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BEFORE TEE PUBLIC UTILITIES COMMISSION OF TEE STATE OF: CALIFOQNIA

Investigation on the Comnmission’'s ; '
own motion into the-matter of thcv :

reasonableness of tariffed employee) ,
discounts, including consideration ). 0II 104

of their retention, reduction, ) (Filed December 15, 1981)
elinination, or adjustment Lor:

raxemasing purposes.

(Appearances are listed in Appendix‘A;)

/Jff

ORDER TERMINATING INVESTIGATION - % -

In this proceeding we sought to determine whether energy,
telephone, and water utilities offering discounted utility service %0
employees are doing so on a reasonable basis. For reasons, which we
will set forth, we are terminating this investlgatzonQ‘“/

‘
N

ermmre ek, -

Lnergy Ufilrty Phase - o et
s This proceeding was divided into phases, and full hearings A | g
on energy utilities were held in August of 1982. That pnase was - i
submitted on Novezber &, 1982 dut subsequently reopened for brie‘ing
of an additional issue, and ‘resubnmitted on March 4, 1983.
Subsequently, the Administratzve Law Judge (ALJ) submitted
an extensive decision1which recommended 2 maximum of 25% for any )
gas or electric discount, to be effective January 1, 1986,,and that
energy utilities not already doing 80, and offering discounts be
required to develop employee conservation incentive programs-

to Public Utilities (PU) Code § 311.

. | | | | -1 -

1 Served concurrently with this decision upon._ the parties pursuant
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We have reviewed the proposed decision and we egree
with the ALJ that federal preemption of collective bargaining
under the National Labor Relations Act does not oust this Commission
from determining the fairness and reasonableness of.employee -
discounts for the purposes of energy conservation or r&temakiﬁg.
However, we also believe that the evidence developed in thxs
proceed;ng is not compelling enough to require any ;mmedxate
change from present practices. ' The factors lead;ng us to ']‘
this conclusion are as follows: o

1. There is no show;ng that the year for whzch
data was analyzee was a normal climatic
year; ,

While there may be some minimal additional
consumption by employees traceable o lower
rates, other demographic factors blur any
attemyt at isolating such consumption:;

Sampllngs-for some utilities are small;

Evidence on the effect of such assumed:
additional:.consumption tends to show
that the overall company effects are
insignificant. N

Therefore, we will not oxder any change in . employee dzscounts '

for enexrgy ut ;lztzes at. thxs time. The energy utilities will

be expected to establzsh the reasonableness of any discount .
programs in their respective general rate case’ proceed;ngs.

In this regard, we note that only two utilities, cp National and
S;erra Pacific, currently have discounts in excess of 25%. ‘Both
utzl;t;es will be required to produce4cv;aence of reasonaoleness in
their next. general rate’ cases justzfyzng the need for extra-
ordinary dxscount levels. Similar evidence will be requ;red

for any utzl:ty seeklng to increase ;ts present level of utzlzty .
dzscounts. - ‘ ‘
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‘Water Utility Phase o : - .

A3 respondents to this OII we named the 17 "Class A" wacer .
utilities. There are many more water utilities, classified by aaaual
operating revenues as'follows.

Class Annual-Qperatxng Revenue Nupber of Utilities
A $750,000 and over C T
B © $200,000 - 750,000 .16
c $ 50, 000 - 200,000 : 39
D Less than SSO coo. 260 ¢
, {Total: 322)

Inspection of Commlsoion records shows that . these'
utilities, particularly the smaller ones, are wide;y scattered
geOgrapHically, fron wet coastal areas 1o’ arid- areas, Soarce ,of-
water supply vary. ' ' | o

Our ultimate purpose in this 0IZ iu the procectzon of the
utility customers. Are rates too high because of‘excessive
discounts? How do we decide these issues R 5

While we remain vitally inte-ested in these concern we
believe that the OII format is not suited o solving any problemo in
this area relating to water utilities. : -

If our ultimate aim is protection of the utmlity cuatomer,
the OII should 1nclude all water utilities, not just those in the
Class A category. Customers of smaller water utilities are juso a8
much entitled to protection from ill-advised management practices as
customers ¢f the larger companiee (and frequently more. in need of it).

Add:tionally, water utilities, even among the sanme claqq,
vary much more in operational problemo than telephone, electric, or.
gas utxlzties. Such factors as local climate, soarces of water, and
customer mix can be sol different for each company that even water |
utilities located close to each other mey not be comparable. Utility
"A" may nave definite conservation problems ‘which suggest that .
discounted. rates should de prohibited while utility "BM may hawe a

‘glut of water, and for ‘chat utility, discoun‘cs may 'be reasonable.;

-3
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o

Beéause of'these differences, rate structures among water utilities
nre not necesserily comparable. : o

' We will terminate our investzgatzon of water utilities in.
this 0II. However, in forthcoming rate increase applicatione for a1l
classes of water utilities we will expect the applicants to nake a
showing on the reasonableneS° of employee discounts, making use of
the precepts in our energy wtility decisior inszofar as they apply to
water utilities. We also expect the staff to take the necessary '
administretive action to insure that all water utilities which have
enployee discounts have filed teriffs eccuretely describing them.

Companies who do not offer such dis counts are not in eny way
required by this Conmission to do £0-

Telephone Utility Phase’
: When we started this OII, we were primarily’ concerned with

the apparently generous discounts offered by the Pacific Telephone
and Telegraph Company (now Pacific Bell). As part of the Bell

System, this company was adble to offer its employees dis counte on

th local and long-distance sexvice. However, the recent
reorgan;zatlon of the Bell System now. limits Pacific Bell'
ability to offer dzscounts to local service.

