within Napa County Flood Control and Water
Conservation District’s jurisdictional boundary will increase at a level identical to
projected growth rates for Napa County. It should be expected that increases to
the County’s population will necessitate a greater demand for water service within
the District’s jurisdictional boundary. This increase in demand is expected to be
largely accommodated by the District’s municipal subcontractors.

2. Population projections issued by the Association of Bay Area Governments
(ABAG) are reasonable estimates of Napa County’s current and future
population. Population projections issued by ABAG for the County should be
incorporated and used by the Napa County Flood Control and Water Conservation
District as reasonable population projections for its jurisdictional boundary.

In 2002, ABAG issued updated population projections estimating Napa
County’s total population at approximately 140,700 by 2010. Of this amount,
approximately 110,000 persons are projected to live within one of the
County’s five incorporated territories.
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Financing Constraints and Opportunities:

1. The Napa County Flood Control and Water Conservation District’s water
conservation services are primarily financed from reimbursement fees collected
from its subcontractors. These revenues cover actual costs of importing water
supplies on behalf of its subcontractors along with administration fees based on
staff time. This arrangement enables the District to recover all costs associated
with its water conservation services, however, limits cost recovery to services that
have been approved by the affected agencies.

2. Opportunities for the Napa County Flood Control and Water Conservation
District to increase revenues for its water conservation services through
assessments are constrained by Article XIII of the California Constitution, which
requires 2/3 voter approval to raise special taxes.

3. In 1998, Napa County voters approved “Measure A” authorizing a special tax
over a 20-year period for the purpose of funding specified flood control and
watershed improvement projects. Revenue generated from this special tax is
managed by a technical advisory committee and helps to finance District
operations relating to flood control. An examination of this revenue source and
its impact on the District’s flood control services should be evaluated as part of a
future study.

Cost Avoidance Opportunities:

1. The Napa County Flood Control and Water Conservation District shares costs
relating to its water conservation services with its subcontractors and other public
agencies in Napa County who benefit from its services. It is anticipated that
future costs incurred as a result of the District’s water conservation services will
continue to be shared in this manner.

2. The Napa County Flood Control and Water Conservation District’s water
conservation services are administered by the County of Napa’s Public Works
Department. This arrangement allows the District to access a wide range of
resources and enables it to share in the benefits of the County’s buying power.

Opportunities for Rate Restructuring:

1. The Napa County Flood Control and Water Conservation District does not
determine imported water rates for its subcontractors; rates are determined by the
United States Department of the Interior, Bureau of Reclamation, for entitlements
drawn from the Solano Project and the California Department of Water Resources
for entitlements drawn from the State Water Project. These rates are passed
directly to each subcontractor based on their water usage along with an
administration fee based on District staff time.
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Opportunities for Shared Facilities:

1. The Napa County Flood Control and Water Conservation District and the Napa
County Resource Conservation District share similar legislative responsibilities
and jurisdictional boundaries. Due to their natural service relationships,
opportunities to pursue cost efficiencies and shared facilities between these two
agencies should be more fully examined in future studies.

The Napa County Resource Conservation District was formed in 1945 to
prevent and control soil erosion, runoff, and the development, storage, and
distribution of water. Although it has elected not to offer water service, this
district does provide services relating to the assessment of Napa County’s
waterways and groundwater basins.

Government Structure Options:

1. The Napa County Flood Control and Water Conservation District is authorized
under its legislative act to provide a wide range of municipal services relating to
the provision of water service in Napa County. Although its jurisdictional
boundary overlaps several other public agencies in the County empowered to
provide similar water services, the District provides a unique service:
administration of master water supply agreements on behalf of multiple public
agencies throughout the County.

2. The Napa County Flood Control and Water Conservation District is authorized
under its legislative act to establish “zones” within its jurisdictional boundary for
the purposes of establishing assessments to finance projects for the specific
benefit of a particular area. This feature enables the District to act responsively to
beneficial water quality and enhancement projects within a specified area, while
limiting costs to property owners directly benefiting from the project. When
appropriate, the District should explore opportunities to establish project zones
within the County to assist public agencies and property owners to improve local
water resources.

Evaluation of Management Efficiencies:

1. The Napa County Flood Control and Water Conservation District provides an
annual summary of past and projected revenues and expenditures relating to its
water conservation services as part of its annual budget. The budget is adopted
following a publicly noticed board meeting in which members of the public are
allowed to comment and offer suggestions with respect to expenditures relating to
the District’s water conservation services. In addition to enhancing the
accountability of appointed representatives, the budget process provides a clear
directive towards staff with respect to prioritizing district resources.
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2. The Napa County Flood Control and Water Conservation District’s agreement
with the United States Department of the Interior, Bureau of Reclamation, for
annual entitlements drawn from the Solano Project requires it to ensure that all
subcontractors receiving project water are equipped with approved measuring
devices no later than 2004. The District should encourage its Solano Project
subcontractors to implement these water measuring devices in a timely and
efficient manner. Implementation of these measuring devices will enhance the
District’s level of oversight and help to ensure withdraws from Lake Berryessa
are limited to each subcontractor’s contractual amount.

Local Accountability and Governance:

1. The Napa County Flood Control and Water Conservation District’s board
meetings are conducted twice a month and are open to the public. Public
inquiries involving its water conservation services can be addressed to the board
at this time.  Regularly scheduled board meetings provide an opportunity for
residents to ask questions of their appointed representatives, while helping to
ensure that service information is being effectively communicated to the public.

2. The Napa County Flood Control and Water Conservation District makes
reasonable efforts to maintain public dialogue with the residents of Napa County
relating to its water conservation services. These efforts facilitate local
accountability and contribute towards public involvement in local governance.

3. The Napa County Flood Control and Water Conservation District can improve its
local accountability by including information relating to water conservation news
and opportunities on its website. In addition, the District should publish an
annual newsletter to Napa County households that includes information on water
conservation opportunities and updates on current and planned water studies.
These efforts would reinforce and enhance the District’s legislative mandate to
improve the County’s water resources and strengthen public involvement in its
water conservation services.

4. The United States Department of the Interior, Bureau of Reclamation, has lease
agreements with seven concessionary resorts at Lake Berryessa that will expire in
2009. The Bureau of Reclamation is currently developing a new long-term
service plan in anticipation of issuing new concessionary agreements. New
concessionary agreements could result in significant changes to existing uses and
services at Lake Berryessa. The Napa County Flood Control and Water
Conservation District should closely monitor the Bureau of Reclamation’s plans
for long-term uses at Lake Berryessa with respect to potential impacts to its
vested subcontractors serving the Lake Berryessa area.
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5.

Two of the concessionary resorts at Lake Berryessa, the Spanish Flat Resort
and the Steele Park Resort, are potable water customers of the Spanish Flat
Water District and the Napa-Berryessa Resort Improvement District
respectively. These service providers are both subcontractors of the Napa
County Flood Control and Water Conservation District and rely on revenues
generated from water sales from the aforesaid concessionary resort to finance
their respective operations.

In 1999, the Napa County Board of Supervisors went on record to encourage the
Napa County Flood Control and Water Conservation District to develop and
adopt a coordinated groundwater management plan. A coordinated countywide
groundwater management plan offers the promise of greater protection for Napa
County’s groundwater basins against overdraft and contamination, while
maximizing its long-term beneficial uses. The District should make a concerted
effort to determine the feasibility of developing and adopting a groundwater
management plan within the timeframe of this study.

The Napa County Flood Control and Water Conservation District’s water
conservation services are maintained and managed by a responsive and
professional staff. These characteristics enhance local accountability and
cultivate desirable working relationships with members of the public as well as
other agencies.
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NAPA SANITATION DISTRICT

OVERVIEW

Established in 1945, the Napa Sanitation District (NSD) was created to provide for the
collection and secondary treatment of wastewater for discharge into the Napa River for
the City of Napa and unincorporated portions of southern Napa County. The District was
formed at the request of the Napa County Board of Supervisors. Wastewater services
commenced in the late 1940s following the construction of the Imola Treatment Plant.
The District’s operations were later expanded in the 1980s to include the treatment of
wastewater for reclamation projects. The focus of this study is the District’s reclaimed
water services.

NSD’s efforts to implement reclamation projects began with the need to find suitable
alternatives for the storage and dry season discharge of treated wastewater into the Napa
River. These efforts were prompted by new federal and state regulations relating to the
treatment and discharge of wastewater. In 1972, the United States Congress passed the
Federal Water Control Pollution Act. Referred to as the Clean Water Act, the law
established water quality standards that were created in order to restore and maintain the
chemical, physical, and biological integrity of the nation’s waters. The law included the
mandate for a permit system known as the National Pollutant Discharge Elimination
System (NPDES) to regulate the discharge of pollutants into surface waters. That same
year, the California Legislature amended the Porter-Cologne Water Quality Control Act
of 1969, allowing the State Water Resources Control Board to assume the responsibilities
prescribed in the Clean Water Act. This signified that the State Water Resources Control
Board and its nine regional control boards would regulate federal and state water quality
standards as well as operate the federal permit process for discharging pollutants into
open waters.

In 1975, NSD reached a joint powers agreement with the American Canyon County
Water District (ACCWD) that resulted in the Napa-American Canyon Wastewater
Management Authority. ACCWD was the predecessor of the City of American Canyon
and provided potable water and wastewater services in the unincorporated territory south
of NSD’s service area. The agreement established the terms and conditions by which
NSD and ACCWD would coordinate the management of wastewater services within their
respective service areas. Most notably, this agreement facilitated the construction of the
Soscol Wastewater Treatment Plant (WTP) in 1978, an advanced treatment plant capable
of meeting new federal and state treatment standards. The Soscol WTP provided both
agencies with enhanced treatment facilities capable of providing restricted (secondary)
recycled water that could be used for irrigation on non-domestic crops (i.e., pastures,
orchards, and fodder). In 1994, the Napa-American Canyon Wastewater Authority was
dissolved following the incorporation of American Canyon two years earlier. The
dissolution agreement defined recycled water areas for NSD and American Canyon.
Each agency agreed not to impair the other agency from selling or providing recycled
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water within their designated area. The recycled water areas defined in the dissolution
agreement matched earlier agreements and service practices between NSD and ACCWD.
The agreement defines NSD’s recycled water area as lands north of Fagan Creek as well
as any lands south of Fagan Creek owned by Napa County for its airport operations, and
any part of the Chardonnay golf facilities.

In 1983, NSD’s reclamation program was prompted following a mandate by the San
Francisco Bay Region — Regional Water Quality Control Board (RWQCB) for the
District to establish a timeline for the expansion of its reclamation program. The
mandate was issued in conjunction with RWQCB’s notice that discharges into the Napa
River would be restricted beginning in 1988. The restrictions would take effect during
summer months when flow rates in the Napa River were not sufficient to minimize the
impacts of discharged pollutants. By the end of the 1980s, the District had finished
construction on two reclamation pipelines: the Kirkland Pipeline and the Kirkland
Extension Pipeline. These pipelines allowed the District to begin conveying restricted
reclaimed water from Soscol WTP to lands in southern Napa County for pasture
irrigation.  The Kirkland Extension also facilitated service to the Chardonnay Golf
Course, the District’s first paying reclaimed water customer.

In 1997, NSD completed the first of two planned capital improvement projects to the
Soscol WTP. Referred to as “Phase I,” this initial phase provided the District with
improved and upgraded facilities necessary to raise the level of treatment at the Soscol
WTP to tertiary. The move from secondary to tertiary recycled water was designed to
expand the District’s reclamation program due to tertiary’s unrestricted use. The
California Department of Health Services, under Title 22 of the California Code of
Regulations, permits the use of tertiary recycled water for multiple uses. These uses can
include irrigation of food crops, parks and playgrounds, golf courses, cemeteries, and
certain industrial and commercial uses.

