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Decision No. 92297 \CCT 8 1980 

3EFORE T:-:E PUBLIC UT!!.I'l':rzS CO!-1l'·n:SS!ON OF THE S':'A':'.Z OF' CA.I.I::'O? ... 'J!A 
A~~l:'ca~:'on o~ PAC!?!C GAS &~ ELECTRIC ) 
CC~~\~ !o: authority, among othe: :hi~g$,) 
~o i~c:ease its rates an~ charges ~o: ) 
water se~r.lce prpVided by the Angels ) 
~'/ater System. ) 

( 'ila:eer) ) 

Application No. ;86;; 
(Filed Januarj 25, 1979) 

/ 

~~alcol!!1 H. ?urbush,. Robert Ohlbaeh, and 
Josepn s. Englert, Jr., A~torneys at 
Law, for ?aci!ic Cas and Electric 
Compan7, applicant. 

Ceor~e A. ~ub~~v, Atto~ey at taw, !or 
C/TY 0:' Angels ~, :?rotes~an~. 

J~.:Jn!':~ M. 3p.uov, At,:o:-::.ey at. La .. ,." !o: 
Cal~~o~~a ~a~ '~"-~au ~ede-~·~o~. ~~d ... .... .. -~ tit -. ... {It.,/'--_..,; • • 0 ~ _ •• 1 Q".I.. 
r-1arsh, ~-tastag::li « Ma:Sh, by Mp.ur-ee!': c. 
~'Jhel p.n, Atto:-::ey at I.a~, !or f!i:e::-nat:.or:.al 
BrOther~ood of £leet~Cal Worke~, Local 
1245; interested pa:-ties. 

Cr~nt E. Tanner r Atto~ey at law, and 
Art.cu!" Mar.gold., :'or the COc:nission st~!. 

S~~~a~r o! ~ecis!on 
OPINION -----. ......... -

T.b~$ decision grants ?aci!ic Gas ~~C Elec~:ic COcpany (?C&E) 
the firs~ i~crease i~ water rates Since 1953 for its Angels Water 
Syste: (~gels Syste~). :he decision authorizes ~~ !nc:ease in 
~a~es ~o yielc a~ditional :evenues o~ Sl75,200, a ret~rn on rate 
base of 9 perce~t, and a retu.~ of 11.~9 perce~t On eOQ:on equity. 
!he inc:ease is authorizec to be i=plementee in thre~ steps. 

This is an application by ?C&E seeking ~~ increase i~ 
rates and cha:ges ~or its Angels Systec. Because o! inter:-elated 
s\:bjee~ :nat.ter this application was consolidated for hearing with 
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~he following other ?C&E :lpplic.'1tions lor :LnCr(.!:1~C:: in w,'=!tcr r:ites: 

A.5862S (1/Jest,ern C:ln:lJ '11,1tcr System), J\. 5B('30 (J:1cJ.:~:;on W[ltcr Sy!"'; tc:n) , 

A.58631 (Tuolumne ~:J~t,cr System), A. 58632 (Pl :J(;cr ~·J.1t,..:r Syot.cm), :mel 

A.58629 (Willitz Wnt,cr Syc.tcm). 
A d\.l.:ty noticed public hc~ring W:l~; h·.!ld in this m.~)tter 

before Administrative Law Judsc Don,')ld 13. J:l!'vi:3 in An~elz Cn.rnp on 
August. 17, 1979. F\.ll'"thcr hC:lrin~ W.:lZ he] d in S:tn Fr:mci:jco on 

September 11, 12, 13, 14, 24, 25, 26, 27, 28, .:lnd October 22, 23, 
and 24, 1979. The proceeding was submitted subject to the filing 

of briefs which were received by Novc:':'\ber 20, 1')79· 
wescriotion of System 

PC&E's Angels Syst.ern serves tr(~tt.t,(~d domestic w.,ter to 

portions of the city or: Anee1s Camp, the comrr.uni ty or Al t:)ville, 

and c~rtain adj3cent arC3$. 
This system served 943 customers in 197$. Water for the e A:'1gels System is diverted from the North Fork of the StD.nisJ.nu~; Hi vcr 

by the ?C&E' s U-:.ic~ Hydroelectric Project ."lnd from Anecls Creek by 

i-:.s A:'l~elz Hydroelectric Project, both beinc under license by th0 

Fedcr;;l Regulatory Commission. The Angels System con~ist.$ of rl ..... nt.er 

'trCJtment plAnt Jocrlted ~t Pipe Reservoir situ~tcd to the northcJst portion ( 
of the City of Angels ~nd a pipe distribution system within the trc~ted l 
w.;'Iter- service area. The cap.nci'ty of the Anr;c 1 s· w~ter trCtltmcnt 

?l~:'lt is ~bout 2.2 million e~llons pcr dny. It supplies completely 

tre3teci water to .:I 1.3 million-S3Jlon ~unitc-1.incd reservoir adjncent 

to the pla:'lt 't/hich flows on the gravity distribution system. 

;-: ... ')t.eri~l Issues 
The ~ateri~l issues presented in this proceedine ~re: 

(J.) !s PC&E entitled to .~n increosc in rntcz? (2)!f PC&E is 

entitled to ;; rate incrc.:lse who.t is t,he ::lppropriatc a/nount? 

()) Should any increase be implemented in on(! step or.· several? 
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(~) What is t~e app~opria~e ~a~e design for any inc~ease which 
:ay be ~anted? (5) Shou1~ the Com=!ssion disallow for ~ate~ing 
purposes the ~iscount '~ch PG&E provi~es its employees? (6) Should 
the Comcission in dete~ning expenses ~tilize the wages ~aid oy 
?C&E u:de~ the statewi~e collective oa~gaining agreement wr~ch 
it has with the Internat10nal Brotherhood of Electrical ~Ilorkers? 
(7) Should the :-ates !or Angels Syste:: continue to be based on 
its costs and expenses? (8) Should PC&E· be re~ui~ed to ~eplace 
sections o! water main in the vicinity of Copperopolis Road and 
::~g.."way 49? 
?~esent and ?~o~osed Rates 

The ~resent gene~al rates of the Angels S~te~ we~e 
authorized oy Decision No. ~9452, dated December 21, ~953, in 
Application No. )4090. The rates bec~e effective on :ebrua.-j 15, 
195~. It was estiQated that the authorized ~ates would produce 

~ a rate of ~etur: on ~ate base of no :ore than 3~ percent !o~ 1953. 
The rates cu~ent1y charged were :ade e!!ective September 1, 

19i5 by Advice Lette~ No. l62-W. Advice Lette~. No. 162-W '4aS 

~iled J~17 28, 1975 pursuant to Ordering ?arag~aph 5 o! this 
Coomission's or! 19. !he p~~arf pUr?0se of OI! 19 .~ to r~duce 
rates oy passing on to custoce~s the ad valore~ ~ax savings res~!~ing 
froe ~he ad~ition of ~iele x!!!-A to :he Constit~~ion o£ the 
State of Cali!ornia (Jarvis-C~~ !r~tiative, Proposition 13). 
:h~ =ech~~s= e=~loyed is an addition of a Tax Ch~~ge Adjus~en~ 
Clause (TCA-C) :0 the P~eli:i!larj State::nent !o~ ?C&E Tari~! Schec.ules 
ap~licaole to water serJiee i~ :he Angels Systec. The TCAC 
speci!ies :hat the rates given on the tar1!! sheet for each ~ate 
sched~le are to oe reduced by 8.6 pe~eent. Angels Syste::n's cu~ent 
gene~al :::ete~e~ se::-r.ce ~a:es are as £011.0·1IS: 
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~tes 

Qua."'lti -:y Rates: 
Per Meter 
Per Month 

First 500 cu.£t. or less ....... ............... Nex: 2,500 cu.£t., ~er 
Over .3,000 ~J..!t. , per 

:.z::.,ni.:n.u: Charge: 

For SIS x .3/4-inch ceter 
For 3/4-inch ceter 
For l-inch ceter 
For 1-1/2-inch meter 
For 
For 

2-inch ::leter 
3-i::'Ch ::leter 

100 
100 

cu.ft. 
cu.!t. 

. . . . . . . . . . . . . . 
•• e· ••••••••••• .. 

· ... ,. ..................... . 
· ....................... . 
· . . . . . . . . . . . . . . . . . . . . . . . 
· . . . .. . . . . . . . . . . . . . . . . . . . 
· ......................... . 

$ 2 .. 50 
.20 
.10 

2 .. 50 
.3.00 
4..2; 
6 .. 50 

· . . . .. . . . . . . . . . . . . . . . . . . . 10.00 
15 .. 00 

For 4.-i::.ch :eter ............................ 22.00. 
For 6-i:ch ~eter ......................... 45.00 

The M1~ Charge will entitle the Customer to the 
quanti ty of water ·Hhicll that Mi::.i::t::: Charge '..vill 
purchase at the Quantity Rates. 

?C&E introduced evi~ence wr~ch i::.dicates that at present 
rates it had the follOwing actual and est~ted rate of retu~ ~ro= 
the Angels Syste:: 

!e~!" 1<;77 Year 1978 Year "0'"'9 Yea: 1920 .,/ .~ecorc.ec. AC.Jt:s~ec. Zs-:i:::a-:ed ~ti::a,:ed ::s~i~a~ed (6 .. 89%) (6 .. 20%) (7 .. 71~) 
At ?~esent Rates 

(Ree. 
(8.42~) (9.6)~) 

Figt!:-~) 
':),.. ,,- '.:' :.-.... i h' .. .... S t • ~ see.~s r.e. e n a.ut .. or:. ""7 to :-a:.se I\..'"lge~s ystem ~a es 

to gene:-a.te ad~!':ional :-evenues of S220,000, 0:- 4.00 pe:-cent; 'Nh!ch 
it Contends will allow it to earn a :-eturn of 9.S4 pe:-cent on 
:-ate case. Because of the %3~-itude of the proposed inc:ease, 
?C&E P:-Oposes to i~plement it in two steps at a one-yea: inte~al 
as !011ows: 
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Ste"O 2 Ste'!:) 1 
Per Meter 
Per Month 

Pp..,.. Me'te ..... .",... .. - .-

?..a.t.es 
Service Charge: 

For 5/S x 3/~-inch meter · ................. 
For 3/~-inch meter · . . . . . . . . . . . . . . . . . 
For l-inch meter · . . . . . . . . . . . . . . . . . 
For l~-i:ch ~eter · . . . . . . . . . . . . . . . . . 
For 2-inch meter · . . . . . . . . . . . . . . . . . 
For 3-inch ~eter · . . . . . . . . . . . . . . . . . 
For ~-inch meter · ................. 
For 6-inch meter · ................. 

Quanti t.7 ?.a.tes: 
:i~s~ 300 cu.!t., per 100 eu.!t.. 
Over 300 cu.£t., per 100 cu.£t. 

. . . . . . . . . . 

. . . . . . . . . . 
Yd.:i=:u.:l. Charge: 

!he Service Charge. 

$ 4.70 
7.00 

11.6; 
2:3.30 
37 ·35 
70.00 

117.00 
2:3:3 .00 

S 0.3"-
0.51 

The Service Charge is a readiness-to-serve charge 
applicable to all measured General Metered Se~ce 
and to which is to be added the ~onthly charge 
computed at the Quantity Rates. 
under the PG&E ~roposal the ~onthly bill for t.he 

average Angels System c~stocer1l would increase !rom ~.40 
to $:1.59 at S~e~ 1 and S17.~ at Ste~ 2. . . 
?ositior. of the Coooission Sta!! 

