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OCPINION

Summary of Decision

This decision grants Pacific Gas and Electric Company
(PG&E) the first increase in watexr rates since 1954 for its Placer
Water System (Placer System). The decision finds that an increase
in rates to yield additional revenues of $330.,100, a retuxn on
rate base of 9 pexcent, and a return of 11.49 percent on common
equity is reasomable. The increase is authorized to be implemented
in two annual steps.

Because of interrelated subject matter, the application was
consolidated for hearing with the following other PGSE applications
for increases in water rates: A.58628 (Western Canal Water System),
A.58629 (Willits Water System), A.58630 (Jackson Water System),
A.58631 (Tuolumne Water System), and A.58633 (Angels Water System).
Separate dec¢isions will be issued on each application.

A duly noticed public hearing was held in this matter
before Administrative Law Judge Donald B. Jarvis in Colfax on
August 15, 1979. PFurther hearing was held in San Francisco on
Septembexr 11, 12, 13, 14, 24, 25, 26, 27, 28 and October 22, 23
and 24, 1979. The proceeding was submitted subject to the £filing
of briefs which were received by November 20, 1979.

Descrintion of System

PGEE's Placer System consists of a series of canmals and
reservoirs beginning at the Alta Powerhouse tailrace near the
community of Alta, serving areas adjacent to the canals aund three
treated water distribution systems serving the communities of
Colfax, Alta, and Monte Vista. In 1978 the system served 1,337
customers with water diverted from the Bear River aand Canyon Creek,
supplemented by water diverted from the South Yuba River through
PG&E's Drum-Spaulding Hydroelectric Project which is partly undex
license by the Federal Enexgy Regulatory Commission (FERC). Water
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supplied to customers £from the canals is untreated. Water supplied

to the town distribution-system areas of Alta, Colfax, and Monte Vista
is treated.

Material Issues

The material issues presented in this proceeding are:
(L) Is PGSE entitled to an increase in rates? (2) If PG&E is
enticled to a rate increase, what is the appropriate amount?
(3) Should any increase be implemented in one step or several?
(4) What is the appropriate rate design for any increase which may
be granted? (5) Should the Commission disallow for ratemaking
purposes the discount which PG&E provides its employees?
(6) Should the Commission in determining expenses use the wages
paid by PGS&E under the statewide collective bargaining agreement
which it has with the International Brotherhood of Electxrical Workers?
(7) should the Commission consider revenues received by PGSE for the
hydrogeneration of electric power in establishing the zates £or the
Placer System? (8) How should the contract between the Placer County
Water Agency (PCWA) and PGS&E be treated for ratemaking purposes in
this proceeding?
Present and Proposed Rates

The present general rates of the Placer System were

horlzed by Decision No. 50248 dated July 6, 1954 in Application

No. 34449. The rates became effective on Januwary L, 1955. It
was estimated that the authorized rates would produce a rate of
return on rate base of 0.90 percent for 1954.

The rates currently charged were made effective September 1,
1978 by Advice Letter No. 162-W. Advice Letter No. 162-W was £iled
July 28, 1978 pursuant to Ordering Paragraph S5 of this Commission's
Order Imstituting Investigatiomn (OII) No. 19. The primary purpose
of OII No. 19 was to reduce rates by passing on to customers the ad
valorem tax savings resulting from the addition of Article XIII-A
to the Constitution of the State of California (Jarvis-Gann
Initiative, Proposition 13). The mechanism employed is an
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addition of a Tax Change Adjustment Clause (TCAC) to the
Preliminary Statement for PG&E Tariff Schedules applicable to water
service in the Placer System. The TCAC specifiec that the rates
given on the tariff sheet for each rate schedule are to be

reduced by 8.6 percent. Placer System current gemeral metered
service rates are as follows:

Treated Water Colfax Water Service Area

Per Meter
Rates Per Month

Quantity Rates:
First 500 cu.ft. or less $ 1.75
Next 2,000 cu.fr., per .25
Nex® 2,500 cu.ft., per 100 cu.ft. . .18
Next 5,000 cu.ft., per 100 cu.ft. .13
Ovexr 10,000 cu.ft., per 100 cu.ft. .10

Minimum Charge:

For 5/8 x 3/4-inch meter $ 1.75
For 3/4-inch meter ......cecveinnnnn. 2.25
For l-inch meter .......c...... sovus 3.00
For - L=1/2-inch MELET ...everrvevnnsrnnns &.00
For 2~inch meter . y 7.50
ror 3-inch meter . .. 15.00
For 25.00
For . 6-inch meter 50.00
For 8-inch meter ......... sresaenns 75.00

The Minimum Charge will entitle the customer £o the
quantity of water which that Minimum Charge will
purchase at the Quantity Rates.
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Treated Water Monte Vista Service Area

Per Meter
Rates Per Month

Quantity Rates:

First 400 cu.ft. or less

Over 400 cu.ft., pexr 100 cu.fe. ............
Minimum Charge:

For 5/8 x 3/4-inch meter

For 3/4-inch meter

For l-inch meter

For 1-1/2-inch meter

For 2-inch meter

The Minimum Charge will entitle the customer to the
quantity of watex which that Minimum Charge will
purchase at the Quantity Rates.

Untreated Water
Rates Pex Meter

Per Month
@ Quantity Rates: I
First 1,000 cu.ft., per . $ .20
Next 2,000 cu.fr., per .15
Next 7,000 cu.ft., per .05
Next 90,000 cu.ft., per .03
Over 100,000 cu.ft., per .025
Minimum Charge:
For 3/4-inch meter , $2.00
For L-inch meter 2.50
For 1-1/2-inch meter 3.50
For 2~-inch meter 5.00
For ~ 3~inch meter 7.50
For 4=inch meter 10.00
Tor 6-inch wmeter 15.00
For 8-inch meter 20.00

The Minimum Charge will entitle the customer to the
quantity of water which that Minimum Charge will
purchase at the Quantity Rates.

-5a
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IG&E introduced evidence which indicates that at present

xates it bad the following actual and estimated rate of return from
the Placer System:

Year 1977 Year 1978 Year 1979 <Year 1980
Recorded Adjustec Estimated Estimated Estimated

At Present Razes (5.91)% (3.24)% (3.78)%  (2.91)%  (3.90)%
(Red Figure)

PG&E seeks herein authority to railse Placer System rates
to gemerate additional revenues of $473,000, or 288 percent; which
it contends will allow it to earm 3 return of 9.84 percent om rate
base. Because of the magnitude of the proposed increase, FGSE

proposes to implement if in two steps at a ome-year intexrval as
follows:




A.58632 ALJ/ec

Treated Water Colfax and Monte Vista Service Areas

Rates Step 1 Step 2
Per Meter Fex Metex
Service Charge: Per Month  Per Month

For 5/8-inch meter $ 7.00
For 3/4-inch metex 7.00 10.50
Tor l-inch meter 11.65 17.50
For l-1/2-inch meter 23.30 35.00
For 2~inch weter . 37.35 56.00
For 3~inch meter 70.00 105.00
Fox 4~inch meter 117.00 175.00
For 6-inch meter 233.00 350.00
For 8-inch meter 560.00
Quantity Rates:
First 300 cu.ft., per 100 cu.ft. .. § 0.3 $ 0.50
Over 300 cu.ft., per 100 cu.ft. .. 0.38 0.57
Minimum Charxge:
The Service Charge.

The Service Charge is a readiness-to~-serve charge
applicable to all measured General Metered Service
and to which is to be added the monthly charge
computed at the Quantity Rates.




. A.58632 ALJ/ec

Untreated Water

Rates Step 1 Step 2
rer lMeter rer Metexr
Service Charge: Per Month Per Month

For 5/8 x 3/4 ox 3/4-inch metexr $ 4.70 $ 7.00
Tor l-inch meter .... 8.00 12.00
For l-1l/2=inch meter .. 15.30 23.00
FTor 2-inch meter . 24.70 37.00
Fox 3-inch meter . 46.70 70.00
For 4-inch meter .... 76.70 115.00
For 6-inch metexr . 153.00 230.00
For 8-inch meter .. 247,00 370.00
. Quantity Rates:
Fizst 1,000 cu.ft., per 100 cu.ft. $ 0.30 $ 0.45
Next 2,000 cu.ft., per 100 cu.ft. 0.23 0.35
Next 7,000 cu.ft., per 100 cu.ft. 0.17 0.25
Over 10,000 cu.ft., per 100 cu.ft. 0.07 0.11
Minimum Charge: -

The Sexvice Charge.

The Service Charge is a readiness-to-serve charge
applicable to all measured General Metered Service
and to which is to be added the monthly charge
computed at the Quantity Rates.
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Undexr PGE&E's proposal the monthly bill for the average
Colfax treated water cuscomeri would increase from $3.94 to $9.81
at step L and $14.63 at step 2. The bill for the avexage Monte Vista
customer would increase from $5.94 to $10.57 at step l-and
$15.77 at step 2. The bill for the average untreated metered water
cuscomer-§ (Diteh System) would increase from $3.69 to $10.29 at
step 1 and $15.44 at step 2.
Position of the Commission Staff

The Commission staff (staff) takes the position that a
return on rate base 0f 9.84 pexcent is appropriate for the Placer
System., It produced different estimates than PC&E on revenues and
expenses. It contends that the additional revenues requested by
PGSE would produce a retura on rate base of 18.28 pércent. The
staff recommends an increase in revenues of $259,400 which, according
to the staff would yield a return on rate base of 9.84 perceat and

amount to a 95.7 perceat increase in revenue.

Some of the reasons for the differing estimates are:
(1) The staff contends that PG&E employee discounts should not be
considered for ratemaking purposes. (2) The staff contends that
the wages paid by PG&E pursuant to its union contract under union
work rules should not be directly applied for ratemaking purposes,
ané (3) The staff made different adjustments in the amounts utilized
for uncollectibles, interest charges, peasions and benefits
capitalized, allocations, depreciation, and other expenses.
Position of Placer System Customers

Fifteen members of the public gave sworn statements at
the hearing in Colfax. In addition, three of these witnesses gave
additional testimony at the hearing in San Francisco.

L/ Based on consumption of 1,375 cu.ft. per month.
2/ Based on consumption of 1,575 cu.ft. per month.
3/ Based on consumption of 2,125 cu.ft. per month.

-9
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Some witnesses testified that there were many elderly and
other persons with low incomes in the area and the proposed increase
would have a substantial adverse impact on them.

Three witnesses testified that the watershed in Placer
County abounds with water which is used for domestic and agricultural
consumption and the generation of hydroelectric power. It was the
contention of these witnesses that ''profits' derived from the sale
of hydroelectric power should be used to offset expenses of the
Placer System so that there would be no Iincrease in water rates or
a nominal one.

One witness expressed a concern that persons receiving
untreated water under Schedule P-1ll would pay wore for water than
customers receiving treated water under Schedule P-1. Two
witnesses testified that the proposed increase would preclude them
from raising cattle because the cost of water would be so high they

could not recoup the amount in the going sales price.

