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BEFORE THEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of PACIFIC GAS AND
ELECTRIC COMPANY and TUOLUMNE COUNTY
for an order authorizing the former
to sell and convey to the latter Application 83-08-13
certain water facilities, known as (Filed August 3, 1983)
the Tuolumne Water System, in accor-
dance with the terms of a Purchase
Agreement dated June 3, 1983.
(Water)

Decision 83 12 064 DEC 201983

Summary

Pacific Gas and Electric Company (PG&E) applies for an
order allowing it to sell and convey to the County of Tuolumne
(County) the public utility water facilities known as the Tuolumne
Water System, in accordance with an agreement between PG&E and the
County dated June 3, 1983. Public Utilities Code § 851 requires PG&E
to obtain Commission approval prior %o the transfer of these
facilities. OQur jurisdiction in this matter is limited to whether
the proposed transfer is reasonable and in the public interest.

This decision finds the agreement reasonadle and authorizes
the transfer.

I. HISTORY AND BACKGROUND

Description and Origin of System

The system has been owned by PG&E since 1927. It consists
of a series of water conduits of various types (ditches, flumes, and
pipes) and regulating and standby reservoirs in western Tuolumne:
County, between the south fork of the Stanislaus River and the north
fork of the Tuolumne River. Also in the system are piped
distribution systems in the Jaméstown, Sonora, and Tuolumne service
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areas. For those areas, treated water is supplied for domestie,
commercial, industrial, and other uses. Outside these service areas
only untreated water is furnished.

The system's origin dates from the gold mining era. Most
of the ditches were constructed in the 1850's to supply the placer
mines then operating. When the mines were played out, other uses
were found for the water. The Tuolumne County Water Company
constructed the Tuolumne Ditch in 1851 and 1852. During the
following four decades that company purchased other ditch systems and
consolidated them. Between that era and 1936 there were further
transfers and consolidations. In 1936 PGXE acquired the
1:’;r'oper'1::£.es.‘x

As the systewm presently functions, water is taken from the
south fork of the Stanislaus River, is impounded in Lyons Reservoir,
and then counveyed via the 52 cudbi¢ feet per second (efs) main
Tuolumne Canal to the western portion of the county. It is then
distriduted through approximately 79 miles of ditches to the area
between the south fork ¢f the Stanislaus River and the north fork of
the Tuolumne River. Water in the system is divided among PG&E's
Section Four Ditek System, its Columbia System, and the Phoenix

powerhouse, which also provides water for the Sonora-Jamestown area.
Recent History

In 1973 PG&E filed Application (A.) 54199, seeking
authority to increase rates. A protracted and complex dispute
developed over the extent of PG&E's water service responsibilities.
Tuolunne County Water District No. 2 (TCWD 2) and other interested
parties contended that PG&E was obligated to furnish public utility

L Some of the historical facts, as well as the Commission's recent
treatzent of the system, are taken from Pacific Gas & Electrie Co.,
Decision (D.) 92064, We take official notice of this decision and
its appendices since this history is relevant to our deeision.
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domestic (treated) water to %the entire zrea in which it served

untreated diteh water. PG&E malntained that it never had assumed

that duty, and that 1t was required %o serve treated water -only to

its Sonora, Jamestown, and Tuolumne service areas. The cost of

upgracdiag the entire system to provide treated water was exhaustively
itigated.

In D.92064, dated July 28, 1980, we found that PG&E is
required o provide treated water for the entire system and that the
cost of upgrading the system (i.¢., installing improvements ordered
in the decision) is from $30,000,000 to $52,000,000. The decision
required PG&E to file plans for enlarging Lyons Reservoir, piping the
ditches, and making other major improvements. i

In conformance with the order, PG&E filed an improvement
plan on July 3, 1983.2 With its forwarding letter, PC&E ineluded
certain estimates and stated that in its opinion, $90,624,000 would
have to be added to the rate base over 35 years to complete the plan,
which would expand the annual rate base revenue requirement from a
1981 low of $33.000 to $55,328,000 in 2010. PG&E asserts that the

.requirecd development is beyond the ability of the system’'s ratepayers

L0 absordb. (Thne entire popu*atlon of Tuolumne County is presently
about 37,000, not all of whom are Hygtem custorers.)

