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Summary of Decis!on 
This decision gr~nts Pacific Gas and Electric Company 

(PG&E) ~he first increase in water rates since 1954 for its Placer 
Water System (Placer System). !he decision finds that an increase 
in rates to yield additiona 1 revenues of $3~, ,100, a return on 
rate base of 9 percent, and a return of 11.49 percent on common 
equity is reasonable. !he increase is authorized to be implemented 
in two annual steps. 

Because of interrelated subject m~tter, the application was 
consolidated for he~ring with the follOwing other PG&E applications 
for increases in water rates: A.S8628 (Western Canal W~ter System),. 
A.Se629 (Willits Nater System), A.S8630 (Jackson 'toJater System), 
A.S8631 (Tuolumne Water System), ~nd A.S8G33 (Angels W~ter System). 
Separate decisions will be issued on each application. 

A duly noticed public hearing was held in this matter 
before Administrative Law Judge Donald B. J:J.rvis in Colfax on 
August 15, 1979. Further hearing was held in San Francisco on 
September 11, 12, 13, 14,24,25,26,27,28 and October 22,23 
and 24, 1979. !he proceeding was submitted subject to the filing 
of briefs which were received by November 20, 1979. 
Description of System 

l?G&E's Placer System consists of a series of canals and 
reservoirs beginning at the Alta Powerhouse tailrace near the 
eommunity of Alta, serving areas adjacent to the canals and 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 and Canyon Creek, 
supplemented by water diverted from the South Yuba River through 
PG&E's Drum-Spaulding Hydroelectric Project which is partly under 

4t license by the Federal Energy Regulatory Commission (~C). Water 
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s~pplied eo c~stomers from ehe canals is ~nereated. Waeer supplied 
to ehe town diseribueion-system areas of Alta, Colfax, and MOnte V1s~ 
is ereaeed. 
Material Issues 

The material issues presented in this proceeding are: 
(1) Is PG&E entieled to an increase in rates? (2) If PG&E is 
entieled to a rate increase, what is the appropriate amount? 
(3) Sho~ld any increase be implemeneed in one step or several? 
(4) w~t 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 ehe Commission in determining expenses use the ~ages 
paid by ?G&E under the statewide collective bargaining agreement 
which it has with the Internaeiona1 Brotherhood of Elecerieal Workers? 
(7) Should the ~ommission consider revenues received by PG&E for the 
hydrogenera~ion of electric power in establishing the rates for ehe 
Placer System? (8) How should ehe contract between the Placer County 
Water Agency (PCWA) and PG&E be treated for ratemaking purposes in 
this proceeding? 
Present and Proposed Rates 

Ihe presene general rates of the Placer System were 
authorized by Decision No. 50248 dated July 6, 1954 in Application 
~o. 34449. the rates be~me effective on January 1, 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 ~de effective September 1, 
1978 by Advice Letter No. 162-W. Advice Letter No. 162-W was filed 
July 28, 1978 pursuant to Ordering Paragraph. 5 of this Co'Cl.'lmission's 
Order Instituting Inveseigation (OII) No. 19. The primary purpose 
of OII No. 19 w~s to reduce rates by passing on to customers the ad 
valorem tax sa~ings :esulting 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 Adjustmen~ Clause (TCAC) to the 
Preliminary State~nt for PG&E Tariff Schedules applicable to w~ter 
service in -:he Placer System. 'I'he 'I'CAC specifies. that the rates 
given on the tariff shee~ for each ra~e schedule are to be 
reduced by 8.6 percent. Placer Syseem current general metered 
service rates are as follows: 

Rates 
Treated Water Colfax Water Service Area 

Quantity Rates: 
First 500 
Next 2,000 
NeX'f: 2,500 
Next 5,000 

cu. ft. or less 
cu. ft. , per 100 
cu. ft. , per 100 
cu.£t., per 100 

... ,. •• ill •• *' •••• 

cu. ft. 
cu. ft. 
cu. ft. ........ 

Per Meter 
Per Month 

$ 1.75 
.25 
.18 
.13 

Over 10,000 cu.ft., per 100 cu.ft. .••••• .10 
Minimuc Charge: 

For 5/S x 3/4-inch meter .•••....•.•••••••. $ 1.75 
For 3/4-inch meter ...•...•.•...•••.• 2.25 
For l-ineb. meter ••.•.•••.•.•••.••• 3.00 
Fo-' 1-1/2-~nch _6te~ .. -- ~ ................... . 4.00 
For 2-ineb. meter ••.••••••..••••.•• 7.50 
'For 3-inch meter ............. WI to· ...... . 15.00 
For 4-incb. meter •...••..•••.•••••• 25.00 
For 6-inch meter •...•...••••.••••• 50.00 
For 8-inch meter ••..••.••••••••••• 75.00 
!be Minimum Charge will entitle the customer to the 
quantity of water which that Minimum Charge will 
purchase at the Quantity Rates. 
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Rates 
Treated Water Monte Vista Service Area 

Quantity Rates: 
First 400 cu. ft. or less 
Over 400 cu.£t., per 100 

Minimum. Charge: 
For 5/8 x 3/4-inch m~ter 
For 
For 
For 
For 

3/4-inch meter 
l-inch meter 

1-1/2-inch meter 
2-inch meter 

....................... ,.. .... 
cu. ft. . .. _ ............. ... 