Pel'" Month 

$ 7.00 
10.;0 
17.50 
:35.00 
56.00 

105.00 
175.00 
350.00 

S 0.50 
0.76 

~e Com=ission s¥a!f (s¥a!!) ~akes the position that a 
retu~ o~ rate oase o~ 9.84 ?e~cen~ ~s a~propriate for the ~~ge1s 
System. It produced different es~~~ates than ?G&E on revenues an~ 

11 Based on consuzption of l,~50 cu.£t. per =onth. 
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expe~ses. !t conte~d.s ~ha~ ~he ad.di~ional ~evenues requested by 
?C&E ·~u1d. ~rod.uce a retu:n on rate base of 16.95 percent. !he 
s~a!~ reco::ends an increase in revenues of $166,100 "Nhich 
according to the sta!~ would. jield a retu.~ on rate base of 
9.84. percent and amount ~o a 2e2.5 pe~cen~ increase in revenue. 

Some of the reasons for the differing est~tes are: 
(1) The staff contends that PC&E employee discounts should not be 
co=sid.ered for rate~g pUr?0ses, (2) the staff contencs tbat 
the wages paid. by?G&B pu~su~~t ~o its·union contract under ~on 
work rules should. not be d.irectly applied. for ratemaking purposes, 
and. (3) ~he star! :ad.e different ad.just:ents in the ~ounts' 
u~ili:ed. ~or uncollectibles, interest charges, penSions acd. benefits 
capital1:ed., allocatiOns, depreciatio~ ar.d. other expenses. 

, !he staff also contend.s that ?G&E should be ordered 
to replace approxi:ately 2,200 feet of water ~n ~ear Copperopolis 
~..l ..I ';1' • '9' .:"1 M ·-h .. oa"", an"", .. il.g.:lway "100 to ~crease ... re ... _OW' :Jon .., e area. 

" 

e ?osi tion of Ar.'2:~ls S"fst.ern Customers 

·e 

~Nenty-ei~~t :embers of the public gave sworn st~te=ents 
at the hea.~ng in ~~gels Camp. Some witnesses testified that 
there were ~any eld.erly and other persons with loW' incomes in 
the area and the proposed. increase would. have a subst~~tial adverse 
i:pact on the:. Several testified. that if the proposed. increase 
were granted they would not be able to afford to wa~er their 
ga:ce~s ~~d. maintai~ the greenery a:ound their houses. Six witnesses 
sta~ed that ~hey believed soce increase 'NaS warranted but that ~he 
one proposed by PC&E was ~oo hi~~. One "Nitness indicated that there 
°NaS a high rate o£ une:ploy=en~ in the area. Two witnesses 
tes~i£1ed ~hat in ~heir opinion, water rates should oe ~he same 
throughout the State. 
Position of International Brotherhood. of 
Zlectncal ~'rorkers 

The !~te~ationa1 3rotherhooc. of Elect:ical Workers, 
local Gnion No. 12.!o.5 (!3E~'l) appea::"ed in this proceeding. !he !EZ:" 
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. h - '" C .. ., ..I .....1 ... -'lot • 1:'1:' contenc.s t a ... t .... e Or::l:.ssJ.on snou_"", no ... a"",op ........ e s ... a: ... 
~eco==encation to el~~i~ate consideration o! the employee disco~ts 
!o~ :-atecaking pu~oses. The I3E~" argues that t.his recoc:nendation 
is contrary to Commission Decision No. S96SJ and a prohibited 
interference with the collecti~e bargai=ing p:-ocess. It argues 
that the reco:mendation would inter!ere with the vested benefits 
of retirees. !he I3~~ also contends that disallowance for rate
=aking purposes of the '~ge rates and work practices provided for 
in its collective bargaining agreement "#ith ?G&E would be contr~ 
to public policy and. not in the best inte:-est of PC&E's customers. 
Discussion 

As indicated, ?G&E has not been authorized to inc:-ease 
the :-ates ~o:- its Angels System since 195~ . 

. "The the,o;:oy on which the sta'Ce exercises c.oo:e:::-ol 
over a public utility is that the property so used 
is the:::-eby dedicated to a public use. !.he 
dedication is quali!1ed, however, in that the 
o"~er retains t.he rigA'C to receive a reasonable 
compensation for use of such prope~7 ~~d for the 
service ~erfo~ed in the o~eration an~ mai~tenance 
thereof. j, (Lvon 6: !-roaQ! v Railroad Corn:nission 
(1920) lS; C 14" ~47; ?ecera~ Power Co~~ss~on v 
Hotle Na.tural Gas Co·. (1',.") j2U US '':I~.) 

:he record clearly indica~es that some increase is wa~ar.ted. 
:~ considering the magnitwde thereof, the Co~~ission will use 1980 

as t~e test year. 

A. Consicieration o! Custo~er Con~entions 
?C&E operates a statewide syste~ for the generation o! 

elect~ic powe~, a gas ~istribution system, a s~eam ~istrib~tion 
system, and six local water systems, which are not interconnected. 
Longst2nding Comm~ssion and federal regulations require PC&E 
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to accou~t for revenues and expenses of electricity, gas, and 
stea~ sales in separate proceedings dc~ling wlth those sources of 
energy. (Re Electric Utilities (1937) 40 CRC 777; 16 USCA § 825; 
Re Cas Com~anies (1960) 5$ CPUC 309.) 

The six water systems arc in different areas of 
Northern California. They have different costs and expenses and must 
be treated as separate entities for ratemaking purposes. 

B. Em~lovee Discounts 
For many years prior to the advent of a col1ectiv~ 

barStlining azreement with IBE\'I,. PC&E gave, its employees a 25 
percent discount for utility service which it furnished. The 
discount applied to retired employees. The first collective 
oargaining agreement between PC&E and IBEW provided for maintaining 
all employee benefits then in existence. The present"agreement e provides that PG&E shall not "(1) abrog:::lt.e or reduce the scope of 
any present plan or rule beneficial to employees ••• or (2) reduce 
the wage rate of any employee covered hereby, or change the 
condition of e~ployment of any such employee to his disadvantage." 
(Exhibit 65, § 107.1.) 

/ 

In Applications Nos. 55509 and 55510 which were applications 
by ?G&E ~o increase electric and gas rates, various par~ies urged 
the abolition of ~he PG&E employee discount. The staff took the 
position ~hat the discount should be maintained fo~ then current 
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::eeirees and phased out: over a 2- to 4 .. year period.. In Decision 
~o. 89315 entered '0'0. September 6, 1978, a divided Commission 
orcered the phasi~ out of the employee discount with continuation 
pe~tted to those persons retired as of a specific da~e. Various 
petitions for a rehearing were filed. !hereafter, on November 9, 
19i8, in Decision No. 89315, ~~e Co~~ission, in Oeeisio~' 
~o. 89653, modified Decision No. 89315 eo provide for retention of 
the employee discount and denied rehearing. 

follows: 
!he pertinent: portions of Decision No. 89653 are as 

"'!be Commission is of the opinion that: elimination 
of employee discount rates is i~ppropriace at 
cbis ti:e since recent: federal legislttion 
~rohibits taxation of these benefits.-I 

~ployee discount: rates ap~arent:ly will continue 
to be a tax free fringe benefit, and any 
additional cost that el~nation of the cisc~unt 
:ates eight create shoulc not be ~laced on 
?G&E's customers absent a convincing showing 
t~t such additional cost will not i~ fact occur 
and that: the discount :ates are a disincentive 
eo energy conservation. 

"];/ On October j, 19i5) ?:esident: c.a.r-:er signee 
~.R. 12841, which prohibits the issuance. of 
regulations that would include employee 
f:i:lge benefits i~ gross incoce. I' (Slip 
D • . , ) ecJ.sJ.o'O. p .. _. 

"Il' IS. FOR'l'HER ORDERED that Ordering ?aragrapas 9, lO, 
ll,anci 12 on page 33, Findings 2, 5,3nd 6 on page 25, and 
Conclusions 1 and 2 on page 26 are deleted f=a= Decision 
No. 893.15. 
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"I! IS FU'Rl'HER. ORDERED that tbe following findings and 
conclusions are inserted in Decision No. 89315 as follows: 

"On page 14a, Finding la: 
'la. CV'R is an effective conservation measure . 
and in view of PG&E's deconseraeed reluc:ance 
to implement C"VR, it is reason.:lble to req,uire 
~ to revise its tariffs so that the maxi=um 
energy savings of eva will be achieved.' 

liOn page 25, Findings 2, 5 and 6: 
'2. J:C& t S e:p1oyee discount: rates have not 
oeen shown to be a disincentive to energy 
conservation. t 

'5. E:ploye~ discount rates will continue 
to be a ta~ free frir~e bene:i: since recent 
federal legislation ?rohibits the issuance 
of regulations tbat would incl~de e~ploy'ee 
fringe benefits in g::os~ income.' 

'6. El~nating employee discount rates ~ould 
ul:i~tely result in L~creased cost of 
service. ' 

"On ~ge 26, Concl~ion l: 
'1. Based on the evidence in this record it 
c~nnot be concl~ded that emplor,ee discount 
rates should be discontinued." (Sli? 
Deci,sion p. 2 .. ) 

In this proceeding the s~:= does not directlyat~ack 
~he e~ployee discount. I: argues that the discount should not b~ 
~llowed for rat~king purposes herein. !he ~3tionale for the 
staff's ?osition is that n~all employees who receive the dis~ount 
are used or useful in the water. utility operation and that inclcdi:g 
:he equivalent number of full-time employees actually engaged in 
water o~ra~ions wo~ld have ~ negligible effect on revenue estimates. 

I3~; contends t~t the discounts ~re pa~ of the collective 
bargaining agreement with PG&E and refusal to consider the~ for 
:-ate:l3ki::.g pu.r?oses is an i::per.nissible int:usion into the collective 
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oa:gaining process which is pree~pted ~der federal law.~/ IBEW 

argues ,that t:~e staff position is contrary to Labor Code Section 923, 
which provides in par: as follo~s:, 

"In the interpretation and application of tllis chapter, 
the public policy of this St~te is declared as follows: 

"Negotiation of terms and conditio1lS of laoor 
should result from volun~ry agreement between 
e~ployer and employees. Governmental authority 
has pe~~~ed and encouraged em~loyers ~o 
organize in the corporate and o~her fo~ of 
capit~l control •••• !here!ore i~ is ~eceSS~f 
that the indiviciual worlc:oa.n have :ull freedom 
0: association, self-organization~ and desi~
tion of representatives of his own choosing, 
to negotia~e t~e te~ and conciitions of his 
e=.ployment." 

Finally, 13ZW contends tr~t ehe C~ssion should follow that aolding 
in Decision ~o. 39653. It asserts that if the discounts are 
eli~ted, greater revenues for BG&E will be required to pay for 
the st.:bst:"..tute, taxable benefits to 'i1hieh the employees "N'ould be 
e::.title.c. 

1?G&Z argues that employee discounts are par: of its 
collective bargaining agreement and should be allowed in this 
?roceeding. It contends that if the discounts are disallowed, :~e 

staff presentation :3i15 to provice for additional'revenue neeessa:y 
to compensate for the disallowed benefit or the source of such 
reVe:l.ue. 

?G&E grants its employees and retired e:ployees 4 25 pe:cent 
discount for every service it provides to residents of the ~rea in 
which the ~ployee resides. If water, gas, ane e1ee~rie service 
are provided to re.sidents in the area in which the em?loyee resides, 
he or she will receive discounts on e.ach of these services. If none 

3.1 ~&E is eng~ged in in~ers:~te commerce and is an employer within 
the ::leaning of the N3tio~1 Labor Rel..ltions .~c:, 29 'Usc 5· 151, 
et seq. 
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of the services is p~ovidcd in the Drc~ i~ which th~ employee 

resides, he or she .,.,.111 receive no di!JCOllnt,!;. 

The record indica~ez ~hot )0 ?C&~ employees receive a 
water discount in the Aneel~ Syztcm. 

The imp~ct on revenues of the ~t~fr'z propo~cd 

reduction is as follows: 
Revenuc Reduction Due to 

Em'Oloyec Di:'.,,;col1nt. 