Conceraing rate treatment, PC&E's A.54199 had requested an
irerease in rates averaging 95.6% and in D.37468 (June 21, 1677) an
increase averaging 77% was authorized. In A.58631, filed January 25,
1975, PG&E was awarded additional rate relief (primarily due to
increased lador costs) and & return on rate base of 9%.

2 The *mprovcment plan is not a spcc*fic ¢onstrucetion plan but ai
general plan c¢ontaining construction estimates

e (\ AT
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II. THE AGREEMENT

Value, Purchase Price, and
Terms of Payment

According to the application the net book value of the
syster as of December 31, 1982 was $%,106,u90;77 and the historical
cost before depreciation of the facilities transferred was
$7,109,293.03. The agreed purchase price is $900,000. $150,000 in
cash 1s to be paid as a down payment. The balance will be paid in
ten yearly cash installments of 375,000 on the anniversary of the
¢losing date. The agreement provides that the ¢losing date shall be
within 60 days of our final order authorizing the transfer.

What Is Included In the Sale

The sale includes the water system, the lands relating to
the system, equipment, improvements, inventories and raw materials.
All franchises, certificates, permits, etc. are transferred except
those which by law are not subject to transfer. Water rights solely
for consumptive use associated with the system are transferred.

PG&E's facilities whiceh are part of Federal Energy
Regulatory Commission Project 1061 (an on=line hydroelectric power
project which requires periodic relicensing) are retained by PGEE.
The project includes such structures as Lyons Dam, the Phoenix Header
Box, the Main Tuolumne Canal, powerhouses, turbines, generators,
transmission lines, and lands of the United States which PG&E
possesses or uses under license from the Federal Government. (See

letter to the Commission dated October 18, 1983 clarifying what is
included in the project.)

Personnel

PG&E's employees will remain with the company. The County
has been training the following: a water supervisor, a chief
treatment plant operator, a meter reader, a secretary, three diteh
tenders, and two utility repairmen. PG&E agrees to assist with the
training for a three-month period prior to the c¢losing date.
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Supply of Water

The understandable length and detail of this section make
sumnarizing it difficule.

Essentially, the agreement provides for a "base" water
Supply up to PG&E's water right of 52 ¢fs and a "supplemental" water
supply up to 9,500 acre-feet calculated by a formula based on natural
flow above New Melones Reservoir as measured by the Department of
Water Resources. The base and supplemental water supply will be
furnished the County at no cost.3

The base supply consists of water stored in Lyons
Reservoir, water available for direct diversion into the main
Tuolumne Canal below the Philadelphia Ditehn diversion, and water
released by PG&E below that diversion.

Except as County and PG&E may agree in writing, County may
use the water only for "consumptive uses™ (e.g., domestic,
irrigation, industrial) and power uses under certain lirviting
conditions, and during specified periods.

This section of the agreement also states, "County
acknowledges that the water PG&E will deliver pursuant to this
agreezent is untreated water, which PG&E considers unpotable."

Delivery points and certain diversion rights are
specified. County and PG&E agree to coordinate operations so that

both the water system and the Phoenix Power Project can be managed
properly.

Certain charges or c¢redits apply when PG&E delivers either
more or less than specified amounts of water. Methods of measurement
are set forth.

3

After the transfer, if increaées in water supply are necessary,

County is, of course, responsible for the c¢apital improvements to
meet future demands.