· ,. . " ................. . 
· ....................... ... 
· ............ ,.. ............... . 
· ................................. .. 
· .......................... .. 

Per Meter 
Per Month 

$ 3.00 
.25 

$ 3.00 
4.00 
5.00 
8.00 

11.50 
The MInimum Charge will entitle the customer to the 
quantity of water which that Minimum Charge will 
p~cbase at the Quantity Rates. 

Untreated Water 
Rates Per Meter 

Per Month 
Quantity Rates: 

First 1,000 
Next 2,000 
Next 7,000 

cu.£t., per 100 cu.ft. 
cu.ft., per 100 cu.ft. 
cu.ft., per 100 cu.ft. 

Next 90,000 
Over 100,000 

cu.ft., per 100 cu.ft. 
cu.ft., per 100 cu.ft. 

Mini:nutl Charge: 
For 3/4-inch meter 
For l-inch meter 
For 1-1/2-inch meter 
For 
For 
For 
For 
For 

2-inch meter 
3-inch meter 
4-inch meter 
6-inch meter 
8-inch meter 

.................................... 

.................................. ." 

........................... " ...... 

................................ 
· .......................... " .... ... 

· ............................... .. 

$ .20 
.15 
.05 
.03 
.025 

$ 2.00 
2.50 
3.50 
5.00 
7.50 

10.00 
15.00 
20.00 

The M1nimum Charge will entitle the customer to the 
quantity of water which that Minimum ChArge will 
purchase at the Quantity Rates • 
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PG&E int:oduced evidence which indicates ~hat at present 
rates it had ~he following actual and estimated rate of return from 
the Placer System: 

Year 1977 Year 1975 Year 1979 Year 1980 
Keeorde~ Xd,ustea Estimated Estimated Estimated 

At Present Rates (5.91)% (3.24)% (3.78)% 

(Red Figure) 

(2.91)% (3.90)% 

PG&E seeks herein authority to raise Placer System rates 
to generate ~dditional revenues of $473,000, or 288 percent; which 
it contends will allow it to earn a return of 9.84 percen~ on rate 
base. Because of the magnitude of the proposed inerease, PG&E 
proposes to implement it in ewo steps at a one-year interval as 
follows: 

-~ 
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Treated 'Water Colfax and Monte Vista Serviee Areas 

Service Charge: 
For SIS-inch ~t:er 
For 3/4-inch meter 
For l .. inch meter 
For 1-1/2-ineh meter 
For 2-inch. meter 
For 3-inch meter 
For 4-ineb. meter 
For 6-inci:l meter 
For 8-inch meter 

Quantity Rates: 

· ............ . 
· ............. . 
· ............ . 
· ............ . 
· ............ . 
· ............ . 
· ............ . 
· .............. . 
· ............ . 

First: 300 cu.ft., per 100 cu.ft. 
Over 300 cu.ft., per 100 cu.ft. 

~nimum Charge: 
'!'he Service Charge. 

$ 4.70 
7.00 

11.65 
23 .. 30 
37 .. 35 
70.00 

117.00 
233.00 
370.00 

$ 0.34 
0.38 

-.. 

Stefre2 
Perter 
Per Mont:h 
$ 7.00 

10.50 
17.50 
35.00 
56.00 

l05 .. 00 
175.00 
350.00 
560.00 

$ 0.50 
0.57 

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

-7-



... - ........ - .. -..... ---- .. -.---- ...... --... '-'~"'-"'" ..... -.......... _ ... ---...... . 

... ... 
A.58632 ALJ/ec 

Rates 
Untreated Water 

Steffel 
Perter 

Ste~2 
Per ~'Cer 

Service Charge: Per Month Per Month 
For 5/8 x 3/4 or 3/4-inch meter $ 4.70 $ 
For 
For 
For 
For 
For 
For 
For 

Quantity Rates: 
First 1,000 
Next 2,000 
Next 7,000 

l-inch meter 
1-1/2-inch meter 

2-inch meter 
3-inch meter 
4-inch meter 
6-inch meter 
8-inch meter 

cu.ft., per 100 cu.ft. 
cu.ft., per 100 cu.ft. 
cu.ft., per 100 cu.ft. 

Over 10,000 cu.ft., per 100 cu.ft. 
Minimum Charge: 

The Se:vice Charge. 

8.00 
15.30 
24.70 
46.70 
76.70 

153.00 
247.00 

$ 0.30 
0.23 
0.17' 
0.07 

!he Service Charge is a readiness-to-serve ch3rge 
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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Under PG&E's proposal ~he monthly bill for the average 
Colfax treated wa~er customerhl would increase fr~ $3.94 to $9.81 
at step 1 and $14.63 at step 2. !he bill for the average MOnte Vista 
customer would increase from $5.94 to $10; 57 at step 1-and . 

$15.77 at step 2. The bill for the average untreated metered water 
customer1/ (Ditch System) would increase from $3.69 to $10.29 at 

step' 1 and $15.44 at step 2. 
Position of the Commission Staff 

!he Commission staff (staff) takes the position that a 
return on rate base of 9.84 percent is appropriate for the Placer 
System. It produced different estimates than PG&E on revenues and 
expenses. It contends that the additional revenues requested by 

PG&E would ?roduce a return on rate base of 18.28 percent. !he 
staff recommends an increase in revenues of $259,400 which,~ccording 
to the staff would yield a return on rate base of 9.84 percent and 
amount to a 95.7 percent increase in revenue. 