The following year, NSD reached a 20-year agreement with the City of Napa that permits
the District to solicit and provide reclaimed water service within a specified area of the
City’s water service area. Referred to as the “reuse area,” the agreement defines the
District’s recycled service area as lands east of the Napa River, south of Imola Avenue,
west of Highway 221, and north of the City of American Canyon. The agreement also
permits NSD to deliver reclaimed water to the Napa State Hospital, Stanley Ranch, and
the South Napa Market Place. Reclaimed water service to any lands not included in the
reuse area and within the City’s water service area requires prior written approval by the
City. The agreement provides NSD with exclusive rights to furnish reclaimed water
within the City’s water service area. NSD agrees to reimburse the City for the loss of
potable water sales revenue in the event customers take delivery of recycled water in lieu
of potable water from the City. NSD also agrees to furnish up to 50 acre-feet per year of
reclaimed water to Kennedy Park and the Napa Valley College at no cost.

In April of 2002, NSD completed “Phase II” of the Soscol WTP capital improvement
project. The improvements made to the Soscol WTP provided the District with enhanced
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treatment facilities, including an advanced solids handing system. The District is
currently completing work on the construction of the Kennedy Pipeline. The Kennedy
Pipeline will allow the District to begin providing reclaimed water service to several
entities inside the City of Napa’s reuse area, including Kennedy Park and Golf Course
and Napa Valley College. Completion of the Kennedy Pipeline is anticipated for 2003.
Another prominent reclamation project anticipated to begin within the next few years
includes service to commercial and industrial sites located within the Napa Valley
Gateway Business Park. Lots developed within City’s reuse area and the Napa Valley
Gateway Business Park are required under the terms of their wastewater service
agreement to take reclaim water when it becomes available.

In addition to expanding reclamation service into the City of Napa’s reuse area and the
Napa Valley Gateway Business Park, NSD maintains a contractual agreement to extend
service to the Los Carneros Water District (LCWD). LCWD was created in 1978 for the
specific purpose of entering into negotiations with the District for the delivery of
reclaimed water for agricultural use in the Carneros region of Napa County. Although
NSD and LCWD have signed two agreements over the past 25 years, a delivery system
has never been constructed. The District’s most recent agreement with LCWD was
reached in 1995 and provided the framework for the Carneros Recycled Water Service
Project. The District agreed to be responsible for the planning, financing, construction,
operation, and maintenance of a delivery system that would provide reclaimed water
service to property owners within LCWD. The implementation of the agreement,
however, was contingent on the District reaching separate agreements with individual
property owners within LCWD before beginning construction. Negotiations with three
prominent property owners proved ineffective — the property owners wanted assurances
from the District that they be allowed to terminate their agreements at their discretion.
Unwilling to meet such conditions, the District suspended implementation of the
Carneros Recycled Water Service Project and applied the money designated for LCWD
to finance other reclamation projects. The District has maintained contact with LCWD to
discuss the possibility of extending reclamation services to the Carneros region, but
financing remains a key obstacle. It is estimated that the total cost to construct the
facilities needed to provide reclaimed water service to the Carneros area is approximately
7.5 million dollars.

GOVERNANCE

NSD was organized under the County Sanitation District Act, Division Five, Part Three,
Chapter Three of the California Health and Safety Code. The District’s governing body
is comprised of a five-member board of directors. The board includes a county
supervisor, the mayor and a councilmember from the City of Napa, and two public
members. The City Council of Napa and the Board of Supervisors appoint their own
public member. A county supervisor also serves as an alternate board member.
Elections are based on a registered resident-voter system. District operations can be
financed through wastewater and reclaimed water service charges, assessments, lease or
sale of property, and general obligation and revenue bonds.
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NSD’s board meetings are conducted on the first and third Wednesday of every month at
the District’s Soscol WTP’s Administrative Office and are open to the public. Pursuant
to the County Sanitation District Act (Health and Safety Code 4700 et. seq.), NSD is
authorized to provide the following municipal services:

e The collection, treatment, and disposal of wastewater and related works, including
sewage systems and treatment plants (HSC 84740-4741)

e The sale or disposal of any water which is the by-product of any district
operations (HSC §4744)

e The construction, maintenance, and operation of a refuse transfer or disposal
system (HSC §4741.1)

e Street cleaning and street sweeping services upon the roads and streets of the
district (HSC §4742.5)

e The acquisition, construction, control, operation, and maintenance of waterworks
for the production, treatment, storage, and distribution of water for domestic
and/or other uses (HSC 84767)

NSD provides only the first two services listed above.

OPERATIONS

NSD’s reclaimed water services are operated and maintained by its staff. The District is
comprised of four departments: administration, collections, treatment, and technical
services. A general manager is appointed to provide oversight and direction for all four
departments.  The general manager serves at will to the board. Designated staff is on
call 24 hours a day, 7 days a week to respond to any reported emergencies. The District
is currently comprised of 40 full time employees.

ADOPTED BOUNDARIES

NSD’s adopted service area is comprised of 12,448 acres. The District’s service area
includes the majority of incorporated territory of the City of Napa as well as
unincorporated portions of southern Napa County. The District is under the land use of
authority of two jurisdictions: the City of Napa and the County of Napa.

NSD — Adopted Boundaries
District Boundary: 12,448 acres *
Sphere of Influence Boundary: 14,699 acres *
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* Figures are approximations calculated using information generated by LAFCO and
County of Napa’s geographic information systems.

RECLAIMED WATER SUPPLY

NSD’s reclaimed water is generated from wastewater collected from the City of Napa
and from unincorporated portions of southern Napa County. The amount of reclaimed
water available for delivery is directly impacted by the amount of wastewater received
and processed by the Soscol WTP. In 2001, Soscol WTP received approximately 3.045
billion gallons of wastewater (9,343 acre-feet).

NSD — Reclaimed Water Supply
Available Wastewater Supply: \ 3.045 billion gallons

*  Amount of wastewater received by Soscol WTP in 2001

RECLAIMED WATER DEMAND

In 2001, NSD delivered approximately 724 million gallons of reclaimed water during
non-discharge months (2,222 acre-feet). This resulted in an approximate daily average of
4.0 million gallons between May and October when discharge to the Napa River is
prohibited by order of the San Francisco Bay — Regional Water Quality Control Board.
Currently, the District provides reclaimed water services to seven locations: Jameson
Canyon Ranch, Somky Ranch, Napa County Airport/Fagundos Ranch, Giles Vineyard,
Chardonnay Golf Course, Kohnan, Inc., and CDI. Giles Vineyard, Chardonnay Golf
Course, Kohan, Inc., and CDI are charged a usage fee for reclaimed water. Somky
Ranch, Jameson Canyon Ranch, and Fagundos Ranch are all owned by the District. The
Napa County Airport is leased from the County of Napa for recycled water and biosolid
discharges.

NSD — 2001 Reclaimed Water Demand
Reclaimed Water Demand: 724 million gallons *
Service Connections: 7

* Represents reclaimed water production at Soscol WTP in 2001.
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RECLAIMED WATER TREATMENT FACILITIES

NSD provides treatment of wastewater generated from the City of Napa and
unincorporated portions of southern Napa County at the Soscol WTP.*" Built in 1978,
the Soscol WTP has a treatment capacity of 15.4 million gallons a day. The District
maintains four adjacent oxidation ponds that encompass roughly 340 acres and provide
approximately 1,700 acre-feet of storage capacity. In 1997 and 2002, the District
completed two upgrades to the Soscol WTP. These upgrades raised the level of
wastewater treatment at the Soscol WTP for reclamation uses to tertiary and created a
reclaimed water reservoir. The Soscol WTP has a reclaimed water treatment capacity of
8.8 million gallons a day.

Treatment of wastewater at Soscol WTP is broken into two phases: wet season discharge
and dry season discharge. Wet season discharge (November 1 through April 30) is
comprised of primary and secondary treatment of wastewater before being discharged
into the Napa River near Rattos Landing. Primary treatment begins as wastewater is
cycled through a bar screen and grit chamber to remove large and small debris. Water is
then emptied into two primary clarifiers allowing solids in the wastewater to settle.
Secondary treatment commences as wastewater is removed from the clarifiers and
processed either through an aeration basin before entering into a second line of clarifiers,
or through the oxidation ponds followed by flocculation clarifiers. Treatment continues
as wastewater is pumped into a chlorine contact basin. Once water has completed its
chlorine contact time, water is dechlorinated before being discharged into the Napa River.
During the dry season (May 1 through October 31) when discharge to the Napa River is
prohibited, wastewater is provided tertiary treatment. Tertiary treatment requires an
additional level of filtration following the completion of secondary treatment in order to
meet Title 22 standards. These standards include meeting designated coliform and
turbidity levels and a prescribed disinfection process. Moreover, recycled water is not
dechlorinated.*®

Soscol Wastewater Treatment Plant

Wastewater Source: City of Napa

Unincorporated lands in Napa County
Wastewater Treatment Capacity: 15.4 million gallons per day
Reclaimed Water Treatment Capacity: | 8.8 million gallons per day

4T NSD’s wastewater collection, treatment, and discharge operations are governed by California Regional Water Quality Control
Board — San Francisco Bay Region Order No. 00-059.

8 NSD’s reclamation operations are governed by California Regional Water Quality Control Board — San Francisco Bay Region
Order No. 96-011. This permit serves as a general permit for reclamation operations throughout the San Francisco Bay region.
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DISTRIBUTION SYSTEM AND STORAGE FACILITIES

NSD produces and distributes reclaimed water generated from the Soscol WTP. The
District’s reclaimed distribution system is comprised of the Kirkland and Kirkland
Extension Pipelines. These pipelines convey tertiary reclaimed water stored and pumped
from the Soscol WTP’s reclaimed water reservoir to unincorporated portions of southern
Napa County. A temporary pipeline is also available to convey reclaimed water to a
leased portion of the Napa County Airport. This enables the District to discharge
reclaimed water on an emergency basis and discharge biosolids annually. The reclaimed
water reservoir has a usable storage capacity of approximately 6.5 million gallons.*

NSD — Reclaimed Storage Capacity

Reclamation Reservoir 6.5 million gallons
TOTAL: 6.5 million gallons
RATE SCHEDULE

NSD charges a monthly reclaimed water usage fee based on the volume of water used in
quantities of 1,000 gallons. The District does not charge an availability or connection fee
for reclaimed water service.

NSD - Rate Schedule
Water Usage Fee: | $0.77 per 1,000 gallons *

* Adjusted annually in accordance to the Consumer Price Index.

FINANCIAL

NSD has an approved operating budget for 2002-2003 of $10,439,992. This amount
includes expenditures for the District’s four departments: administration ($6,945,328),
collections ($159,858), treatment ($2,961,161), and technical services ($373,645).
Primary expenses include payroll, maintenance and operation costs, and insurance and
licensing fees. The District’s anticipated revenue for 2002-2003 is $10,999,800.
Revenue sources include wastewater service charges and interest from invested funds.

9 NSD is scheduled to complete construction on the Kennedy Pipeline in 2003. Once completed, the Kennedy Pipeline will serve
Napa Municipal Golf Course, Kennedy Park, and Dey, Inc. Future improvements include extending Kennedy Pipeline to Napa
Valley College and Napa State Hospital (NSH) as well as constructing a 5.0 million gallon reclaimed water storage tank behind
NSH.
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WRITTEN DETERMINATIONS

In anticipation of reviewing and updating the Napa Sanitation District’s sphere of
influence, and based on the above-mentioned information, the following written
determinations were adopted by the Commission to fulfill the requirements of California
Government Code §56430.>°  When warranted, some determinations include
supplemental information listed in italics to provide context to the underlying service
factor. A review of Napa Sanitation District’s sphere of influence will be included as part
of a future study.