Present R.:1tcs 

Numbc-r of 
ErnployC!e 
Cu:::tomer5 

~~gels Syztcm $$70 t2,000 30 

The contcntion of IBEW th.:lt tbe Cor:lmission n1<JY not ciiS.:lllow 1 
the cmployc~ discounts bcc~u$c the N~tion~l L.:1bor Rel~tions Act 
(~U\ .. \) preempts the Commission from in::cr.l~ring with thc terms of 

the collective b.::rg.:1 ining .lgrct.!n\ct'\t n<.:<:<l l,\Ot be cOt"1.sidc:::ed Olt length. 
Section 3.5 of Article III of the Cnli£orni~ Constitution, ~copted 

4t on June 6, 1978, provides th<lt: 
!lAt". administrotive agency, including .:In .::clministr<ltive 
.:lgency created by the Constitution or ~n initiative 
statute, b:ts no por..:cr: II 

"(C) To declare .0 st.otutc uncnforce.:lble, or to 
refusc co enforce .0 s:.otutc on the basis 
that f:cder~l law or federal rcgu1.otions 
prohibit the cnforcc~cnt of such st~tute 
unless sn .lpl'cll.:lte court h.os rn..ldc .'l 

determin.otion that the enforcc~ent of 
such statute is prohibited by fcder<ll law· 
or fcdcr.:ll regul.o t ions. " 

IBEW has citcd no .:lppcllace court decision which holds tholt provisions 
of the NLRA preempt the C3lifornia constitutional and st.ltutory 
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provisions which confer r~te~king jurisdiction on this Commission. 
Assuming arguendo that I~~;'s con:ention is eor=ec:, the Commission 
has no jurisdiction to act ~pon it in this proceeding. 

On the merits, the Cocmission is of the opinion that the 
e~ployee discount sho~ld be allowed for rate~king ~ur?oses for tbe 
reasons which follow. 

E~ployee discounts are part of a to~al co~ensation package 
embodied in a collective bargaining agree~ent between PG&Z and IB~~. 
S~ch agreeQents are favored by federal and state law. (29 USC S 151 e~ 
se<:.; Labor Code § 923.) There is no evidence in this record whicl:l 
would support a finding that the total compensation package 
embodied in the collective bargaining agreement is unreasonable. In 
Decision ~o. 89653 the Co~~ission found that PG&E employee eiseounts 
should not be eliminated. If reasonable compensation paid to e:r:ploye-es is 

tt excluded :ram consideration for ratemaking purposes, the effect 
will be a surreptitious diminution of PG&E's ~utho=i%ed rate of 
return. 

!:e staff presentation in support of excl~di~g e~loyee 
discount for ratemaking purposes was weak and not well co~sidered. 
!he st~ff engineer who testi:ied in suppo~t of the pOSition had 

never exa~ned tbe collective bargaining agreement ~nd ~as not very 
familiar witb Decisions ~os. 89315 and 89653. (RT 539, 59l.) Ibe 
record clearly indicates that many PG&E e:ployees, at different 
tices, ?er:o~ f~ctions for its various depart=ents (gas, electric, 
water, and stea~). !he staff ~itness made no attempt to quantify 
this with respect to the 'Nater ·syste::. (aT 6;32.) rinally, the 
lack of logic: in the staff "s position is illustrated by the 
following colloquy between the presiding Ad~nistra:ive· law Judge 
and the witness: 
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" • .u.J J.~~"iZIS: Well, aren It ;tou saying it should be 
disallowed for racemaking purposes which means it 
does no~ co~e out of operating revenues, bu~ comes 
out of shareholders' money? 

"nm WI'Im:SS: No. 

"AI.J JARVIS: w"here does it come out if it does not 
come out of allowed revenues? 

"'mE 'W"'I'm't"....sS: I am. :lot saying the disCOW'1t for the 
used or useful employees should not come out of 
revenues. 

1tAJ..,J JARVIS: No, you are :estricting it from all 
employees? 

"!BE w'"IntESS: Yes. 
"ALJ JARVIS: So> to that extent, to the exten~ 
tbat that is covered in the union cont=~ct as 
implied by tbe questions and what you are 
saying is it is not funcied out of o'Oeratill~ 
revenues of the company -- is that correet~ 

"'l'".dE WI'INESS: ! would con-ect that a little 
bit if I ~y, my perception of it. 

ITIt should not come out of the reve~ues 0: the 
water depart:ent. 

"I would have no objection to it coming out of 
the :evenues :or the enti:e PG&E operation. 

"ALJ J .. ~VIS: well, couldn't the argument be 
~de in an electric or gas proceeding t~t 
since they were water catters that they 
should not came out of the other de~ar~n~s7 

"Don' e we go through a little circle that 
doesn't come out of any cepartcent, but in 
each case you say i~ comes out somewhere 
else? 

"!BE W'!INtSS: I Gon I t: know, . and I don r e 
think so, thol.lgh, because I think t!:l.at: with 
what we have to lool~ at here is that given 
the e~~mple of tuolumne, again, where there 
are 60 employees or retirees who are eligible 
for it." 
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"AJ.J JA..1i.V!S: ! 'I.!."'J.c.erstand. You are c:Lai:ing that 
only ten are useful. 

!frtJha t I':n saying: i! ONe adopt your -:.heo:-y, ."re 
con'~ need to go th:ough the facts. We all 
1.!nderstand. what Y(,)1)r postulate is for this .. 
You say it should not come out of the water 
thing, but you have no objection if it comes 
out of somewhere else o£ the operating 
revenues ot the company. 

"1'::1 asking you where in the company it comes 
out o~, and would not the same objection be 
:ade ~ these other de~a~ents in another 
case before the COmmission? 

"1"':03 ~NITNESS: I dOll' ': cow. 'f 
~e COc=ission will inc:Lude the employee discount ~ 

es~i=ati~g revenues in this proceeding. 
c. Union Wa$~ Rates and Workir.~ Practices 

As later conSidered, the statf in presenting its O~~ 
estimates for the test year made ce~ain adjustments to the 
est~ates presented by PC&E. Among the adjust~ents was one !or 
~¥. pa~oll. There was testimony in the consolidated hearing 
about wage rates and union work practices. !he testi=ony dealing 
·~th wage rates for cleaning ditches is not applicable to the 
~~gels System, "Nhich is a treated water, piped d~stribution 
system. Eowever, the staff took the position that the Cocmission 
sho~ld ~o~ give f~l reco~-i~io~ ~o the ~~on work ~les for ~he 
purposes of ratemaki:g. (RT 685.) 

The union ~ork ~les are pa:t o! the collec~ive bargaining 
agree=ent hereto~ore discussec. As i~dicated, the collec':i~e oa:gain
i~g ag~ee=e~t is consonan~ -Hith !e~eral and s~a~e policy. Assuoing 
the Coc=ission has' j~sCiction to disregard the agreecent ~or 
rate~aking pu~oses, a strong showi:g or ,,~-easonableness should be 
required before i~ does so. Zhe star: Qa~e no such showi~g in 
... '-~ d' ~~S procee ~ng. 

The Coc:issior. ·Nill not disregaw~ for rate=aking purposes 
i: ~his proceeding the wages ~~d work ~~es provided !or in the 
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co11ec-::. ve 'oa:gaining agree:::en:t between PC&E and I3E~'1. Howe",er, 
~his de~er.:ina~ion does no~ =ean adjus~~en~s "Nill not be ,~de for 
any ine££icien~ use of labor by PG&Z. 

D. Water Con~~~~ion and Ooera~in~ Revenues 
?~ and the s~a£f i~~roduced evidence of di!!ere~t 

es-:~ates of water co~umption and opera~i~g ~venues for the 
~est.. year. The d.i£!'"erences are su::m:arized as f'ol!ow.s: 

~ater Consum~tion and ~erating Revenues 

Total Opera~ing Revenues - 1980 
Presen-: Rat.es 

Sta.!!, Uti lit..,. 

S 58,800 S 54,600 
301,200 275,400 

Stat! 
Exeeeds Utili':..,. 

$ 4,200 
25,800 ?ro~osed Rates 

The gro·N'th. oj .... ...... residential customers of t.he Angel~ System 
~: 1978 was g:eater th~~ had been,est.i:ated by PC&E. The st.aff 
esti=ate for residential custome=s is based on 1978 :eco~ed ~ta 
and cu~ent residen-:ial const~ction. The sta!f esti:ate for 
busi~ess cus-:omers is based on recorded data "~ch shows .. r.t~ually 
:'0 change fro: 197) to 1978. ':he st.a!f est:'::a-:e is more reasonable 
than that of PC&E and shoul~ be ado~ted. 

PC&E i~e1uded in its est.~ate an arbi-:rary 10 percent 
dec:ease i: cons~ption for :esidual conse~fat.ion resulting from 
the 19i6-1977 drou~~t.. TAe st.aff did not. =ake such an adjust:ent.. 
The st.af! ~de independent est.~~tes of consumption utilizing a 
:ultiple regreSSion a:alysis fo: no~ali:ation '~~h the ineepeneent 
variables being ~i:e, -:empera~ure, ~~d p:ecipi~ation. this di!!ere~ 
from PC&E's approach 'Nb~ch for ~os~ subclasses of se~lice ~as a 
regreSSion analysis usi:g only time as an indepeneent va.-iable. 
The s~a:! es~imate of eon~ption whie~ is based on :ore e~ensive 
est.ioates than PC&E's and does not include ~~ a=ount !or resieual 
conservat.ion is ~ore ~asor.able than PG&E's and should be adoptee. 

~e staff es-:i:ate of revenues !or the t.es~ year also 
ei!!e:s fro: that of PC&E because the stat! did not exclude ~h~ e a.,,:ount of the e:ployee discount. The Coc:ission has i"ou=.d ~hat the 
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employee discount should be used in ezti:notine revenuez in thi~ 
proceeding. Therefore, the st.1ft cstirn:ltl~ wi] 1. be modified to 
reflect the discount. 

1 

(~) ?urch~zcd Power 
PCt.:E inc) uded i tz C~jti:n:)t(~ i"Of" purch,'''Iscd pow.!::" 

expensez in the c3t'~cory of "town other" /~;<i'(~m~(.:-s. The Anec) 5 Sy~tem 

has only -;. ..... '0 pumps. Both ;Ire loc.:ltcd tIt t.hc fiJ ter plAnt. Th~ record 
indicates that the efficiencies meet the critcri0 cztabJizhed in 
connection with C.')se No. 10),] 4, nn open procc(!dinr.; rcl.'lting to 
w3ter conservation. In m::lkine i tz cztirn:.,tc of purchnzed power <!xpcnsc, 

the staff calculated the power required to produce 100 cubic feet 
of trcoted water. This was done for c~ch of the lozt five ycnrs. The 
lowest power :-cquirement ;)mong the £,i ve y(~o.rs wac nc::;umcd to indicntc 
the peak pu~p e£'ficiencie$ achieved durinc the period and W3S e multiplied by the curr~nt cost per kVJh t.o (~stimat<! thr,; cost of 
producing 100 cubic feet of trcntcd wntc~. The ztaff cstimDtc of 
$6,800 for purchased power iz rcasonnb]c nnd should be .::tdopt(::d. 

(b) ?urch~zcd Chcmical~ 

The staff and PC&E bD~0ci their purchosed 
chemicals estimates on recorded costs. Chemical co~ts per 100 cubic 
i'~et of tre3t~d wat.~r ho.ve been risinc; for t.he AngeJ.::; System. The: 
ztai'£' estimate, which is based on the trend, is SO.02e9~ per 100 
cubic feet ot tre.'lted water produced. MuJt.ip1yine thi!j by the 
staff's 1980 estim~te of 258,)00 cubic fC0t of trcoted water resultz 
in a chemical cost of S7, 500. The st[lft'~:. e0t.it:'l~te is more rcnzonoOible 
than PG&E's and should be Ddopted. 

