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BEFORE THE PUBLIC'UTILITIES: COMMISSION OF “THE STATE' OF CALIFORNIA,

Ix “the' Matter: of "the Application: of-
PACIFIC GAS AND'ELECTRIC: COMPANY for
an order: of the Public Utilities
Comnissionof the State of California
authorizing "applicant to file and make
effective the attached tariff schedule
©o be made applicable’ to irrigation
water service supplied by .means of
applicant®s Western' Canal'Water Systen
situated in Butte a2nd”Glenn Counties,-
Coliforaia. - AT
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Appearances.

For Applicant:: Ralph W..Du Val. :
For Frotestonts:  Joreme D. Peters and Reginnld L. Vaughan,
: for 20 or more consumers; Georse A, WArth. in propria

. persons. :
For Intercsted Parties:: Edson Abel and Eldon N. Dye,

for California Farm Burcaw Foderation ond Butte County

. Farm Burcau.- '

For' Commission Staff: Hnrold J. McCarthy and C. T. Coffey,

Pacific’ Gas' and Electric Company, & California corpora-
tion, by the abové-cntitled application filed pecémper 18, 1952
and as omended on Mareh 31, 1953, sccks an order of this Commission
autEOrizihg an:ihcrcdsd in rotes. and charges for irrigation wator
sorvice rondercd from 1ts Western Canal System in Butﬁo and Glenn
Countios. | |
Public hoorings in the metter were held Yofore Commissionor
Xonricth Potter and Exominer Fo Everett Emerson on June 10, 1953 at
Oroville, beforc Exominer Bmerson on August 26 and’ 27, 1953 at
roville and before Comnissioner Potterland Exaniner Emerson on
October 5 and 6, 1953 at San Francisco. Twenty wﬁtnbssos'wcrc'
nenrd ond 21 oxhibvits were received in this proceoding. The matter
wos submitted on October 6, 1993,
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. Apolicant’s Position vﬁd'ﬁéducst‘ |

o Lpplicant alleges that the cxieting rate for water ecrv:I.co
now, and for an indcfinitc future pcrlod, is inuufficicnt to onable
1t to caorn a reasonable return. It furthor alleges that if it is
rcquirc@ to continue supplying water at the present charge, it will
- be deprived of its property and the usce thercof without just

., compensation.

. Applicant has made substantial oxpondituroes for copital
additions and 1mprovomcntu to the canal system. Since 1936, when
it acquircd the system, applicont has made not c \pltel additions
and bettorments totaling approximately $376 OOO, an increase of
. more than %0Z. In addition to capital outlays applicant has been
faced with substontial inercases in operating and maintonance
aXpénses - in reeent years, occasionod‘primarily by highér labor and
L m:toiiﬂl costs and taxes. Ls o result, applicant has detormined
thht ~under the present water rate the return for the year 1953
.wnll be only 3.41% on its deprociated o te .basc.

Applicant proposes to inercase the présont water charge

of $1.25 per acre=foot to $1.75 per acre~foot. By so doing, it

estimates that the return on its dcprqciatcd rate base will
approximate 5.75% for the average year 195%. Lpplicant fufthor
proposes to state, as part of the tariff; the dates within which
irrig&tion service will be rondcrcd; the tariff not now indicatihg

the scasonel scrvice period.

Lppliesntfs Oper~tions

The Western Camel System sorves irrigation water in on
arca of approximately 60,sguarc niles lying betwoon the Feathor
and Sacramento Rivers in Butte and Glemn Countics. Water is
obtalned by divcrsiop of the Feather River, ot a point'aboux
3 miles south of Orovillc;,and from Butte Creck ot o point zbout
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18 miles down camal from the Fedther River ;ntake, The mairn canal
is' 30.06 miles long; the Ward and Din latoraly, 5.78 miles long;
and the High Line Canal and Pratt latoral, 3,68 miles long, making
a total of 39,52 miles of canals in the system,  Canal capacitiés
vary in the maih canal from 650 cubic £edt per second at the intako
to 400 second-feet at Butte Creek’ and’ 125 second~foot at Dodgelcnd.
Initial capacity of the High Lind’ Canal 18 125" uccond-fbot while
that of the Ward lateral is 110 second=feot.- ,

In the 10-yoor period onding with the 1952 irrigation
season, the system sorved water for the irrigatiom of botweon

14,500 and 23,524 acres): rice londs receiving abdut 98% of' all’ of

the measured water dolivercd. During the 1953 scason; wator was

ordercd for approximitely 24,385 acres of land. TIn tho past fow
years the average system-wide duty of water has apmroximated
6.2 acre~foet por 2cr0. Lpplicant bills 1ts customers once yearly

at the complcéiod‘of the irrigation scason.