Infrastructure Needs or Deficiencies:

1. The Napa Sanitation District’s reclamation program is well-designed and has
adequate capacity to meet existing service demands. The wastewater treatment
plant’s reclamation facilities can be expanded to meet additional capacity
requirements as new users are brought on-line.

2. The Napa Sanitation District’s Soscol Wastewater Treatment Plant produces
tertiary-level treated wastewater. This level of reclaimed water offers the greatest
range of beneficial uses, including agricultural, landscaping, industrial, wetlands
maintenance and enhancement, and greenbelt preservation.

3. The Napa Sanitation District’s reclamation program is a beneficial and efficient
use of existing water resources by lessening the demand for potable water within
its service area.

Growth and Population Projections:

1. The extension of reclaimed water service within Napa Sanitation District’s service
area will not induce growth beyond what is already planned for in the land use
plans of the City of Napa and County of Napa.

Financing Constraints and Opportunities:

1. The Napa Sanitation District has an agreement with the City of Napa permitting it
to solicit and provide reclaimed water service within a portion of Napa’s water
service area. As part of this agreement, the Napa Sanitation District is required to
reimburse Napa for the loss of potable water sales revenue attributed to a
customer’s conversion to reclaimed water service. As Napa Sanitation District
begins to extend reclaimed water service within this area, future studies should
more fully examine the impact this arrangement has on the District’s fiscal
solvency.

%0 | AFCO Resolution No. 03-29, adopted October 11, 2003.
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Cost Avoidance Opportunities:

1. The Napa Sanitation District is a funding participant in Napa County Flood
Control and Water Conservation District’s “2050 Study.” The study’s objective is
to identify current and projected water demands within each participating
agency’s service area as well as document agricultural demands in unincorporated
areas served by groundwater. This study will also examine the feasibility of
pursuing cooperative water supply projects aimed at meeting countywide
demands through 2050, including the use of reclaimed water as an alternative
source for agricultural, industrial, and irrigation customers. Napa Sanitation
District will benefit from the study and should continually explore collaborative
opportunities aimed at expanding its reclamation program for mutually beneficial
uses.

2. Through the expansion of its reclamation program, the Napa Sanitation District
will reduce the demand and cost for dry season storage.

Opportunities for Rate Restructuring:

1. The Napa Sanitation District is currently the only public agency providing
tertiary-level reclaimed water service for a fee in Napa County. Accordingly, a
rate comparison with other agencies in the County is not available.

2. The Napa Sanitation District’s reclaimed water rates are adjusted according to the
United States Department of Labor’s Consumer Price Index. It is anticipated that
rates will continue to incur marginal changes to match market conditions within
the timeframe of this study.

Over the past five years, Napa Sanitation District’s reclaimed water rates
have increased approximately 2.6% ($0.75 per 1,000 gallons to $0.77 per
1,000 gallons).

Opportunities for Shared Facilities:

1. The Napa Sanitation District may have an opportunity to share costs and facilities
with the City of American Canyon relating to the provision of reclaimed water
service. American Canyon is scheduled to begin providing reclaimed water
service by the end of 2003 following the completion of its first reclaimed water
transmission line. Due to the close proximity of their service boundaries, this
relationship may provide an opportunity for each agency to pursue cost
efficiencies with one another, including the development of mutually beneficial
reclamation projects.
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2. The Napa Sanitation District and the City of Napa share resources relating to each
agency’s toilet retrofit program. Both agencies’ programs are managed by a
shared employee and offer incentives for constituents to replace their standard and
low-flush toilets with ultra-flush toilets. This collaborative effort reduces the
amount of wastewater needed to be collected and treated by Napa Sanitation
District, while lessening the demand on Napa’s potable water supply. This
relationship facilitates cost efficiencies between both agencies and serves to
encourage the efficient use of existing water resources within each agency’s
respective service area.

3. The Napa Sanitation District is a member of the North Bay Watershed
Association, a stewardship organization comprised of several public water and
wastewater agencies in Sonoma and Marin counties. This organization’s
objective is to identify and promote opportunities for the preservation and
enhancement of the San Pablo Bay watershed. In addition to facilitating regional
studies, this organization may provide a mechanism for the Napa Sanitation
District to share in the costs of mutually beneficial reclamation projects
throughout the North Bay.

The North Bay Watershed Association is currently examining the feasibility of
developing a reclaimed water delivery system to convey treated wastewater
from participating agencies in Marin, Sonoma, and Napa to flush out
discarded salt ponds in southern Napa County. This reclamation project
would serve two objectives: provide environmental enhancement of the
abandoned salt ponds, and reduce the dry season storage requirements for
participating agencies, including the Napa Sanitation District.

Government Structure Options:

1. The Napa Sanitation District is the only public agency providing reclaimed water
service within its jurisdictional boundary. The City of Napa is the only other
public agency empowered to provide reclaimed water service whose jurisdiction
overlaps that of Napa Sanitation District. Under the terms of a 1998 agreement,
the Napa Sanitation District is permitted to solicit and provide reclaimed water
service within a specified portion of Napa’s water service area; Napa has elected
not to exercise its right to provide reclaimed water service. A jurisdictional-wide
arrangement for the provision of reclaimed water service would enhance planning
between both agencies and facilitate greater opportunities for the extension of
reclaimed water service for beneficial uses.

2. There are several development projects planned for the Napa Valley Gateway
Business Park and Napa County Airport area. It is anticipated that these
developments, coupled with planned uses within the City of Napa’s “reuse area,”
will create a significant increase in demand for reclaimed water service. Future
studies should include an evaluation of these demands and their impact on Napa
Sanitation District’s reclamation capacity.
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3.

It is anticipated that the growing demand for reclaimed water for agricultural and
landscaping purposes in southern Napa County will create a demand for outside
user agreements with Napa Sanitation District. The extension of reclaimed water
service outside Napa Sanitation District’s jurisdictional and sphere of influence
boundaries does not require the approval of LAFCO pursuant to Government
Code Section 856133(e).

Due to the natural service relationships between the Napa Sanitation District and
the City of Napa, opportunities for reorganization involving these agencies should
be evaluated as part of a future study.

Evaluation of Management Efficiencies:

1.

The Napa Sanitation District provides an annual summary of past and projected
revenues and expenditures for its reclaimed water service operations as part of its
annual budget. The budget is adopted following publicly noticed board meeting
in which members of the public are allowed to comment and offer suggestions
with respect to expenditures relating to reclaimed water service. In addition to
enhancing the accountability of appointed representatives, the budget process
provides a clear directive towards staff with respect to prioritizing district
resources.

The Napa Sanitation District is currently in the process of completing major
improvements to its reclamation program. These improvements include the
development of the Kennedy Pipeline, which will make available reclaimed water
service to current potable water customers within the City of Napa’s “reuse area.”
Other projects planned for within the timeframe of this study includes the
construction of a 5.0 million gallon reclaimed water storage facility to serve
Napa’s reuse area and the development of a reclaimed transmission line serving
the Enterprise Court subdivision. These planned projects demonstrate a continued
effort on behalf of management to identify and extend service to potential

reclaimed water customers in a timely and efficient manner.

The Napa Sanitation District maintains an agreement with the Los Carneros
Water District to provide the Carneros area with reclaimed water service for
agricultural uses. The extension of reclaimed water service to the Los Carneros
Water District area holds the promise of providing Napa Sanitation District with a
beneficial use for its treated wastewater, while lessening the existing demand for
groundwater and creek diversions in the Carneros region.

The Napa Sanitation District should make a concerted effort to determine the

feasibility of providing reclaimed water service to the Los Carneros Water
District under the provision of its current contract agreement.
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5.

The Napa Sanitation District’s reclamation program is primarily financed through
the collection of wastewater fees. Future studies involving Napa Sanitation
District’s wastewater operations should more fully examine its fiscal capacities.

Local Accountability and Governance:

1.

The Napa Sanitation District’s board meetings are conducted twice a month and
are open to the public. Public inquiries involving its reclaimed water service
operations can be addressed to the Board at this time. Regularly scheduled board
meetings provide an opportunity for ratepayers to ask questions of their appointed
representatives, while helping to ensure that service information is being
effectively communicated to the public.

The Napa Sanitation District makes reasonable efforts to maintain public dialogue
with its ratepayers regarding its reclaimed water service operations. These efforts
facilitate local accountability and contribute towards public involvement in local
governance.

These efforts include publishing a quarterly newsletter that includes
information relating to its reclamation program. Ratepayers can also visit or
call Napa Sanitation District’s administration office during regular business
hours to discuss questions regarding reclamation services and operations.

The Napa Sanitation District should enhance its public outreach efforts by
developing a website that includes information relating to its wastewater and
reclamation operations. In addition to posting dates and agendas for board
meetings, the website should contain educational information relating to
reclaimed water service, including allowable uses and availability.

Napa Sanitation District is currently in the process of developing a
website: http://napasanitationdistrict.com. This website is expected to be
available to the public in October, 2003.

As Napa Sanitation District’s reclamation program expands, the District should
appoint a designated employee or representative to administer and oversee its
reclamation services.

The Napa Sanitation District’s administration and reclaimed water service
operations are maintained and managed by a responsive and professional staff.
These characteristics enhance accountability and cultivate desirable working
relationships with members of the public as well as other agencies.
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SPANISH FLAT WATER DISTRICT

OVERVIEW

The Spanish Flat Water District (SFWD) was established in 1963 to provide potable
water and sewer services to the “Spanish Flat” area along the western shoreline of Lake
Berryessa. At the time of its formation, it was anticipated that the District’s approximate
673-acre service area would develop into a comprehensive residential and recreational
community. Local property owners petitioned for the formation of the District to help
facilitate the development of this community. Notable plans for the community included
the development of a 53-lot residential subdivision to be known as the “Spanish Flat
Woodlands.” Other areas within the District’s service area included a small number of
existing residences, a commercial center, a mobile home court, and a public cemetery.

In 1964, SFWD issued general obligation bonds to finance the purchase of a water
system owned by the Spanish Flat Mutual Water Company. The Spanish Flat Mutual
Water Company, which was incorporated in 1961, had been the previous water service
provider for the area. Facilities purchased by the District included an intake system to
Lake Berryessa, a filtration plant, storage facilities, and a distribution system. Revenue
generated from the sale of general obligation bonds was also used to make improvements
to the existing water system along with extending the distribution system to serve the
Spanish Flat Woodlands subdivision.”® Later that year, the District secured an annual
water entitlement to Lake Berryessa following an agreement with the Napa County Flood
Control and Water Conservation District. Renewed in 1999, the agreement provides the
District with an annual entitlement of 200 acre-feet of water from Lake Berryessa
through 2024.

As a result of three annexations, between 1965 and 1977, SFWD more than doubled the
size of its original service area. In 1965, the District annexed approximately 170 acres of
non-contiguous territory near the Rancho Monticello Resort. The annexation of this
territory was intended to facilitate the development of a 160-acre residential subdivision,
with the remaining 10 acres to be used for commercial uses. However, three years after
annexation, the Napa County Board of Supervisors amended the territory’s zoning
standard as part of a countywide agricultural preserve act. As a result of the new zoning
standard (Agricultural Watershed), development of the territory was not pursued.