The general manager of the Meadow Vista County Water
District (Meadow Vista) testified that there are approximately 71
water companies and districts west of the Sierra Crest im Placer
County. Most of them are rua on a ''shoestring''. These companies
and districts must pay more for water than PCWA. To the extent
Meadow Vista and other companies or districts buy water for resale
from PG&E, the proposed rates would have a significant adverse
effect on them.
Position of the PCWA

The PCWA contends that its rates are governed by a power
sale and water supply contract entered into between it and PG&E in
1968, which was approved by this Commission. It argues that long-
term power sale and water rates were established in the contract and
bonds sold on that basis. PCWA takes the position that the coatract
rate is controlling, or in the alternative, the evidence presented
in this record does not justify a change in the contract rate.

=10~
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Position of International Brotherhood of
Electrical Workers

The Intermational Brotherhood of Electrical Workers,
Local Union No. 1245 (IBEW) appeared in this proceeding. The IBEW
contends that the Commission should not adOpt'Ehe staff recommenda-
tion to eliminate comsideration of the employee discounts for
ratemaking purposes. The IBEW argues that this recommendation is
contrary to Commission Decision No. 89653 and a prohibited
tacerference with the collective bargaining process. It argues
that the recommendation would interfere with the vested bemefits of
vetirees. The IBEW also contends that disallowance fox ratemaking
purposes of the wage rates and work practices provided for in its
collective bargaining agreement with PG&E would be comtrary to
public policy and not im the best interest of IGSE's custowers.
Discussion

As indicated, PG&E has not been authorized to increase
the rates for its Placer System since 1954.

"The theory on which the state exercises control
over a public utility is that the property so used
is thereby dedicated to a public use. The
dedicarion is qualified, however, in that the
owner retains the right to receive a reasounable
compensation for use of such property and for the
service performed in the operation and maintenance
thereof.” (Lyon & Hoag v Railroad Commission
(1920) 183 C L&5, 147; Feceral Powexr Commission v
Hope Natural Gas Co. (1944) 320 US 59.L.)

The record in the present application clearly indicates that some
increase is warranted.

A. Consideration of Customer Contentions

Some 0f the Placer System customers contend taat the
watershed which provides water £0r the system also provides water
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for the generation of hydroelectric power and that.the "profies”
from the sale of power should be used to ¢offset Placer System
expenses so that there would be no increase in water rates or a
nominal one. There is no merit in this contention.

BG&E operates a statewide system for the genmeration of
electrical power and six local water systems, which are not inter-
connected. The distribution of electricity in California is ome
of statewide concern. (Pacific Tel. & Tel. Co. v Citv of Los Angeles
(1955) &4 Cal 24 272, 280; Pacific Tel. & Tel. Co. v City and County
of San Francisco (1961) 197 CA 2d 133, 149; In re Johnston (1902)

137 Cal 115.) DIG&E is required by longstanding Commission and
federal regulations to account for its electric revenues and expenses
in proceedings iavolving electric rates. (Re Electric Utilities
(1937) 40 CRC 777; 16 USCA § 825.) Coumon semse and rudimentary due
process indicate that power revenues can only be accounted for once.
They must be accounted for in electric proceedings. Furthermore,

to remove a segment of power revenues from electric proceedings
would cause the fragmentation of PGE&E's statewide electric system
which is not in the interest of all the citizens of California.

The customers have a misconception of what they call the
"profits' from power which PG&E earns. In an electwic rate
proceeding this Commission authorizes PG&E Co charge rates which
will yield revenues giving it a reasonable rate of retura. Iz
Decision No. 89316, which was welied upon herein, PFG&E was authorized
a return of 9.84 percent on its electric rate base. IGS&E may not
realize the full rate of return from the rates authorized. I1I£ the
rates yield more than the authorized zate of returan, they will be
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adjusted downward in the next electric rate proceeding. Since IG&E
nas invested vast sums of momey in electrical plant the dollar
amount of the reasonable rate of return will be substantially
greater than the dollar amount of the reasonable rate of return

for a water system. There are no open-ended ''profics'.

Essentially the ''profits' argument is another form of the
argument heretofore considered and rejected. The ''profits" which
the customers look to are the revenues produced by hydroelectric
plants in the area. However, these revenues and all other electric
system revenues must be balanced against systemwide expenses. To
do otherwise would fragment PG&E’'s statewide electric distri-~
bution system and is not in the public intexest.

One point deserves coumment in passing. The xecoxrd
indicates that canals which have been included in the facilities
licensed as a hydroelectric project by the FERC are designated as
electric canals and are accounted for in proceedings involving
PGE&E's electric department. The remaining canals are accounted
for in EGSE's water systems. There is absolutely no evidence in
this record which would support a finding of improper classification
of canals. However, were this to be established in a subsequent
proceeding, it could have an impact on water rates.

The customers also contend that there was a contract
between the city of Colfax and the South Yuba Watex Company
(South Yuba) (PGS&E's predecessor in interest) which provided that
water be supplied to users from the Boardman Canal on the basis of
maintenance costs only. They urge that rates be set on that basis.

The presiding Administrative Law Judge, while questioning
its ultimate relevance, directed PGS&E to produce a copy of the

contract, if one existed. IPG&E contends that no such contract ever
existed.
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At the hearing in San Francisco PGE&E introduced in
evidence a copy of the resolution of its board of directors,
dated December 30, 1910, which approved the purchase of South Yuba.
(Exhibit 41-P.) There is no mention of the alleged contract in
the exhibit. Ome of the customer witnesses introduced in evidence
a copy of the deed, recorded in the Nevada County Recordexr's Qffice,
which conveyed South Yuba to EGS&E (Exhibit 42-P). The alleged
contract Is not mentioned in the deed. There is simply no credible
evidence in this recoxrd which shows the existence of the alleged
contract.

Tae California Supreme Court has clearly stated that the
"Commission is not a body charged with the enforcement of private
contracts.” (See Hanlon v. Eshelman, 169 Cal 200, [146é Pac. 656].)
Its functionm, like that of the Icterstate Coummerce Commission, is
to regulate public utilities and compel the enforcement of their
duties to the public...not to compel them to carry out their
contract obligations to individuals.' (Atchison, T.&5.F. Ry. Co. v
Railroad Commission (1916) 173 Cal 577, 582.) When the Commission
acts pursuant t£o Division 1 of the Public Utilities Code, it is
acting under the police power of the state and is not bound by
private contracts in the exercise of that power. (San Bernardino v
Railroad Commission (1923) 150 Cal 562; Miller v Railroad Commission
(1937) ¢ C2d 190, 195-96; Truck Qunmers, ete.,, Inec. v Superior Court
(1924) 194 Cal 146, L56; People v Superior Court of Sacramento County
(1965) 62 C 24 515, certiorari denied, 85 S. Ct. 134L1; People v
Rverson (1966) 241 CA 2d 115; Pratt v Coast Trucking, Ime. (1964)
228 CA 24 139; Vallejo Bus Co. v Superior Court (1937) 1% Ca 24 201,
205.) The Commission can, however, comsider such contracts in
arriving at its decision. (Application of The City of Parlier (1930)
34 CRC 739, 742.) Since the existence of the alleged contract has
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not been established, it is unnecessary ¢o speculate what
consideration should be given to its alleged provisions.

Finally, the customers argue that the Commission should
consider for ratemaking purposes that the Placer System is the
remnant of what was once a larger system, the remzinder having
been acquired by PCWA in 1968. The customers claim that the better
part of the original system was tramsferred to PCWA and that they

must genmerate the revenues to support that which remains of the
system.—

The facts surrounding that acquisition will be considered
at length in the ensuing discussion dealing with the PCWA contract.
For the purpeses of this analysis it is only necessary to note that:
(1) The traasfer of the portion of the Placer System to PCWA was
financed by revenue bonds which were approved by the voters of
Placer County in 1961, and (2) the transfer was approved by this
Commission in Decision No. 74617 in Application No. 50372 entered
on August 27, 1968. Since the tramsaction has long become final
and acted upon for many years the Commission has no jurisdiction
to disregard it in this proceeding. (Golconda Utilities Co. (1968)
68 CPUC 296, 305-06 and cases cited therein.)

In sum, the Commission finds that the Placer System which
is not interconnected with any of PG&E's other water systems must
be treated as an eatity for ratemaking purposes. IGE&E's electric

department revenues cannot be considered for ratemaking purposes
herein. ‘

3. The PCWA Contract
Initially, the staff took the position that any rate
increase which might be authorized im this proceeding should be

g/ There are suggestions that the Placer System customers would like

to be included in the PCWA but that the agency is not interested
. in acquiring the system at this time.

15«
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partially allocated to PCWA. During the course of the hearings
the staff changed its position. It now recommends that, based
upon its cost of service study, there be no increase in rates for
PCWA.

The PCWA was created by special statute in 1957. In
1963 it entered into a power sales contract with PG&E. Pursuant
to that contract PCWA constructed its Middle Fork American River
Project. The project included four powerhouses and tunnels from
the north fork of the American River to Auburn. All of the
electricity generated by the powerhouses is sold to PG&E pursuant
to the contract. The project also included a tunnel under Auburn
to the western part of Placer County. The purpose of this portion
of the project was to develop by storage and diversion water foxr
irrigation purposes in western Placer County.

In 1965, PCWA and PGS&E entered into negotiations dealing
with PCWA's purchasing a portion of the Placer System. The negotia-
tions culminated in two contracts dated June 18, 1968. One provided
for the purchase of the water system. The other was a water supply
contract in which PG&E agreed to provide PCWA with specified amounts
of water at determined rates. The contracts were presented to the
Commission for authorization to carry out their provisions in
Application No. 50372. The Commission in Decision No. 74617 found
that:

"l. The transfer of Pacific's water facilities known
as the Lower Drum Division Water System in
accordance with the terms of the Water System
Sale Contract executed on June 18, 1968 would
not be adverse to the public interest.

The Water Supply Contract executed by Pacific
and Agency on June 18, 1968 is not adverse to
the public interest.” (Slip Decision, p. 5.)
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The Commission authorized PG&E £o sell the system to
PCWA. It also oxrdered that:

"4. Pacific Gas and Electric Company is hereby
authorized to enter into and carry out the
terms and conditions of the contract
entitled 'Water Supply Contract Between
Pacific Gas and Electric Company and Placer
County Watexr Agency’, executed on June 13,
1968, which is attached to the application
as Exhibit D and by this reference made a
part hereof.” (Slip Decision, p. 6J

Because of the manner in which the Commission views the
record, it is uanecessary to dwell at length on PCWA's contention
that the Commission has no jurisdiction to modify the water supply
¢ontract rates. Assuming arguendo, that the Coumission has
jurisdiction to change herein the rates PG&E charges PCWA under Public
Utilities Code §§ 2701, 2712; (San Bernmardino v Railroad Commission,
supra; Miller v Railroad Commission, supra; Truck Owmers, etce.. Inc.
v Superioxr Court, supra; People v Superior Court of Sacramento
County, supra; People v Ryerson, supra; Pratt v Coast Trucking, Ine.,
supra; Vallejo Bus Co. v Superior Court, supra.) the recoxd does
not justify exercising that jurisdiction fox the reasons which
Zollow.