(c) ?~vrol1 

The st~ff.' .:'l5recz w1 th ?G&E's estimate of p~y:"oll 
for customer accounts :md this will not be discus::;c'd. 
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There is a considerable difference between t~e . 
PG&E acd st~=f estiQates for tbe remaining payroll expenses. 

PG&E is ?ri~rily a gas and electric u:il1ty. 
Its accounting proced~es and computer d3ta programs are not set up 
i:. the fon:a t 1.!.St:.2 lly utilizE.d by water utilities. ?G&E r s pay:oll 
estimates are based on a~unts actually ~llocated to the Angels 
Sys:e~ i~ its accounting system and projected for the test year. 
Tbese allocations are derived in the following manner. !be salaries 
0: e:ployees who wor!< fu:'l-ti:ne for the A.."lgels System are credited 
to payroll. As indicated,soce PG&E personnel work for various 
de?a:t~ents. In these i:.st~nces, tbe person's field supervisor 
dete~es the percentage of ti~e worked in eaeh de?art~ent. !he 
dollar value of the percentage is placed in the payroll item for 
the appropriate department. !be percentage allocations cade by 

~ t~e field supervisor are not audited. 
'Ihe ordinary mec:hodology of the staff in esti:::3ting 

payroll expenses is to eX3mine tbe recorded data for the water 
sys~em in question. In this proceeding the staff :ade varioes 
ciata requests to whic~ PGSE did not timely respond. When it did 
respond, PG&Z found it necessary to =wi~e correct its i~itial 
response. Ce::ain info:maeion requested by the staff could not be 
provided }j 

w~en t~e staff became dissatisfied with PG&E's 
responses to the data requests it ceveloped its own methodology 
for esti2ti:lg p.a.y:o·ll expense. A staff wit:less ::lace a campara
tive analysis of customer expenses for 34 C4lifornia ~3ter systecs. 
Tbe staff exhibit contains a gr3ph which shows that the 0&'1 pay-roll 
cost per customer in the 34 systems selected for comparison ranges 

PG&E contends that to have ~rovided tbe inforcation would have 
required visual search of records where over 15,000 entries a 
day are made, which, it asser'ts, is un=easonable. 
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!~o: SlS ~o $52. ?G&Z·s es~icated cos~ ~er cus~omer exceeds ~his 
range i~ each ot its domes~ic syste:s. In the case o£ the Angels 
Sjste:l, acco::"di::.g to the staf£ it. is" $9:3 per C'Usto:er.. Tlle ".tJitness, 
oased on his i:vestigation, ~eco=:ended ~hat ~~ amount o~ $5$ per 
custo:er ~or O~~ payroll would be reasonable. The sta!~ used these 
a:ou:ts i::. its est~te. . 

In rebuttal, PG&E introduced an exhibit which 
?urports to show that the O&~ pay:oll estimate is a lesser amount 
?er customer than seated by the staff. Under rG&E's fi~res the 
amount'of O~~ payroll per customer, before subtractio~s, is $59.60. 
?G&Z contends that u~ilities with water treat~ent plant$ rAve 
greater labor costs than those ~sing well water or ?urchased water .. 
Ie cont~nds t~a: water treat~ent. labor should be subtracted from 
the staff r S comparison.. PG&E .also contends that its labor costs, 
~hich are based on the collective bargaining contract, are higher 
than those of nonunion utilities and this increment should be 
suotracted in the comparison. With these adjustments, ?G&Z contends 
th:l: its ?ar-01l O&.'! for eb.e A:::.gels System is $33 .ii .. 

!he Co~ssion is of the opinion a~d fines that 
~he me~~oeolog1 ~sed by PG&E to determine payroll O&~ is generally 
~ore reaso~ble ~han ~hat usee by the staff ~d, wi~h a 20 percen~ 

a~jus~:en~, should oe u~ilized. 
PC&E is en~itled ~o have deduc~ed as expenses 

~or rate:aki~g purposes the amount i~ '~ll ~easor.ably spend !or 
Oed.! payroll duri~g ~he tes~ year. As ~lle applicant, it has the 
bu~de~ o£ proof and going !o~~d with the evidence on this issue .. 
(Evide~ce Code §§ 500, 550; Sh~vell v H~~ (195~) 129 CA 2d 320, 32~; 
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Elle~be=s~r v Ciev of Oakland (1943) 59 CA 2d 337.) However, it is 
for the Co~ssion to oake the determination as to what are reasonable 
O~~ payroll expenses. (Federal Power Commission v Ro~e Na~ural Gas 
~1 supra; Citv of Visalia (1969) 69 CPUC 311, 319.) Toe record 
clearly i:dicates that rG&Z has produced evidence upon which 
:i~di:gs can be Qade. 

PG&E based its estimates for O&~ pay:oll on 
recorded data of payroll allocated by its accounting procedures 
to the ~~gels System in past years. Ihe use of r~corded ~ta as 
tee basis for test year es~imates is ti~e-honored and appropriate. 
!be di:ficulty ~th PG&E's figures is that t~e underlying data was 
not provided upon which examination into the following azeas of 
inqui::y could be made: (1) Whether PG&Z' s field supervisors made 
proper tiQe alloca~ions for percentage of salaries charged to the 
Ar.gels Syste:, and (2) whether PG&E used its personnel cost effi
ciently in oper~~ing the Angels System. 

The staff methoco1ogy for estimating 0&.'1 ~ay:oll 
is faulted. As indicated., PG&E is entitled to reasonable ex,?enses 
for operating and oaint~ining the ~n~els Sys~e~, ~egardless of 
wha: reasonable expenses =ay exis~ in ot~er syste~. !be s~aff 
:ethoeology of deriving a per-eus~o~r cost for O&~ pay=oll for 
other syste~ is only a cieviee for tes~ing reasonableness. 

!he staff witness ini~ially selected comparisons 
~QkCn di££~=ed ~terislly from ebe PC&Z water syseems. Some of 
tee exa:ples were f;om large water syste~ wieb over 5,000 cus:ome:s. 
TQereaf~e=, he acded 11 additional examples, which were Qor~ 
comparable to the PG&E water systems to his reports, but he did 
not redo his origi~l esti~tes. Pertinent testi~ny of the staff 
witness ~s as follOWS: 
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"'I'BZ WIDmSS: My first rough esti~te did not include 
systcms~ for want of a better ter.n, cbst are ?G&z-like. 

"I did not think that tha t: was fa.ir to PG&E. 
"So, I included hal: a dozen, possibly 'Core syste:s, 
that were as close as I could come to duplicating 
PG&Z's water Creat~nt system. . 

I'Q Now 7 when you added these syste:lS, did you also redo 
tbe :esults of your original grape which you have before 
you to include those 11 additional syste:s to be 
cocpared, and did you revise your numbers based ueon 
any additional data? . 

"A No. 

"AlJ' J.ARV'IS: ~"<cuse me. 
"If che original systems 'N'ere not ~-like, ~V'b.ich I 
would assume would not be comparable, why did you 
keep thet:l. i::1? 

"'I'.8:E WI'I'NESS: I wanted a wide variety. 
"I wanted to exa':l.i:l.e all different kinds of water 
systems. " (R! 690-91.) 

Some of the systems used in the s~f= cocparison had no water 
t:eat:ent and the staff witness :ade no atteQpt to dete~ne the 
degree of water treat=ent existing in others. Noce of the syste~ 
usee. i:l. the eomparison p~id EC&E wage rates. The witness ~as not 
familiar with whether the syst~~ used in the comparison had ~ion 
work rules similar to PG&E's. 

Rate cocpa.-isons a~e of li~~le p~oba~i~e 
vallJe I:nless ~e :~c,,:o::s. eor.:pa:ee are. si::lila::;' . !no ·V"ie~ of . 
tbe defi~ieocies i~ ~~e staff =e~~odologYI it will not be 

-. 
~~le the Coc:ission ·~11 adopt ?G&Z's :ethodolog-j, 

adjustments must be :ade. As i~dieated, the ~i=e allocat~ons of ~he 
~ield supe~lisors have ~ot been a~dited ~~d the ~eco~ indicates a 
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possible :a:gi: o! error in ~hese allocations. !t also indicates 
laoor =ay no~ al'~YS be effectively u~ilized in the Angels System. 
!he Commission finds that the ~gnitude of ~hese deficiencies 
does not exceed 20 percent for ~he Angels System and PC&E's 
payroll esti:ate will oe reduced by that ~ount. 

(d) Other ~enses and Uncollectibles 
PG&E included purchased power in its esti~ates 

'.!..'"lder the item of "town other". The st:aff :nade a sep.srate esti:n.ate 
which was previously adopted. The other di!ference occurs in the 
esti:ate for uncollectibles. FG&E and the staff usee 0.00l53~ 
as the rate for ~collectibles. The difference in the amount 
:-e~..ll ts !':-OCl the staf!" s 1Jsi~g a higher esti:na terof revenues .. 
Since we have found the staff's revenue esti=ate to oe genera11y 
:ore reasonable, we find that the staff's esti:n.ate of unco11ectib1es 
is ::lore reasonable and should be adopted. The esti:ated O&~ 
e~enses are as !ollo·NS: 

PC&E Angels Water Syste~ 
O~eration & ~intenance ~enses 

• Tes'e Year 1 ~gO . 

Iter::. -
?.:.rchased Power 
?~rchased Che~cals 
Town Pay:-oll 
!'o',vn Other 
Uncollectibles 

!ot.al C&.~ Expenses. 
A~ ?ro~oseci RA~es 

'Jncollec-:i'oles 
Total O~~ ZXp~nses 

Staf! Utilitv 
(!housan~s of ~ollars) 

$ 6.8 S 0.0 
7.5 1..3 

56.2 86.7 
21.0 2$.7 
0.1 0.1 
• .l.J..,.a ,..:..0 

$ 0.5 $ 0.1. 
92'.0 120.1 

Acio'Otec. 

S 6.e 
7.; 

. 69.4-
21.0 
0 .. 1 

10;:.S 

S 0.5 
10$.2 

2. Adrninis~rative and General ~enses (Dir~c~) 
?G&E and -:he staff are in agree~ent 'Nith respec~ to 

esti~a~ec d:rec~ A~i~istrative ~d General (A&C) Expenses. 
:he esti=ate is reasonable ~~ci is as follows: 
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PG&E ~ge1s ~a~er Sys~e~ 
Ad:inistrati7e and General EXpenses 

Test Year :':;80 
Item St.a££ U'tilitv Ado~ted -

:) .... Co" ... •• eg.lJ.a ... ory ::::nsSl.on.:x. 
Franchise & ~siness Tax 

Total A&G EX?ense 

SO .. l 
0.0 

u:r 

(Thousanas of ~ollars) 
SO.l 
0.0 u:r 

;. General O!!ice Prorated ~enses 

SO.l 
0.0 -u.r 

(a) There is a difference oetween ~he ?G&E ~~d s~a££ 
es-ei:ates o! indirect A&G eX?enses. To deter.zi~e indirect A&G expenses, 
it !s necessary ~o eetermine the company tot~l and allocate.arr 

a~propriate acount ~o the water depa~=ent. The aco~t allocated 
~o ~he water de?art~ent is !urther allocated to each of the 
:'istticts. These alloca'Cions are oased on ~he "!'our-!"aetor'· rat.ios .. 
PC&E's allocation to 'the water depart~ent is 0.3; percent,· 0: which 
6.09 percent is allocated to the Angels System. The corresponding 
st~! ratios are 0.26 percent and 7.25 percent. The Co==ission 
will adopt the sta!!'s ~~ allocated and the !our-factor ratios as 
::.ore :-easor:..a.ole • . 