Some of the reasons for the differing estima~es are: 
(1) !he s~aff contends that PG&E employee discounts should not be 
considered for ratemaking purposes. (2) Ibe st~ff contends that 
the wages paid by 1?G&E pursuant to its union cont:ract under union 
work rules should not be directly applied for ratemaking purposes, 
and (3) !he staff made different adjustments in the amounts utilized 
for uncollectibles, interest charges, pensions and benefits 
capitalized, allocations, depreciation, and other expenses~ 
Position of Placer Sys~em Customers 

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

h/ Based on consumption of 1,375 cu.ft. per month. 
21 Based on consump~ion of 1,575 cu.f~. per month. -3/ - Based on consumption of 2,125 eu.ft. per month .. 

.. 9-
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Some wit:nesses t:estified t:hat: 'there were many elderly and 
other persons with low ineomes in the area and the proposed inerease 
would have a subst~ntial adverse impaet on them. 

'I'bree witnesses testified that the watershed in Plaeer 
Count:y abounds with water whieh is used for domestic and.agricultural 
eonsumpt:ion and the generation of hydroeleetrie power. It was the 
eontention of these witnesses that "profitsll derived from the sale 
of hydroelectric power should be used t:o offset expenses of the 
Plaeer System so that there would be no inerease in water rates or 
a nomina lone. 

One witness expressed a coneern that persons reeeiving 
untreated water under Sehedule P-ll would pay more for water than 
customers receiving treated water under Schedule P-l. Two 
witnesses 'testified that the proposed increase would preclude t:hem 
from raising eat:tle because the cost of water would be so high they 
eot.lld not reeoup the amount in the going sales price. 

The gener31 manager of the Meadow Vist:a County Water 
District (Meadow Vista) testified that there are approximately 71 
water companies and districts west of the Sierra Crest in Plaeer 
County. Most of them are run on a "shoestring". These companies 
and districts must pay more for watex than ~~A. Io the extent 
Meadow Vista and other companies or districts buy water for resale 
from ?G&E, the proposed rates would have a significant adverse 
effect on them. 
Position of the PCWA 

The ~~A contends that its rates are governed by a power 
sale and water supply contraet entered into between it and PGOE 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 contract 
rate is cont~olling, or in the alt~rna.tive, the evidence presented 
in this reeord does not justify a change in the contract: rate. 

-10-
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Position of International Brotherhood of 
Electrical Workers 

!he International Brotherhood of Electrical Workers, 
Local Union No. 1.245 (IBEW) appeared in this proceeding. !he IBEW 
contends that the Commission should not adopt'~he staff recommenda
tion to eliminate consideration of the employee discounts for 
ra temaking purposes. The IBEW argues that this recouzmend.a:cion is 
contrary to Commission Decision No. 89653 and a prohibited 
interference with the collective bargaining process. It argues 
that the recommendation would interfere with the vested benefits of 
retirees. !he IBEW also contends that disallowance fo~ ratemaking 
purposes of the wage rates and work practices provided for in its 
collective bargaining agreement with PG&E would be con~ary to 
public policy and not in the best interest of PG&E's customers. 
Discussion 

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

"'!he theory on which the state exercises control . 
over a puclic utility is that the property so used 
is thereby dedicated to a publiC use. !he 
dedication is qualified, however, in that tbe 
owner retains the right t~ receive a reasonable 
compensation for use of such property and for the 
service r.erfo~ed in the operation and maintenance 
thereof.' (Lvon & Hoag v Railroad Commission 
(l920) 183 C 14~, 147; Feoerai Power commission v 
Hope Natural Gas Co. (1944) 320 us 591.) 

Ibe record in the present application clearly indicates that some 
~~crease is warranted. 

A. Consideration of Customer Contentions 
Some of the ?lacer System cu~tomers conteno that the 

watersheo which proviees water for t~e system also provides water 
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for the generation of hydroelectric power and that. the "profits" 
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. 

PG&E operates a statewide system for the generation of 
electrical power and six local water systems, which are not inter
connected. The distribution of electricity in California is one 
of statewide concern. (Pacific Tel. & Tel. Co. v Citv of Los An&eles 
(1955) 44 Cal 2d 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.) PG&E is required by longstanding Commission and 
£eQeral regulations to account for its electric revenues and expenses 
in proceedings involving electric rates. eRe Electric Utilities 
(1937) 40 CRC 777; 16 USCA § 825.) Common sense and rudimentary due 

'process indicate that power revenues can only be accounted for once. 
They ~ust be accounted for in electric proceedings. Furthermore, 
to remove a segcent of power revenues from electric proceedings 
,,",ould c.a.use the fragmentation of 1?G&E's statewide electric system. 
which is not in the interest of all the citizens of California. 

The customers have a misconception of wha~ they call the 
"profits" from power which PG&E earns. In.an eleetric rate 
proceecing this Commission authorizes PG&E to charge rates which 
will yield revenues giving it a reasonable rate of re~urn. In 
Decision No. 89316, which was relied upon herein, PG&E was autborized 
a return of 9.84 percent on its electric ra~e base. PGSE may no~ 
realize the full rate of return from the rates authorized. If the 
rates yield. more than the authorized ::ate of return,. they mll 'be 
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adjusted downward in the next electric rate proceeding. Since PG&E 
has invested vast sums of money in e:ectrical 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 "profits". 