Both the staff and IG&E presented exhibits showing cost
of service analyses for furnishing water to PCWA. The studies,
while disparate, indicate that the revenues produced by the PCWA
contract rates yield more than the rate of return hereinafter
authorized.

The staff study is £lawed in two respects: (1) The
staff used a length capacity factor in allocating ditch system
expenses among PCWA and the other ditch users. This factor
contains the erroneous assumption that the cost of operating and
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maintaining a canal is directly propoertional to its length. The
overwhelming weight of the evidence indicates that, for example,

a canal of 20 cfs capacity would not require twice the amount of
money to operate, comstruct, or maintain than ome of 10 cfs
capacity. The inmer surface of the larger canal would not be

twice as large as the one with half its capacity. (2) The staff
did not properly allocate the expenses of the lower system facili-
ties. The staff allocated all the expenses of the Middle and Lower
Fiddler Green and the Ragsdale Canals to PCWA. The record
indicates that the Middle Fiddler Green Canal is used to deliver
water to the Nevada Irrigation District (NID) and PG&E. Duxring the
past eleven years only approximately one~third of the deliveries
through that canal went to PCWA. The record also discloses that
ICWA only uses a pexcentage of the water passing through the Lower
Fiddler Green and the Ragsdale Canals.

PGSE introduced in evidence a cost of servigce study
prepared by Brown and Caldwell, Engimeers. Brown and Caldwell
made an incremental anmalysis based on PCWA's proportional share
of annual utilization of the tramsmission and distribution system.
(Exhibit 66~P.) While the Brown and Caldwell methodology is
somewhat more reasonable than the staff's, the exhibit has two
deficiencies: (1) It excludes general and administrative expenses.
As a user of the system PCWA should bear its share of all expenses
connected with it. (2) The exhibit relies on operation and maintenance
expense (0&M) figures in other IGE&E exhibits.

The Commission f£inds that, in light of the findings here-
inafrer made, under a full cost analysis the revenues gemerated
under the 2CWA water contract will generate revenues that will yield
PG&E at least the rate of return authorized herein. In the
circumstances, PGSEZ should not be required to increase the rates
provided f£or in the contract. (Half Moon Bay Light & Power Co.
(1914) 5 CRC 778.)
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The Commission also notes that the record indicates thatg
NID has a contract with PG&E with similar rates. (Exhibit 55-P.)
In the light of our previocus findings it is umnecessary to consider
CWA's argument that to change its rates without changing NID's
would violate the equal protection of the laws. Furthermore, NID
is not a party in this proceeding. In general, its water is
delivered £from PG&E electric department canals. Again, we comment
that there is no evidence in this record to support a £inding of
improper classification of canals. However, were this to be
established in a subsequent proceeding, it ¢ould have an impact
on water rates.

To recapitulate, assuming the Commission has jurisdiction
to order an increase in the rates PG&E charges PCWA, it will not
do so in this proceeding because the contract rates on a full cost
of service basis will yield revenues which provide PG&E at least
the rate of return herein authorized.

C. Emplovee Discounts

For many years prior to the advent of a collective
bargaining agreement with IBEW, PG&E gave its employees a 25 percent
discount for utility service which it furnished. The discount also
applied to retired employees. The first collective barzaining
agreement between PGSE and IBEW provided for waintaining all
employee benefits then in existence. The present agreement provides
that PGSE shall not '"(l) abrogate 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 employ-
ment of any such employee to his disadvantage.' (Exkhibit 65, § 107.1.)

In Applications Nos. 55509 and 55510 which were applications
by PG&E to increase electric and gas rates, various parties urged
the abolition of the PG&E employee discount. The staff took the
position that the discount should be maintained for then current
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retirees and phased out over a 2-to 4-year period. In Decision
No. 89315 entered on September 6, 1978, the Commission

oxdered the phasing out of the employee discount with continuation
peraitted to those persons retired as of a specific date. Various
petitions for a rehearing were filed. Thereafter, on Novembexr 9,
1978, in Decision No. 89315, the Commission, in Decision

No. 89653, modified Decisionm No. 89315 to provide for retemtion of
the employee discount and denied rehearing.

Tbe pertinent portions of Decision No. 89653 are as
follows:

"The Commission is of the opinion that elimination
of employee discount rates is inappropriate at
this time since recent federal legislfyion

zohibits taxation of these benmefits.t

aployee discount rates appareatly will continue
to be a tax free fringe benefit, and any
additional cost that elimination of the discount
rates might create should not be placed on
PGEE's customers abseat a convineing showing
that such additional cost will not inm fact occur
and that the discount rates are a disincentive
to energy counservation.

"L/ On October 7, 1978, President Carter signmed
H.R. 12841, which prohibits the issuance of
regulations that would include employee
fxinge benefits in gross income.' (Slip
Decision p.l.)

L B
"IT IS FURTEER ORDERED that Ordering Paragraphs, 9, 10,
L1l, and 12 on page 22, Findings 2, 5, ané 6 on page 25, and
Coniclusions 1 and 2 on page 26 are deleted from Decision
No. 89315.
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"IT IS FURTHER ORDERED that the following f£indings and
conclusions are inserted in Decision No. 89315 as follows:.
"On page 25, Findings 2, 5 ané 6:

'2. PG&E's employee discount rates have not
been shown to be a disincentive to energy
¢onservation.' -

'S. Employee discount rates will continue

£o be a tax free fringe benefit since recent
federal legislation prohibits the issuance
of regulations that would include employee
£ringe benefits in gross income.'

'6. Eliminating employee discount rates would
ultimately result in increased cost of
service.'

"On page 26, Conc¢lusion 1t

'l. Based on the evidence in this record it
cannot be concluded that employee discount
rates should be discontinued.'”

In this proceeding the staff does not propose directly

eliminating the emplovee discount. It argues that the discount should

not be allowed for ratemaking purposes herein, Or that revenues be

imputed £or ratemaking purposes. The rationale £0r the staff's

position is that not all employees who receive the discount are

used or useful in the water utility operation and that including

the equivalent number of full-time emplovees actually engaged in

water operations would have a negligible effect on revenue estimates.
IBEW contends that the discounts are part of the collective

dargaining agreement with PG&E and refusal to consider them for

ratemaking purposes is an impermissible intrusion into the collective
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-

bargaining process which is preempted under federal law.g/ IBEW
argues that the staff position is contrary to Labor Code Sectionm 923,
which provides in part as follows:

"In the interpreéation and application of this chagtcr,
the public policy of this State is declaxed as follows:

A3

Negotiation of terms and conditioms of labor
should result from voluntary agreement between
employer and employees. Governmental authority
has permitted and encouraged employers to
organize in the corporate and other forms of
capital control. . . . Therefore it is necessary
that the individual workmam have £full freedom
of association, self-organization, and designa-
tion of representatives of his own choosing,

to negotiate the terms and conditions of his
eamployment. ' :

Finally, IBZW contends that the Commission should follow its holding
in Decision No. 89653. It assexrts that if the discounts are
eliminated, greater revenues for BFG&E will be required to pay for
the substitute, taxable benefits to which the employees would be
entitled.

, PGEE argues that employee discounts are part of its
collective bargaining agreement and should be allowed in this
proceeding. It contends that if the discounts are disallowed, the
staff presenmtation £ails to provide for additiomal revenue necessary
to compensate for the disallowed bemefit or the source of such
revenue,

IG&E grants its employees and retired employees a 25 percent
discount for every service it provides to residents of the area in
which the employee resides. If water, gas, and electric service
are provided to residents in the area in which the employee resides,
ne or she will receive discounts on each of these services. If nome

5/ PG&E is engaged in interstate commexce and is an employer within
the meaning of the National Labor Relations Act, 29 USC § 151,

. et seq.
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of the services is provided to residents in the area in which the
employee resides, he or she will receive no discounts.
The following is a summary of the number and classification

of PGS&E employees who receive a water discount in the Placer Systenm:

Employee Class

No. Retired

No. Metexr Reader

No. Water Systems Repairman

No. Retired

No. Troubleman

No. Retired

No. Retired

No. Line Subforeman

No. Retired

No. Retired

No. Helper, Hydro Maint.

No. Ditchk Tender

No. "L.T.D.

No. Retired

No. Retired

No. Line Subforeman

No. Water Subforeman

No. Troubleman

No. Retired

No. Fld. Cleri Water

No. Retired

The impact on revenues of the staff's proposal is as

AVo BN IR e ATV SR FE R AL o)

| o
o

follows:
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Revenue Reduetion Due To
Eimplovee Discount

Number of
Employee
Present Rates Proposced Rates Customers

Placer System $300 . $1,500 21 V/

The contention of IBEW that the Commission may not disallow
the employee discounts because the National Labor Relations Act
(NLRA) preempts the Commission from intexfering with the terms of
the collective bargaining agreement need not be considered at length.
Section 3.5 of Article III of the Califoraia Constitution, adopted
on June 6, 1978, provides that:

"An administrative agency, including an administrative
agency created by the Constitution or an initiative
statute, has no power:'

veo%n %

"(e) To declare a statute unenforceable, or to
refuse o enforee a statute on the basis
that federal law or federal regulations
prohibic the enforcement of such statute
unless an appellate court has made a
determination that the enforcement of
such statute is prohibited by federal law
or federal regulations."

IEEW has cited no appellate court decision which holds that provisions
of the NLRA prcempt the California constitutional and statutory
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provisions which confer ratemaking jurisdiction on this Commission.
Assumiag arguendo, that IBEW's contention is correct, the Commission
has no jurisdiction to act upon it in this proceeding.

On the mexrits, the Commission is of the opimion that the
employee discount should be allowed for ratemaking purposes for the
reasons which follow.

Employee discounts are part of a total compensation package
embodied in a ¢ollective bargaining agreement between PGE&E and IBEW. Such
agreements are favored under federal and state law. (29 USC § 151 et
seq.; Labor Code §923.) Thexe is no evidence in this record which
would support a finding that the total compensation package
embodied in the collective bargaining agreemeat is unreasonable.
Decision No. 89653 found that PG&E employee discounts should not be
eliminated. If xeasomable compensation paid to employees is
excluded from consideration for ratemaking purposes, the effect

111 be a surreptitious diminution of PG&E's authorized rate of
return.

The staff presentation in support of excluding employee
discounts for ratemaking purposes was not persuasive.

The staff engineer who testified in support of the position had
never examined the collective bargaining agreement and was not very
familiar with Decisioms Nos. 89315 and 89653. (RT 589, S91.) The
record clearly indicates that many PG&E employees, at different
times, perform functions for its various departments (gas, electric,
water, and steam). The staff witness wmade no attempt to quantify
this with respect to the water system. (RT 632) Finally, the

lack of logic {n the staff's position is illustrated by the
following colloquy between the Administrative Law Judge

and the witness:
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"ALY JARVIS: Well, aren't you saying it should be
disallowed for ratemaking purposes which means it
does not come out of operating revenues, but comes
out of shareholders' money?