-5 -
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Service from the Canal

The zag8reement contains a seetion on service from %the main
Tuolumne Canal. While the canal remains PG&E's property, custonmers
served from it are deemed to be the County's customers and shall
continue to be served. The final sentence of Section 11(a) of %the
agreement states that the County "may furnish incrcased water service

to existing retalil or new or existing resale customers, but shall not
accept new retail customers who would be served theredby." (Emphasis
added.)

Azplification of the purpose of this section was
requested. aAccording to a Novemder 17, 1683 letter from counsel for
PG&E (a copy of which was provicded the County Counsel), the
restriction insures that service furnished from the canal by the
County will not unduly interfere with PG&E's hydroelectric
generation. The letter states, in -part:

"PGandE iu retaining the Canal for generation
purposes in connection with its Phoenix Project.
Su¢h senerauion requires a uniform flow in the
Canal. PGandE and the County recogni ¢ that
there 1s a duty to continue service to existing
customers served off tnc Canal, but if the County
were free after transfer of tbe System to add new
‘retail (i.e. indivi dual domestic) customers, the
peak demands of those customers would result in
daily diminution of the flow in the Canal.

"Resale (i.e. wholesale) custonmers, by contrast,
are subdbject to contractual restrictions that
limit the peak demand they may place upon the
Canal. Moreover, although Article 11 leaves the
County free to add new resale customers served
off this facility, the County will if it does so
eventually be required to pay PGandE for the
water necessary to serve such customers at a rate
equal to the value of the water for power
generation purposes. See Article 7(f) of the
Purchase Agreement. Thus, the County will have a
strong incentive not vo add new resale
customers. .

v
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"Consistent with the restrictions in Article
11(a), it has been PGandE's policy since 1981 not
t0 accept new retail or resale customers for
service off the Canal."

With this explanation we consider the section of the
agreement on this subjeet reasonable.
Assumption of Obligations

The agreement provides that on the closing date, PG&E will
be relieved of all its publie utility obligations in connection with
the systex and the County shall assume tlnem.)4 This includes PG&E's
obligations under contracts, leases, etc.

The section of the agreement on assumption of obligations
contains appropriate provisions on a ¢losing bill from PG&E to its
customers and on handling c¢redit deposits and water main extension
agreements.

The sale is on an "as is" basis with provision for loss or
damage to tangible property prior to the ¢losing date.

Other Provisions

There are certain other sections of the agreement which
include PG&E's obligation to assist in training County employees, an
arbitration provision, the method of conveying the system after
approval, closing costs, and sections on certain other subjeets.
County agrees for ten years after the c¢losing date to maintain a
comprehensive general liability imsurance policy of at least $2
million, naming PG&E as an additional insured.

These various other provisions are reasonable in an
agreement of this kind and a more detailed summary of them is
unnec¢essary.

% This does not mean that the Commission will regulate PG&E's
successor, the County. State law regarding safe drinking water
applies, however.
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IXI. DISCUSSION

PG&E's Continuing Responsibilities
For Main Tuolumne Ditech

Ordering Paragraphs 2, 3, and 5 of D.S2064 as modified by
D.92314 read as follows. '

"2. PG&E skall, within one hundred eighty days
after the effective date of this order.

"a. Prepare a plan, including current
estimated implementation costs, to modify
and enlarge Lyons Reservoir so that it
will act as a sedimentation basin.

Prepare a plan, including current
estimated implementation ¢osts, to pipe
the existing open ditch system emanating
from Lyons Reservoir consistent with the
requirements of this order.

Serve the above=-ordered plans on all
appearances to this proceeding, serve a
copy on the Commission's Hydraulic
Branch, and subnmit one copy to the Docket

Office for filing as a compliance filing
in this proc¢eeding.

Upon Commission approval of the plans filed
in conformance to Ordering Paragraph 2, PG&E
shall expeditiously undertake and initiate
construction of the facilities required.”

PG&E's plans for piping the existing ditch
system shall be submitted to the California
Department of Fish and Game for its review
and consultation regarding a water supply for
wildlife at elevations less than 3,000 feet
above sea level."