Protostantst.-Pesithon
Protostants represented by counscl comprise a group of

peroximately 20 water users who are almost cxélusivcii'gfbwcré'ofw
rice. Théi; posifibn 18 that applicant can and wili’supply irfiga-
tion wator for use on 2 & greater rice acrcoge than ~pplicant has
herctofore scrvcd and that as a result appliecant’s requested rate
is higher than that nceded to procduce the rate of rctu&n roquestod
by applicant, These protestants alleged that any'chargc grcutor
than $1.40 per acre-foot of water is not justified.

One protestant, in propria pcrsona; has heretoforo
reeeived water for pasturce or ficld erops af Irregular intervals
before and after the rogﬁlar irrigafion seasons, He alleges that
~pplic~ntfs prcoosal to state the beginning and cnd of the lrrlgation

season in the tariff conetituteu & withdrawal of presont scrvico.
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Ze objects to any limitation being‘piaced upon the service
period, -

Stnmary of Presentations

The presentations made by applicant and the Commission
staff are swmarized as follows. Protestant made no comparable

showing.

B L IT ST e TP S

— 1957 Adiusted 953 Bstimated.
Item: - ... gplicanﬁ CPUC Staf:,Applicantﬂ:CPUC Staffb:

Operating Revenues’ $176,952 $170,6+0 8162,930 $170,640
Operating Expenses
Mtce. and Oper. 5 81; hoo 86,980' 81,400
Uncollectidbles 2 150, 120
Taxes==-0ther than
inconme 16,837 16,990

Taxes on income 12, 01% L1236 - 10, 640
Depreciation d

Total Oper. Exp.

_ ' 4 4933
Net Revenue 5 i 36,25 45 107
l 0.

Rate Base (deprec.) 1,013, 881’1 025,

1,073,908 1,0 2
Rate of Return Lookg 34 3§9 79,25%

g L84

a Rcflccto wage inercase of Septembder 1, 1953 -
b Docs not rofloct wage incroasc of Sop%embcr L, 1953

Yoar 1954 Estiﬁh%bdg_?rqposédhRates, Lpplicant

Operating Revonues $227,800

Operating Exponsces™
Mtce.rand Oper.
Gen'l. and Mise.
Uncollectibles .
Toxes~--other than income
Toxes on income
Depreciation ,

Total Oper.: Expcn°0°

Net Revenue

Rate Base (doprec.)’ 1 112 958

Rato of Return’ %. 8%

& Reflects full-ycar effect of
Sept. -1953-wage inercase and
195% pension' incroase.

b Federal Income Tak' at 52%
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Nature of Evidonee , .

Lpplicant®s presentotion consistod of 1k oxhibits,
supported by oral tcsfimony, settdng forth ih detail the results
of operations of the Western Canal System for the year 1952’}'
actual.and adjusted; and for the years 1953 and 195% as ostimatod.
for the ycars 1953 and\1954 applicant!s-showing_waswonaan.avcrago
year basis with: adjuﬂtmcnte to show-the effoct of ncgotietcd wage
inercases which bochmc cffect *vc on September 1, 1953. | ..

The Commis ion staff, by means of fivo1oxhipits,¢nd -
oralﬂtcstimony, prcacnted;tho;resultslof its 1nvcstigati§nuoﬂg‘,_
ﬂpplicgntfe bocks, rocords, system-and operations. Ité;shpwiﬁgﬂ_
porzlloled that of applicant in that.results of opora;iohs were
sct forth in detail on an average year basis for the years. 1952

wnd 1953. . No- foreeast was made rOSpecting operations dn 195%,
howeve rot

' N ",'\4;.., v,
' 0 Ll

Protestantst showing consisfod of testinmony of a
nuabor of rico growors and ‘representatives of‘tho,Cwliforni;vRico
Growers Association und‘onc onginocr witness who pres entcd onge
exhidbit, based upon Commission staff Exhibit No. 12, later
revisced, whichuggt ‘forth an cutimatonof;tho:ratqnpog;aqrorfoot
'of-wntor‘rcquiréd tozproducc:arroturnwofué%qon;thcuatafﬂedotcrminod_
rate base, it o |