"THE WIINESS: No.

ALY JARVIS: Where does it come out if it does not
come out of allowed revenues?

"TEE WITNESS: I am not saying the discount for the
used or useful employees should not come out of
revenues.,

"ALY JARVIS: No, you are restricting it from all
employees?

"THE WITNESS: Yes.

"ALY JARVIS: So, to that extent, to the extent
that that is covered in the union contract as
implied by the questions and what you are
saying is it is not funded out of operatin
revenues 0f the company =-- is that correct?

"THE WITNESS: I would correct that a little
bit 1if I may, my perception of it.

"It should not come out of the revenues of the
watex department.

"I would have mo objection to it coming out of
the revenues for the entire PGSE operation.

"ALJ JARVIS: Well, couldn't the argument be
nade in an electric or gas proceeding that
since they were water matters that they
should not come out of the other departments?

"Don't we go through a little circle that
doesn't come out of any department, but in
each ¢ase you say it comes out somewhere
else?

"THE WIINESS: I don't know, and I don't

think so, though, because I think that with
what we have to look at here is that given

the example of Tuolumme, again, where there
%:e 60 employees or retireces who are eligible
for it.
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"ALJY JARVIS: I understand. You are claiming that
only ten are useful.

"What I'm saying: if we adopt your theory, we
don't need to zo through the facts. We all
understand what your 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 somewhexe else of the operating
revenues of the company.

"I'm asking you where in the company it comes
out of, and would not the same objection be
wade in these other departments in another
case before the Commission?

"TEE WITNESS: I don't know."

The Commission will include the employee discount in
estimating revenues in this proceeding.

D. Union Wage Rates and Working Practices

As later comsidered, the staff in presenting its operating
and maintenance (O&M) estimates for the Zest vear made certain adjust-
ments to the estimates presented by PGSE.  Among the adjustments was
one for OsM payroll. There was testimony in the consolidated
hearing about wage rates and union work practices.

In the Placer System. piped, treated water is distributed
in Colfax, Alta, and Monte Vista. In the remainder of the system
untreated watexr is supplied from camals (ditch system or ditches).

A staff assistant engineer testified that his estimate for the
annual expense of ditch maintemance for all of FG&E's ditech systems
was $1,000 per mile, which included $500 per mile for repairs and
$500 per mile for cleaning. He based his estimate on four factors:
(1) Observation of a ditch-cleaning crew on a field trxip.

(2) Information provided by PG&E that a ditch-cleaning erew
consisted of eight persons, whom he believed to be casual laborers.
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(3) Information received by telephone £rom an employment agency
in Auburn and the PCWA which indicated that ditch-cleaning labor
could be obtained at wages between $3.50 and $5.50 per hour.

(4) His opinion that an eight-man crew should be able to clean an
average ¢f one mile of ditch per day. Part of the staff engineer's
estimate was based on wage rates for highway weed-cleaning crews
and construction laborers. He also testified that the union work
rules should not be fully recognzzed for the purposes of the
consolidated proceedings.

PGS&E and IBEW presented testimony differing £rom that of
the staff on the question of ditch maintenance expenses.

An IBEW shop steward who is a PG&E subforeman and was
formexly a ditch patrolman gave the following testimony: Watexr
system ditches are narrower than hydro-ones and thexrefore cannot
be cleaned with the use of mechanical equipment. Ditch-cleaning
is not comparable to chopping weeds at the side of the road. Ditch-
cleaning is backbreaking work in mud all day. The ditech ¢leaner
works in hip boots with a shovel or a hazel hoe. Except for a
lunch breal, the work is conctant. The subforeman testified that
he has observed ditch-cleaning workers quit after half a day om
the job and many quit after two orx three days because of the
rigorous nature of the work. He testified that in his opinion an
eight-man crew would clean an average of one-half mile of ditch per
day. He also testified that in maintaining ditches PG&E pexrsonnel
gunite them, cement them, build flumes, remove trees and rocks,
repair leaks, construct headgates, £ix meters and regulator pits,
and put in new sexvices, sometimes blasting as required.

Evidence adduced by PG&E and IBEW indicates that if PG&E
were to contract out the ditch-cleaning operation, IBEW contends
that it must pay the prevailing union wage rate for laborersaé

6/ The IBEW contends that its position is similar to that required
undexr Section 1771 of the Labor Code for public works projects.

=28~
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The evidence indicates that under the Laborexr’'s Union Master
Agreement, the prevailing rate for the laber in question, including
overhead, would be $14.10 per hour. However, PC&E does mot
contract out this work.

Ditch-cleaning is performed by eight-man crews who are
euployees of PG&E. Under the collective bargaining agreement
between PG&Z and IBEW all pexsons performing the same job receive
the same salaries, whether they are permanent employees or casual
ones. Many of the persons hired to do ditch-cleaning are casual
employees who do not becowe permanent ones.z- Sometimes they
continue on to become employees in the comstruction department.
IG&E pays ditch-cleaners $6.98 per-houx under the collective
bargaining agreement. The foreman and truck driver receive higher -
wages because of their job classifications, although the entire
crew works at cleaning the ditches.

The staff produced no evidence which would indicate that
the collective bargaining agreement between IPG&E and IBEW was not
arrived at fairly or that the wages and working conditions provided
fox therein are unreasomable. (Labor Code § 923.) The basis upon
which the staff engineer estimated ditch maintenance costs is weal.
He did not use the collective bargaining wage rates. His comparison
of ditch~cleaning with highway weed removal does not stand up under
the weight of the evidence. His estimate, based upon obsexvations
on a field trip, of how much ditch-cleaning an eight-man crew would
average, is not as persuasive as the testimony of those who have
actually done the work and described what it entails.

The wages paid PGS&E employees and the union work rules are
part of the collective bargaining agreement heretofore discussed.

7/ Six months employment is required to achieve permanent employee
status. .

-29-
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As indicated, the collective bargaining agreement is comsonant with
federal and state policy. Assuming the Commission has jurisdiction
to disregard the agreement for ratemaking purposes, a strong
showing of unreasonableness should be required before it does so.
The staff made no such showing in this proceeding.

The Commission will not disregaxd £or ratemaking purposes
in this proceeding the wages and work rules provided for in the
collective bargaining agreement between PGE&E and IBEW. EHowever,
this determination does not mean adjustments will not be made for
any inefficient use of labor by PGEE.

E. Water Consumption and Omerating Revenues

PG&E and the staff introduced evidence of different
estimates of water consumption and operating revenues f£or the test
year. The differences axe summarized as follows:

Water Consumption And Owmerating Revenues

Utility
Iten Staff Utility  Exceeds Staff
Total Operating Revenue ~ 1980
Present Rates $ 271,100 $ 251,700 $ (19,400)
Proposed Rates 773,100 724,600 48,500
(Red Figure)

‘ The staff agreed with the PG&E estimate of customers,
except for the residential and irrigation categories of the ditch
system. The staff's estimates for those categories are bzsed on
annual recorcded data from 1969 to 1978 and include a projection
which takes into account an increased rate of growth which began in
1976. The staff estimate which is based on recorded data is more
reasonable than that of PG&E and should be adopted.
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BG&E included in its estimate an arbitrary 10 pexcent
decrease in consumption for residual conservation resulting from
the 1976-77 drought. The staff did not make such an adjustment.

The staff made independent estimates of comsumption utilizing a
multiple wegression analysis for normalization with the independent
variables being time, temperature, and precipitation. This differed
from PG&E's approach which for most subelasses of service was a
regression analysis using only time as an independent variable.

The staff estimate indicated that thexe was a significant
decrease in water consumption by the residential and business
customers undexr Schedule No. 1L, which did not appear in other
schedules. Thexe was no sigaificant difference in the staff and
PG&E estimates on this schedule. ZGE&E estimated 1980 consumption
to be the same as 1976 recoxded for Schedule No. 1 business customers.
The staff's aultiple regression analysis indicates a statistically

significant linear increase in consumption with time, and it pro-
jected the increase to 1980. The staff estimated 1980 consumption
to be the same as 1978 xecoxded f£for Schedule No. 2 business

customers while PGS&E estimated it to be the same as 1976 recorded.
The recoxrd clearly indicates that there is no longer any significant
residual conservation from the drought. The staff estimate of
consumption which is based on more extensive estimates than 2G&E's
and does not include an amount £or residual comservation is more
reasonable than PGS&E's and should be adopted.

The staff estimate of revenues £or the test year also
differs from that of PG&E because the staff did not exclude the
amount of the employee discount. The Commission has found that the
employee discount should be used in estimating reveanues in this
proceeding. Therefore, the staff estimate will be modified to
reflect the discount.
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F. Operating Expenses

1. Operation and Maintenance Expenses
-{a) Purchased Power
PG&E included its estimate for purchased power
expenses in the category of ''town other' expenses. FGS&E provided
no data on the sizes, cfficicncics, and power consumption of
individual mocors.§/ The staff estimated power purchase expense
based on the lowest power requirement during the last five years
which was assumed to indicate peak pump efficiencies. The require-
meant was multiplied by the staff's cstimate of trecated water
production. The staff estimote is moxc xcasonable than PGSE's
because it is based on the cfficient use of pumps and other
cstimates herctofore found to be reasonable, and should be adopted.
(b) Purchased Chemicals
The staff and PG&E based their purchased
chemicals estimates on recorded costs. Chemical costs per 100
cubic feet of treated water have been rising for the Placer System.
The staff estimate, which is based on the treand, is $0.03050 per
100 cubic feet of treated water produced. Multiplying this by the
staff's 1980 estimate of 227,700 cubic feet of treated water results
in a chemical cost of $6,900. The staff's estimate is moxe xeasonable
than PGSE's and should be adopted.
(e) Payroll
The staff agrees with PG&E's cstimate of payroll
for customex accounts and this will not be discussed.

8/ Case No. lOLl4 relates to water conservation and 1s still pending
before the Commission. In Decision No. 88466, the second
interim decision in that casc, the Commission required in Oxderin
Paragraph 4 that: 'Reports on pump efficiencies and pump overhau
. status shall be presented as evidence during rate proceedings."
PG&E is a respondent in Case No. 10Lll4.
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There is a considerable difference between the
PG&E and staff estimates for the remaining payroll expenses.

PG&E is primarily a gas and electric utility.
Its accounting procedures and computer data programs are not set up
in the format usually utilized by water utilities. PG&E's payroll
estimates are based on amounts actually allocated to the Placer
System in its accounting system and projected for the test yeaxr.
These allocations are derived in the following manner: The salaries
of employees who work full-time for the Placer System are credited
to payroll. As indicated, some PG&E personnel work for various
departments. In these instances the person's field supervisor
determines the percentage of time worked in each department. The
dollar value of the percentage is placed in the payroll item for
the appropriate departwent. The percentage allocations made by
the £field supervisor are not audited.