As mentioned previously, PG&E retains the Main Tuolumne
Ditch, and PG&E has filed a plan, parts of which were discussed
above. The plan does not include piping of the Main Tuolumne Ditch.
We wish to make it clear that under present orders, PG&E
retains the responsibility for piping the Main Tuolumne Ditch. Above-
quoted Ordering Paragraph 2b requires piping of the "existing open
ditch system emanating from Lyons Reservoir..." This clearly
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includes the Main Tuolumne Diteh, which emanates from Lyons Reservoir
and terminates at the Junction with the Columbia Ditch.

Ir, because of this sale, conditions have sufficiently |
changed so that such piping is, in PGXE's opinion, no longer in the
public interest, PG&E should file a new abplication (rather than
petitioning for modification of D.92064 as modified dy D.92314, or
for modification of this present decision) to be relieved from that
requirement. PG&E should serve a copy or‘any such application upon
County, the Department of Fish and Game (Fresno Regional Office), the
Department of Health Services, and the State Water Resources Control
Board.

Necessity for Public Hearing

"

Since PG4E filed its application, scome residents. of
Tuolumne County have written to the Commission requesting a publie
hearing. We do 20t believe a hearing is warranted in this case.

Four public meetings_were held by_the'County, at one of
which a member of our staff was present 0 answer questions and
explain the extent of our jurisdiction in this matter.

It skould be noted that the letters requesting a hearing
for the most part raised issues outside of the scope of our
Jurisdiction which does not extend to assumption of the role of
watchdog in connection with County government. If the County -
officials are, in the opinion of some members of the pubdblic, acting
unfairly toward the County's citizenry or are in violation of state

law concerning open meetings, these are matters for the courts, or
the ballot box.
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In answer to concerns about the County's financial adility
to operate the utilivty, Counvy intends to apply for federal funds for
system improvements. If such funds are available to County, they
will be a low cost funding source which is not availadble to PC&E. In
addition, County may be able to achieve other economies through its
operavions or the types of improvements it makes, free from specific
2ublic Usilities Commission orders. County residents have been
informed that if the substantial improvements ordered of PG&E by this
Commission were to be made then substantial rate increases %o water
users would follow.

Having thorougnly reviewed the contents of our
corresponcdence file, we Tind that no substantial issue within our
Jurisdiction requires a nearing, and that the specific icsues before
us would not be developed by scheduling a hearing. In the absence of
& statutory requirement, a public Hearing iz not necessary when it
will ne® serve to enhance or assist development of the record.
(Denver Union Stockyard Co. v Livestock Marketing Ass'n. (1958) 356

US 282; William B. Zaharin (2y Roe Entervrises) (1976) 80 CPUC 434.)
No further notice to the public of the transfer is
necessary, except as provided in the order.
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Review of the Agreement

None of those requesting a hearing specifically attack the
provisions of the agreement. Assuming that certain language in some
of the letters challenges the price the County is to pay as
unreasonable, such a contention is frivolous. The price of $900,000
is well below both the net book value of $4.7 million, the historical
cost before depreciation of $7.1 million, and the depreciated rate
base of $2,955,700.°

If anythning, consideriné the price, our role here would be
Lo assure that PG&E and the ratepayers to whom it rcmains responsible
are adequately compensated, rather than to be concerned about a
possible overpayment on the County's part.

The price is fair to PG&E because it is relieved of
substantial improvement costs over .the next 30 years. While as we
have stated, PG&E is entitled to pass those costs to the ratepayers,
the externt of the required imprévements would make this difficule.
County, on the other hand, is not bound by our previous orders and
may De eligible for federal assistance.

Regarding the "supply of water" provisions outlined
previously, a review of them”dgmqnstnétes that they are deflinite
enough and fair %o both parties.