~:rMajbr'aiffcrcncos'bctwcon'applicantvand;gtaff,conccrncd
use of certain 1ands“and.thc necessity of dredging the entrance
channel between the Feather River and the main canal. Lpplicant
and staff were in close agreement as to the numbcr of acres
irrigable in a so=-co alled normel or avorage year, applicnnt cluiming
approxinately 21, OOO acres and staff claining 21,790 aeres.
Protestants dlffbrcd with both staff and avplicant baoing:rovonuo

cstimates upon the oorving of 2%,385 wcres, the largest. acreoage

&
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. served in any one year. &S a rosult, the major controversy in
this prdcaediﬁg‘became‘one of supporting the various’cbntentions

respecting the mumber of acres to be served. Further, since in

~ exeess of 95% of the acreage servod is devoted exclusively to the

production of rice, world and local markets, forcign and domostic
governmental policios, agr;cultural cconemics and individual
growersf habits rospccting rice production became points of
,contcntion. ,

Nbithcr protcstants nor staff indicatod that applicant.
- W25 not entitled to an increase in water rates. Nor did protes~
tants present any cvidence indicating ony lack of ability to Py
’ the inereased rates requested by epplicant,. Protcutuntu; i
,substanco, quostioned only the omount of the inceroaso ncccssgry
£0 produce av rcnﬂonablc ruto of return to applicant. In its
fpndamcntals, the final detormination in this proccoding bocomes
one of finding the numbor of acros dovoted to rice production
which applicant may reasonably serve in the futurc; basing roygnuo
couirecncnts on such aereage and 2uthorizing a rate thcrcfor;r

‘On the one hand, wo have the tostimon& of applicantts
wiltness on revenues, to the offcet that he had averaged tho
aerecage served in seven postwar yoars, discarded ono yoear as being
subnormal because of governmenteordered linitations on rice
plzntings, substituted 1nothcr yoar therefor, thereby including
one specific year twice, and arrived ot o statisticqlly'dorivcd
answer of 20,519 acres. Such answer was roised to a round figure
of zi,OOO acres by such witncss on the premiso that the cahal’,
syston would operato at approximately 1004 of its capacity thn
serving sueh an aerceagc. Such position was supportod by the
Testinony of applicant®s superintondent who stated that thé linlt
of the canal is 21;000 acres "for goo&.safe_opo&ation." In further
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explanation,-the'sﬁpe:intcndcﬁt indicated that Lf a larger.acrecage
were to be sorved.in 2 normal year,ﬂappgrtionment of water between
irrigators might -be nccessary during: the early-pcriod{of the
irrigatioﬁ:senson. i
On the.other hand, we have thc-;ocord; brought out by
protestants,  that applicant actually supplicd water to 2%,385 acres
during’ the ‘1953 scason, Further, applicant's. records disclose
thnt applicant has-actually served 21,978 acres in 19%9,. 22,959 ‘
acres in 1951 -and 22,493 acres 4in 1952, all boing in oxecess of the
acreage on which applicant based ité estimates, During tho yoar of
govurnmontééurtailedlplantings oniy 17,586 axeres wero served. 1
Protcstantsf-witnosscs indicafcd ?hat-in futuro years. they expeetod
no curtailment of rice plantings and some indicated an ihcrcasing
acrenge for rice irrigatlion during the next fow-years. On tho
basis of such predictions protestants urge that revenuc requircments
be met by acccptahcc of the maximum wator deliveries. made.to date as
thowduantity.whiCh applicant will sell in cach future yéaé.

Revonues.

In weighing the evidence we shall consider the year 1950 .
as subnormal and the year 1953 a5 abnormal beecause of govcrnmcntél
control in the first and because of wausucl-climatic conditions in
the sceond, .Based upoh the foresceable  future and»:clating_thc'
forecasts before us in this proceceding to the statistics of th0 
postwar years, we find that epplicant may be cxpectcditofsorvo‘,
21,000 acres of rice land at a duty of 6,4 acro~fect per acre .
2nd-1,000 acres of other crops at o duty of 2,2 acre~fect per acre.
in 2 future normel year, . Revenue rcquiromcnts will be sp&cad o%cr

such usage by the woter rates hercinafter authorized,
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Expenses

Thc differences betwoen applicant and Commissionlstaff
with respect to adjustments or ostimates 6f expenses lio primarily
in_three categorics. The first concerns maintcnanée expenses ané
particularly the costs pertoining to drnging of tho infakavportion
of the canal system. The second concerns the assigament of a
rgasonable portion of general and administrative costs $o this
system, The third pertalns to increased salaries and pension
expenses resulting from recently completed labor negotiatidné.