The ordimary methodology of the staff in estimating
payroll expenses is to examine the recorded data for the water
system in question. In this proceeding the staff made various
data requests to which PG&E did not timely respond. When it did
respond, PG&E found it necessary to twice correct its initial
response. Certain information requested by the staff could not be
provided ./

When the staff became dissatisfied with PGSE’'s
responses to the data requests it developed its own methodology
for estimating payroll expense. A staff witness made a compaxa~
tive analysis of customer expenses for 34 California water systems.
The staff exhibit contains a graph which shows that the 0&M payroll
¢ost per customer in the 34 systems selected for comparison ranges

9/ PGE&E contends that to have provided the information would have
required visual seaxch of records where over 15,000 entries a
cay are made, which, it asserts, is unreasonable.
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from $18 to $52. DPG&E's estimated cost per customer exceeds this
range in each of its domestic systems. In the case of the Placer
Systen, according to the staff it is $86 per customer for the
domestic system and $5,043 per mile of ditch. The witness, based

on his investigation, recommended that an amount of $48 per customer
for O0&M payroll would be reasonable for the domestic customers and
$1,050 per mile of ditch. The staff used these amounts in its
estimate.

In rebuttal, PGSE introduced an exhibit which
PUXports to show that the O&M payroll estimate is a lesser amount
per customer than stated by the staff. Under PG&E's figures the
amount of O&M payroll per customer, before subtractions, is $74.31.
PG&E contends that utilities with water treatment plants have
greater labor costs than those using well water or purchased water.
It contends that water treatment labor should be subtracted frow
the staff's comparison. IGE&E also contends that its labor costs,
which are based on the collective bargaining contract, are higher
than those of nonunion utilities and this increment should be
subtracted in the comparison. With these adjustments, IG&E contends
that its payroll O&M for the Placer System is $29.59.

The Commission is of the opinion and f£inds that
the methodology used by PG&E to determine payroll O&M is gemerally
more reasonable than that used by the scaff with a 20 perceat
adjustment for the domestic system and a 30 percent adjustment for
the ditch system.

PG&E is entitled to have included as expenses
for ratemalking purposes the amount it will reasonably spend for
0&M payroll during the test year. As the. applicant, it bas
the burden of proof to present evidence on this issue. (Evidence
Code §§ 500, 550; Shivell v Hurd (1954) 129 CA 28 320, 324;
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Ellenbergzer v City of Qakland (1943) 59 CA 24 337.) However, it <is
£ox the Commission to make the determination as te what are reasonable
0&M payroll expenses. (Federal Power Commission v Hope Natural Gas
Co., supra; City of Visalia (1969) 65 CPUC 311, 319.) The record
clearly indicates that IC&E has produced evidence upon which
£findings can be wmade.

PGS&E based its estimates for Q&M payroll om
recorded data of payroll allocated by its accounting procedures
to the Placer System in past years. The use of recorded data as
the basis for test year estimates is time-honmored and appropriate.
The difficulty with PG&E's figures is that the underlyimg data was
not provided upon which examination into the following areas of
inquiry could be made: (L) Whether PGSE's field supervisors made
proper time allocations f£or the percentage of salaries charged to the
Placer System, and (2) whether PG&E used its personnel most effi-
ciently in operating the Placer System.

The staff methodology for estimating O&M payroll
is flawed. As indicated, PGS&E is entitled to reasonable expenses
for operating and maintaining its Placer System, regardless of
what reasonable expenses may exist in other systems. The staff
methodology of deriving a per-customer cost for O0&(Y payroll for
other systems is only a device for testing reasonmableness.

The staff witness initially selected comparisons
which differed materially from the PG&E water systems. Some of
the examples were from large water systems with over 5,000 customers.
Thereafter, he added 1l additional examples, which were more
comparable to the PG&E water systems, to his reports, but ke did
not redo his original estimates. Pertinent testimony of the staff
witness is as follows:
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"THE WIINESS: My first zough estimate did not include
systems, for want of a better term, that are IG&E-like.

"7 did not think that that was fair to PG&E.

"So, I included half a dozen, possibly more systems,
that were as close as I could come to duplicating
PG&E's water treatment system.

"Q Now, whea you added these systems, did you also redo
the results of your originmal graph which you have before
you to include those 1l additional systems to be
compared, and did you revise your numbers based upon
any additional data?

"A No.
"ALJ JARVIS: Excuse me.

"If the original systems were not PG&E-like, which'I
would assume would not be comparable, why did you
keep them in?

"THE WITNESS: I wanted a wide variety.

"7 wanted to examine all different kinds of water
systems.”" (RT 690-91.)

Some of the systems used in the staff comparison had no watex
treatuent and the staff witness made no attempt to determine the
degree of water treatment existing in others. Nome of the systems
used in the comparison paid PG&E wage rates. The witness was not
familiar with whether the systems used in the comparison had union
work rules similar to PGE&E's. As previously noted, the staff
estimate on ditech-cleaning is flawed. (Page 29, supra.)

Rate comparisons aze of little probative value
unless the factors compared arxe similar. (Delta Warehouse Co.
(1950) 49 CPUC 702, 705.) 1In view of this deficiency in the staff
aethodology, it will not be adopted.

While the Commission will adopt PGEE's methodology,
adjustments must be made. As indicated, the time allocations of the
field supervisors have not been audited and the record indicates a
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possible margin of error in these allocations. It also indicates
labor may not always be effectively utilized in the Placer System.
The Commission finds that the magnitude of these deficiencies
does not exceed 20 perceat for the domestic system and IG&E's
payroll estimate will be reduced by that amount. An additional
adjustment will be made for the diteh system. In addition to the
factors just enumerated, the record indicates the close proximity
and interrelationship of electric department canals in the Placexr
System. The wmargin of erroxr in these allocations is thus increased.
The Commission finds that the magnitude of deficiency does not
exceed 30 perceat for the ditch system and PGSE's payroll estimate
will be reduced by that amount.
(d) Other Expenses and Uncollectibles

PG&E included purchased power in its estimates
under the item of "town other'. The staff made a separate estimate
which was previously adopted; since the IG&E diteh expenses as
modified have been adopted, the FGS&E ''ditch other' expenseswill also be
adopted. The other difference occurs in the estimate for
uncollectibles. PG&E and the staff used 0.001534 as the rate for
uncollectibles. The difference in the amount results from the
staff using a higher estimate of revenues. Since we have found
the staff's revenue estimate to be generally more reasomable, we
£ind that the staff's estimate of uncollectibles is more reasonable
and should be adopted. The estimated 0&M expenses are as follows:
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PG&E Placer Water Systenm
Operation & Maintenance Expenses
Test Year 1580

Item Staff Ueilie Adopted
== =222 Thousands S Dollarsy

At Present Rates

Purchased Power S
Purchased Chemicals
Town Payroll
Diteh Payroll
Town Other
Ditch Other
Uncollectibles
Total O&M Expenses

At Pronosed Rates

Uncollectibles 1.2
Total O&M Expenses 229.6

2. Administrative and General Expenses (Direct)
PGEE and the staff are in agreement with respect to
estimated direct Administrative and Genmeral (ASG) Expenses. The
estimate is reasonable and is as follows:

PG&E Placer Water System
Administrative And General Expenses
Test Year 1980

It Staftf Oeilie Adopted
=== (Thousands oz Dollars)

Regulatory Commission Ex. . $ 0.3 $ 0.3
rranchise & Business Tax . 0.0

0.0
Total A& Expense .3 0.3 0.3

3. General Q0ffice Prorated Expenses
(a) There is a difference between the PGSE and staff
estimates of indirect ALG expenses. 7o determine indirect ASG
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expenses, it is necessary to determine the total and allocate an
appropriate amount to the water department. The amount allocated
to the water department is further allocated to each of the
districts. These allocations are based on the "four-factor" ratios.
BG&E's allocation to the water department is 0.35 percent, of wbich
15.86 percent is allocated to the Placer System. The corresponding
staff ratios are 0.26 percent and 13.93 percent. The Commission
will adopt the staff's 0&M allocated and the four-factor ratios as
wmore reasonable.

However, we do not agree with the figure the staff
used in determining the total amount of ASG expenses to be allocated.
At the time of these consolidated hearings, the issue of PG&E's
total ASG expenses was before the Commission in Applications Nos.
58545 and 58546. The Commission takes official notice that in
Decision No. 91107 entered ou December 19, 1979 in the referred~to

applications it adopted PG&E's £imal revised ASG estimate of
$126,405,000 (less $62,000 for correction of an erroxr in advertising
e*cpense)—9 for test year 1980 in the electric department, and
$59,036, OOOL— for test year 1980 in the gas department. Therefore,
we find that the correct total amount of A& expenses to be allocated
is $185,379,000. Since the total amount of ASG expenses that the
staff used is $161,798,000, we find that the staff's estimates for
allocated ASG expenses should be inereased by 14.57 percent. For

the Placer System, this results in an allocated AL expense of
$51,400.

(b) For prorated ad valorem taxes, the Commission
finds that the staff's estimates, which are based on more recent
and actual data are reasonable and should be adopted. |

A summary of the Genmeral Office Prorated Expenses
is as follows:

10/ ©Page 25 of D.9L107, A.58545 and A.58546.
11/ Page 46 of D.91107, A.58545 and A.58546.
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PGSE Placer Water System
General Office Prorated Expense
Test Year 1980

Item Sraff geilizy Adopted
(Thousanqs ot Dollaxs)

0&M Allocated $10.8 $ 3.6 $10.8

ASG Indirect 44.9 104.1 51.4
Ad Valorem Taxes 1.3 3.1 1.3

Total Prorated Expense “57.0 ~TI5.8 <75
4. Taxes Other Than Income

PG&E and the staff presented differing estimates of
ad valorem and payroll taxes. DPG&E used the five years' assessed
value from 1972-73 to 1976-77 to develop a compound growth rate of
S percent per year. The 5 percent compound growth rate was used
to project the 1978-79, 1979-80, and 1980-8L assessed value. PG&E
applied an estimated $5.20 property tax rate to its estimated
assessed valuation for 1980 ad valorem taxes. The staff used the
latest property tax rate of $4.449 per $100 assessed market value
(post-Axticle XIII-A) in its estimates. The ratioc of 1978~79
assessed market value to beginning-of-year 1978 plant is 0.2342.
Staff used this ratio, its estimated 1980 beginning-of-year plant,
and the $4.449 tax rate for its estimate of ad valorem taxes. The
1978-79 tax bills information (post-Article XIII-A) was available
to staff at the time its estimates were made while PGEE made a
judgment estimate of a $5.20 tax rate. IBG&E and the staff used
1980 rates for FICA, FUIL and SUI payroll taxes estimates.

The Commission finds that the staff estimate on ad
valorem taxes, which is based on more recent and actual data, is
reasonable and should be adopted.