Eanvironmental Considerations

Tne system will be transferrced irn an "as is" condition.
The transfer itself has no effect on the environment, and this type
of proceeding is not subject to any statutory provisions requiring an
environmental impact report or a negative declaration.
Findings of Fact
1. The price of sale and terms of the agreement between PG&E
and County are reasonable.

5 This is the estimate adopted in D.92490 issued Decemder 12, 1980
(A.58631). Tuolumne Water System's books are separate, for plant and
accounting purposes, from PG&E's gas and electric operations and from
other water systems. o

B . o J' .
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2. The transfer is in the public interest because County is,
and PG&E is not, eligidle for federal grants which may reduce the
cost of future system improvements. (This is not a finding that
County will necessarily receive suceh funding.)

3. No public hearing is necessary.

4, It can be seen with certainty that there is no possibility

that the activity in question may have a significant effect on the
environment.

Conclusions of Law
1. The transfer should bde authorized.

2. The effective date of the order in this decision should be
today, so that the transfer may be consummated without further
delay.

IT IS ORDERED that:
1. On or before July 1, 1984, Pacific Gas and Electric Company

(PG&E) may sell and transfer the Tuolumne Water System, under the

terms of the Purchase Agreement executed June 15, 1983, to the County
of Tuolumne (County).

2. PG&E shall notify all Tuolumne Water System customers of
the transfer, and its effective date, by bill insert or separate
letter,

3. On or before the date of transfer, PG&E shall refund any
customer ¢redit deposits which are subjeet to refund.

4. County shall assume any liability for refunds of main
extension advances.

5. Within ten days after transfer, PG&E shall write the
Commission stating the dates of transfer and deposit refunds, and the

date when County began operating the system. A copy of the transfer
documents shall be attached.
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6. Upon compliance with this order, PG&E shall be relieved of

its public utility obligation to the transferred system.
This order is effective today.

Dated _DEC 2 0 1983

y at San Francisco, California.

LEOKARD M. GRIMES, JR.
Prezidernt
TICTOR CALVO
PRISCILLA C. GREW
DONALD VIAL
WannIAM T, BAGLEY
Comuissioners

T CERTIFY THEAT THIS DECISION
WAS APPROVED BY TER

5 ABOVE.
- COMMISSICNERS T "

NERE TODGY .=
A

P
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epir E. Zedoviitz, Exectiive
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includes the Main Tuolumne Ditch, which emanates from Lyons Reservoir
and terminates at the Jjunction with the Columbia Diteh.

If, because of this sale, conditions have sufficiently
changed 50 that such piping is, in PG&E's opinion, no longer in the
publiec interest, PG&E should file a new application (rather than
petitioning for modification of D.92064 as modified by D.92314, or
for modification of this present decision) to bde relieved from that
requirement. PG&E should serve a copy of any such applicatioen upon
County, the Department of Fish and Game (Fresno Regioeg}fOffice), the
Department of Health Services, and the State Water Resources Control
Board.

Necessity for Publie Hearing

Since PG&E filed its application, some residents of
Tuolumne County have written to the Comm¥ssion requesting a pudblie
hearing. We do not believe a hearing As warranted in this case.

Four public meetings were/held by the County, at one of
which a nmenmber of our staflff was plfesent to answer questions and
explain the extent of our Jurisdiction in this matter.

Xt should be noted €£at the letters requesting a hearing
for the most part raised issues outside of the scope of our
Jurisdiction which does not extend t¢o assumption of the role of
watchdog in connection w{th County government. If the County
offiecials are, in the/é;inion of some menbers of the publie, acting
unfairly toward the County's citizenry or are in violation of state

law concerning oper meetings, these are matters for the courts, or
the ballot box. /

J

The contention that the system is too expensive for the
County to purchase andg éperate, and that therefore PGEE should be
forced to retain 1t and improve it, shows a lack of understanding of
who, under law, must pay for water service when it is provided by an
investor-owned utility.