For dredging the imtake chamnel, applicant included an';
hallcwance of $§,800 as an average yearly expenditure for such work.
Such allowance wws bwsed upon o 1947 cost of $29,950 and an
cstimated cost of $35,000 for doing sim;lhr work two years hencé..
The staff allowance for this item was $850, apparently bascd upox
the historical 35-year period betweer first usago aﬁd_sdbsequcntf
éredging. We arc of the opinioh that applicantts cstima@o of “this
item 15 the more reslistic and will include its cstimated amount
as o reasontble average expensce for the forescezble future. |

With respeet to proration of adminis trﬂtivo and gcnornl

| expenses applicant and staff differ by about $l,200. The mctnod
uscd by cach has been consistently followed in all of applicantfs-
reeent water rate inercase applications., - ALl but one of appli- |
contls wator systems hoving by this timo.boon boforc.thc Commisa;on
and the Commission having thus far in such coses adhored to the
staff method, such staff method wili bo followed in this instonce
ond we shall adopt the staff caleulatod amount as being a resson-
odle estimated proration of thééc items of oxpensc. |

The annuglizcd couu of inercased wages and pcn,ion
oxnenee, in the amowxt of $2,450 assignable %o this systcm, was
caleulated following completion of the staffls invcst¢gation.

-8-




A=33960 5L ».

Such increased costs of operation Wiil;be,fully offective for the

entire year 195%, the first &éagdip thch inereased rates may.be
effective. Such costs will be ‘recognizod horein.

At the present timo quqral income taxes are calculated
2% an aggregate ratec of 52%'andﬁw§;l continue at such rate until
April 1, 195% when a 47% rate becomos. effective. On an average
basis the rate for the calendar year 1954 will be 48.23%. Duc
allowance will be made horein for such losscr tex rate orr incomo.
Rnte Brse |

For the year 1953 the differcnce botwedn applicant?s
rete base of $1,073,908 and the staff's rate baso of $1,079,25%
(both wnder present rates) lies prima:ily in the requircment for
working cash., Although applicant cogp##od its working cash
rcquirdmcnts es being cqual to two mbnmhs’ average naintonance
and operation cxpcﬁscs, 1t included a icﬁsdr cmount in rate base
for the purposcs of this procccding. Tho rate bases ofrﬁpplicanx
and staff arce in close agreoment when this one itonm is reconciled.

| Applicantts ocstinmated rate base of $1,112;958 for the

year 195% is dorived by adding net additions and bettorments to
the 1953 rate basc. It appears to be reasonable and will.be
‘2dopted hercin at o rounded figurc of 81;113;000.

Net Revenue and Rato of Roturn

Relating the abovo-diseussed olements on the basis of 2
£2% Federal income tex rate indicates net revenue and ate of
roturn for the estimated year 1954 at the $%.75 por acre~foot

rate proposcd by applicant as follows:

Gross Revenues v

$ 2%9'000‘
Total Operating Expenses 1 5;600
Net Revenue "+ 734400
Rate Basc : ‘ %,113,000
Rate of Return : 6.6%

/
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Such 2o rcturn, in this in*t nco, would be oxcoseivc.-
A lesser 4 inerease than *hat rcqucutod w1ll bo authorized. )
- | With respeet to rate of rcturn, applic1nt's tronaurcr
tcstified as to tho needs of opplicant rcvcnuc-wisc and as to :
applicwnt‘s financial position. He testifiod that the Wos torn
C anal System operations .anolvo greater risk hm the bal...nco ‘
of applicant's operations in that tho systen lacks d;vorsity of
rcvcnuc sources. Bedng a "one-crop" water systenm it lack° !
utability comparublo to that of a system supplying domostic,
commc*c al, induatr¢ ol and agricultural customers. Bccausc of
*to sensitivity to thc reaction »f the onc-crop price, its oarn-
ings o2y fluetuate widcly. Tho systen hould be accorded a ratc
of *eturn, on an average basis, higher thmn that accordcd othcr
tilit y opcrhticns, accordinq $0 this wltncgs. Such testimony

was uncontrovcrtcd ﬁnd in our opinion, has. morit We notc thut
even in reeent years, whcn rice has bocn a pro pcrous undcrtdking
for its cudtomcrs, opplicunt'e rxtc of roturn nas bccn stcad?ly
dccl¢ning and for a numbcr of years has been below tho lcvel