In 1976, SFWD annexed the Spanish Flat Resort. The approximate 225-acre resort,
along with six other resorts, was developed in the late 1950s following an agreement with
the County of Napa to provide recreational and commercial services to the public at Lake
Berryessa. Administrative duties concerning recreational development at Lake Berryessa
were later assumed by the United States Department of the Interior, Bureau of
Reclamation, in 1975. During this time, the resort’s water treatment facilities had proven
inadequate to meet growing system demands. To this end, the resort sought and reached

*! Revenue generated from the sale of general obligation bonds was also used to purchase sewer facilities owned by the Spanish Flat
Resort, Inc., the previous sewer provider for the area.
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agreement to connect to the District’s distribution system for the purpose of receiving
potable water supplies.>

In 1977, SFWD annexed a non-contiguous residential subdivision north of the Spanish
Flat service area known as “Berryessa Pines.” The annexation was petitioned by property
owners in order for the District to assume water and sewer service responsibilities from
the prior service provider, the Berryessa Water Company. Water supplies for the
approximate 32-acre subdivision, which was developed in 1959, were drawn from local
water sources consisting of two wells and five springs. By the mid-1970s, water
shortages occurred within the subdivision during summer months as demands outpaced
available supplies. To abate further water shortages, a moratorium on water service
connections was issued by the Napa County Department of Public Health. This
moratorium restricted development within the planned 99-lot subdivision by limiting the
number of permitted water service connections to 50, pending the development of an
adequate water supply. A temporary transmission line was also constructed to obtain
emergency water supplies from the nearby Rancho Monticello Resort. Upon its
annexation and acquisition of existing facilities at Berryessa Pines, the District authorized
an independent engineering report to evaluate needed capital improvements. An
assessment district was later established to finance water and wastewater improvements
for Berryessa Pines as recommend in the engineering report. Notable capital
improvements included improvements to an existing filtration plant and an intake system
to Lake Berryessa.

In 1997, SFWD authorized an outside consultant to perform an evaluation of its water
treatment and storage facilities. The study was in response to an earlier notice by the
California Department of Health Services for the District to make improvements to the
water treatment plants serving the Spanish Flat and Berryessa Pines service areas.
Notably, the notice stated that improvements were needed for both plants to comply with
filtration and disinfection standards under California’s Surface Water Treatment Rule. In
addition to recommending the construction of new water treatment plants, the study
recommended replacing an existing 12,000 gallon storage tank with a 100,000 storage
tank and installing new liners for three storage tanks in the Spanish Flat service area.

SFWD is currently in the process of fulfilling the terms and conditions on two grants
awarded by the State of California for the construction of new water treatment plants for
the Berryessa Pines and Spanish Flat service areas.>® Distribution of both grants, which
represent 80 percent of the anticipated construction costs for each plant, is contingent on
the District securing funding for the remaining 20 percent. To meet these terms and
conditions, the District has scheduled an election in February 2005 for the establishment
of assessment districts for both service areas.”

52 The Spanish Flat Resort’s potable water distribution system remains independent from SFWD.

% 2004, SFWD prepared an initial study and a mitigated negative declaration for the construction of a new water treatment plant
for the Spanish Flat service area. A categorical exemption for the construction of a new water treatment plant for the Berryessa
Pines service area was also issued by the District.

> Construction of new water treatment plants for the Spanish Flat and Berryessa Pines service areas is anticipated to cost
approximately $496,000 and $1,000,000 respectively.
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GOVERNANCE

SFWD was organized under the California Water District Law, Division 13 of the
California Water Code. The District’s governing body is comprised of an elected five-
member board of directors who serve staggered four-year terms. In order to serve, a
board member must be a landowner, legal representative, or a designated representative
of land within the District. Elections are based on the landowner-voter system, which
allows each landowner one vote for each dollar that his or her property is assessed (based
on last assessment roll). In addition to electing a president, the board is required to
appoint a secretary whose responsibilities include keeping records of all board
proceedings. Services can be financed through water and sewer usage and standby
charges, the sale of power to a public utility or agency, the lease or sale of surplus water,
assessments, and general obligation and revenue bonds.

SFWD’s board meetings are conducted on the second Thursday of every month at its
administration office and are open to the public. Board members serve on a volunteer
basis and are not compensated. Pursuant to the California Water District Law (Water
Code 34000 et. seq.), the District is authorized to provide the following municipal
services:

e The production, storage, and transmission of water for irrigation, domestic,
industrial, and municipal purposes and/or any associated reclamation works (WC
835401)

e The acquisition, construction, and operation of facilities for the collection,
treatment, and disposal of sewage, waste, and storm water (WC §35550)

e The construction, operation, and/or maintenance of facilities for the generation of
hydroelectric power (WC 835570)

SFWD provides only the first two services listed above.

OPERATIONS

SFWD employs one full-time operator-in-training who oversees and operates the
District’s potable water and sewer systems. The operator-in-training is a resident of the
District and works under the direction of two licensed operators. Both licensed operators
are residents of the District and work as needed. The operator-in-training is on call 24
hours a day, seven days a week, to respond to reported emergencies. Customer inquiries,
including billing and service request, are directed to the District’s administration/field
office. The office is located next to the Spanish Flat’s sewer treatment facility. The
District also employs a full-time maintenance employee and a part-time administrator.
The administrator’s responsibilities include acting as district secretary and interacting on
behalf of the board with local government agencies.
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ADOPTED BOUNDARIES

SFWD’s adopted service area is comprised of four non-contiguous, unincorporated areas
consisting of approximately 1,178 acres. The District’s adopted sphere of influence
includes all land located within its jurisdictional boundary. The District is under the land
use authority of the County of Napa. Land located within the District’s adopted sphere of
influence is designated under the County’s General Plan as “Agriculture, Watershed and
Open Space” and “Rural Residential.” Zoning for this area is comprised of five
standards:  “Agricultural  Watershed,” “Commercial Limited,” “Commercial
Neighborhood,” “Marine Commercial,” and “Residential Single: B-1.” Minimum parcel
sizes for these zoning standards range from 8,000 square feet (Residential Single) to 160
acres (Agricultural Watershed).

SFWD — Adopted Boundaries
District Boundary: 1,178 acres *
Sphere of Influence Boundary: 1,325 acres *

* Figures are approximations calculated using information generated by LAFCO and
the County of Napa’s geographic information systems.

WATER SUPPLY

SFWD’s water supply is drawn from Lake Berryessa.® The District’s right to draw
water from Lake Berryessa is secured through a 1999 agreement with the Napa County
Flood Control and Water Conservation District (NCFCWCD). NCFCWCD presently
administers an agreement with the United States Department of the Interior, Bureau of
Reclamation, for an annual water entitlement of 1,500 acre-feet from Lake Berryessa. In
turn, NCFCWCD subcontracts this entitlement to several property owners in the Lake
Berryessa area along with three special districts, including SFWD. As a subcontractor to
NCFCWD, the District is annually entitled to 200 acre-feet of water from Lake Berryessa
through 2024. This entitlement serves the District’s two service areas: Spanish Flat and
Berryessa Pines.

SFWD - Available Water Supply (acre-feet)
Solano Project: | 200 (annual entitlement) *

> Lake Berryessa was developed by the United States Department of the Interior, Bureau of Reclamation, as part of its Solano
Project. The Solano Project originally intended to provide Napa, Yolo, and Solano Counties with a reliable source of water for
agricultural and domestic uses. After concluding that the Berryessa Valley would be an ideal location for the creation of a water
reservoir by damming Putah Creek, the Bureau of Reclamation approached all three counties about participating in a joint project.
However, both Napa and Yolo decided against participating in the project, leaving Solano County as the sole participant. The
Monticello Dam was completed in 1957, and the formation of Lake Berryessa was finished by 1964. Based on its participation,
Solano County maintains the majority of water rights to Lake Berryessa. Lake Berryessa has an approximate storage capacity of
1.6 million acre-feet.
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* Pursuant to its agreement with NCFCWCD, the District may request an increase to its
annual entitlement of up to 20 percent, or 40 acre-feet. This annual entitlement
continues through 2024.

WATER DEMAND

Spanish Flat — Service Area:

In 2002, SFWD delivered approximately 32,400,000 gallons (99 acre-feet) of potable
water to the Spanish Flat service area. This amount results in an approximate daily
average of 88,767 gallons. The service area’s maximum day water demand was
approximately 179,000 gallons. The District currently provides water service to 46
service connections in the Spanish Flat service area. Of this amount, 31 connections are
residential, while 15 connections are commercial (note: one commercial connection
provides water service to the 48-space Spanish Flat Mobile Villa>®, while three
commercial connections provide water service to the Spanish Flat Resort).*’

Spanish Flat Service Area — 2002 Water Demand
Annual Water Demand: 32,400,000 gallons
Average Water Demand: 88,767 gallons
Maximum Day Water Demand: | 179,000 gallons *
Water Connections: 46

Population Served: 871 **

* Title 22 of the California Code of Regulations requires that sufficient water be
available from the water sources and distribution reservoirs to adequately and
dependably meet the requirements of all users under maximum demand conditions.

** Calculated in accordance with Title 22 of the California Code of Regulations
864412(a)(3). Estimate based on the total number of equivalent dwelling units
(EDU) and multiplied by a service factor of 2.8. EDU assignments for the District
include 31 for single-family residences, 11 for commercial establishments, 48 for the
Spanish Flat Mobile Villa, and 221 for the Spanish Flat Resort.

Projected water demands for the Spanish Flat service area are not available.

% The Spanish Flat Mobile Villa provides rental spaces for 48 trailer homes.

" The Spanish Flat Resort is one of seven concessionary resorts under contract with the United States Department of the Interior,
Bureau of Reclamation, to provide recreational and commercial services to the public at Lake Berryessa. Notably, the resort rents
180 recreational home spaces to seasonal residents. Recreational home tenants are allowed to live at the resort for up to 180 days a
year (no more than 90 consecutive days). The resort is open year-round with peak services between May and September. The
resort’s daytime population during this period averages 2,000. Recreational home spaces are secured through one-year leases.

104



WATER SERVICE STUDY LAFCO OF NAPA COUNTY

Berryessa Pines — Service Area:

In 2002, SFWD delivered approximately 10,800,000 gallons (33 acre-feet) of potable
water to the Berryessa Pines’ service area. This amount results in a daily average of
29,589 gallons. The service area’s maximum day water demand was 97,000 gallons.
The District currently provides water service to 73 service connections in the Berryessa
Pines’ service area. All 73 connections are located within the Berryessa Pines
subdivision and serve single-family residences.

Berryessa Pines Service Area — 2002 Water Demand
Annual Water Demand: 10,800,000 gallons
Average Water Demand: 29,589 gallons
Maximum Day Water Demand: | 97,000 gallons *
Water Connections: 73

Population Served: 241 **

* Title 22 of the California Code of Regulations requires that sufficient water must be
available from the water sources and distribution reservoirs to adequately meet the
requirements off all users under maximum demand conditions.

** Calculated in accordance with Title 22 of the California Code of Regulations
864412(a)(2). Estimate based on the total number of service connections and
multiplied by a service factor of 3.3.

Projected water demands for the Berryessa Pines service area are not available.