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 PC&E's statewide electric distri
bution system and is not in the p~lic interest • 

One point deserves comment in passing. Ibe record 
indicates that canals which have been included in the facilities 
licensedas a hydroelectric project by the !ERC are designated as 
electric canals and are accounted for in proceedings involving 
?G&Z's electric department. Ibe remaining canals are accounted 
for in BG&E'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 SOl.1th Yuba ";ater Company 
(South Yuba) (PG&E's predecessor in interest) which provided that 
water be supplied to users from the Boardman C~nal 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 PG&E to produce a copy of the 
contract, if one existed. PG&Z contends that no such contract ever 
existed. 

-l3-
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At the hearing in San Francisco PG&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 contrac~ in 
the exhibit. One of the customer witnesses introduced in eVidence 
a copy of the deed, recorded in the Nevada County Recorder's O£:ice, 
which conveyed South Yuba to PG&E (Exhibit 42-p). !he alleged 
contr~ct is not mentioned in the deed. There is simply no credible 
evidence in this record which shows the existence of the alleged 
contract. 

The California Supreme Court has clearly stated that the 
"Cotmnission is not a body charged with the enforcement of private 
contracts." (See Hanlon v. Eshelman, 169 Cal 200, (146 Pac. 656).) 
Its function, like ~bat of the I~terstate Comcerce Commission, is e to regulate public utilities and compel the enforcement of thei: 
duties to the public ••• not to compel them to carry out their 
contract obligations to individuals." (Atchison, T.&s.F. Ry. Co. v 
Railroad Commission (1916) 173 Cal 577, 582.) When the Commission 
acts pursuant to Division 1 of the Public Utilities Code, it is 
~cting 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) 190 Cal 562; Miller v Railroad Commission 
(l937) 9 C 2d 190, 195-96; Truck Owners, etc., Inc. v Superior Court 
(1924) 194 Cal 146, l56; People v Superior Court of Sacramento Countv 
(l965) 62 C 2d 515, certiorari denied, 85 S. Ct. 1341; People v 
Ryerson (1966) 24l CA 2d 115; Pratt v Coast Truekin£, Inc. (1964) 
228 CA 2d 139; Vallejo Bus Co. v Superior Court (1937) 19 CA 2d 201, 
205.) The Commission can, however 1 consider such contracts in 
arriving at its decision. (Application of The City of Parlier (1930) 
34 CRe 739, 742.) Since the existence of the alleged contract has 

-14-



••• -... -,..,.-~.- ......... __ ..... - ->_. _ ...... _-, ...... - .... 

A.S8632 ALJ/ec /kS 

not been established, it is unnecessary to speculate what 
consider~tion should be given to its alleged pr?visionz. 

. ' 

Finally, ~he cus~omers argue ~ha~ the Commission shoul~ 
consider for ratemaki,ng purposes that the Placer System. is the 
remnant of what was once a larger system, the remainder having 
been acquired by PC"'~A in 1968. The customers claim ~hat the better 
part of the original system was transferre~ to POWA and that they 
~ust seQerate the revenues to support tha~ which remains of the 
sys~e~ .. ~/ 

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

In sum, ~he Commission finds that the Placer System which 
is not in~erconnected with any of PG&E's other water systems must 
be treated as an entity for r3.teca.king, purposes. l-G&E's elec~ric 
department revenues cannot be considered for ratemaking purposes 
herein. 

E. The PCWA Contract 
Initially, the staff took ~he ~osition that any rate 

increase which might be authorized in this proceeding should be 

4/ There are suggestions that tbe Placer System customers would like 
to be includea in the ~wA bu~ ~ha~ the agency is not interested 
in acquiring the system at ~his time. 
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partially allocated to FCWA. During the course of the bearings 
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 for 

~ irrigation purposes in western Placer County. 
In 1965, pCWA and PG&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, 19'68. One provided 
for the purchase of the water system. The other was a water supply 
eon tract in which PG&E agreed to pro~~de PCWA with specified amounts 
of w~ter 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: 

"1. 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~ 

"2. !be Water Supply Contract executed by Pacific 
and Agency on June 18, 1968 is not adverse to 
the public interest." (Slip Decision, p. 5.) 

-16-
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!he Co=mission authorized PGSE to sell the system to 
FCWA. It also ordered that: 

"4. Pacific Gas and Electric Company is hereby 
authorized to enter into and c3rry out the 
terms and conditions of the contract 
entitled 'Water Supply Contract Between 
Pacific Gas and Electric Company and Placer 
County Water Agency', executed on ~une la, 
1968, which is attached to the application 
as Exhibit D and by this reference made a 
part hereof." (Slip Decision, p. 6.) 

Because of the manner in which the Commission views the 
record, it is unnecessary to dwell at length on PCWA's contention 
that the Commission has no jurisdiction to modify the water supply 
contract rates. Assuming arguendo, that the Commission has 
jurisdiction to change herein the rates PG&E charges PCWA under Public 
Utilities Code §§ 2701, 27l2; (San Bernardino v Railroad Commission, 
supra; Miller v Railroad Commission, supra; Truck Owners, etc .• Inc. 
v Superior Court, supra; People v Su~erior Court of Sacramento 
County, supra; People v Ryerson, supra; Pratt v Coast Trucking, Inc., 
supra; Valleio Bus Co. v Superior Court, supra.) the record does 
not justify exercising that jurisdiction for the reasons which 
:ollow. 