Eowe7er, we do not agree with the figure the staff 
'Used in dete=-=ining the total acount of A&G eX?enses to be allocatee. 
ht t~e t~e of these consolidated hearings, the issue o! ?C&E's 
:0:31 A&G expenses was before the COm=ission in Applications Nos. 
5S5~; and 585~6. The Comcission ~akes o!£icial ~otice ~ha: in 
Decision No. 91107, ente~ed on Dece~be~ 19, 1979 i~ t~e re!e~ed-~o 
applications it adopted ?G~'s !i~al ~evised A&G esti=ate o! 
5126,405,000 (less $62,000 !or correction o! an error i~ adve~isi~g 
expense)~ for test year 1900 i~ the electric depa~=ent, and 
$59,036,00021 for test year 1980 in the gas depa~~ent. There£ore, 

~ ?age 2; of ~.1ll07, A.5S545 and 585~6. 
21 Page ~6 o! D.?1~07, A.,S,45 and 5S;~6. 

-23-



A.58633 AW/ks 

we !i~~ ~~at ~he cor~ect ~otal ~ount o! A&G e~~nse$ to oe allocated 
:s S185,379,000. Since the ~otal aco~n~ of A&G expenses that the 
s:a!: use~ is S161,79$,000, w~ ~ind that ~he sta!!'s esti=ates for 
allocated A&G expenses should be increased by 1~.57 percent. 70r 
the A:gels System, this results in an allocated A&C expense of 
S13,63lo.. 

(b) For prorated ad valorem taxes, the Co=mission 
~i:~s ~hat the Sta!!·s est~ates, which are based on :ore recent 
a:d actual data,are reasonable and should be adopted. 

A s'·-"'~ry of the General Cf!"ice ?:-orated Expenses 
is as follows: 

Item -
O&:''! Allocated 
AlAr !:.direct 
Ad Valore: Taxes 

?G&E 
General 

Total Prorated Expense 

Angels ~"ater Systeo 
O£!!ce Prorated ~ense 
Test Year 19$0 . 

Sta.t! Utilit~ Ado~ted 
(Thousanas of ~olla.-s) 

$. 3.1 $ 3.9 
~2.2 30.3 
~_ 0.7 
~ )~.~ 

~. Taxes Other Than !~co~e 
PG&E and ~he staff presented di!fe~ng est~ates 

of ad valore: and payroll taxes. ?G&E used the five years' assessed 
va1~e !ro: 1972-7) to 1976-77 to develop a compound ·sro·~h rate of 
l~ ~ercent per year. The 13 percent co=po~d gro~h rate ·~s ~sed 
to project th.e 1978-79, 1979-80, and 1980-81 assessed value.. ?C&E 

applied an est~ated $5.20 ?rope~y t~~ ra~e ~o its estimatec 
assessed valuation !or 19$0 ad valore: taxes. !he stat! used t~e 
latest property tax rate of S4.61~ per SlOO assessed market value 
(?ost~~ic~e X!!I-A) in its est~ates. The ratio of 1978-79 
assessed :arket val~e to beginning-o!-yea: 1975 ?l~~t is 0.2457 .. 
Star! used this ratiO, its esti~ated 1980 begi~~ing-o!-year plant, 
~~d the $4.614 tax rate for its esti=ate of ad valoreo taxes. The 
1178-79 ta~ bills info~ation (post-Article I!!!-A) was available 
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~o s~a!~ a~ ~he ~~e its es~i:ates were ~ade wr~le PC&Z oade d 

j~dg:en~ es~i:a~e of a S5.20 ~ax ra~e. ?C&E ~~d ~he sta!! used 
:9S0 rates tor F!CA? FUI,and SUI pa~oll taxes es~~ates. 

The Commission !i~ds that the stat! esti:ate on ad 
7alore~ taxes, '~ch is based on Qore recent and aet~al data, is 
reasonable and should be adopted. 

The stat!' s esti:late of payroll taxes is less than 
?c&z·s because the starr estizated lower pa1=oll e~enses, an 
est~ate heretofore rejected. L~ the circuostances the Coccission 
~i~ds that the ?G&E est~ate of $6,600 is reasonable. 

A s,.mrnary o~ the esti::lates is as !ollo'IJS: 

Item 
Ad Valorem Taxes 
?a.y:-oll Taxes 

Total 

PC&E Angels Water Syste: 
Taxes Other Than Income 

Test. Yea.:- 1980 
utili t .. ,. 

S18,600 
8, ~99. 

",0, "uu 

Ado'Otec. 
$12,000 

6,600 
IS,600 

5. Income Taxes 
PC&Z and. the stair t:.sed a flow-through, basis !or tax 

cOQPutations. A cocparison ot the estiQates is as !ollo'~: 
?C&Z Angels Water Syste: 

!axes 3aseci On !nco=e 
Yea.r 1980 Est.i:ated At P:-esent And At Utilit~ P:-o'Oosed ?~tes 

!te:':'l. -
Cal:!.:'ornia Co~. 

::"a:c.chise TaX 
Federal !::.come 

':'otal I:lco::e 

?resen-c 
?.a.tes 

$(12,200) 
Tax t61z600) 
Tax 73,S®) 

. utili ~., 
.?!"oposec. 

?.a.t.es 
Present. Proposed .Ado~ted 
Rat~s Rat.es ?~~es 

$ 9,600 S (18,100) 
29,700 (89,200) 
~7')UO (107,juO) 

(Red F1g-.:.re) 
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The income ~ax esti:ates a~e based, i~ ~art, on 
esti:lated. ope~ating ~ev~nues a.."lci. C<ci~ expenses _ In view of ~h.e 
acjustments he~e~o£ore made, the Cocmission !inds ~he a:oun~s of 
$2,400 for California COt~orati6n F:anehise ~~X and S5,400 for 
Federal ~come Tax to be reasonable. 

F- u~ilitv Plan~ 

PC&E and the staff presented dif£eren~ estimates of ~he 
Angels Sys~em's utility plant, as follows: 

?G&E Angels Water Syste: 

!':em 

Utility ?lar.~ 
Tes~ Year 1980 

St.a!'f 

Sl,15i,.lOO· 
Utili~v 

Sl,204;100 

... 

Ac!.o'O~ed 

Sl,lSO,300 
As with ge~eral office ~rorated expenses, co~on utility 

pl~t is allocated by the four-factor fo~la. As was previously 
indieated, ~he allocation facto~ is between those es~~ated by 

staff and ?G&E. We will adopt $~,180,300 ~s reasonable. 
C. ne'O~eciatio~ ~ense ~"ld Reserve 

PG&E and the staff presented differing est~~es of 
c!.e?~eciation expense and rese~/e, as !ollows: 

PC&E An~els Water Syste: 
Depreciation Ex?ense ~"lc!. Reserve 

7est "!'ea~ 19S0 

Item Sta£f U~ili-:"", 

De'Or~ciation ~ense 
De~~eciation Eeserle 

$ 19,800 
625,600 

$ 22,200 
636,200 

S 

Ado'Otec. 
20,100 

625,700 
There are some ~nor differences between ?G&E a=.d ~he sta!'! 

with respect ~o net salvage pe~cen~ages. The Co~ission rinds the 
s~a!f es~i:ates o£ net salvage percentages ~o be ~ore ~easonaole 
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:han those 0: ?G&E and that they should be ~do?ced. The ?r~ry 
dif=ere~ces between the ?G&Z and s~aff estima~es of de?recia~ion 
expense an~ weighted average depreciation reserve are due to 
different figures used for the common utility plant allocation and 
esti:c.ated plant additions. E.aving modified. the estimate for commoe. 
~tility plant, the Commission finds that the st~ff esti~te~ 
si~larly codified, is more reasonable tr~n PG&E's and should be 

adopted. 
H. Rate Base 

PG&E's estioated total weighted average rate base for the 

test year 1980 is $554,800. The staff's i5$525,700. The 
Coccission has considered. the differences in discussing u~ility 
":I1an:. The C:~~ssion fines' that the stolff estim:rl:e should be . 4t adjusted :or the aforesaid Qodifications for co~on utility plant • 
. ~ adjusted, the staff's estimate is reasonable and should oe 
adopted. A su:cary is as follows: 
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?C&E Angels ~ater S1s~em 
Average De~recia~ed Rate Base 

Tes-= Year 1980 

·or • ,- ..l' ·.r -, t 
f ... e~gntel.O .... vg. 'rwa-:er !"'_an 

To~al Weigh:eed Avg.. ?lan't 
~"o:-king C,a:oi'tal 
~~terials & Sup~lies 
Worki~g C~sh Allowance 

To'tal Working Capital 
ft"M'; ..... e ... 5 
/"II.O.J US ...... n ... 

A.dvances 
De£e~ed In7. Tax Credit 

!o'tal Adjust~en'ts 
Subtotal 3efore Deduct. 

Deduetions 
Depreciation Rese~les 

tt Avg. Depreciated Rate Base 

I. Rate o! Retu:-n 

Si:.a.f£ 

Sl,167.1 

3.0 
~.O 

Q, • 

.l..G.u 

(27.8 
.. , 5' ., ~, .... .,..,; 

625.6 
525.7 

U~i:!.i -:'.' 

$1,201..7 

3.0 
12.0 

(25 .. 1) 
~2·5) 
~2o.o) 

, 19' .. _, .. -.1. 

636.3 
55L...S 

(Red. Figt.:.re) 

Ac.o'O'tec. 

$1,180.3 

3.0 
9.0 

J.20.U 

(25.1j 
(2.7 

(2.7.8 
1,151.3 

625.7 
538.8 

The ques~ion of what constit.utes a reasonable rate of 
ret~rn is one to be dete~ined by the Com=ission. (Cit7 of V~s~lia 
(~969) 69 C?UC 3!1, 319; P~&! Co. (195L..) 53 C?UC 275, 2SL...) 

, • .:.cong -:.:'e factors '~ch the Co=issior. has e::'1.::lera'tec. 
i::. rece::.-:. decisions or. other utilities as in.~ue~ei~g 
-:.ne :-ate of re~u~ which also ~gh~ af£ee~ ~he level 
of rates or of a particular ra'te are: i~vest=ent in 
plant, cost of ~one7, divicend-price and earnings
price ratiOS, territorj, gro'~h factor, co=para~ive 
rate levels, diversi!ication of revenues, puolic 
relations, :anage:ent, fin~~cial policies, reasor.aole 
const=uction require:ents, prevaili~g i~terest rates 
~~d other economic conditions, the tre:d of rate of 
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rcct.::':l,. pa.st fi::.ancing success, :::ut1.:re ot.::1ook for :he 
utility, outstanding sec~ities ~nd those proposed to 
be issued. Addi:ior~l fcc:ors ::0 be consieered are 
acequacy of the service, r~te history, customers 
acceptance and. usage developed under e:.:isting :'a:es, 
value of the service ~nd cost to serve. No one 0: 
the aeove factors is sole17 cletermir~tive of what 
=ay constitute reasor~bleness of earnings. rates, or 
rate of re'Cur:l." (l?!&T Co., supra at: p. 309.) 

C . of "J' • h' .: ,;: (5 os: o~ coney .s not ~ec~s~ve on t e ~ssue o~ rate o. return. ~ 
Cos. Gas Co. (1960) 58 CFUC 2i, 44; California Water & Tel Co. 
(1952) 52 CPUC 180, 190.) 

Because of it$ unitary capital fi~ncing, it was pe~ssib1e 
for' PG&Z, in ?r~sentin9 its case, to utili:e tbe most recent previous 
Coc:ission electric and gas decision which found a r~:e of return e basee on :G&E' s cost of capitoil1 for the test year 19i3. 

Decision No. 89316 gave e:<tensive consider31:ion 1:0 retu...~ 

on e~uity (which is compa~ywicie) in de~er~ini~g :be r~1:e of =e1:~rn 
for ?G&Z ',s' g.:ts anc electric cepartce:u:s. (Slip d~cision at ~p. 15-18.) 
It at:.~ho=izec. ?:.;&Z a ret:~=n on eG:uity of l2.83 p~:;cent a::.c' rl 9.5 
?e::cen: :,et·.;.:n on t':lte base. (D.89316, :inc.ing ~To. 4.) I:l the 
circc:stances, ?G&Z cot:.lci, in presenting its czse herein, uti1i:e 
the findings i:'l. Decision No. 89316, althol.:gh the Cot::r:ti.ssion is noe 
bound by the~ in this p:,oceeding in eetermining, on the ~erits, the 
appropriate rate of ::ett:.rn. 