The staff's estimate of payroll taxes is less than
PG&E's because the staff estimated lower payroll expenses, an
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estimate heretofore rxejected. In the circumstances the Commission
finds that the PGE&E estimate should be modified and adopted.
A summary of the estimates is as f£ollows:

PG&E Placer Water System
Taxes Other Than Income
Test Year 1980

Item Staff Utility Adopted
Ad Valorem Taxes $37,400 $50,900 $37,400
Payroll Taxes 10,500 18900 14,175

Total L7500 69,800 ST.575

5. Income Taxes

PGSE and the staff used a flow-through basis for tax
computations. A comparison of the estimates is as follows:

PG&E Placer Water System
Taxes Based On Income
Year 1980 Estimated At Present And At Utility Proposed Rates

Item Staff Utility
Present  Proposed  FPresent Proposed Adopted
Rates Rates Rates Rates .~ Rates
California

Corp. Frahchlse Tax $(l7 500) 27,600 (43,600 (l 100 700
Federal Income Tax 92 .000 117 800 223 800) (26 000 S SOO
Total Income Tax (L
(Red Fzgure)

The income tax estimates axe based, in part, on
estimated operating revenues and O&M expenses. In view of the
adjustments heretofore made, the Commission finds the amounts of
$3,700 for California Corporation Franchise Tax and $5,300 for Federal
Income Tax to be reasonable.
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G. Utilicy Plant
PG&E and the staff presented different estimates of the
Placer System's utility plant, as follows: |

PGSE Placer Water System
Utility Plant
Test Year 1680

Item Staff ytility Adopted
Utility Plant $4,089,900 $4,398,600 $4,079,900
As with genecral office prozated expenses, common utility

plant i3 allocated by the four-factor formula. As was previously
indicated, the allocation factor is besween those estimatec by
s+aff and PGSE. We will adopt $4,079,900 as rcasonable.

The rema2ining differences occux because of the staff's
treatment of the write-0ff of 2 nonproducing well and of construction
jobs over $50,000. The Commission finds that the staff estimates in
these areas arye more reasonable and should be adopted.

H. Depreciation Exnense and Reserve

PG&E and the staff presented differing cstimates of

depreciation expense and reserve, 3s Lollows:

PG&E Placer Watexr System
Depreciasion Expensc and Reserve
Test Yecar 1980

tem Staff Utility Adopted

Depreciation Expense $ 35,000 $ 38,800 $ 35,000
Depreciation Resexve 2,702,900 2,721,400 2,702,900

There are some minor differences between PGE&E and the staff
with respect to net salvage percentages. The Commission finds the
staff estimates of net salvage percentages to be more reasonable
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than those of PG&E and that they should be adopted. The primary
differences between the PG&E and staff estimates of depreciation
expense and weighted average depreciation resexve are due to
different figures used for the common utility plant allocation and
estimated plant additions. Eaving wodified the estimate for common
utility plant, the Commission £inds that the staff estimate,
similarly modified, is more reasonable than PG&E's and should be
acopted.

I. Rate Base
PGEE's estimated total weighted average rate base for the
test year 1980 is $1,689,500. The staff's is $1,411,300. The
Commission has considered the differenmces in discussing utility
plant. The Commission finds that the staff estimate should be
adjusted for the aforesaid modifications for common utility plant.

As adjusted, the staff's estimate is reasomable and should be
adopted. A summary is as follows:
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IG&E Placer Water System
Average Depreciated Rate Base
Test Year 1980

Item Staff Utilie Adonted
) (Thousands o Dollars)

Weighted Ave. Water Plant
Tetal Weighted Avg. Plant $4,089.9 $4,398.6 $4,079.9
Working Capital

Materials & Suiglies 6.8 6.8 6.8
Working Cash Allowance . 28. 17.5
Total Working Capital 3G, 24,3

Adjustments

Advances (1.9) (1.9) (1.9)
Deferred Inv. Tax Credit o (L.9) (20.6) 1.9
Total Adjustuments 0.0 (£4.D) .

Subtotal Before Deduct. 4,114.2 4,410.9 4,104.2
Deductions

Depreciation Resexves 2,702.9 2,721.4 2,702.9
Avg. Depreciated Rate Base 1,411.3 1,689.5 1,401.3
(Red Figure)

J. Rate of Return
The question of what comstitutes a reasonable rate of
return is one to be determined by the Commission. (Citv of Visalia
(1969) 69 CPUC 311, 319; PT&T Co. (1954) 53 CPUC 275, 284.)

"Among the factors which the Commission has enumexated
in recent decisions on other utilities as influencing
the rate of return which also mizht affect the level
of rates or of a particular rate are: investment in
plant, cost of money, dividend-price and earnings-
price ratios, territory, growth factor, comparative
rate. levels, diversification of revenues, public
relations, management, financial policies, reasonable
construction requirements, prevailing interest rates
and other economic conditions, the tread of rate of
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return, past financing success, future outlook for the
utilicy, outstanding securities and those proposed to
be issued. Additiomal factors to be considered are
adequacy of the service, rate history, customers
acceptance and usage developed under existing rates,
value of the service and cost to sexrve. No ome of
the above factors is solely determinative of what

2wy constitute reasonableness of earnings, rates, ox
rate of retura." (PT&T Co., supra at p. 309.)

Cost of momey is not decisive on the issue of rate of return. (So.
Cos. Gas Co. (1960) 58 CRPUC 27, 44; California Water & Tel Co.
(1952) 52 CPUC 180, 190.)

Because of its unitary capital £inancing, it was permissible
for PG&E in presenting its case to utilize the most recent previous .
Comuission electric and gas decision which found a rate of return
based on PG&E's cost of capital foxr the test year 1978.

Decision No., 89216 gave extensive consideration to return
on equity (which is companywide) in determining the rate of return
for FG&E's gas and electric departments. (Slip decision at pp. 15-18.)
It authorized PG&E a return on equity of 12.83 percent and a 9.5
percent return on rate base. (D.89316, Finding No. 4.) Ia the
circumstances, PG&E could, in presenting its case herein, utilize
the findings in Decision No. 89316, although the Commission is not
bound by then in this proceeding in determining, on the merits, the
appropriate rate of return. _

The Commission has adopted the sum of $52,500 as the
estimated weighted average additions to the Placer System plant-in-
service for the test year 1980. The estimated end-of-year plant
is $4,079,900. The amount of capital required for the Placer System
is small in relatiom to the remainmder of FGEE's operations. So is
the amount of existing debt attributable to the Placer System which
needs to be serviced. The Commission deems retumm on' equity, as
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distinguished £row servicing debt, as an important comsideration in
setting the Placer System's rate of return. In this conmnection,
the Commission notes that it has previously held that watex
utilities are a less risky investment than industrial companies
and are not necessarily coméarable to gas and electric utilities.
(Citizens Utilities Co. of Cal. (1972) 73 CPUC 81, 90; lLarkfield
Water Co. (1972) 73 CPUC 258, 268-69; Washington Water & Lizht Co.
(1972) 73 CPUC 284, 295-96.) The Commission, having weighed all
the factors, finds that a rate of return on rate base of 9 percent
is reasonable for the Placer System.

In reaching the determinmation of a reasonable rate of
recurn the Commission has kept the following in wind:

"We have in the past stressed the significance
of the rate of weturn based on rate base.

A closer analysis indicates that this figure
is basically derived from the cost of capital
required by the utility. Since the cost of
debt and preferred stock is fixed and non-
judgmental, the cost of equity capital (the
return on equity) is the determination we are
required to make which requires the most sub-
jective and judgmental evaluation. From this,
we arithmetically determine the rate of return
on rate base. Thus, it is clear that the
return on equity is the major determinant of
the just and reasonable rates we are required
to produce.” (PGS&E Ianterim Rate Increase (1977)
83 CPUC 293 at 298.)

As indicated, PG&E and the staff based their presentations
concerning return on common equity or Decision No. 89316 which
authorized PG&E a 12.83 percent return on equity. Havimg analyzed
the evidence the Commission finds that a return on equity of
11.49 percent is reasomable for the Placer System for the following
reasons:
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1. The amount of existing debt and equity capital
attributable to the Placer System as compared
to PG&E's overall capital requirements is small.

2. Water utilities are less risky investments than
gas and electric utilities.

3. The long period between requested rate increases
for the Placer System and the steady decline in
the return om equity in the intervening years
indicate that PG&E does not expect as great a
return on equity from the Placer System's
operations as from its gas and electric operations.

The following capital structure and cost of debt underlie
the rate of return adopted as reasomable in Decision No. 89316. We
have substituted in that caleculation a return on equity of
11.49 percent, which we find reasonable im this proceeding for the
Placer System. The above capital and related debt cost and the
adopted return on equity produce a wate of return of 9.0 percent.

PG&E Placer Water System
Total Company Capital Ratios and Costs
(1977)

Capital Capital Cost Weighted
Components Ratios Tactors ~_Cost

Long-Texrn Debt 47.26% 7.36% 3.48%

PrezZerred Stock 13.66 7.5 1.03

Common Equity 39.08 11.49 4.49
Total 100.00% .00

K. Rate Desizn
The staff proposed changes in rate design for all of
PGEE's domestic water systems, includinmg the Placer System. Undexr
the staff proposal revenues as determined by the Commission would
be spread among rate schedules on the basis of cost of serviee,
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the rate of return on rate base for each schedule should be kept
constant, and the Commission policy of continuing to subsidize the
revenue reguirements for Public Fire Protection Schedule F=-1 should
be continued.

IGS&E did not oppose the staff proposal. However, it expressed
concern that strict adherence to cost of service criteria could
lead to aberratioms in town and ditch systems where a ditch
customer could pay more foxr untreated water thanm a town customex
would pay for treated water.

The staff proposal would change PFGS&E's present minimum-
charge type of schedule to a service charge-quantity charge one;ég/
The Commission is of the opimion that this change is desixable.

It promotes comservation. In addition, a minimum charge schedule
which has a service charge increment is based on average consumption.
A consumer who uses less tham the average quantity subsidizes

larger users. A service charge-quantity charge schedule fairly

allocates basic costs among all users and provides for payment
based or use.

In DGE&E Decision No. 84902 (1975) 78 CPUC 633, 726-727,
and 737, several ratemaking factors are listed for consideration
when designing a particular rate spread and/or rate structure. The
Coumission stated that:

"Over the years a gemerally accepted set of attributes
of a good rate structure has evolved; these are:

Production of the revenue requirement.
Simplicity and ease of understanding.

Stability of revenue.

Fair apportionment o0f cost of service.
Discouragement of wasteful use.

Zncouragement of efficient operation of system.

The question of fire protection costs is separately considexzed
later in this opinion.

EG&E's proposed new tariffs provide for service charge-quantity
charge schedules consisting o0f a two=-block rate structure (9-300
cu.ft. and over 300 cu.ft.) with inverted rates.
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"In the.attempt to design rates possessing these
attributes, various factors axe usually considered.
These are:

Cost of service.

Historical rate structure.

Competitive conditions.

Value of service, including 'What the traffic
will beaz.'

Adequacy of serxvice.

Customer acceptance.'

The Commission also stated at page 737:

"Earlier we listed the generally accepted attributes
of a good rate structure. These eriteria axe as
valid now as they have ever been, but, ...their
application requires a major overhaul in the tradi-
tional 'deelining bloek' rate structure. . . .
Today, the overriding task for this Commission, the
utilities, and the public is comservation."