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

!he staff study is flawed in two respects: (l) The 
staff used a length capacity factor in allocating ditch system 
expenses among ~~A and the other ditch users. This factor 
contains the erroneous assumption that the cost of operating and 
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~intaining a canal is directly proportional to its length. !he 
overwhelming weight of the evidence indicates th~t, for example, 
a canal of 20 cfs capacity would not require twice the a~ount of 
~oney to operate, construct, or maintain than one of 10 cfs 
capacity. The inner surface of the larger canal would not be 
~ce as large as the one with half its capaci:y. (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) ~nd PG&E. During the 
past eleven years only approximately one-third of the deliveries 
through that canal went to ~wA. !he record also discloses that 
peWA only uses a percentage of the water passing through the Lower 
Fiddler Green and the Ragsdale Canals. 

4It PG&E introduced in evidence a cost of service study 
prepared by Brown and Caldwell, Engineers. Brown and Caldwell 
oade an incremental analysis based on PCWA's proportional share 
of annual utilization of the transmission and distribution system. 
(Exhibit 66-P.) While the Brown and Caldwell methodology is 
somewhat ~ore 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&...'1) figures in other l?G&E ey-nibits. 

!he Commission finds that, in light of the findings here
inafter :3Qe, under a full cost analysis the revenues generated 
unQer the ?C'ilA water contract will generate revenues that will yield 
l?G&E at least the rate of return authorized herein. In the 
Circumstances, PG&E should not be required to increase ~he rates 
provideQ for in the contract. (F~lf Moon Bay Ligh~ & Power Co. 
(1914) 5 CRC 778.) 
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!he Commission also notes that the record indicates that 
NID has a contract with PG&E with similar rates. (Exhibit 55-P.) 
In the light of our previous findings it is unnecessary to consider 
?CWA's argument that to change its rates without changing NID's 
would ~iolate the equal protection of the laws. Furthermore, NID 
is not a party in this proceeding. In general, its water is 
de li ~ered from l?G&E electric department canals. Again, we comment 
that there is no evidence in this record to support a finding of 
improper classification of canals. Howev~r, were this to be 
established in a subsequent proceeding, it could have an icpact 
on water rates. 

To recapitulate, assuming the Commission has jurisdiction 
to order an increase in the rates PG&E charges ~A, 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. Employee Discounts 
For ~ny years prior to the advent of a collective 

bargaining agreement with IBEW, PG&Z gave its employees a 25 percent 
discount for utility service which it furnished. The discount also 
applied to retired employees. The first collective bargaining 
agreement between PG&E and IBEW provided for main~ining all 
employee benefits then in existence. !he present agreement provides 
that :tG&.E sh.all not "(1) abrogate or rec.uce 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." (Exhibit 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 e~ployee Qiscount. !he staff took the 
position that the discount should be oaint3ined for then current 
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retirees an~ phased out over a 2-to 4-year period. In Decision 
No. 89315 entered on September 6, 1978, the Co~~ission 
ordered the .phAsing out of the employee discount with continuation 
pe~tted to those persons retired as of a specific date. Various 
petitions for a rehearing were filed. !hereafter, on November 9, 
1978, in Decision No. 89315, the Commission, in Oecision 
No. 89653, ~odified Decision No. 89315 to provide for retention of 
the employee discount and denied rehearing. 

follows: 
the pertinent portions of Decision No. 89653 ~r~ as 

"The Commission is of the opinion that elimination 
of employee discount rates is inappropriate at 
this time since recerlt federal legis1aJion 
prohibits taxation of these benefits.~ 
EQployee discount rates apparently will continue 
to be a tax free fring~ benefit, and any 
addi~ional cost that e11~nation of the discount 
rates might create sho~ld not be placed on 
PG&E's customers absent a convincing showing 
that such additional cost will not in fact occur 
and that the discount rates are a disincentive 
~o energy conservation. 

"];/ On October 7, 1978, President Ca.rter signed 
H.R. 12841, which prohibits the issuance of 
regulations that would include employee 
f:::inge benefits in gross income." (Slip 
Deeision p.l.) 

"IT IS FURTHER ORDERED that Orderin9 Para9raphs, 9, 10, 
11, and 12 on page 33, Findings 2, 5, and 6 on page 25, and 
Conclusions 1 and 2 on page 26 are deleted from Decision 
No. 893l5. 
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"IT IS FURTHER ORDERED that the following finein9s and 
conclusions are inserted in Decision No .. 89315 as follows:. 

"On page 25, Findings 2, 5 and 6: 
'2. PG&E's employee eiscount rates have not 
been shown to be a disincentive to energy 
conservation,. • 

'5 .. Employee discount rates will continue 
to be a tax free fringe benefit since recent 
federal legislation prohibits the issuance 
of regulations that would include employee 
fringe benefits in gross income.' 