!he Coocission has aeoptee the s~m of $l~,)OO as the 
esti~tee weightee average rldditions to the ~gels Syste~ plact-in
service for test year 1980. The estimated end-o:-year ~lant 

.•. 
is $1, 19l, 600., The a:nount of capi tal re<;l.lired for the An<;els Syst~m 
is s~ll in relation to the remaineer of ?G&Z's operations. So is 
the amount: of existing eebt attributaole to the Angels Systec which 
neecs co be ser·,liced. 'I"o.e Coe..~ission dee~ re:urn on equit:y, as 
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c~s:ingcisbec ::om serv~c~ng deb~7 as a~ ~?crtant eonsi~er3:iQn i: 
setting the Angels Syste~'s r~te of return. In t~is con~ee~ion, 
==e Commission ~otes that it has previously helci that water 
utilities are ~ less risky invest:ent than industrial companies .. , 

and are not neeessarily comparable to gas and electric utilities. 
(Ciei=c~s Utili:ies Co. of Cal. (19i2) i3 cruc 81, 90; Larkfield 
Water Co. (1972) i3 croc 258, 268-69; Washing~on Water & Light Co. 
(1972) i3 CPUC 284, 295-96.) !he Co~oission, having weighed all 
t~e :~ctors7 fi~es that a =~te of ret~rn on r~te b2se of 9 ~ercent . 
is reasonable for the Angels Syste~. 

In re~cning the dete~nation of a reasonable rate of . 
retu=n the Co==ission r~s ke~t the followi~g in ~nd: 

r'~..1e b.ave in the past: stressed the sig::.i':icanee 
of the rate of ret~~ based on rate base. 
A closer ar~lysis indie~tes that t:is figure 
is basically derived t.:om e~e cost of c~?it~l 
required by t~e ~tility. Si~ce the cost of 
debt and. preferred. stock is fixee and non
j~eg:ental, the cost of e~ui:y ca?i~al (the 
retur~ on eq~it7) is the deter--ina:ion we are 
required to ~ke which requires the most sub-' 
jective and jud~ental evaluation. Froe this, 
we aritr~tically dete==ine the r~te of r2:urn 
on rate base. !bus, it is clear that t:e 
ret~_ on equity is the Qajor cieteroinant of 
'the just and. reasonable rates we are :-e(p..:i::-ed 
to produce. If (~&E !~teri~ R-'lte Inc'!'ease (l977) 
83 CFOC 293 at 298.) 
As indicated, PG&E and the staff b~sed their ?resent~tions 

concerning retur~ on common equity on Decision No. 89316 whic~ 
authorized. BG&E a 12.83 percent retu=n on eq~ity. F~ving ar~lyzed 

the evidence the Cocmission finds that a return on equity of 
11.49 ?erce:.t is reasonable for the Angels Syst~t'l. for the following 
reasons: 
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!he·a~ou~e of e~isting ceot a~e eq~i:y ea~i:al 
<l te:'ibueal:>le to the A..,'"lgels Syste::. as c:ompa,red 
to PG&Ers overall capital requirements is s:all. 
Water utilities are less risky i~ves:=ents than 
gas and eleet:ic utilities. 
!he long period between re~ues~ed r~te increases 
for the A:ig~ls' System a:lC ebe steaey cecline in 
the :etu:n on equity in the ir:.t~rvening years 
indicate that BG&Z does not expect ~s great a 
return on e~uit1 f=otc. the Angels Systeo's 
operations as from its g~s and elect:'ic operations. 

Ihe following capital structure and cost 0: e20t underlies 
the rate 0: return adopted as reaso~~ble in Dec:ision No. 89316. We 
have substituted in that calculation a return on equity of 
11.49 percent, which we find reasonable in this proceeding for the 
A::.gels SysteCL. The above C<lpitoll and :,el;;r.ted debt cost ana tl:e 
adopted :,etu-~ on e~uity ?roduce a r~te of ret~~ of 9.0 pe:ceat. 

PG&E Angels Water Syste~ 
Total Cocpany Capit~l Ratios ane Costs 

~1977) 

Capital 
Com~one!lt:s 

Long-'Ier: neo: 
?:e:e:red Stoel" 
COtcIlon E:~t:.ity 

Iotal 
J. R~t:e Desiz!l -

Capital Cost 
Ra~ios F~c~ors 

47.26% 7.36% 
13.66 7.54 
39.08 ll.49 

lOO.uO 

i.J'eight:ec 
Cost 
3.481-
1.03 
4.49 
v:Uu 

!he st~f= proposec changes i: rate desis= :0= ~ll of 
?G&Z's docestic wate= syste=s, .incl~ding the Ang~ls Syste~. Ucder 
the s~af: proposal revenues as cete~ined bl the Co:mission would 
be spread aeons rate schedules on tbe b~sis of coz: of servic:e, the 
neec for rate of return on rate base for each sehecul~ to be kept 
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co~s~~nt, ~nd the Co~~ission policy of subsiciizing th~ r~venue 
:~ui:,'e::tenes for Public Fire Protection Sc~edule F-l • .§/ 

pt"£ did !lot o'O'Oose th.e S~~~ 'OrO'Oosal. It eX'O::-~ssed .. .. . . . 
co~ce~ that stiict adherence to cost or service c~teria could 
leac to abe~ations in town and Citch s~te:s where a ditch 

... . -- ._ ... _.. ..-. 
cu.s~o=er could pay :::lon tor u.:l.treated wa'ter 'tha:c. .. a 'tow.c. C1:.Storner 

would pay tor treated ·~ter. This c¢ncern is "not relevant in 'this 
~roceeding because the Angels System provides s~lely treatea "--

. ,. ........ 
water for a ~own •. 

!he st~f= p~ooos41 would change BG&E's present cin~~
charge type of schedu'le· to a service charge-quantity cll.'lrge one"V 
!he Co~ssion is of the opinion that this change is desi:able because 
i~ o~omotes conservation • !n .ldditioll, ~ miniml:.m c!:la:ge scheGul'e . 
which has a service cha:ge inc:e~ent is cased on ~verage cor~~~t~on" . . . 
A cons~= who uses less ~han the average quantity subsiciizes 
la:ger ~sers" A service charge-quantity charge scheeule f3irly 
..allocates basic costs among all users and provides fo: pay-cene 
cased. 0'0. use. 

In PG&E Decision No. 84902, (1975), 78 CPOC 628,726-727, 
a:l.d 737, se'le:al rat:e::aking :<lc'Cors a:=e listed for consiee:=a-cion 
when designing a ?a:~icular rate spread. ~he Co~~ission s~~tec 

that: 

§/ 

-V 

"Ove: the years a generally accepted set of attributes 
of a good rate str~c:ure has evolved; these are: 

Proci~ction =f :be reven~e =eq~i=e=ent. 
Si~plicity and ease of understan~ing. 
Stability of revenue. 
Fair apportionment of cost of service. 
Discouragecent of wastef~l use. 
Encouragement o£ efficient operation of syste~. 

The q~estion 0: fire ?rotection costs is se?4:ately considered 
later in ~his opinion. ' 

POSE's proposeci new tari=fs provided for service cherge~quantity 
Charge schec~les. 
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" 

"In :he,.l:te~t:'t to design r~tes possessing these 
attributes, various f~c~ors a~c usually consicereci. 
These olre: 

Cost: of service. 
His~orieal rate st=uc~u:e. 
Compe~itive condi~ions. 
Value of service, including 'what the traffic 

will bear. I 

AdeqU3cy of service. 
Cl,lstomer acceptance." 

!he Commission also stated at ?sge 737: 
"Earlier we lis tee the generally acce?ted attributes 0: a good rate structure. These criteria are as 

l 'd I' • b .. t... • va ~ ~ow as t~ey ~~ve ever oeen, ut, ... ~~.c~r 
application requires a :ajor overhaul in the t:a~i-
:::'o04l 'declining block' rate structure. . .• 
Today, ~he overriding taslt :or this COQ:lission, the 
\;.tilities, ane the pt:blic is c.onservation." 

4t Although ~he Commission does not necessarily accept ~he 
, ., 100. 100 ./:'0: ' .. ' ,.. 

e~t~re ratlon~~e urgee ~y t •• e sta._ In ?resen.lng t •• e rate 
design, the Co:nmission :ir.ds e.'-lat the rate c.esign pro,?osed ~y 
t.~e sta:: is reason~ble and should be ~dopted. 

K. Ste'O R.ltes 
~~ seeks au~ho:i:y to ?~t t~e :eqces:ee :ate inc:e~ses 

into effect ir. :~o anc~l steps. The s:~=: proposed that for all 
of ?G&ZIS comestic w~te~ systems the inc:eases oe placed into 
e::::ec': ove:: 0. pe:ioe of years in steps not: to e:(cced 65 perce':'lt 
of the inc:ease in anyone yea::. Under the st~:f p=oposal the 
steps woulc =~nge depencing on the system, from t~o to six years. 
In t~e case of the Angels System the staff proposal would result in 
a pe:iod of five years before the =ates authorized berein .. ..,ould beeo-:le 
cocpletely effective. !he proposed step ~at2s do not include a 

factor for attrition. 
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Step increases are w~rr~nted i~ this proceedi~g because 
of the cag:i:ude 0: the increases au~horized, which is due pricarily 
~o ehe i:action 0: ?G&E. It waited tweney-six years from its 
last inc:e:lse in rates to file this appli'cation. :tG&Z devoted 
its regulatory effor:s during these years to p~rsuing gas and 
electric ~pplic~tions which yielded :evenues of a substantially 
large: ~~gnitude for the cocpany. 

In ?G&E Co. (Tuolu~e Water Svstc~) (1957) 55 CPUC 556; 
the Cor:.cission considered a si::il.lr proole~ a.nd stated. at 
,ages 564-565: 

r'Applic3nt has continued, through all the rece:lt 
7e:lrS of ~flationary,~=ice increases, to se=ve 
::e area on basic ra~es found justified in 1922. 
!ne eeono~y has adjusted itself to those rates, 
and c~~~o: escape a serio~ shock =r~ their sucden 
doubling. Even conceding th:lt the rates a~plied 
for are :~lly justi:ied oy present c~sts, and 
that the residents of the area have enjoyec b~rgain 
rates :or ~ny years, and :h~t applie~n~ =igh~ 
properly have been g:antee rate i~creases, in a 
series of applications over the years, thst ~oule 
have ~aised its rates co or above the level it now 
seeks, applie~nt is still not :ree from bla:e in 
t~e cou=se it bas followed. A utility, in ret~-n 
for t~e privileges it enjoys, has an obligation ~o 
serve t~e public wel=~re. It is e~l?able, i: it 
encourages its customers to invest c~ei= :oney anc 
build tl::eir eeoeo:l.j on the e:~peecation 0: low "Nater 
rates, ~dhered to over a period of a :~ll generation, 
and then suddenly de:3nds a ~=astie increase 'in those 
rates. While this Comciss~on cannot, on the re~ord 
in tbese proeeedings, deny the applicant the revenue 
for which it has proved its need, we sball, ic the 
order t~at follows, require it to provide same 
cushion to assist its customers to adjust th~elves 
to the increased rates which we :'lust authorize. ~7e 
shall do this by specifyi~g that the fi~l rates we 
s~1all .:oprove shall 30 into effect in t~=ee seeps 
o~er a ~-year period. We fine s~ch treatment, 
al~ho~gh ~usua~, ~o be !ai'r ~d reasonable u:der 
t.b.e ci:cU::ls':.~"lces c.isclosec. i:l t.llis :-eco:-c.." 
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The controve~sy herei~ is ~ot whetcer to have step 
i~creases, but the ~~ber ther~o!. The sta!! for:ula is not 
reasonable because it provi~es for too long a pericd of t~e ~~~ 
contemplates p~a:idi~g of grantee but un:ealize~ rate increases. 
?G&E' s ~rcposeci ti::e is too sho~. Consicie:-ing the :lag::.:. tucie of 
the increase and all the other ractors present i~ the record the 
Co=mission !i~ds that the increases authorized herein shall go 
into er!ect in three ar.nual steps. 