The Commission finds that the rate design proposed by
the staff is rcasonable except that Schedule No. P-1ll will be
changed from a declining block schedule to a semi-inverted rate
schedule. The adopted xate design will not result in diteh
customers paying higher rates than town omes.

L. Step Rates

PG&E scelts authority o put the requested rate increases
into effect in two annual steps. The staff proposed that for all
of PG&E's domestic water systems the increases be placed into
cffect over a period of ycars in steps not to exceed 65 percent
of the increase in any onc year. Under the staff proposal the
steps would range, depending on the system, f£rom two to six years.
In the case of the Placexr System the staff proposal would result in
a pexiod of two years before the rates authorized herxein would become
completely cffective. The proposed step rates do not include a
factor for attrition.
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Step increases are warranted in this proceeding because
of the magnitude of the increases authorized, which is due primarily
to the inaction of PG&E. It waited tweaty-six years from its
last increase in rates to file this application. IGE&E devoted
its regulatory efforts during these years to pursuing gas and
electric applications which yielded revenues of a substantially
larger magnitude for the company.

In PGEE Co. (Tuolumne Water System) (1957) S5 CPUC 556,
the Commission considered a similar problem and stated at
pages 564=565:

"Applicant has continued, through all the recent
yeaxs of inflationary price increases, to serve

the area on basic rates found justified im 1922.

The economy has adjusted itself to those rates,

and cannot escape a serious shock from their sudden
doubling. Even conceding that the rates applied

for are fully justified by present costs, and

that the residents of the area have enjoyed bargain
rates for many years, and that applicant might
properly have been granted rate increases, in 2
series of applications over the years, that would
have raised its rates to or above the level it aow
seeks, applicant is still not free from blame in
the course it has followed. A utility, in return
for the privileges it enjoys, has an obligation to
serve the public welfare. It is culpable, if it
encourages its customers to invest theix momey and
bulld their economy on the expectation of low water
rates, adhered to over a period of a full generation,
and then suddenly demands a drastic increase in those
rates. While this Commission cannot, on the zrecord
in these proceedings, deny the applicant the revenue
for which it has proved its need, we shall, in the
order that follows, require it to provide some
cushion to assist its customers to adjust themselves
£o the increased rates which we must authorize. We
shall do this by sEecifying that the £final rates we
shall approve shall go into effect in three steps
over a 2-year period. We find such treatment,
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although unusual, to be fair and reasomable
under the circumstances disclosed in this
record."

The question herein is not whether to have step increases,
but the number of steps. In this application the staff and PGSE
agree that two years is an appropriate period in which to implement
the increases. Considering the magnitude of the increase and all
the othexr factors present in the record the Coumission £inds that
the iacreases authorized aerein should go into effect in two annual
steps. '

M. Fire Protection
Public Utilities Code Section 2713 which was enacted

. in 1979 and became effective on January 1, 1980 provides in part
that:

""(a) No water corporatiom subject to the jurisdiction
and contxol of the commission and the provisions of
Part 1 (commencing with Section 201) of this division
shall wmake any charge upon any entity providing
fire protection service to others £or zfurnishing
water for such fire protection purposes or £or any
costs of operation, imstallation, capital, maintemance,
reia r, alteration, or replacement of facilities
related to furnishing water for such fire protection
purposes within the sexvice awrea of such water
corgoration, except pursuant to 2 written agreement

with such entity providing fire protection services.

A water corporation shall furnish water for fire
protection purposes to the extent of its means and as
a condition of a certificate of public convenience
and necessity, in case of fire or other great necessity,
within the boundaries of the terwritory sexved by it
for use within such territory."

There is no evidence in the record of any agreement between PGE&E and
any entity providing fire protection services in the Placer System.

In the circumstances., the rates hereinafter authorized will include
an iaczement for fire protection.

-51-
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N.. Service Matters

The testimony presented at the hearings indicates that
there are no general service problems which require adjudication
in this proceeding.

0. Special Conditions

PG&E sought authority in the comsolidated proceedings to
include in its tariffs, including the one for the Placer System,
certain special conditions. The staff took the position that they
should not be considered in these proceedings. An abortive attempt
was made between PG&E and the staff to arrive at a 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 comsidered herein. Unless the Commission has made a specific
finding relating to a special condition, it cxpressly does not
intend to pass upon it in this proceeding. PGS&E may f£ile appro-
priate adviece letters or appropriate formal proceedings to secure
an adjudication on the proposed special conditionms.

No other points require discussion. The Commission
makes the following findings and conclusions.
Findinzs of Fact

1. The Placer System will have gross operating revenues of
$271,400 and a return on rate base of .82 perceat at presently
authorized rates for the test year 1980, which is unrcasonably low.
PG&E is in necd of additional revenues from the Placer System.

2. PG&E operates a statewide system for the gemeration of
electrical power. It also operates six local water systems which
are not intexconnected. The Placer System is one of these water
systems.
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3. Commission and federal regulations require PGSE to
account for its electric revenues and expenses in proceedings
involving electric rates.

4. Revenues which are accounted for in electxic xrate
proceedings cannot be included in water rate proceedings.

5. If it were possible to remove revenues produced by in-
dividual hydroelectric plants from consideration in electric rate
proceedings and include them in water rate proceedings, it would
not be in the public interest to do so. This would result in the
fragmentation of PG&E's statewide electric distribution system
and be detrimental to California electric users as a whole.

6. The PCWA was created by special statute in 1957. In
1963 it entered into a power sales contract with PGSE. Pursuant
to that contract PCWA constructed its Middle Fork American River
Project. The project included four powerhouses and tunnels from
the noxth fork of the American River to Auburn. All of the
electricity generated by the powerhouses is sold to PFG&E pursuant
to the contract. The project also included a tunnel under Aubuxn
to the western paxt of Placer County. The purpose of this portion
of the projeect was to develop by storage and diversion water for
irrigation purposes in western Placer County.

7. In 1965, PCWA and PGS&E entered into negotiations dealing
with PCWA purchasing a portion of the Placer System. The nego-
tiations culminated in two contracts dated June 18, 1963. One
provided for the purchase of the water system. The other was a
water supply contract in which PG&E agreed to provide PCWA with
specified amounts of water at determined rates. The contracts
were presented to the Commission for authorization to carry out
their provisions in Application No. 50372.
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8. The contracts, including the one for tramsfer of a
portion of the Placer System to PCWA,were authorized by this
Commission in Decision No. 746Ll7 entered om August 27, 1968.

The acquisition was financed by revenue bonds which were approved
by the voters of Placer County in 1961.

9. The rates presently provided for in the PCWA and PGE&E
water sexvice contract will generate revenues that will yield
PG&Z at least the rate of return authorized herein for the test
year 1980.

10. For many years prior to the advent of a collective
bargaining agreement with IBEW, PGE&E zave its employees a 25
percent discount for utility sexvice which it provided. The
discount also applied to retired employees. The £irst collective
bargaining agreement between PG&E and IBEW provided for maintaining
all employee benefits then in existence. The preseat agreement
provides that PG&E shall nmot '(l) abrogate 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
conditions of employment of any such employee to his disadvantage.'

11. Iz Decision No. 85653 entered on November 9, 1978, the
Coumission Zfound that it was inappropriate to eliminate the PG&E
employee discount. Decision No. 89653 and related decisions found
that 1£ the PG&E employee discount were eliminated PG&E would be
required to obtain additional revenues through increased rates to
compensate its employees for each dollar of discount. It was
found that $1.79 of revenue would be required for each dollar of
discount in the light of the tax-£free status of the benefit.

12. The impact on revenues of the PG&E employee discount in
the Placer System is negligible.
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13. Many PG&E employces, at different times, perfoxam functions
for its various departments (gas, electric, water, steam).

14. DG&E's employee discounts are part of a total compensation
package which was arrived at through collective bargaining between
PG&E and IBEW.

15. Failure to include the DG&E cmployce discounts for rate-
making purposes would result in a diminution of FGSE's authorized
rate of return. .

16. It is reasonable to include the PG&E employee discounts
for ratemaking purposes in this procecding.

17. The job of chopping weeds at the side of a roadway is not
substantially comparable fox O&M payroll analysis purposes to that
of cleaning a water ditch or canal.

18. There is no showing in this proceeding that the union
wage rates and work rules cmbodied ia the collective bargaining.
agrecment between PGE&E and IBEW arc uarcasonable.

19. It is reasomable to include the union wages and work
rules for ratemalking purposcs in this procceding.

20. The sum of $601,600 is a reasomable estimate of the
total operating revenues for the test year 1980 at authorized rates. v/

21. The staff cstimate of $33,100 for purchased power is
more reasonable than FGE&E's, becouse it is based on the efficient
use of pumps and other estimates heretofore found reasonable.

22. The staff estimate of $6,900 for purchascd chemicals is
more reasonable than PG&E's because it is based on the efficient
use of plant.

23. DPGEE's methodology in determining O&M paywoll which is
based on recorded data, is, with a percent modification, more
reasonable than the staff's. A recasonable amount for 0&Y payroll
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for the test year 1980 is $42,300 for the tovm system and $125,000
for the ditch system.

24. The following total O&M expenses for the test year 1980
are reasonable.

Ttem Adopted
(Thousands of Dollaxs)
At Present Rates

Purchased Power $ 33.1
Purchased Chemicals 6.9
Town Payroll . 42.3
Ditch Payroll 125.0
Town Other 13.4
Ditch Other 94.0
Uncollectibles A

Total O&Y Expenses —3I5.%

At Proposed Rates

Uncollectibles 1.2
Total O&M Expenses 315.9

25. The sum of $63,500 £or gemeral office prorated expense
for the test year 1980 is reasomable. .

26. The sum of $300 is a reasomable estimate for the total
direct ASG expenses for the test year 1980.

27. The staff estimate of $37,400 on ad valorem taxes is more
reasonable than PGEE's because it is based on more recent and
actual data.

28. The sum of $14,175 for estimated payroll taxes for the
test year 1980 is reasonable.

29. The estimate of $9,200for total income taxes for the /
test year 1980 is reasonable.

30. The sum of $4,079,900 is reasomable for utility plant
for the test year 1980.

31. The staff estimates for depreciation expense and for
depreciation reserve as modified are more reasonable than those of
PGSE because they are based on more reliable data. The following
are reasonable for the test year 1980:

-56=-
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Depreciation Expense $ 35,000
Depreciation Reserve $2,702,900

3Z. The sum of $1,401,300 is a reasonable estimate for avexage
depreciated rate base for the test year 19820.

33. A return on rate base of 9 percent is rcasonable for the
Placer System and is in compliance with the Federal Wage and Price
Guidelines issued by the Council on Wage and Price Stability.

34. The increases in rates and charges authorized by this
decision are justified and are reasonable: and the present rates
and charges, insofar as they differ from those prescribed by this
decision, are for the future unjust and unreasonable.

35. The total amount of the increase in annual revenue
authorized by this decision ic $330,200: the rate of return on v/
rate base is 9 percent; the return on common equity is 11.49 percent.