'6. Eli~inatin9 employee discount r~tes would 
ultimately result in increased cost of 
service. ' 

"On page 26, Conclusion 1: 
'1. Based on the evidence in this record it 
cannot be concluded that employee discount 
rates shoulo be discontinued .. '" 

It In this proceeding the staff does not propOse directly 
eliminating the employee discount. It argues that the discount should 
not be allowed for ratemaking purposes herein, or that revenues be 
imputed" for .ratemaking purposes.. The rationale for the staff's 
position is that not all employees who receive the discount are 
used or useful in the water utility operation and that inc1ud·ing 
the equivalent number of full-time employees actually engaged in 
water operations would have a negligible effect on revenue estimates .. 

IBEW contends that the discounts are part of the COllective 
bargaining agreement with PG&E and refusal to consider them for 
ratemaking purposes is an i~permissible intrusion into the collective 
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bargaining process which is preempted under federal law.~/ IB~; 
argues that the staff position is contrary to Labor Code Section 923, 
which provides in part as follows: 

"In the interpretation and application of this chapter, 
the public policy of this State is declared as follows: 

"Negotiation of ter:ns and conditions of labor 
should result from voluneary 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 
tbat the individual worlQnan have full freedom 
of aSSOCiation, self-organization, and designa
tion of representatives of his own choosing, 
to negotiate tbe terms and conditions of his 
employment. II 

Finally, IBZW contends that the Commission should follow its holding 
in Decision No. 89653. It asserts that if the discounts are e eli::d.nated, greater revenues for f(;&E will be required to pay for 
the substitute, taxable benefits to which the employees would be 
entitled. 

PGSE argues that employee discounts are part of its 
collective bargaining agreement and should be allowed in this 
proceeding. It contends that if the disco~ts are disallowed, the 
staff presentation fails to provide for additional revenue necessary 
to compensate for the disallowed benefit or the source of such 
revenue. 

?G&E grants its employees and retired employees a 2S percent 
discount for every service it provides to residents of the area in 
which the ~ployee resides. If w~tcr, gas, and electric service 
a:e provided to residents in the area in which the employee resides, 
he or she will receive discounts on each of these services. If aone 

il PG&Z is engaged in interstate commerce and is an employer within 
the oeaning of the National tabor 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 sumcary of the number and classification 
of PG&E employees who receive a water discount in the Placer Sy.stem: 

Employee Class 
No. 1 R.etired 
No. 2 Meter Reader 
No. 3 Water Systems Repairman 
No. 4 Retired 
No. S '!:l:'ol.1b,leman 
No. 6 Retired 
No. 7 Retired 
No. S Line Subforem.a.n 
No. 9 Retired 
No. 10 Retired 
No. 11 Helper, Hydro M:lint. 
No. 12 Ditch lender 
No. 13 ' L.T.D. 
No. 14 Retired 
No. 15 Retired 
No. 16 Line Subforeman 
No. 17 Water Sub foreman 
No. lS lroublernan 
No. 19 Retired 
No. 20 F1d. Clerk Water 
No. 21 Retired 

The impact on revenues of the staff's propos~l is as 
follows: 
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Revenue Reduction Due To 
E:nr"lovcc Discount 

Present Rates 
$300 

Proposed RZltes 
~ $1,500 

Number of 
Employee 
Customers 

?l.:lcer System 21 

Thc contention of IBEW tba t the Commissior. m.ly not disallow 
the employee discounts bccZluse the ~ZltionZll ~bor Relations Act 
(NLRA) preempts the Commission from interfering with the terms of 
the collective bargZlining ~grccmcnt need not be considered at length. 
Section 3.5 of Article III of the C.:lli£ornia Constitution, .:lcopted e on June 6, 1978, providcs tb.:1t: 

"An .lciministr.:ltive .:lgency, including an .:lci'ministroltivc 
.:lgency crcZlteci by che Constitution or an initiative 
statute, h.:ls no rower:" 

"(C) To declare .:J statute uncnforce.:lble, or to 
refuse to 'cnforce .:l st.:ltutc on the bosis 
that fedcr~l law or fcdcrol rcgulations 
prohibi t chI.! enforCemCI'1C of such s tol tute 
unles£ Zln appellolte court h.:ls made ol 

detcrmin.:lcion that the enforcement of 
such statute is prohibited by federal lnw 
or fcder.:tl regulCltions." 

IBEW has cited no appellocc court decision which holds that provisions 
of the NUv\ preempt the CQli[ornia constitutional .:Ind statutory 
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provisions which co~fer ratemaking jurisdiction on ~his Commission. 
Assuming arguendo, ~bat IBEW's contention is correct, the Commission 
has no jurisdiction ~o act upon it in this proceeding. 

On the merits, the Commission is of the opinion that the 
employee discount should be allowed for ratemaking purposes for the 
=easons which follow. 

Employee discounts are part of a total compensation package 
embodied in a co llecti V'e bargaining agreement between !e&E and IBE'W. Suc.~ 

olg-reements are favored under' federal and state law: (29 ti'SC S 15l et 

sec; .; Labor Code § 923.) There is no evidence in this record which 
would support a finding that the total compensation package 
embodied in the collective bargaining agreement is unreasonable. 
Decision No. 89653 found that PG&E employee discounts should not be 
eliQinated. If reasonable compensation paid to employees is 
excluded from consideration for ratemaking purposes, the effect 
will be a surreptitious diminution of PG&E's authorized rate of 
re~urn. 