~. Fire Pro~ection 

Public Utilities eocie Section 2713 which was enacte~ in 
1979 a:ci beca:e e£~ective on Januar/ 1, 19$0 provides in part 

'"(a) No water co~oration subject to the jurisciiction 
a:d control or the comcission ~~d the ~rovisions o! 
Pa.-t 1 (cocmencing with Section 20l) o! this division 
shall ~ake any charge u~on any entit7 ~rovidi~g 
fire protection service to others for !~~shing 
water for such !ire protection pu~oses or for any 
costs or operation, installation, capita:~oainten~~ce, 
repair, alteration, or replace:ent o! !aci11ties 
related to !u~shing water for such fire protection 
~u~oses witr~n the se~r.Lce area or such water 
co~oration, except pursuant to a "Nritten agree:ent 
with such entity ?ro~ding fire protectio~ se~:ices. 
~ water co~oration s~al1 furnish water for fire 
protection pu~oses to the e~ent of its :eans and as 
a condition of a ce~i:ica~e of ~ub11c convenience 
ane ~ecess1~y, in case or ~ire or o~her great necessit7, 
within the boundaries of the ~e~llto~ served b7 it 
for use wi thin such ~er:"i ~0~/ .. " 

!he record indicates that ?C&E anci ~he city of Angels Ca~p 
.fire age~cy have an agreement dealing with fire ?rotection 
se~~ces.. 7.he agree:ent generally ~rovides ~hat the city is 
responsible for hydrant installation and ~ntenance cOSts and that 
?C&E "Nil: ~ake no charges for fire hycir~t service. (~~bit 56-A.) 
!n the circ~star.ces, the rates hereinafter authorized '~11 incl~de 
an increment for the costs 0: fire ?rotection service not coverec by 

,,:!"..e agree:e:r:. 
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M. Service MAtters 
The testimony presented ",t the hen.rings indic.:l'Ces that 

t.here arc no general service problem= ·"hich require ::tdjudication 
in this proceeding. Az indicate~ PC&E disputBs n etaff recom~endation 
t.hat. approxim.:rtely 2,200 feet of w~ter m::lin be rcpln,ccd com:'l'lcncing at 
the S-inch crosstie ,'=It. Copperopolis RO.:Id, .11on~ Highw;)y 49, to the 
present end of the main. The stnff contends t.hat this main 
replacement would eliminate a number of constrictions in the 
existing main caused by pipe of v~riouz di~meters which sevcrcl~ 
limit rate of fire flow in the area. 

PC&E orgues that replacement of the entire main would 
ultimately benefit developers and commercial interests at or near 
the end of the main. PC&E contends that replace~ent of this m~in 
should be financed by main extension agreement pursuant to Rulp. 15 
of its tariff. PC&E also asserts that replacement of a 3S0-foot 
section of 4-inch main northwest of Clifton Lane ~~d of a 430-foot 

4t section of 4-inch pipe northwest of Esmeralda Road with 10-inch 
pipe (both of these sections constitute 1aree bottlenecks in the 
existing 2,200 feet of main) would not bring fire flow in the 
i~~ediate area up to C.O. 103 st~ndards. 
incre~se the flow from 600 to 900 gallons 
therefore proposes to seek replacement of 
main extension agreements. 

It would, however, 
per minute. PC&E 
th~ entire main through 

The staff ~grees with PC&E that repJ.acement of the entire 
main should be financed pursuant to Rule 15. However, the staff 
argues that the evidence indicates that PC&E customers other than 
developers and other commercial interests in the area would benefit 

/ 

£~orn replacement of the two sections of main. The record discloses 
that homes and sm8l1 businezscc.loc~t~d on Ezmer~ld~ Ro~d, Clifton .L~nc, 
Fr~ncis, Bennett, ond Wilson Streets 1 and along Highway 49 would 
benefit from a 50 percent increase in fire flow if this replacement 
were oade. The evidence indicates that the present fire flow 
available to these homeowners is inadequate. The Commission is of 
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the opinion and finds th~t improvement of service should not be 
delayed by negotiation with other, interests for replacement of the 
entire main. PC&E should replace the 2,200 feet of main. 

N. Snccial'Concl.itionz 
PC&E sought authority in the consolidated proceedings to 

include in its tariffs, including the one for the Angels System, 
certain special conditions. The staff took the position that they 
should not be considered in these proceedings. An abortive attempt 
was made between PC&E and the staff to arrive at n stipulation 
about the special conditions. (RT 725, Letters of November 6 and 
21, 1979.) There is little or no evidence in the record dealing 
with the proposed special conditions. As a group, they will not 
be considered herein. Unless the Commission has m~de a specific 
~inding relating to a special condition, it expressly docs not 
intend to pass upon it in this proceeding. ?C&E may file 
appropriate 3dvice letters or appropriate formal proceedings 
to secure an adjudication on the proposed special conditions. 

No other points require discussion. The Co~~ission 
makes th(~ follOwing findings o.nd conclusions • 
.... .:I' f ...... 
~ln~lngs 0 rac~ 

1. The Angels System ~lll have gross operating revenues of 
$59,700 and a return on rate base of minus 5.67 percent at presently ~ 
au~horized ra~es for the test year 19$O~ which is unreasonably 
low. PC&E is in need of additional revenues from the Angels 
System. - .... 

2. ?C&E operates a statewide system for the generation of 
electrical power. It also operates six local wa.ter systems which 
arc not interconnected.. The Angels System is one of these water 
systems. 

3. Co~~ission and federal regulations require PG&E to 
o.ccount for revenues and expenses of electriCity, gas, and 
ste,~ sales in separate proceedings dealing with those sources 
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o~ energy. !he six se?a:a~e wa~er syste~s have dif!e:en~ cos~~ and 
~xpenses and they should ~e t:eated as separate entities !or 
ra~e=aki~g ?~:poses. 

~. For many years prior to the advent of a collective 
bargaining agreement wi th IBE~", PC&:: gave its employees a 25 percent 
discount ~o'r u~ili t7 service 'Which. it provid.ed. The discount applied 
to retired e~ployees. !he first collective bargaining agreement 
between ?C~ and !BEW provided for :aintai:ing all employee benefits 
th.en in exis~e~ce. The present agreement provides that ?G&E shall 
no~ u(l) aorogate or reduce the scope of any ~resent plan or rule 
beneficial to employees ••• o: (2) reduce the wage rate of ~~y employee 
covered hereby, or change the conditions of e~ployment of any such 
e:.ployee to his disadvantage." 

5. !: Decision No. 8965:3 entered on November 9, 1975, the 
Com:ission fou:d that it was inappropriate ~o eli=inate the PC&E 

tt employee discount. Decision No. 8965:3 and :elated decisions !ound. 
that if the ?G&E employee discount were el~~nated ?C&E ~ould be 
re~~red to ootain additional revenues tr~ough i~creased rates to 
co~ensate its employees for each dollar of discount. !t was 
found that Sl.79 ot revenue ~ould be re~uired for each dollar 
of discount ~r. ~he light of the tax-free stat~s of the benefit. 

.: ... .. -
6. '!'he i:lpact on revenues of the Fe&.:: ecployee discount 

the A:gels System is negligible • 
7. ~~y?G&Z employees, at different ti:es, per!o~ !~ctions 

its va:!ous depa.-t:en~s (gas, elec~ric, wate~, s~ea:). 
S. ?G&S's e=ployee clisco~ts are pa.-t of a ~o~al compe:sa~io: 

package wr~ch was arrived at thro~~ collective bargaining betwe~n 
?C&E and !3Z:';. 

9· Failure to incl~de the ?G&E employee discounts !or 
ra~emaking p~rposes would resul~ in a d~in~tion o! ?C&E's authorized 
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10. It is re3sonable to include the PC&E employee discounts 
for rotcmaking purposcz in this procccdin~. 

11. There is no showing in this proccedine that the union 
wage rates ::lnd work rules embodied in the collective bargaining 
.8greement between PC&E and IBEW are unre~son.'lbl€:. 

12. It is reasonable to include the union w~ees and work 
rules for ratemaking purposes in this proceeding. 

13. The sum of $234,900 is a rcasonDble estimate of the total 
oper~ting revenues for the test ye~r 1980 at authorized rates. 

14. The st:;1!f estimate of $6, $00 for purchased power is 
more reasonable th3n PC&E's, because it is based on the efficient 
use of pumps and other estimates heretofore found reasonable. 

15. The staff estimate of $7,500 for purchased chemicals is 
more reasonable than PC&E's because it is based on the efficient 
use of plant. 

16. PC&E's methodology in determinine O&M payroll which is . 
based on recorded datn, is, with a percent ~odification, more 
reasonable than the st3ff's. Po reason:~ble .1!l10unt for 08crf: p.:lyrol1 
for the test year 1980 is $69,400. 

17. The following total O&~ expenses for the test year 1980 

18. 

Item -
At. Present. Rates 
Purchased Power 
Purchased Chemic~ls 
Town Payroll 
Town Other 
Uncoll~ctibles 
. Total O&M Expenses 

Ado'Otcd 
(Thousnnas of Dollar~) 

$ 6.8 
7.5 

69.4 
21.0 

0.1 
-T04-:E" 

The sum of $34,900 for general office proroltcd cxp<msez 
for the test year 1980 i~ reasonable. 
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19. The sum of $100 is ~ rcnsonablc cstim~te for the total 
direc~ A&G expenses for the ~cst year 19S0. 

20. The staff estimate of $12,000 on ad va1ore~ ~axes is 
~ore reasonable than PC&E's because it is b~sed on more recent ~nd 
actual data. 

21. The sum of $6,600 for eztim~tcd p~yro11 t~xez for the 
test year 19$0 is reasonable. 

22. The es~imatc of $7,800 for tot~l incom~ t~xcz tor the 
~est ye~r 19$0 is re~sonab1e. 

23. The s~~ of $1,180,300 i~ rc~~on~ble for utility pl~nt 

for the test year 1980. 
24. Thc.staff estimates for deprccidtion expense and for 

depreciation reserve as modified are more rcason~b1e th~n those of 
?C&E bec~use they are b~sed on more re1i~ble dat~. The followin~ 
are rcacon~blc for the test yenr 1980: 

Depreci~tion Expense 
Depreciation Reserve 

S 20,100 

$625,700 

25. The sum of $538,800 is ~ re~son~blc estimate for average 
deprecisted rate base for the test year 19$0. 

26. A return on rotc bnse of 9 percent is reasonable for the 
Angels System and is in compli~nce with the Federal Wage and Price 
Cuidelines iszued by the Council on W~ge and Price Stabili~y. 

27. The increozes in rates and chnrees authorized by this 
decision are justified and are reasonable; and the present rates 
and charges, insofar 3S they differ from ~hose prescribed by this 
decision, are for ~hc future unjust and unreasonable. 

2$. The total a~ount of the gross revenues ~ 
authori~ed by this decioion is $234,900; the r~tc of return on 
rate base is 9 percent; the return on co~~on equity is 11.49 
percent. 

29. It is reasonable to include in the tariff schedules filed 
to implement this decision a service charge for~~t. 
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30. !: is ~ot ~easonaole to adj~dicate ge~e~ally the te~ 
o~ the s?ecial co~ditio~s in PG&Z's ta~!f in this proceeding .. 