WATER TREATMENT FACILITIES

Spanish Flat Water Treatment Facility:

SFWD provides treatment of raw water generated from Lake Berryessa for the Spanish
Flat service area at the Spanish Flat Water Treatment Plant (WTP). The Spanish Flat
WTP filters and disinfects raw water generated from an intake system at Lake Berryessa
before entering the distribution system. The treatment process begins as raw water is
captured by the intake system, which is powered by two submersible pumps, and
conveyed to the Spanish Flat WTP. Polymer (coagulant) and chlorine (disinfectant) are
added and mixed as the raw water is cycled through a pressurized sand filter. Solids are
separated and suspended from the treatment process in the filter tank and ultimately
discharged into an adjacent sludge pond. After completing its detention time in the filter,
the water is placed inside a clearwell tank. The clearwell tank completes the disinfection
process by allowing the water to complete its necessary contact time with the chlorine.
Finished water remains in the clearwell tank until storage levels within the distribution
system require recharge. The Spanish Flat WTP has a rated treatment capacity of 152
gallons per minute. However, the District estimates that the actual treatment capacity of
the Spanish Flat WTP is approximately 100 gallons per minute, resulting in a daily
treatment capacity of 144,000 gallons.
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Spanish Flat Water Treatment Facility

Water Source: Solano Project (Lake Berryessa)

Treatment Capacity: 100 gallons per minute; or
144,000 gallons per day

Clearwell Tank Capacity: 5,234 gallons *

* Estimate includes storage capacity of transmission line.

Berryessa Pines Water Treatment Facility:

SFWD provides treatment of raw water generated from Lake Berryessa for the Berryessa
Pines service area at the Berryessa Pines Water Treatment Plant (WTP). The Berryessa
Pines WTP filters and disinfects raw water generated from an intake system at Lake
Berryessa before entering the distribution system. The treatment process begins as raw
water is captured and conveyed by an intake system to the Berryessa WTP. Raw water is
injected with polymer (coagulant) and chlorine (disinfectant) before being cycled through
a pressurized sand filter. Solids are separated and suspended from the treatment process
in the filter tank and ultimately discharged into an adjacent sludge pond. After
completing its detention time in the filter, the water is placed inside a clearwell tank. The
clearwell tank completes the disinfection process by allowing the water to complete its
necessary contact time with the chlorine. Finished water remains in the clearwell tank
until storage levels within the distribution system require recharge. The Berryessa Pines
WTP typically runs at 100 gallons per minute during the summer months to meet system
demands. Actual rated treatment capacity is not available.

Berryessa Pines Water Treatment Facility

Water Source: Solano Project (Lake Berryessa)

Treatment Capacity: 100 gallons per minute; or
144,000 gallons per day

Clearwell Tank Capacity: 1,778 gallons

DISTRIBUTION SYSTEM AND STORAGE FACILITIES

Spanish Flat — Water Distribution System:

The Spanish Flat’s water distribution system receives and distributes treated water
generated from the Spanish Flat WTP. The distribution system includes a network of six
and eight inch water lines. The Spanish Flat service area includes the Spanish Flat
Woodlands subdivision, Spanish Flat Village Center, Monticello Public Cemetery,
Spanish Flat Mobile Villa, and the Spanish Flat Resort. The distribution system overlays
three water pressure zones and is served (recharge and system pressure) by six storage
tanks. Due to the service area’s topography, a pump station is required to lift potable
water from the Spanish Flat WTP’s clearwell tank into the distribution system.
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The distribution system responds to water levels with the system’s initial 24,000 gallon
storage tank (Storage Tank 1). When water levels within Storage Tank 1 fall below a
designated operating level, potable water is discharged from the clearwell tank into the
distribution system. As water enters the distribution system, storage levels within five of
the six storage tanks are recharged. A 12,000 gallon storage tank is located within the
third pressure zone and requires the use of a booster pump station in order to be
recharged. This storage tank currently provides water service to 10 residences located
outside the Spanish Flat Woodlands subdivision. All six storage tanks work in
conjunction with one another to maintain adequate pressure in the system by using
gravity.

Spanish Flat Service Area - Distribution Storage Capacity
Storage Tank 1: 24,000 gallons

Storage Tank 2: 24,000 gallons

Storage Tank 3: 24,000 gallons

Storage Tank 4: 12,000 gallons

Storage Tank 5 24,000 gallons

Storage Tank 6: 24,000 gallons

TOTAL 132,000 gallons*

*  Total does not include storage capacity at the Spanish Flat WTP’s clearwell tank.

Berryessa Pines — Water Distribution System:

The Berryessa Pines’ water distribution system receives and distributes treated water
generated from the Berryessa Pines WTP. The distribution system includes a network of
six, eight, ten, and twelve inch water lines. The Berryessa Pines service area includes the
Berryessa Pines subdivision. The distribution system overlays one water pressure zone
and is served (recharge and system pressure) by a 100,000 storage tank. Due to the
service area’s topography, a pump station is required to lift treated water stored in the
Berryessa Pines WTP’s clearwell tank into the distribution system.

The distribution system responds to water levels in the system’s 100,000 gallon storage
tank. When storage levels within the tank fall below a designated operating level, treated
water is discharged from the clearwell tank into the distribution system. As water enters
the distribution system, water level inside the storage tank are recharged. The storage
tank is located above the distribution system and uses gravity to maintain pressure in the
system.

Berryessa Pines Service Area — Distribution Storage Capacity
Storage Tank 1: 100,000 gallons
TOTAL 100,000 gallons*

* Total does not include storage capacity at the Berryessa Pines WTP’s clearwell tank.
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RATE SCHEDULE

SFWD customers are charged two monthly fees for water service: a usage charge and an
availability charge. Rates for these charges are divided between residential and
commercial customers as well as inside and outside customers.®® Residential and
commercial customers inside the District are charged an identical usage rate based on the
volume of water delivered according to a tiered rate schedule, which is measured in units
of 1,000 gallons. Residential and commercial customers outside the District are charged
a fixed usage rate based on the amount of water delivered, which is also measured in
units of 1,000 gallons. All customers are charged a fixed availability fee based on their
residential or commercial designation. The District also collects a connection fee for
water service in the amount of $4,000.

SFWD - Rate Schedule

Inside Usage Fee
Residential and Commercial: $1.38 for 0 to 6,000 gallons

$1.65 for 6,001 to 12,000 gallons

$1.93 for 12,001 to 18,000 gallons

$2.20 for 18,001 and more gallons

Outside Usage Fee

Residential and Commercial: $2.20 per 1,000 gallons
Inside Residential Availability Fee
Residential: $25.30
Commercial: $55.00
Outside Availability Fee:
Residential: $40.15
Commercial: $70.40
Water Connection Fee: $4,000
FINANCIAL

SFWD has an approved operating budget for 2002-2003 of $177,307. This amount
includes water and sewer operations. Primary expenses include maintenance and
operation costs, payroll, and utilities. The District’s anticipated revenue for 2002-2003 is
$207,917. Revenue sources include usage and availability charges as well as an energy
surcharge.®® The District’s reserve balance as of August 2002 was $52,654.

%8 SFWD does not provide water service outside its jurisdictional boundary. The District does sell water to construction firms at its
“outside” customer rate.

% The energy surcharge is applied to each customer, and presently equals 15 percent of each customer’s monthly water bill. This
surcharge is intended to recover pumping costs and is reviewed by the Board on a quarterly basis.
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WRITTEN DETERMINATIONS

In anticipation of reviewing and updating the Spanish Flat Water District’s sphere of
influence, and based on the above-mentioned information, the following written
determinations were adopted by the Commission to fulfill the requirements of California
Government Code 8§56430.°° When warranted, some determinations include
supplemental information listed in italics to provide context to the underlying service
factor. A review of the District’s sphere of influence will be included as part of a future
study.

Infrastructure Needs or Deficiencies:

1. Through its contractual agreement with the Napa County Flood Control and
Water Conservation District, the Spanish Flat Water District imports an adequate
supply of water to meet existing system demands for its two service areas under
normal conditions. It is anticipated that this supply is sufficient to meet future
system demands under normal conditions within the timeframe of this study.

2. The Spanish Flat Water District should continue to pursue opportunities to
increase and enhance its available water supply by developing a water
conservation program. A water conservation program, which should encompass a
variety of measures to remind constituents of the importance of conservation, will
reduce system demands and help to ensure an adequate water supply during
periods of below normal and dry year conditions.

3. The ability of the Spanish Flat Water District to address infrastructure needs or
deficiencies in a timely manner is constrained by its financial resources relative to
the cost of service.

4. The Spanish Flat Water District’s maximum day water demand is an important
component in evaluating its current and future service capacities.

Title 22 of the California Code of Regulations requires all public water
service providers ensure sufficient water be available from their supply,
treatment, and storage facilities to adequately and dependably meet the
requirements of all users under maximum demand conditions before
permitting additional connections.

5. The Spanish Flat Water District requires improvements to its water treatment
plant to independently meet maximum day water demands for its Spanish Flat
service area. This results in a increased dependence on stored reserves to help
meet maximum day demands that are equal or exceed the capacity of its water
treatment plant.

80 | AFCO Resolution No. 04-24, adopted October 14, 2004.
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Spanish Flat Water District’s maximum day water demand for its Spanish
Flat service area in 2002 was 179,000 gallons, while its treatment plant’s
daily capacity is 144,000 gallons.
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6.

10.

The Spanish Flat Water District has adequate water treatment capacity to
independently meet existing maximum day water demands for its Berryessa Pines
service area. It is anticipated that this capacity is sufficient to meet future
maximum day water demands within the timeframe of this study.

Spanish Flat Water District’s maximum day water demand for its Berryessa
Pines service area in 2002 was 97,000 gallons, while its treatment plant’s daily
capacity is 144,000 gallons.

The Spanish Flat Water District requires improvements to its treated water storage
facilities to independently meet maximum day water demands for its Spanish Flat
service area. Additional storage capacity is needed to help ensure adequate
reserves are available during an emergency or interruption in service.

Spanish Flat Water District’s maximum day water demand for its Spanish
Flat service area in 2002 was 179,000 gallons, while its treated water storage
capacity is 132,000 gallons.

The Spanish Flat Water District requires improvements to its treated water storage
facilities to independently meet maximum day water demands for its Berryessa
Pines service area. Additional storage capacity is needed to help ensure adequate
reserves are available during an emergency or interruption in service.

Spanish Flat Water District’s maximum day water demand for its Berryessa
Pines service area in 2002 was 97,000 gallons, while its treated water storage
capacity is 100,000 gallons.

Central components of the Spanish Flat Water District’s water system, including
its treatment plant and storage tanks, have been in operation since the 1960s. As a
result, the water system requires a higher level of maintenance, resulting in
additional costs with respect to repairs and staff time.

The Spanish Flat Water District requires a comprehensive facilities plan regarding
its water service operations. This plan should evaluate existing water system
facilities, project future water demands, and offer recommendations with respect
to immediate and long-term capital improvements that are consistent with the
service needs of the community.

Growth and Population Projections:

1.

The Spanish Flat Water District is under the land use authority of the County of
Napa. Within its jurisdictional boundary, there are several zoning standards that
allow for additional commercial and residential development to occur within the
District. These zoning standards, which reflect the original development plans for
the community, currently accommodate two partially developed residential
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subdivisions, several low density commercial sites, and a number of vacant
parcels. Based on past market demand and present land use policies, little or no
development is expected to occur within the District within the timeframe of this
study.

2. In 2004, Napa County issued a draft update to its General Plan Housing Element.
The draft update identifies potential development sites for affordable housing
projects in unincorporated areas of the County, including parcels located within
the jurisdictional boundary of the Spanish Flat Water District. If realized, the
affordable housing projects identified in the draft update for the Spanish Flat area
would result in a significant increase in service population for the District.

The draft update anticipates that the Spanish Flat area could accommodate
up to 110 new residential units, ranging from manufactured single-family
residences to apartment complexes. To facilitate these development projects,
the draft update proposes that the Board of Supervisors adopt a ““Affordable
Housing Overlay Zone™ for the affected parcels.