~11y conuidcrcd as rcasonable. Applicant is in nocd of and
cntitlcd to 2 ,ubstuntigl ineroase in thc ewrnlng position of thig
systcﬁ;' |

Cohélu;ionf

WC find thoat o rate of roturn of 1pproxim:toly 6. 15% v

on an wvcrgge dcpreciatcd rate basc of‘@l 113,000 is rcauonwblc
for this systenm for the year 195%. Bascd upon such finding

we shall authorize.a rate of 81, 65 per zere~foot which, when
spread over the usage ncroinabovc dcturmincc to be roasoneblc;
saould producc gross revemues of approxinmctely $2255¥OO. Afﬁer
allowence for $156,900 25 roasonadle average total oporatingu

cxpenses, 2 net revenue of $68,500 13 indieated and a rato of

“20~
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return of 6 15%'will rosult for tho yeaz. l95k. In the light of
the tes timony respecting future, docline in rate of return and the
- ¢offeet of possiblc income tax rcductions we conclude that ‘should
tax rcductions actuwlly occur, -Applicantts rate of roturn
will remain, Jnchanged Lrom thmt hereina bovc found to bc rcaaonablc,‘
,,further, thet AL the prospective tax rocuctions do not Qecur, the
rat of return may decline to about 5 75% in thevuuccocding yoar.

| Certaln of applicant's customers arc presently served
unmeasured or cstimated deliveries. In the light of tho cvidence
respecting, such so—calladﬂ"deviations? from sexrvice under the
filed tariffs, we find no olement of discrimination’existing,ané‘
in view of the.unfavorablce cconomics of providing netoring dcvicés
for all of such customers we conclude that present proctices and
»lans of applicant concerning the same properly may ¢ conminﬁcd.
No cstablishment of additional instances shall bq_?ado; however,
unless specific authorizaticn of the samo sholl first have boon
.obtained from this Commission. - ’

In the light of the evidencc rospccting specifying

dates for the commencoment' and tcrmination of the mnnual irrigation
_scason we conclude that anplicc.nt'e nroPO,al is reaeoneblo.
Surcly5thcrc can be no denial of the fﬂct that & canal and*diteh
systen nmust be empticd of water for_rpasonablg periods of mainto-
nanee gnd rehabilitation work, Logicalli; $uch work should be
como euring thosc periods when customers' usage of water is either
nonexistent or at a minimum, Appllicant!s proposal to ﬁako.gravity
deliveries normally available throughout fhc systen during tho
period April 1 to October 15 and'during periods extending cno
nonth earlicr and later whon water conditions permit deliverlos

without the operation of check structurcs, will be authorizod.
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CRDER

Paciflc Gas and Eleetric Company heving aphlicd to this
Comnission for an orxder aﬁthorizing inercases in rates and charges .
for lrrigation water scrvice rendered in Glenn and Butte Countics
from 1ts Western Conal Systenm, public hearings thcrcon having been
held, the metter having been subnitted and boing now ready for
declsion,

IT IS HEREBY FOUND AS 4 FLCT that the inereases in rates
-and charges euthorized herein arxe justificdland that present rates
and charges, in so far as they ¢iffer therefrom, for the future
axe wajust and unreasonedble; therefore, |

I7 IS HEREBY ORDERED that applicant is authorized to
£ile in quadruplicate with this Commissicn after the effective date
of this order, in confornity with the provisinns of General Ordcr
No. 96, the tariff set forth as Schedule No. 1 in Exhibit No. 6 
in this proceoding; exeept that the rate per acre~foot therein
designated shall be changed to $1.65, and, after not 1050 than
- three days' netice to the Commission and to the public, to make
sedl tariff offective for scrvice rendercd on and aftor Janwary 1,

195%.

‘The effeetive date of this'ordor shall be twenty days
after the date hercof.

oA
Dated at ‘d/ﬁ/ﬂ AL /Ahz&o Cwlifornig, this =
coy of /ﬁufmﬁ.a , 1953, '

(//
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