The staff presentation in support of excluding employee 
discounts' for ratemakin9 purposes wa:s not persuasive. 
!be staff engineer who testified in support of the position had 
never exa~ne~ the collective bargaining agreement and was not very 
familiar with Decisions Nos. 89315 and. 89653.' (R'! 589, 591.) The 
record. c:learly indicates that '.tany ~&E employees, at different 
times, perform functions for its various departments (gas, electric, 
water, and steam). !be staff witness made no attempt to quantify 
this with respect to the water system. (R'! 632)' Finally, the 
lack of logic in the staff's pOSition is illustrated by the 
following colloquy between the Ad~inistrative Law Judge 

and the witness: 
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"AL:! J~VIS: Well, aren't you saying it sho1.1ld be 
disallowed for ratemaking purposes which means it 
does not come out of operating revenues, but comes 
01.1t of shareholders' coney? 

I ''I'HE W'IlNESS: No. 
"ALJ JARVIS: Where does it come out if it does not 
come 01.1t of allowed revenues? 

"TEE WI~SS: I am not saying the disco1.1nt for the 
1.1sed or useful employees should not come out of 
revenues. 

"PJ..,J J~VIS: No, Y01.1 a:e :estricting it from all 
employees? 

"'!HE WI'l'N.E:SS: Yes. 
I 'AJ..J JARVIS·: So, to that extent, eo the extent 
that that is covered in the union contract as 
tmplied by the questions and what you are 
saying is it is not funded out of operatin~ 
reven1.1es of the company -- is that correct. 

"TEE WI'INESS: I would correct that a little 
bit if I may, my pc:ception of it. 

HIt should not come out of the revenues of the 
water department. 

"I would have no objection to it coming out of 
the revenues for the entire PG&E operation. 

"AlJ JARVIS: well, couldn't the argument be 
made in an electric or gas proceeding that 
since they were water matters that they 
should not came 01.1t of the other departments? 

":Con't we go through a little circle that 
doesn't come out of any department, 01.1t in 
each case you say it eomes out somewhere 
else? 

"THE WI'INESS: I don't know, and I don't 
ehink so, though, because I think that with 
what we have to look at here is that given 
the example of Tuolumne, again, where there 
are 60 employees or retirees who are eligible 
for it. 
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"AL:] JKi.VIS: I understand. You are claiming that 
only ten are useful. 

''What I'tIl saying: if we adopt your theory, we 
donTt need to go 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 somewhere else of the operating 
revenues of the company. 

"I' m asl~ing you where in the c~ny it comes 
out of, and would not the same objection be 
made in these other departments in another 
case before the Commission? 

"'I'EE WITNESS:, I don r t know." 
!he Commission will include the employee discount in 

esticating revenues in this proceeding. 
D. Union Wage Rates and Working Practices 

As later considered, the staff in presenting its operatin9 
and ~aintenance (O&M) estimates for the test year m~ee certain adjust
ments to the ,estimates presentea by PG&E •. ~ong the ~djustments was 
one for O&M payroll. There wa.s tez.timony in the consolidated 
hearing about wage :ates and union work practices. 

In the Placer System, piped, treated water is distributed 
in Colfax, Alt~) and Monte Vista. In the remainder of the system 
untreated water is supplied froc canals (ditch system or ditches). 
A staff assistant engineer testified that his esti~te for the 
annual expense of ditch maintenance for .all of :tG&E r s ditch systems 
was $1,000 per mile, which included $500 per mile for repairs and 
$500 per ~lc for cleaning. He based his esti~te on four factors: 
(1) Observation of a ditch-cleaning crew on a field trip. 
(2) Information provided by ?G&E that a ditch-cleaning crew 
consisted of eight persons, whom he believed to be casual laborers. 
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(3) Information received by telephone from 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 cf 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 recognized for the purposes of the 
consolidated proceedings. 

PG&E and IBEW presented testimony differing from that of 
the staff on the question of ditch maintenance expenses. 

An IBEW shop steward who is a PG&E sub foreman and was 
formerly a ditch patrolman gave the following testimony: Water 
system ditches are narrower than hydro-ones and therefore cannot 
be cleaned with the use of mechanical equipment. Ditch-cle~ning 

is not comparable to chopping weeds at the side of the road. Ditch
cleaning is backbreaking work in mud all day. !he ditch cleaner 
works in hip boots with a shovel or a hazel hoe. Except for a 
lunch break, the work is conctant. !he subfor~n testified that 
he has observed ditch-cleaning workers quit after half a day on 
the job and many quit after two or 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 personnel 
gunite them, cement them, build flumes, remove trees and roeks, 
repair leaks, construct headgates, fix meters and regulator pits, 
and put in new services,· 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 laborers.~/ 

~/ The IBEW contends that its position is similar to that required 
under Section 1771 of the Labor Code for public works projects. 
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!he evicenee i~dica~es that under ~he Laborer's Union Mas~er 
Agree~n~,the prevailing ra~e for ~he labor in question, including 
overhead, would be $14.10 per hour. However, l?G&E does not 
eon~ract out thi~ work. 

Diteh-eleaning is performed by eight-man crews who are 
e~ployees of PG&E. Under the colleetive bargaining agreement 
be~ween ?G&Z and IBEW all persons 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 become permanent ones .11 Sometimes ~hey 
continue on to become employees in the construction depart~nt. 
PG&E pays ditch-cleaners $6.98 per'hour 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 evidenee which would indicate that 
the eollective bargaining agreement be~Aeen PG&E and IBEW was not 
arrived at fairly or that the wages and working conditions provided 
for therein are unreasonable. (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 observations 
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 PG&E ~ployees and the union work rules are 
part of the collective bargaining agreement heretofore discussed. 