3. Land located outside of the Spanish Flat Water District’s jurisdictional boundary
is designated under the County of Napa General Plan as “Agriculture, Watershed,
Open Space.” This land use designation discourages the Commission from
approving annexation proposals to the District based on its policy to direct the
extension of municipal services away from land designated for agriculture unless
it is in response to a health or public safety concern.

4. The calculation formula codified in Title 22 of the California Code of Regulations
864412(a)(3) is an appropriate method in estimating the total population served
by Spanish Flat Water District’s water service system within its Spanish Flat
service area. The population served by the District’s water system based on this
calculation method is 871.

5. The calculation formula codified in Title 22 of the California Code of Regulations
864412(a)(2) is an appropriate method in estimating the total population served
by Spanish Flat Water District’s water service system within its Berryessa Pines
service area. The population served by the District’s water system based on this
calculation method is 241.

Financing Constraints and Opportunities:

1. The Spanish Flat Water District’s water supply agreement with the Napa County
Flood Control and Water Conservation District provides the District with a
reliable source of water at a cost below market value. This agreement enables the
District to establish and maintain a revenue stream based on its water supply that
exceeds its cost of purchase, which helps to finance other operational and
maintenance services.
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The Spanish Flat Water District currently pays the Napa County Flood
Control and Water Conservation District $20 per acre foot (325,900 gallons),
while charging residential customers a tiered usage rate starting at $1.38 per
1,000 gallons. This results in a cost-to-revenue of $20 to $707 for each acre-
foot (note: this does not take into account pumping, treatment, storage, and
distribution costs).

2. Approximately one-fourth of the Spanish Flat Water District’s annual revenue is
generated from water service charges to the Spanish Flat Resort, which is under
contract with the federal government to provide visitor services at Lake
Berryessa. The federal government is presently evaluating redevelopment
opportunities at Lake Berryessa, which may result in significant operating
changes for the Spanish Flat Resort at the conclusion of its contract in 2008. As a
result, pending a final determination by the federal government concerning future
visitor services at Lake Berryessa, the District is subject to a significant loss in
annual revenues within the timeframe of this study.

3. The Spanish Flat Water District’s connection fee for water service is low relative
to the connection fee adopted by other public water service providers in Napa
County. The District should consider increasing its connection fee to help cover
the cost of capital improvements needed to serve existing and future development
within its jurisdictional boundary.

4. The Spanish Flat Water District’s connection fee serves as a buy-in charge for
new development within its jurisdictional boundary. This is an appropriate and
equitable approach to ensuring that new development pays a fair share of past and
future expense relating to the development and maintenance of the water system.

5. The ability of the Spanish Flat Water District to generate sufficient revenues has
been hampered by unfulfilled development plans within its jurisdictional
boundary. As a result, service costs for the District is spread out among fewer
ratepayers, resulting in under funded operations and dependency on outside
assistance to finance capital improvements.

6. The Spanish Flat Water District has been successful in securing grant funding
from the State of California to help finance the construction of new water
treatment plants for the Spanish Flat and Berryessa Pines service areas. The
District should continue its efforts to secure grant funding through various
programs administered by the California Department of Water Resources,
including the Water Security, Clean Drinking Water, Coastal and Beach
Protection Act of 2002. These continued efforts will help the District fund needed
capital improvements, such as expanding storage capacities, without depleting its
cash reserves.
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Cost Avoidance Opportunities:

1. The Spanish Flat Water District would benefit from a regional study evaluating
whether cost avoidance opportunities are available with respect to joint agency
practices with other special districts serving the Lake Berryessa area. Notably, a
regional study may identify opportunities for the District to realize savings
relating to infrastructure and equipment purchases, engineering services, and
administrative costs.

Opportunities for Rate Restructuring:

1. The Spanish Flat Water District’s water rates are among the lowest of all public
water service providers in Napa County. To enhance its revenue stream, the
District should consider increasing its water rates to be more reflective of the
actual costs of providing water service along with capturing reserve funding.

2. The Spanish Flat Water District currently operates with limited cash reserves to
help finance special projects or emergency improvements. This increases the
District’s dependency on outside financing to fund capital improvements or
sustain operations in the event of an emergency. It is imperative that the District
build-up its cash reserves to maintain the solvency of its water service operations.

As of August 2002, the Spanish Flat Water District maintained a cash reserve
balance of $52,654.

3. It is appropriate for the Spanish Flat Water District to amend its water rates to be
more reflective of the actual costs of providing water service. An increase in rates
would provide the District with additional revenue needed to finance capital
improvements and help to build up its cash reserves.

4. The Spanish Flat Water District’s tiered water usage rate schedule assists the
District in recovering costs of providing service to high-use customers, while
encouraging water conservation by providing a financial incentive to conserve.

Opportunities for Shared Facilities:

1. The Spanish Flat Water District should explore opportunities to share costs with
the Lake Berryessa Resort Improvement District and the Napa-Berryessa Resort
Improvement District based on their proximity and similar service area
characteristics.
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Government Structure Options:

1. The Spanish Flat Water District is the only public agency providing water service
within its jurisdictional boundary. There are two other public agencies
empowered to provide water service whose jurisdictions overlap that of the
District: the Napa County Flood Control and Water Conservation District and
Napa County Resource Conservation District. Both of these agencies have
elected not to offer water service, and have expressed no intentions of doing so in
the foreseeable future.

2. The Spanish Flat Water District has been successful in achieving its original
service objective to provide water and sewer service to the Spanish Flat area.
However, due to its financial constraints, it is unclear whether the District under
its present organization can continue to effectively meet the service needs of the
community.

3. Preliminary analysis suggests that there may be advantages to pursuing a change
in organization for the Spanish Flat Water District, and that consolidation with the
Lake Berryessa Resort Improvement District and the Napa-Berryessa Resort
Improvement District may be appropriate. Notably, reorganization of these
districts may establish economies of scale necessary to enhance operational and
service levels within their respective jurisdictional boundaries and help to
formalize service provision in the Lake Berryessa area.

4. Pursuant to California Government Code 856378, LAFCO should conduct a
governance study to evaluate the merits of reorganizing the Spanish Flat Water
District, Lake Berryessa Resort Improvement District, and the Napa-Berryessa
Resort Improvement District.  This study should be completed prior to the next
scheduled service review of the District.

Evaluation of Management Efficiencies:

1. The Spanish Flat Water District provides an annual summary of past and
projected revenues and expenditures relating to its water service operations as part
of its annual budget. The budget is adopted following a publicly noticed board
meeting in which members of the public are allowed to comment and offer
suggestions with respect to expenditures relating to water service. In addition to
enhancing the accountability of elected representatives, the budget process
provides a clear directive towards staff with respect to prioritizing district
resources.
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Local Accountability and Governance:

1.

The Spanish Flat Water District’s board meetings are conducted once a month and
are open to the public. Public inquiries involving water service operations can be
addressed to the Board at this time. Regularly scheduled board meetings provide
an opportunity for District constituents to ask questions of their elected
representatives, while helping to ensure that service information is being
effectively communicated to the public.

The Spanish Flat Water District’s governing body is comprised of five directors
serving elected four-year terms. The ability of the District to continually maintain
a full board roster has helped establish continuity with respect to policies and
procedures along with fostering local accountability within the community.

The Spanish Flat Water District makes reasonable efforts to maintain public
dialogue with its constituents regarding its water service operations. These efforts
facilitate local accountability and contribute towards public involvement in local
governance.

The Spanish Flat Water District provides water service to two distinct service
areas, Spanish Flat and Berryessa Pines. The District should continue to pursue
opportunities to engage the public within both communities with respect to
identifying and meeting their respective service needs.

The Spanish Flat Water District should closely monitor and participate in the
review of the draft update to Napa County’s General Plan Housing Element. This
update, which may facilitate the creation of up to 110 new residential units within
the District’s jurisdictional boundary, could have significant impacts on its service
operations and may amend the service needs of the community.

The Spanish Flat Water District should closely monitor the plans of the United
States Department of the Interior, Bureau of Reclamation, with respect to long-
term visitor uses at Lake Berryessa. This will help prepare the District for
possible operational changes at the Spanish Flat Resort, which may require the
development of an alternative service plan to account for a diminished revenue
stream.

The Spanish Flat Water District’s water service operations are maintained and
managed by a responsive and courteous staff. These characteristics enhance
accountability and cultivate desirable working relationships with members of the
public as well as other agencies.
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CITY OF AMERICAN CANYON

OVERVIEW

At the end of the 19™ Century, the emergence of agriculture and cattle grazing at the
southern end of Napa County led to the development of a small rural community, known
originally as “Napa Junction.” The community’s original name reflected its relationship
with the railroad system; the community served as a crossing for railroad lines traveling
to and from Napa County. Over time, the community’s name was changed to American
Canyon. Augustus Watson’s discovery in the early 1900s of clay and limestone
underlaying portions of American Canyon led to the community’s first industrial
enterprise, the Standard Portland Cement Company.

By the end of the 1950s, American Canyon had steadily grown to a population of
approximately 1,000. In 1961, to meet the needs of this growing community, the
American Canyon County Water District (ACCWD) was formed to provide wastewater
and potable water services. The District initiated wastewater services in 1965 after
completing construction on a sewage and collection system as well as purchasing the
Rancho Del Mar Sanitary Corporation. That same year, District voters authorized the
sale of $370,000 in revenue bonds to facilitate the purchase of the California-Pacific
Utilities Company — Napa Junction Water System (potable water purveyor for the
affected area).®

In 1966, in anticipation of purchasing the California-Pacific Utilities Company — Napa
Junction Water System, ACCWD entered into a water supply agreement with the Napa
County Flood Control and Water Conservation District (NCFCWCD). In addition to
providing ACCWD with an annual entitlement through 2035 of water drawn from the
State Water Project (SWP), the agreement was the first legal document delineating an
exclusive service area for the District. The agreement defines the District’s service area
as Soscol Creek to the north, Solano County to the east and south, and the Napa River to
the west. Pursuant to this agreement, no other agency under contract with NCFCWCD is
permitted to provide water service within the District’s service area. The District’s
purchase of the utility company was finalized in 1967.

To secure access to its newfound water supply, ACCWD reached a 20-year water supply
agreement with the City of Napa in 1967. The water supply agreement enabled the
District to begin receiving its SWP entitlement through an interconnection with Napa’s
distribution system. As a result, the District was able to begin accessing its SWP
entitlement without having to construct its own treatment and transmission system
connecting to the Napa Turnout Reservoir.® To facilitate delivery, the District turned
over its SWP entitlement to Napa in exchange for an equivalent amount of water drawn
from one of Napa’s three water supplies: SWP, Lake Hennessey, and Milliken Reservoir.

81 Water supplied by the California-Pacific Utilities Company was generated from a water supply agreement with the City of Napa.

82 The Napa Turnout Reservoir is a 7.0 million gallon storage reservoir that is operated by the California Department of Water
Resources and connects to the North Bay Aqueduct.
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In exchange, the District paid Napa a calculated fee based on the amount of water
delivered. In 1987, the agreement was extended for an additional 10 years before finally
expiring in 1997.%

The addition of SWP water facilitated growth in American Canyon. From the early
1950s to early 1970s, American Canyon’s population more than tripled to approximately
3,800. At the same time, however, the water distribution system purchased from
California-Pacific Utilities Company proved inadequate to meet system demands.
Specifically, the distribution system was undersized and had begun to deteriorate. As a
result, the system began experiencing negative pressure and water losses. Moreover, the
system was without storage facilities, leaving it vulnerable to water outages during peak
demand periods. To finance a new water system, the District secured a $2,050,000 low-
interest loan from the California Department of Water Resources in 1973. A major
component of the new water system included a water treatment plant located in Jameson
Canyon next to the Napa Turnout Reservoir. Other key components of the new water
system included new distribution and transmission systems, as well as a 2.0 million
gallon storage tank on Oat Hill. Collectively, the new water system enabled the District
to begin accessing its SWP entitlement without the assistance of Napa.