36. It is reasonable to include in the tariff schedules
filec to implement this decision a service charge-minimum charge
£
format.

37. It is not reasonable to adjudicate generdlly the terms
of the special conditions in PGS&E's taxiff in this proceeding.

38. Because of the inaction of PGSE in secking rate relief
for a period of twenty-six yecars, it is rcasonable to provide that
the increased rates authorized by this decision should be put into
effect in two annual steps.

Conclusions of Law

1. The following results of operations should be adopted

for the test year 1980 and utilized in c¢stablishing the rates
authorized herein:
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Item Adopted
(Thousands of Dollars)

Operatinz Revenues

Sales Revenue § 60Ll.6
Total Operating Revenues .

Operating Expenses

Operation & Maintenance

Administrative & General

General Office Prorated
Subtotal

Depreciation Expensc
Taxes Othexr Than Income
State Corp. Franchise Tax
Federal Income Tax

Total Operating Expensc

Net Operating Revenues Adjusted
Rate Base
Rate of Return

2. The rates authorized herein should be put into effect in
two annual steps and be in the format found reasonable in this
decision. -

3. PG&E should be authorized to file for the Placer System
the revised water rates set forth in Appendices A and B
which are designed to yield $330,200 in additional revenues based
oan the adopted results of operations for the test year 1980.

4. In the light of Public Utilities Code Section 2713,
amounts chaxgeable for public fire protection should be allocated
among othex rate schedules,

IT IS ORDERED that:
1. After the effecrive date of this orxrder, Pacific Gas and
Electric Company (PG&E) is authorized to file for its Plagcer Water
System the revised rate schedules attached to this orxder as




s
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Appendix A. Such £iling shall comply with General Order No. 96-A. V//
The effective date of the revised schedules shall be five days
after the date of filing. The revised schedules shall apply only
to service rendered om and after the effective date of the revised
schedules,

2. Within forty-five days after the effective date of this
order, PG&E shall file a revised tariff service area map; appro-
priate general rules, and sample copies of printed forms that are
normally used in comnection with customers' services. Such filing
shall comply with General Order No. 96~A. The effective date of
the revised tariff sheets shall be five days after the date of
£iling.

3. PGSE shall prepare and keep current the system map
required by paragraph I.10.a. of General Order No. 103-Series.
Within ninety days after the effective date of this order, PGEE
shall file with the Commission two copies of this map.

The effective date of this order shall be thirty days
after the date hereof.

Dated 0CT 81980 » at San Francisco, California.
Aotz K YfigLézvbh —— ,ézgii: President
75’4@5 e ﬂﬁzz/ ! 7//(/W4>.—v': f . - {/ﬁc{m P
—— —
//1:7 zy”’j? £

1Ssloners

Cozmissioner Clalre 7. Dedrick.'bo}ng
nosessarily shsont, dld not particizate
in tho disposition of this Prococding.
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APPENDIX A
rage L of 5
Pacific Coz and Electric Company
Schedule No. P-l

Placer Tariff Ared

CENERAL METERED SERVICE = TRUATED WATER

APPLICABILITY

Applicadble to all treated water service on a metered basis,

TERRITORY

In the territory in Placer County as shown on the Colfax, 'Alta, and
Monte Vista Water Service Arce Maps of the Placer Water System.

Per Meter Per Month
Before After
Jan, 1 Oec. 31,
1082 1982

Service Charge:

4
W
o
<>

FOr S/8 %X 3/4=inCh MOLCL .escocerccccrcasscrencas
For 3/4=inCh MELET coeecscovracciorrrssssns
ror 1=inCh MEECL .cvevvcrvasscrnasrasnros
for ls-inch meter cesssermevernre
For 2ainCh MELCY seecicscsssresiovossnnnes
For BmiNCN MESET sevvevereovossoronssrmee
For 4-inch meter seseevcsssveanes
For Gm=inCh MCLEL ceivvcnsssscncesrorsssons
For 8=-inch meters evasesescssmevecen

33%8
5o
58%

L)

388888

f>}J~a\nt~\p
LY

oWV
3888
2BVBE

W
3

&)

O W

L

Quantity Rates:

Firse 300 cu.ft., per 100 cu.ft, vevvecvas
For all over 300 cu.ft., per 100 cu.ft, covroveer

ohe Service Charge iz a readiness-to-scrve charge applicadle
to all metered service and €O which iz to be added the monthly
charge computed at the Quantity Rate. . -
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pacific Cas and Electric Company
_  Schedule No. P-1l

Placer Toriff Azed

CENERAL METERED SERVICE ~ UNTREATED WATER

APPLICADILITY

Applicable to wnbreated waber service furnishéed Irom the diteh system.

wWiLhin the territory served by the Placer Ditch System as shown on
che Placer Diteh Systam Service Area Map. -

Per Meter Per Moabth
Before After
Jan., 1 Dec. 21,
1082 1931

Sezvice Charge:

FOr §/0 % 3/4=inCh MOLEL .eocevoncnses csooncacs 5 2.50 5§ 455
Foz 3/4=5inCh MOLCT cosnasaccnnse 5.50
ror L=iACH MCLCT sevvcersroncr gnovncoes 7.50
roz 1heinCh MCLEL seevccsssocre secoonsos -

Foz 2-ifCh MOCCT vovesrcsosree senscaras
For J=inGh MOUCL susvvorsesovs soanssroas
For A=inED MEECE +sorasenssssoscsonssceas
rog - 6=LnCH MOSCL +eesscrssscne ssmacomon
For B-~inch meter ..

FE RN NN ]

3883

3

38388

s ares B e e s s spEsRBRSS

SRR o

Quantity

First 3,000 cu. ft., per 100 cu. ceesonses
Next 7,000 cu, £t., per 100 cu. cieeenane
Over 10,000 cu, fi., per 100 cu. ceriasens

che Service £harge iz a readiness-to-zerve charge applicadle

Lo all metered service and %0 which iz to be added the monthly
charge computed ot the Quantity Ratwe.

)
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SCHEDYLE Nno. P-12
GEMERAL IRRIGATION SERVICE

APPLICABILITY

Applicable to untreated water for irrigation purposcs from the Utility's
Ditch System.

TERRITORY

Yithin the territory served by the Placer Diteh System as shown on
the Plocer Diteh System Service Arez Mop.

Per Yonth
Beforo  Alter

.:’r - 1 D - l \d
RATES , Somn” gm0

A. Irrigation season, S-monih period May 1 through
September 30 inclusive.

For service of @ continuous flow of water through
3 master hox on reqular delivery outlet for the
irrigation season, por miner’s inch ......... veee 327,00 $28.00 (T

Nonm=irrigation scason, 7-month period October 1
through April 30 in¢lusive ‘

1st 15 miners inch days, or less

Over 15 miners inch days, per miners inch day.....
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APPENDIX A
Page &4 of 5

Pacific Gasz and Clectrie Company
Schedule No. PF-2

Placer Tariff Area

PRIVATE FIRE PROTECTION SZRVICE

APPLICASILITY

Appricable to all water service furnished for Privately owned fire
protection systems. _

TERRITORY

In the territory in Placer County as shown on the Colfax, Monte Vista,
and Alta Water Service Area Maps of the Placer Water Systen.

RATES Per Service

Connection Per Monsih
Eelore Afser
Jan. 1, Dee. 21,

1982 1981
For each 4-in.Cb Canection ®%oecsvsssssuvrsnssannnas S 9.50 Sll,oo

For ecach 6~inch connection Tercrccresttcccccnnnces 12.00 14.00
Fo: ecach 8—i]'1ch connec:ion LA K X R L N N R 18.00 Zl_oo
For each 10-inch cONNCCLION ceverercecccecocancanes 42.00 50.00
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. SCHEDULE 1Q. PR-1

PLACER TARIFF AREA

RESALE SERVICE - UNTREATED WATER

APPLICABILITY

Applicable to untreated water furnished for resale for domestic or
agricultural purposes. '

TERRITORY

Within the territory served by the Placer Ditch System 33 showm on
the Placer Ditch System Sexrvice Arca Map,
Per Vonth
RATES Zelfore After

. Jau, 1 Dee. 31
Service Charge: 1982 ’ 19813 ’

For cach service connection $12.00 (I

Quantity Rates:

® First 20 miner's inch days, per miner's inch.day ...... 1.00 1.20

v
Next 80 miner's inch duys, per miner's inch.day ...... - ,85 1.00 y
mext 900 miner's inch days, per miner's inch day .90 Y
Over 1000 miner's inch days, per miner's inch.day ...... .75 Lo (1Y

The Service Charge is a readiness-to-serve charge applicable
to a1l medsured Resale Service and to which is to be added
the monthly charge computed at the Quantity Rates.
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RICHARD D. CRAVELLE, Commissioner, Partially dissenting:
I partially dissent. The issues of employee discounts
and collective bargaining agrecments, as they may affeet the
Commission's ratemaking zesponsibility, are incorreetly treated
in the majority's decision.
We should make crystal clear o those concerncd with
our ratemaking activities that the level of rates assessed to
every customer of a utility is the absolute and sole responsibility
0% this Commission, Only when tbc California Supreme Court or a
Federal Appellate Court intervencs does that responsibility subside.
Here thexe has been no intcrvcn ion; conscquently, it iz within
the Commission's diserction and its view of the cv;deﬁce of zrecoxd
a8 Lo the properxr treatment of cmployee discounts. The decision
criticizes the staff cshowing. I do not share in that criticism.
Today's reality dictates that utility management, its
employces, and its regulators must all be"bxtremely circumspect,
not only in contacts with the consuming public, but also with
regard to the public's perception 0f how we cach interract in the
process of providing utility service. More and morce the public
will object to "special breaks® given to utility cmployees who
hold good, steady jobs while others are unemployed and while utility
rates are escalating rapidly. More and more the public will
object o regulators who fail to climinate these ineguities. The
cmployee discount issuc is a classic example of a small sore that
may fester and grow large cnough to become a severe malady Zfor

sy N s

labor, management, and regulator - it should be treated now rather
than later.

As with cmployee discounts, the related iszue of collect—

ive bargaining wage rates and working pr actices is an area that

-1-
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we must clearly identify as within the ambit of ratcﬁakiné when
we have a record which will support an adjustment. The veil of
collective bargaining cannot be uscd L0 COVEr CxCE5Sive COStS
which in a regulated utility setting can only be¢ borne by the
ratepayer. As a Commission, wC must protect the ratepayer from
all excessive costs no matter what the source. Again, it would
oehoove management and labor to realize that utility bills in
today’'s world have made the public more aware than ever before

£ thelr utility company and the service it provides. Efficieacy
in operation will become more and more critical in the future
as costs rise and we, as regulators, will be called upon to
serutinize with growing vigilance the labor practices of each
utility. If incfficiency exists - covered »y collective bargain-
ing or not - it must be disallowed for ratoemaking purposes. Were
we to do less, we would cheat the public we serve.

! G

RICHARD D. GRAVELLE, Co-m:.ss:.oncx

San Francisco, California
October 8, 1980