Ever since the courts in this country first started
considering the actions of regulatory agencies in setting utility

-9 -
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rates, they have held that public utilities are entitled to a
reasonable return on their investment, and rates which are too low to
allow such return are unlawful and confiscatory. (Bluefield Water
Works v West Virginia Pub. Serv. Comm. (1923) 262 US 679; Federal
Power Comm. v Hope Natural Gas Co. (1944) 320 US 591.)

This means that the Commission cannot order PGE&E to improve
the system while at the same time turning down PG&E's requests o
raise rates to cover its investment in the improvements. Ultimately,
then, the Tuolumne Water System's ratepayers (not PG&E's ratepayers
at large) pay for the improvements. The Commissioﬁlrepresentative at
the May 16, 1983 Board of Supervisors' meeting/éltempted to explain
as mu¢h to the members of the public in atteﬁaance.

If the County takes over the system, there is at least sonme
chance that prodblems connected with tgg/major improvement c¢osts will
be alleviated. County intends to apply for federal funds in this
connection. We do not know whether such funds will de made
available, but the point is tha}/ét least the County, as a public
ageney, is eligible for them; PG&E is not. Additionally, County will
be free to adopt its own policies, under state law, on improvements
and will not be bound by oué orders directing PG&E to make future
plant improvements.

Having thoroughly reviewed the contents of our
correspondence file, y@ find that no substantial issue within our
Jurisdiction requireé a hearing, and that the specific issues before
us would not be d%yéloped by scheduling a hearing. In the absence of
a statutory requ;rement, a public hearing is not necessary when it
will not serve to enhance or assist development of the record.
(Denver Union Stockyard Co. v Livestoek Marketing Ass'n. (1958) 356
US 282; William B. Zaharin (Ty Roe Enterprises) (1976) 80 CPUC 434.)

No further notice to the public of the transfer is
necessary, except as provided in the order.
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domestic (treated) water to the entire area in which it served
untreated ditech water. PG&E maintained that it never had assumed
that duty, and that it was required to serve treated water only %o
its Sonora, Jamestown, and Tuolumne service areas. The cost of
upgrading the entire system to provide treated water was exhaustively
litigated. |

In D.92064, dated July 29, 1980, we found that PG&E is
required t¢ provide treated water for the entire system and that the
cost of upgrading the system (i.e., installing impfg;ements ordered
in the decision) is from $30,000,000 to $52,000f600. The decision
required PG&E to file plans for enlarging ons Reservoir, piping the
ditches, and making other major improvenmeénts.

In conformance with the or » PG&E filed an improvement
plan on July 3, 1983.2 With its forwarding letter, PG&E included
certain estimates and stated thab’&n its opinion, $90,624,000 would
have to be added to the rate byse over 35 years to complete the plan,
which would expand the annuab/;ate base revenue requirement from a
1981 Low of $33,000 to $65,2328,000 in 2010. PG&E asserts that the
required development is bgyond the ability of the system's ratepayers
to absorb. (The entir%/population of Tuolumne County is presently
about 37,000, not all of whom are system custonmers.

Concerning srate treatment, PG&E's A.54199 had requested an
increase in rates ayeraging 95.6% and in D.87468 (June 21, 1977) an
increase averaging/77% was authorized. In A.58631, filed January 25,
1979, PG&E was awérded additional rate relief (primarily due to
increased labor /costs) and a return on rate base of 9%.

2 Tha improvement plan is not a specific construction plan but a
general plan containing construction estimates.

-3 -
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Service from the Canal

The agreement contains a section on service from the main
TZuolumne Canal. While the canal remains PG&E's propérty, customers
served from it are deemed to be the County's customers and shall
continue to be served. The final sentence of Section 11(a) of the
agreement states that the County "may furnish increased water service
o existing retail or new or existing resale _cUstomers, dut shall not
accept new retail customers who would be sérved thereby." (Emphasis
added.)