Following the completion of ACCWD’s new water system in 1976, development within
American Canyon continued to gain momentum. By 1981, American Canyon’s
population was estimated at 5,800. During this time, public support for incorporating
American Canyon materialized, resulting in a ballot measure in November 1981.
Although the 1981 ballot measure failed, cityhood was revisited and approved by voters
in November 1991, allowing the community to incorporate as the City of American
Canyon in 1992. As part of LAFCQO’s terms and conditions for incorporation, ACCWD
was merged into the new City. To this end, all improvements, powers, rights, contracts,
and duties of the District were turned over to the City.

In 1996, to protect against shortages of SWP water, and to ensure a steady supply during
periods of peak demands, American Canyon entered into a water supply agreement with
the City of Vallejo. The agreement entitles American Canyon to a maximum daily
capacity of 1.0 million gallons of potable water, resulting in monthly and annual
entitlement capacities of 57.14 acre-feet and 628.6 acre-feet respectively. In exchange,
American Canyon paid Vallejo a 1.4 million dollar connection fee in addition to agreeing
to pay monthly service and volume charges. American Canyon also agreed to be
responsible for the cost associated with the construction of transmission and metering
facilities necessary to connect the two cities’ distribution systems. American Canyon is
also credited with a nominal reduction in its monthly volume charge for each acre-foot of
raw water drawn from its SWP entitlement and supplied to Vallejo. This water is treated
and delivered back to American Canyon and subject to the same terms and conditions as
water that is drawn from Vallejo’s own potable water supply. Significantly, the
agreement includes a provision enabling American Canyon to increase its maximum day
capacity over the course of designated time periods. These time periods include specified
capacity option increases available to American Canyon through five planning periods:

83 American Canyon maintains an informal agreement with Napa to purchase potable water.
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1996-2001; 2002-2006; 2007-2011; 2012-2016; and 2017-2021. Collectively, the time
periods covering 2002 through 2021 provide American Canyon the option to increase its
maximum daily entitlement capacity up to 5.1 million gallons (this includes the City’s
base capacity of 1.0 million gallons) for drought protection purposes.®® The agreement
is in effect until mutually terminated.

In 1998, to help defray the costs incurred following its water supply agreement with the
City of Vallejo, American Canyon entered into a water transfer agreement with the City
of Calistoga. As part of a three-way agreement involving Vallejo, American Canyon
agreed to permanently transfer 500 acre-feet of its annual SWP entitlement to Calistoga.
In exchange, Calistoga paid American Canyon a one-time compensation fee of $500,000
and reimbursed Vallejo $114,000 for the construction costs associated with connecting
American Canyon and Vallejo’s distribution systems. Later that year, American Canyon
recovered the sale of its SWP entitlement to Calistoga following an addendum to its 1996
water supply agreement with Vallejo. This addendum provides American Canyon with
annual entitlement to 500 acre-feet of “permit water” drawn from Vallejo’s water rights
to Lindsey Slough (component of the Sacramento-San Joaquin Delta).

To further help defray the costs associated with its water supply agreement with Vallejo,
American Canyon reached a water transfer agreement with the Town of Yountville in
2000. This agreement provides for the permanent transfer of 250 acre-feet of American
Canyon’s SWP entitlement to Yountville in exchange for cash compensation and rights to
future pipeline capacity to the North Bay Aqueduct. The agreement, however, does not
become effective until specified conditions are satisfied, including the certification of
adequate CEQA documents. To this end, an interim agreement was reached allowing
Yountville to annually receive 250 acre-feet until the permanent agreement becomes
effective. Analogous to its agreement with Calistoga, American Canyon maintains an
addendum to its water supply agreement with Vallejo to purchase an equivalent amount
of permit water from Vallejo in the event Yountville exercises its right to purchase water
from the City.%

American Canyon’s water supply was augmented once again in 2000 following its
participation in a water transfer agreement between NCFCWCD and the Kern County
Water Agency (KCWA). Negotiated on behalf of the five cities in Napa County, the
agreement specified the terms and conditions for NCFCWCD to permanently purchase
4,025 acre-feet of annual SWP entitlement from KCWA. As a participant, American
Canyon’s share of the Kern County water transfer is 500 acre-feet.

8 The agreement includes a provision that American Canyon’s decision not to purchase additional capacity within an applicable time
period relieves Vallejo from having to reserve such capacity for the City. American Canyon’s decision not to purchase the
additional capacity reserved during the 1996-2001 time period relieves Vallejo from having to reserve 1.15 million gallons of the
6.25 million gallons of maximum daily capacity originally offered to the City. As a result, the maximum daily capacity available to
American Canyon over the next four time periods in which Vallejo is obligated to reserve is 5.1 million gallons. This amount
equates to monthly and annual entitlement capacities of 291.414 and 3,205.86 acre-feet.

85 As of March 2003, Yountville has not required the use of the interim agreement, but remains available for drought protection.
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In 2002, American Canyon authorized an outside consultant to conduct an update of its
Water Master Plan (1996). The update includes a review of the existing water system
and recommendations on immediate and long-term capital improvements. Specifically,
the update recommends a two-phase capital improvement program addressing current and
future system requirements. The first phase, covering current system requirements
through 2006, recommends several pipeline replacement projects as well increasing the
City’s water treatment and storage capacities. Most notably, the first phase proposes that
the City more than triple the current day treatment capacity at the American Canyon
WTP from 2.6 to 8.6 million gallons. Other recommended improvements include
constructing a 2.6 million gallon storage tank on the northeast side of the City and a 2.0
million gallon storage tank to serve the La Vigne subdivision. The second phase,
covering system needs from 2006 through build-out®®, proposes additional pipeline
replacement projects and a second 2.6 million gallon storage tank in the northeast side of
the City. In all, the update proposes a total of 18 capital improvement projects at an
estimated cost of $18,060,000. Of this amount, approximately 8.5 million dollars is
planned for the expansion of the American Canyon WTP.

In addition to offering potable water service, American Canyon intends to alleviate potable
water demands within its service area by providing reclaimed water to current potable water
customers. The City’s plans for reclamation were originally developed in 1997 as part of its
Wastewater Treatment and Reclamation Project Report. In 2002, after several years of
sending wastewater to the Napa Sanitation District, the City completed construction on a new
wastewater treatment plant. The treatment capacity of the plant is 2.57 million gallons a
day and is equipped with filtering and treatment facilities necessary to produce tertiary
water (unrestricted recycled water). The City’s reclamation program is scheduled to be
implemented in phases, beginning with “Phase One.” Phase One is slated to begin at the end
of 2003 with services being provided to Green Island Vineyards followed by Hess Collection
Wineries. Phase One will also include extending reclamation services to American Canyon
Community Park, Donaldson Way School, and Napa Junction School. “Phase Two” will
continue the expansion of reclaimed water service to current potable water customers within
the City’s service area, including agricultural users, schools, and public parks. Phase Two is
scheduled to be completed by the end of 2006. American Canyon anticipates implementation
of both phases resulting in the annual savings of over 1,000 acre-feet of potable water;
potable water conserved by reclamation will then be available and added to the City’s potable
water supply.

GOVERNANCE

American Canyon was incorporated in 1992 as a general-law city. The City’s governing
body is comprised of a five-member city council. The City Council appoints from its
ranks a mayor and vice-mayor for one-year terms. Councilmembers serve staggered
four-year terms and are elected by general vote. A city manager is appointed to oversee
and implement policies on behalf of American Canyon’s governing body and to provide
administration of the City’s five departments: administration, community services,

% American Canyon estimates its build-out population at 18,000.
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finance, planning, and public works. In 1994, the City Council adopted the City’s first
general plan. The general plan outlines land use and development policies for the City
through 2010. Currently, American Canyon’s City Council meetings are conducted on
the first and third Thursday of each month at the City’s Recreation Center. Meetings are
open to the public.

OPERATIONS

American Canyon’s water system is maintained and operated by the City’s Public Works
Department, Water Service Division. Typically, a public works director is appointed by
the city manager whose duties include overseeing and managing American Canyon’s
water system division. However, due to the recent departure of its public works director,
American Canyon has entered into a one-year contract with Coastland Civil Engineering,
Inc. to oversee the public works department. The water division is comprised of three
sections: treatment, distribution, and billing & collections. As of February 2003, the
division consisted of 14 employees.

ADOPTED BOUNDARIES

American Canyon’s incorporated boundary is comprised of two non-contiguous areas
consisting of 2,672 acres.  Pursuant to its water supply agreement with NCFCWCD,
American Canyon’s service area is defined as Soscol Creek to the north, Solano County
to the east and south, and the Napa River to the west. As part of this agreement, no other
agency under contract with NCFCWCD is permitted to provide water service within this
area. Land use designations for American Canyon are defined in the City’s General Plan.

American Canyon — Adopted Boundaries
Incorporated Boundary: 2,672 acres *
Sphere of Influence Boundary: 2,691 acres *

* Figures are approximations calculated using information generated by LAFCO and
the County of Napa’s geographic information systems.

WATER SUPPLY

American Canyon’s water supply is based on contracted entitlements drawn from two
outside sources: the SWP and the City of Vallejo. The City’s water supply drawn from
the SWP is secured through a 1966 agreement between ACCWD and NCFCWCD. The
original agreement provided the City (as successor agency to ACCWD) with an annual
entitlement of SWP water through 2035. This agreement also established a maximum
annual entitlement of 5,200 acre-feet, made available through gradual increases over the
first 23 years. Although American Canyon’s maximum annual entitlement remains at
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5,200 acre-feet, there have been two ensuing water transfer agreements amending the
City’s entitlement schedule.

The first amendment to American Canyon’s SWP entitlement occurred in 1998 following
a water transfer agreement with the City of Calistoga. As part of a three-way agreement
involving the City of Vallejo, American Canyon permanently transferred 500 acre-feet of
its annual SWP entitlement to Calistoga. In addition to paying American Canyon a one-
time compensation fee of $500,000, Calistoga assumed all responsibilities of the
entitlement, including payment to NCFCWCD. Calistoga was also required to reimburse
Vallejo $114,000 for the construction of facilities connecting American Canyon’s
distribution system to Vallejo’s distribution system. This interconnection provides
American Canyon the ability to purchase potable water from Vallejo under the terms and
conditions of an earlier agreement (discussed below). The second amendment to
American Canyon’s SWP entitlement occurred in 2000 following its participation in a
water transfer agreement between NCFCWCD and the Kern County Water Agency
(KCWA). Negotiated on behalf of the five cities in Napa County, the agreement
specified the terms and conditions for NCFCWCD to permanently purchase 4,025 acre-
feet of annual SWP entitlement from KCWA. The City’s share of the Kern County water
transfer is 500 acre-feet.