31. 3ecause of the inaction of ?G&E in seeking ~ate ~elie~ 
~or a peric~ of t"..,enty-six years, i -: is reasonable to provide tha-: 
the inc~eased rates authorized by this decision should be put into 
e!fect i~ three annual steps .. 
Conclusions of Law 

1. The following results of operations should be adopted 
fo~ the test year 1980 ~~d utilized in establishing -:ne ~ates 
authorized herein: 

!'te:n -
O'Oerating Revenues 
Sales Reve:.ue 

Total Ope~ating Revenues 
O'Oerating ~~nses 
Ooeration & :~intenance 
Ad-~:istrati~e & Ceneral 
General O~fice Prorated 

Subtotal 
Depreciation ~ense 
Taxes Other Than Income 
State Co~ .. F~anchise Tax 
Federal Incoce Tax 

Total O?e~ating Ex?ense 
Xet Operating Revenues 
Rate 3ase 

Ado'Oted 
('!'housanc.s 0:: bOlla:s) 

S234.9 
234.9 

l05.0 
O.l 

34.9 
140.0 

20.1 
18.6 

2.4 
5.4 

186.5 
48 .. 4 

538-.8 

9.0% 
2. 7.ne ~ates authorized he~ein should be ?u-: into ef~ect in 

:hree annual steps and be in the :or~t founc reasonaole in this 
decisio~. 

3. ?C&E should be authorized to ~ile for the Angelz 
System the revised water rates set forth in Appendix"A whieh 
are designed to yield S175,200 in adcitional revenues 

based on the adopted results of ope~ations for the test yea: 1;80. 
, -.. l' ~. ~ 'C). • --. • ... "' •• , .( "'" • ~ ~ S • ' 27' ":) ... ~=. ... !le :.g ... "" 0... • ,,:,o,:,:,c t,,; "":. __ ... :.es I."Ol"Oe ec .. :.on _,; , 

"' ... 0·· ... ·$ e .... ,.--t>a'o' e ,:00- ... " .... ,.; C ~ ___ w •• ~- 0'" ,. - "'" :" .. ""' .... ~ire pro~ec~ion should be alloea~ed 
~o:g other rate schedules. 

. .... 
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5. ?C&E should oe o~~e~ed to replace app~oxi:ately 
2,200 ~ee~ o! wate~ ~ai~ in the area. of Coppe~opolis Eoad ~~d 
~gl':.way l..9. 

o R D E a 
~------

!~ !S ORDERED that: 
1. A!te~ the efrecti~e ~ate of this order, Paci!ic Cas 

a~c ~lectric ~ompany (PG&E) is au~~orized to file for its 
Ar.gels Water System the :evisee rate schedules attac~ed to 
tbis order as Ap?~ndix A. Such fili~g shall comply with 
Ge~e~al Order No. 96-A. The effective date of the revise~ 
sc!:.ec.ules shall be five days a.!'te~ the date of fil:':.g. The :-evised 
sc:hec.ules shall apply or.ly to serlice rendered. on and a.!'te~ the 
effective d.ate of the revised schedules. 

2. :'ii thin fort:'i-~i·.re days after the e£fecti ve c.ate of this 
o~er, ?C&E shall file a revised tariff service area ~p, 

tit appropriate general :",J.les, and sa.:ple copies o£ prin~ed £O::':lS that 
are ~o~a1ly used in con:ection ·~th customers' services. Such 
filing shall comply ·~th General Oreer No. 96-A. The effective 
d.ate of the revised tariff sheets shall oe five d.ays after the 
~a"e oor ~,,'':_g 1..,1, w ..... _ .. ..,. • 

J. ?C&E shall prepare and keep current the syste: :ap 
required. oy paragraph !.lO.a. of General Ord.er No. lOJ-Series. 
Within ~~nety days. after the e££ec~ive date Qf this orde~, ?C&E 
shall file with the Co~ssion two copies of this map. 

~. ~ithin six ~onths after the effective da~e of this order 
PG~ shall replace appro~~ately 2,200 feet of 4-inch water ~ain 
in the vicinity of Copperopolis Road and ~~g~way l..9 ~th lO-inch 
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wate~ =ai~ to p~ovide !or a water !low of a?prox!:ately 900 gallons 
per :i~u~e ~or service c~~ections O~ ~smeralda Roaci; Cli!~o: Lane; 
~rancis, 3ennett,an~ Wilson Streets;and along F~~~way ~9. 

":he e!!eeti-le d.ate of this orde:" shall be thi:tj 

d.ays after the date hereof. 
Dated OCT 8 1980 

Cali!'o~ia .. 
, at S~~ Francisco, 

COm=1S3io~or'Clni~e T. ~oor!ck. ~oi~ 
~coatGrilj n~~cn~. a~e no~ ?~tic~~te 
AA ~ <l!~,o"1tio::. of. thia- ,roeoo~. 
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APPLICABILITY 

i\rl'l~l'lDl x f' 
l"~lJc 1 or 7. 

p.:u:i!ie C.:ts .lnd Elcctr lc O:.I(!lj"I.)ny 

sehcciulc :-JO. A-1 

CENEI'v\:" METERED SERVIC1~ - 'l'm'J'I,:,go \o:I\TER 
~:-.:---- --- ----- .. ------- --

ApplieAolc to ~ll mctctcd w~tcr scrvie~. 

TERRITORY 

':'hc ineorpor.lteQ City of A.·'lJNl:; .' flnc unincori?or.ltc() eontiguou~ ~rc.) 
.lS shown on the- service olteol m.)? 0' the A."lgC}3 w.)tc-r Sy~tcm. 

MTES 

For 5/B x 3/~ .. il'leh meter • • • ~ .. II ., ........... 

For 3/t.-ineh meter ........................ 
For l-inch mete:: .. II ................... 

FOt l~-ineh meter ...................... 
Fo: 2-inch meter .. " 41" ................... 

FO: 3-inch meter ...................... 
For ~-inch meter ............ /I .. " ,. .. " " 

For 6-ineh meter ................ " ....... 
For e-inch meter .. " .......... " .......... 

QUolntiey Rolt"!:: 

First 300 c~.ft., per 100 cu.ft. 
For olll over 300 cu.!t •• per 100 cv.!t. 

r~r Met<.>r Pcr Month 
13C'!'or,,' June 1, 1981 
.r~nc 1, Thro""th 
1981 .Jt.:!').(~ 1, 19B'-

.. 3.35 'i' 
4.00 
~.)5 
6.70 

10 .. 00 
20 .. 00 
30 .. 00 
IJ .... oo 
60 .. 00 

" .... 5 .. 00 
6.00 
8.00 

10,00 
15 .. 00 
30 .. 00 
45 .. CO 
65 .. 00 
90 .. 00 

":350 
..460 

., ... 

A~t.c!' 
Jllne l, 
1982 

(i.50 
7 .. 20 

lO.40 
l;.OO 
20 .. 00 
39.00 
60.00 
85 .. 00 

120 .. 00 

.. 1 .. 00 

.630 

'l'h<!' Service ChOlr9~ is i) teolcHnc:;::;:-t.o-:;NVC Ch.H9~ .l"plici)bl~ 
to .:111 mcterec1 :;(!'rvic~ olncl to .... hich ic to ~ i)ddcd the monthly 
cholrge eom?lJte~ olt the Ou~ntity R:it',C'. 

(N) \ 

(I) 

(1') (N) 
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APPLICABILITY 

APPtl'-.1)IX A 
Page 2 of 2 

Pacific Cos an4 El~ctric Company 

Sehe~ule NQ. AF-2 

PRIVATE FIRE PROTEC1'ION SERVICE -

Applicable to all water service furnished for privately own~ tire 
protection ~ystems. 

~he incorporated City of JL~els , and unincorporated eonti9uoU~ are~ 
as shown on the service area map of the Angels Water System. 

For each 4-ineh connection 
For each 6-inch connection 
For each a-inCh connection 
For each 10-inch connection 

....... ~ ..... 

............... 
•..•..•••.... 
............. 

••••••• 
••••••• 
••••••• 
••••••• 

Per ~r\"1ee 
Connection Per Month 
Before After 
J :m.. 1, J tl1l. 1,. 

1981 1981 
$ 7.,,)0 $ll.OO 

9.30 14.00 
14.00 21.00 
33.30 50.00 

eI} 

1 
(1) 
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RICHARD D. GRAVELLE, Commissioner, P.:lrtiollly dissenting: 

I p4rti~11y dissent. The i~~u~s of employee discounts 
~nd collective ~olr9olinin~ agreements, ~s they may olffcct the 
Cornmis~ion'~ rolccmolking rcspon$ibility, olre incorrectly trcoltcd 
in the moljority's decision. 

We shou~d make cry~tal clc~r :0 those concerned with 
our roltem~kin9 olc:ivitics tholt the level of ratc~ assessed to 

~very customer of a utility is the ~b~olute ~nd ~ole responsibility 

of this COl1\.'nis!~ion. O:".lJl · .... hcn the: C~, 1i ;Orl'liol !;uprcmc Court or c'l 

f~dcr~l Appellate Court intervenes docs th~t rccponzibility subside • . 
Here there h~s been no intervention; con~cqucntlYI it i~ within 
t.he Com:nission' c cliscre tion ~nd i ts vi~w of the evidence o! record. 
a~ to the proper trcoltment of employee discounts. The decision 

criticizes the stolff shOwing. I do not ~h~rc in thac cri~icizm. 

Tod~y's rc~lity dict~tcD th~t utility man~qcment, its 

employees, olnd it::; rcc;ul.;! tors mus t .lll be. extremely circu . .'nspec';, 

no: only in ccm tolC::; with the C'on:.:umil'~'-.1 public, but. also wi th 
rcgord :'0 the ?ublic'~ perception of how we c~C'h interract in the 
proC'czz 0: providing utility servi~c. More ~nd more the public 

will Object to "spcci~l breaks" givcn to utility om?loyecs who 

hold 90ocl , stc~dy jobs while othcr~ arc unemployed and while utility 
roltcs ~re csc~1.:ltin9 rolpiely. More .:lod more the ~Ublic will 

Obj~C't to =cgul~to=c who f~il :0 climin~tc these inequities. The 
cmploy(;!c disCO\,llH: issue is ol cl.::ssic c:<~ml?lc of Il small sore that 
ru~y ~~stcr olnd grow 1~rge enough to become a severe m~lady for 
lolbo'::, m.:ln~gem~n::., ane rec;uloltor - it should be trcatecl now r~ther 
tholn l.ltcr. 

As with employee diccount~, the rcl~ted issue of collect
iv~ b3.l."9 olin ing wolgC r.:ltes .:lnci workin9 p=~ctices is an arc~ that 

-l-
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we mu::;t clc.lrly idclitify .:\!,'; within the .:\mbit of r.:ltem~%ins wh(;n 
we have ~ record which will support ~n ~djuztmcnt. The veil of 
collective b~r9~ining c~nnot be used to cover excessive cosr.s 
which in ~ rcgul.:\ted utility scttins c~n only oc borne ~y the 

r.:\tcp<lyer. 1\s ~ Commisziol"~, we muzt protect the roltep"'ycr from 
all excessive cost::; no nlolttcr wholt the sourcc. l\g<lin, it would 

behoove ~"'n"'gemcnt ~nd l~bor to re~lizc tholt utility bills in 
tod~y's world h.:\vc molde the pul:>lic more ~W.lrc th~n ever before 
of their utility 'compolny ",nc the service it providcs. Efficiency 
in operation will become more ~nd more critical in the future 
as costs rise and we, as regulators, will be called upon to 
scrutiniz~ with growing vigilance the l.loor prolcticcs of e~ch 
utility. If inefficiency exists - covered by collective b.lr9ain
ing or not - it must be disallowed for ratemolking purposes. Were 
we to do less, we would cheat the puolic we serve. 

S~n Fr~ncieco, C~liforniQ 
October 8, 1980 

-2-