Amplification of the purpdse of this section was
requested. (According to a Notpmber 17, 1983 letter from counsel for
PG&E (a copy of which was provided the County Counsel), the
restriction insures that service furnished from the c¢canal by the
County will not unduly iuférfere with PG&E's hydroelectric
generation. The letter/;tates, in part:

"PGandE is petaining the Canal for generation
purposes An connection with its Phoenix Project.
Such generation requires a uniform flow in the
Canal. / PGandE and the County recognize that
there/is a duty to continue service to existing
customers served off the Canal, dbut if the County
were free after transfer of the System to add new
rerail (i.e. individual domestic) customers, the
pgak demands of those customers would result in
ﬁ%ily diminution of the flow in the Canal.

Resale (i.e. wholesale) customers, by contrast,
are subject to contractual restrictions that
limit the peak demand they may place upon the
Canal. Moreover, although Article 11 leaves the
County free to add new resale customers served
off this facility, the County will if it does so
eventually be required to pay PGandE for the
water necessary to serve such customers at a rate
equal to the value of the water for power
generation purposes. See Article T(f) of the
Purchase Agreement. Thus, the County will have a

strong incentive not to add new resale
customers. .
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In answer to concerns about the County's financial ability
to operate the utility, County intends to apply for federal
funds for svstem improvements. If such funds are ‘available
to County, they will be a low cost funding source which is not
available to PGandE. In addition, County may bg,able to achieve
other economies through'its operations or tbe’gypes'éf improve-

ments it makes,F\ll, "f"‘/" RI(CM
Al fant fiboe wriomd U mM»-WJ
v ordnl o P6.TE L e &va 5 b1 T & sondl
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FAIVing thorougn.iy reviewed the contents of our
correspondence file, we find that no substantial issue within our
Jurisdictio?/requires a hearing, and that the specific issues before
us would n?c be developed by scheduling a hearing. In the absence of
a 3tatutory requirement, a public hearing is not necessary when it
will not serve to enhance or assist development of the record.

(Denver Unpicn Stockyard Co. v Livestock Marketing Ass'n. (1958) 356
US 282; William B. Zaharin (Ty Roe Enterprises) (1976) 80 CPUC 434.)

No further notice to the public of the transfer is

necessary, except as provided in the order.
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Review of the Agreement

None of those requesting a hearing specifically attack the
provisions of the agreement. Assuming that certain language in some
of the letters challenges the price the County is to pay as
unreasonable, such a contention is frivolous. The price of $900,000
is well delow both the net beok value of $4.1 million, the historical
¢cost before depreciation of $7.1 million, and the depreciated rate
base of $2,955,700.°

If anything, considering the price, oii/rdle here would be
to assure that PG&E and the ratepayers to whom~it remains responsible
are acdequately compensated, rather than Eg/be concerned about a
possible overpayment on the County's part.

The price is fair to PG&E because it is relieved of
substantial improvement costs °:i9/€£e next 30 years. While as we
have stated, PG&E is entitled t¢ pass those costs to the ratepayers,
the extent of the required improvements would make this difficulet.
County, on the other hand, As not bound by our previous orders and
may be eligible for fij;?al assistance.

Regarding the/"supply of water" provisions outlined
previously, a review gf them demonstrates that they are definite
enough and fair ¢to th parties.

Eanvironmental Consz:

The sysfem will be transferred in an "as is" condition.
The traasfer itself has no effect on the environment, and this type
of proceeding ié not subject to any statutory requirements requiring
an environmental impact report or a negative declaration.

Findings of Fact
1. The price of sale and terms of the agreement between PG&E
and County are reasconable.

rations

° This is the estimate adopted in D.92490 issued December 12, 1980
(A4.58631). Tuolumne Water System's books are separate, for plant and
accounting purposes, from PGE&E's gas and electric operations and from
other water systems.
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