Currently, we perceive no advantage in purs uing;this
matter as an OII. Therefore, our order‘regardxng telephone.3‘
utilities will be similar to that for water utilities. Bach
telephone utility will be expected to furnish‘for the'record'in
any general rate increase ev;dence ‘which' demonstrates that employee
discounts’ are reasonable, and all such dzscounts shall be tar;ffed.‘
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' Pindings of Pact

1. For many years, energy utilities subject o our
jurisdiction, except for Southern California Gas Co., have offered
discounted utility service to employees and retirees. The- percentage
discount has deen 25% except for CPN and SPPC which offer 8 50%
discount.. \ ,

2. Eligidility for discounts, loss of revennes'fron then |
(assuming similar consumption if they were eliminated), average
annual usage of discount and nondiscount customers, and estimated.
annual costs of eliminating discounts are as set forth in Bxhivit 2
(for 1981). ,

‘3. FPor 1981 loss of revenue in dollars and in percent, and
costs to the average customer and average residential customer are as
shown in the tabulations under the subheading "total company effects."

4. Conoervation effects for eliminating diecounts (for 1981),
assuming that 100% of consumption differentials between discount and

‘nondiscount residential cugtomers are traceable 1o the diecoun‘te. are
a8 set forth in the table entitled "Assumed Maximum Effect of
Eliminating Discounts.” i L ‘ .
5. While absolute costs of discounts have increased over the
years as rate increases have been awarded, they have not increa ed
out of proportion to expenses generally. ,
6. Revenue gains fron eliminating discounts are negligible
7. The effect of employee discounts on cons ervation‘of EWh or
therms on total company bases is either negligible~or nonexistent-\
, 8. Per capita kWh for discount customers is greater'than Lor
nondiscount residential custoners, but when vacation and secondary ﬁ
homeowners are excluded from the comparison, these differencee are |
not pronounced. S ,‘ N

9. Tor gas (therm) consumption, per capita differences vary

highly. Only two of the three utilities\otfering_gas diecounts nave
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0&. large enough sampling %o be used for estimation purposes. In 1981, ‘,'t
for PG&E the differential was 8.5% and for SDG&E, O%. | |

10. Some of the consumption differentials are essignable 10
price differences between discount and nordiscount rates, and some to |
other factors. The exact percentage differentials traceable to B !
discounts are uncertain. ‘

1. No party introduced evidence to show that 1981 wao a normal
climatic year. . , - : | -
Conclusions of Law. | ‘WW |

C1. Discounts for public utility employees and retirees are not .
prohidited by law, but must meet the standards of PU Code §§ 451 and -
453.

2. The evidence and the findings: do not support action on.our
part in terminating or reducing discounts at this time.

3. 7he National Labor Relations Act does not preempt
tnis Cormission from determining the reasonableness of employee
. discounts for the purpose of energy conservation or ratemakz.ng.
4. We should terminate th;s znvestzgatzon as to\telephone
and water utxl;tzes for the reasons set forth in the opznzon.\
5. All employee discounts should be tariffed. The staff
should take the necessary administrative action to assure that

all telephone and all water utzlxtles have filed tarszs scttzng |
forth such discounts. o . f' »;,.Q E 'ﬁ

IT 1S ORDERBD that: : : "
1. Each enexqgy, telephone, and water utility subject to
our jurisdiction which offers employee dmscounts for servxce
shall file tariffs sett;ng forth such dlscounts and’ shall
furnish evidence in their general rate case proceed;ngs whxch
demonstrate that such dlscounts are reasonable. g N

t ﬂ I ' o _VT(
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This proceeding is terminated.
- This orxder becomes effective 30 days from today... ;
Dated APR 4 1984 , at San Francisco, California

LFOV[\J\D Y Y ] GR:yES :.«u. .

' Prezidcn* ‘
vI CI’OR CA‘L’VQ .

' DONALD VIAI;

Commiss:.onor.,

Commrs.’.oncr W’ll lam ‘I‘. "Za":.e:r B
beirng ncce....anly ab...en., did
1ot parti cipa'zo. '
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We have reviewed the proposed decisibn and we agree
with the ALJ that federal preemption of collective bargaining
under the National Labor Relations Act does not oust this Commission
from dete:m;nxng the fairness and reasonableness of employee
discounts for the purposes of energy conservation or ratemakzng.
However, we also belzeve ;hat the ev;dence developed in th;s
proceed;ng is not cOﬂpeikang enough to reguire any 1mmedzate
change from present practices. The factors leading us to”
this conclusion are as follows:, K | | .

1. There is no-showzng that the yeax for whxch
data was analyzed was a normal clzmatd&
yeax;

While there may be some minimal Additional
consumption by employees trace; le to lower
rates, other demographic factors blur any
attenmpt at 1solatzng such consunptzon,

Samplings. for some‘utzl;t es axe small-

Evidence on the effect ©of such assumed

additional consumption/tends to show

that the overall company effects are: ‘

insignificant. : ﬁ
Therefore, we will not order j y change in employee discounts
for energy utilities at thi/ time. The ‘en'e:gy‘utixs.ties will
be expected to establish tlie reasonableness of any discount
programs in their respecsgve general rate case procnedlngq.
In this regard, we note/that only two ut;l;t;es, CP hat;onal and
Sierra Pacific, currently have discounts in excess of 25%. Both ,

j A NhPMMM

utilities will be requixed to produce compa&%:ng-evzdencehzn
their _next general nfée cases just;fy;ng the need for extra-'
ordinary discount levels. Similax evidence’ w;ll be requmred ,
for any utility seé&;ng to increase its present level of utml;ty
discounts. 3 '