As noted, the portion of American Canyon’s water supply drawn from Vallejo is secured
through a 1996 water supply agreement. This agreement entitles American Canyon to a
maximum daily capacity of 1.0 million gallons, resulting in monthly and annual
capacities of 57.14 and 628.6 acre-feet respectively. The agreement also enables
American Canyon to purchase additional maximum day capacity from Vallejo over the
course of five designated time periods: 1996-2001; 2002-2006; 2007-20011; 2012-2016;
and 2017-2021. For each designated planning period, Vallejo agrees to make available a
specified amount of additional capacity for purchase by American Canyon. The total
amount of maximum daily capacity available to American Canyon over the next four
planning periods in which Vallejo is obligated to reserve is 5.1 million gallons (this
amount includes the City’s base capacity of 1.0 million gallons). This amount equates to
monthly and annual entitlement capacities of 291.414 and 3,205.86 acre-feet. Any
increase to the base daily entitlement of 1.0 million gallons, however, requires American
Canyon to pay additional connection fees.®’

Beginning in 1996, American Canyon and Vallejo executed several addendums to this
water supply agreement to secure additional water supplies. Most notably, a 2000
addendum provides American Canyon with an annual entitlement to 500 acre-feet of
“permit water” drawn from Vallejo’s water rights to Lindsey Slough. This water is
delivered to American Canyon through the North Bay Aqueduct and allows the City to
recover an equivalent amount of water previously transferred to the City of Calistoga. In
addition, American Canyon maintains a separate addendum allowing it to purchase up to
500 acre-feet of raw water annually from Vallejo during water emergencies for

7 As part of the 1996 water supply agreement, American Canyon paid Vallejo a $1,428,571 connection fee for a maximum daily
entitlement capacity of 1.0 million gallons.
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agricultural, landscaping or golf course uses.

The 1996 agreement, along with the

aforementioned addendumes, are in effect until mutually terminated.

American Canyon — Available Water Supply (acre-feet)
Year State Water Project* | City of Vallejo** | Permit Water***
2003 4,500 628.6 500
2004 4,600 628.6 500
2005 4,700 628.6 500
2006 4,750 628.6 500
2007 4,800 628.6 500
2008 4,850 628.6 500

*  American Canyon’s SWP entitlements are scheduled to gradually increase each year
through 2015 at which time the City shall reach its maximum entitlement of 5,200

acre-feet. Entitlements continue thereafter until 2035.

** American Canyon’s agreement with the City of Vallejo for potable water restricts
delivery to 1.0 million gallons per day, resulting in monthly and annual entitlement

capacities of 57.14 and 628.6 acre-feet respectively.

Treated water delivered to

American Canyon from Vallejo is generally generated from Lake Berryessa (Napa
County), Lake Frey, Lake Madigan (Solano County), or the State Water Project.

***  American Canyon’s agreement with the City of Vallejo is for permit water
generated from Lindsey Slough that is delivered to the City through the North Bay

Aqueduct.

WATER DEMAND

In 2002, American Canyon delivered approximately 922,948,800 million gallons (2,832
acre-feet) of potable water, resulting in a daily average of 2,528,627 gallons. The City’s

maximum day water demand was 4.75 million gallons.

The City currently provides

water service to approximately 3,722 connections within its service area. Of this amount,
157 connections are located outside of the City.

American Canyon — 2002 Water Demand

Annual Water Demand:

922,948,800 gallons

Average Daily Water Demand:

2,528,627 gallons

Maximum Day Water Demand:

4.75 million gallons *

Water Connections:

3,722

Population Served:

12,28

3**

* Title 22 of the California Code of Regulations requires that sufficient water be
available from the water sources and distribution reservoirs to adequately and
dependably meet the requirements of all users under maximum demand conditions

(864562).
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** Calculated in accordance with Title 22 of the California Code of Regulations
864412(a)(2). Estimate based on the total number of service connections multiplied
by a service factor or 3.3.

Projected water demands for American Canyon were identified in its Water System
Master Plan (2003). The plan projected water demands for American Canyon under two
planning periods: 2006 and buildout. Demands were determined by applying established
water use factors (average gallons used per day) for each customer type according to land
use projections for lands within its urban limit line and the airport industrial area.

American Canyon — Projected Water Demands (acre-feet)
Year | Average Day Demand Annual Demand
2006 12.82 * 4,679.30

Buildout 17.05 ** 6,223.25

* Based on an average daily demand of 4.176 million gallons.

** Based on an average daily demand of 5.555 million gallons.

WATER TREATMENT FACILITIES

American Canyon provides treatment of raw water drawn from the SWP and “permit
water” from Vallejo at the American Canyon Water Treatment Plant (WTP). Both water
sources are generated from the Sacramento-San Joaquin Delta and are conveyed and
temporarily stored at the Napa Turnout Reservoir by the North Bay Aqueduct. The
American Canyon WTP was constructed in 1976 and is located next to the Napa Turnout
Reservoir in Jameson Canyon (State Highway 12). The treatment process begins once
raw water is released from the Napa Turnout Reservoir and gravity fed through a 12-inch
transmission line to the American Canyon WTP. Alum and polymer (coagulants) are
added as raw water passes through a rapid mix chamber before entering into two
flocculation basins. While in the flocculation basins, the raw water is gently mixed to
facilitate the coagulation of unwanted particles. Raw water is conveyed into
sedimentation basins allowing solids in the water to settle and separate from the treatment
process. Two gravity filters remove solids before chlorine (disinfectant) is added as
water is detained in an 118,600 gallon clearwell tank. The clearwell tank completes the
treatment process by allowing the treated water to complete its necessary contact time
with the chlorine prior to entering the distribution system. Finished water remains in the
clearwell tank until storage levels within the City’s distribution system require recharge.
The American Canyon WTP has a treatment capacity of 1,805 gallons per minute,
resulting in a daily treatment capacity of 2.6 million gallons.®®

%8 American Canyon is scheduled to upgrade the American Canyon WTP’s capacity to 5.6 million gallons a day in 2004.
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American Canyon Water Treatment Plant
Water Source: State Water Project

City of Vallejo - “Permit Water”
Treatment Capacity: 1,805 gallons per minute; or

2.6 million gallons per day
Clearwell Storage Capacity: 118,600 gallons

DISTRIBUTION SYSTEM AND STORAGE FACILITIES

American Canyon’s water distribution system receives and distributes potable water
generated from American Canyon WTP and the City of Vallejo. American Canyon’s
distribution system consists of a network of 10-inch to 20-inch water lines that serve the
City as well unincorporated lands that extend as far north as Soscol Creek. The
distribution system overlays five pressure zones and is served (recharge and system
pressure) by four treated water storage tanks.

Zone 1 serves as American Canyon’s primary pressure zone and includes the majority of
service connections. Potable water is supplied to Zone 1 by a 2.5 million gallon storage
tank located next to the American Canyon WTP. The 2.0 million gallon Oat Hill Tank
No. 1 maintains pressure for Zone 1 and provides system recharge during peak demand
periods. Zone 1 also includes a subzone (Zone 1A), which receives water generated from
Zone 1 through two pressure reducing stations.

American Canyon’s remaining four pressure zones serve specific service areas within the
distribution system. Zone 2 serves a 44-acre industrial park connection that is located to
the west of State Highway 29 in the Hess Drive area. A booster pump station is required
to lift potable water from Zone 1 to the 200,000 gallon Oat Hill Tank No. 2, which serves
Zone 2. Zone 3 serves four residential connections off of Jameson Canyon Road near the
American Canyon WTP. Booster pumps at the American Canyon WTP’s clearwell tank
are required to lift potable water to a 4,000 gallon storage tank, which serves Zone 3.
Zone 4 consists of 63 residential units in the Montevino section of American Canyon’s
southern border and is served by interconnection with Vallejo’s distribution system. This
area is located in between Broadway and Flosden Avenues. Zone 5 consists of 173
residential units in the La Vigne subdivision in southeast American Canyon and is served
by booster pumps that draw water from Zone 1. In addition, an interconnection with
Vallejo provides supplemental fire flow to the subdivision. This area is located east of
Flosden Road and north of the Solano County line.
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American Canyon’s distribution system operates on a supply and demand basis and
responds to storage levels within Zone 1’s Oat Hill Tank No. 1. When storage levels
within Zone 1 require recharge, potable water is released into the distribution system
from the 2.5 million gallon storage tank. Constructed in 2002, the 2.5 million gallon
storage tank is supplied by the clearwell tank at the American Canyon WTP. As water
enters the main distribution system, water levels within Oat Hill Tank No. 1 are
recharged.

American Canyon — Distribution Storage Capacity

American Canyon WTP Tank: 2.5 million gallons

Oat Hill Tank No. 1: 2.0 million gallons

Oat Hill Tank No. 2: 200,000 gallons

“Kirkland” Tank: 4,000 gallons

TOTAL 4,704,000 million gallons *

* Total does not include storage capacity at American Canyon WTP’s clearwell tank
(118,600 gallons).

RATE SCHEDULE

American Canyon’s water customers are charged a monthly usage fee for water service.
The usage fee is divided between outside and inside city customers as well as five
primary customer classes: single-family residential, multi-family residential, commercial,
large industrial, and landscape. The usage charge is based on the volume of water
delivered and is measured in units of 100 cubic feet (hcf). In addition, the City charges a
monthly availability fee to non-single-family residential and landscape customers.

American Canyon — Rate Schedule
Water Usage Fee: Single-Family Residential
Inside City: $2.50 per hcf
Outside City: $3.50 per hcf
Water Usage Fee: Multi-Family Residential
Inside/Outside City: $2.30 per hcf
Water Usage Fee: Commercial
Inside City: $2.30 per hcf
Outside City: $3.25 per hcf
Water Usage Fee: Large Industrial
Inside/Outside City: $1.80 per hcf
Water Usage Fee: Landscape
Inside City: $2.50 per hcf
Outside City: $3.50 per hcf
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Water Availability Fees
Inside Commercial: $11.00
Outside Commercial: $15.00
Large Industrial: $25.00
Multi-Family Residential: $11.00
Water Service Connection Fees
Single-Family Residential: $4,211
Non-Single Family Residential: TBD by City Engineer

Note: a hundred cubic feet (hcf) is equivalent to 748 gallons.

FINANCIAL

American Canyon’s Water Operation and Capital Improvements Fund has an approved
operating budget for 2003 of $8,785,100. The fund includes expenditures for utility
billing, operations, distribution, and capital improvement projects. Primary expenses
include water purchases (SWP and Vallejo), salaries and benefits, debt payments, and
maintenance and operations. The City’s anticipated revenue for 2003 is $8,634,300.
Main revenue sources include water sales, interest earnings, and meter installation fees.
As of June 2002, the City’s Water Operation and Capital Improvement Fund’s
unreserved cash balance was $9,744,000.

WRITTEN DETERMINATIONS

In anticipation of reviewing and updating American Canyon’s sphere of influence, and
based on the above-mentioned information, the following written determinations were
adopted by the Commission to fulfill the requirements of California Government Code
§56430. When warranted, some determinations include supplemental information
listed in italics to provide context to the underlying service factor. A review of American
Canyon’s sphere of influence will be included as part of another service review currently
in progress.

Infrastructure Needs or Deficiencies:

1. Through its contractual agreements, the City of American Canyon imports an
adequate supply of water to meet existing and future system demands under
normal conditions within the timeframe of this study.

2. The City of American Canyon should continue to pursue opportunities to increase
its available water supply and continue to expand its water conservation efforts.
These actions will help to ensure an adequate water supply during periods of
below normal and dry year conditions.

89 | AFCO Resolution No. 03-34, adopted December 11, 2003.
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3. The City of American Canyon’s water supply is dependent on contracted
entitlements with the Napa County Flood Control and Water Conservation
District and the City of Vallejo. These contractual entitlements are essential to
American Canyon’s ability to deliver potable water to its customers.

4. To account for the realities of water entitlements, the City of American Canyon
should continue to objectively differentiate between entitlements and actual
deliveries in their wate