1/ Six months emplo~ent is required to achieve percanent ~ployee 
status. 
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As indicated, the collective bargaining agreement is consonant with 
federal and state policy. Assuming the Commission has jurisdiction 
to disregard the agreement for rat~king purposes, a strong 
shOwing of unreaso~bleness should be required before it does so. 
The staff toade no such showing in this proceeding .• 

The Commission will not disregard for ratemaking purposes 
in this proceeding the wages and work rules provided for in the 
collective bargaining agreement between PG&E and IBEW. However, 
this determination does not mean adjus~ments will not be made for 
aoy inefficient use of labor by PG&E. 

E. Water Consum~tion and O~erating Revenues 
FG&E and the staff introduced evidence of different 

estimates of water cons~ption and operating revenues for the test 
year. The differences are summarized as follows: 

Water Consumpcion And O~rating Revenues 

~ Staff utility 
Total Operating Revenue M 1980 

Present Rates $ 271,100 $ 25l,700 
Proposed Rates 773,100 724,600 

(Red Figure) 

Utility 
Exceeds St3ff 

$ (19,400) 
48,500 

The staff agreed with the ?G&E esticate of customers, 
except for the residential and irrigation categories of the ditch 
system. !he staff's estimates for those categories are b~sed on 
annual recorded data from 1969 to 1978 and include a projection 
which takes into account an increased rate of growth which began in 
1976. roe st~ff estimate which is based on recorded data is more 
reasonable than that of PG&E and should be adopted. 
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PG&E included in i~s es~imate an arbitrary 10 percent 
decrease in consumption for residual conserva~ion resulti~g from 
the 1976-77 drought. Ihe staff did not make such an adjustment. 
!be staff made independent estimates of consumption utilizing a 
multiple regression analysis for normalization with the independent 
variables being time, temperature, and precipitation. !bis differed 
from PG&E's approach which for most subclasses of service was a 
regression analysis using only time as an independent variable. 

The staff estimate indicated that there was a significant 
decrease in water consumption by the residential and business 
customers under Schedule No. 11, which did not appear in other 
schedules. there was no significant difference in the staff and 
?G&E estimates on this schedule. ?G&Z estimated 1980 consumption 
to be the same as 1976 recorded for Schedule No. 1 business customers. 
The staff's mUltiple regression a~lysis indicates a statistically 
significan~ 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 recorded for Schedule No. 2 business 
customers while PG&E estimated it to be the same as 1976 recorded. 
The record clearly indicates that there is no longer any significant 
residual conservation from the drought. The staff estimate of 
consucption which is based on more extensive estimates than PG&Efs 
and does not include an amount for residual conservation is more 
reasonable than PG&E's and should be adopted. 

The staff estimate of revenues for the tes,t year also 
differs from that of PG&E because the staff did not exclude the 
amount of the employee discoun~. The Commission has found that the 
employee discount should be used in es~imating revenues in this 
proceeding. Therefore, the s~aff esti~te will be modified to 
reflect the discount. 
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F. Oper~tin8 Expenses 
1. Operation and ~intcnancc Expenses 

·(a) Purcha~cd Power 
PG&E included its estimate for purchased power 

expenses in the category of "town other" expenses. PG&E provided 
no data on the sizes, efficiencies, and power consumption of 
individual motors.~/ The sta.ff estimated. power purchase expense 
based on the lowest power requirement during the l.lst five years 
which was ~ssumed to indicate peak pump efficiencies. The require
ment was multiplied by the staff's estimate of treated W.lter 
production. The staff csti~te is more reasonable than PG&E's 
because it is b.lsed on the efficient use of pumps .lnci other 
estimates heretofore found to be reasonable, and should be adopted. 

(b) Purchased Chemic~ls 
The staff and PG&E based their purc~sed 

cbemicals csti~tes on recorded costs. Chemical costs per 100 
cubic feet of treated water have been rising for the Placer System. 
The staff esti~te, which is based on the trend, is $0.03050 per 
100 cubic feet of treated water produced. Multiplying this by the 
staff's 1980 esti~tc of 227,700 cubic feet of treated water results 
in a chemical cost of $6,900. The staff's estimate is more reasonable 
than PG&E's and should be adopted. 

(c) Payroll 
The staff agrees with PG&E's estimate of pay~oll 

for customer acco~~ts and this will not be discussed. 

~/ C~se No. 10114 ~clQtes to water conservation ~nd is still p~nding 
before the Cotnn'lission. In Decision No. 88466, the: second 
interim decision in that case, the Commission requi~ed in Ordering 
Par.::lgr.'lph 4 that: "Reports on pump efficiencies and pump overh.lul 
status shall be presented as evidence during rate proceedings." 
PG&E is a respondent in Case No. 10114. 
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There is a considerable difference between the 
PG&E and staff estimates for the remaining payroll expenses. 

FG&E is primarily a gas and electric utility. 
Its accounting procedures and comp~ter data programs are not set up 
in the format usually utiliz~d by water utilities. PG&E's payroll 
estimates are based on amounts actually allocated to the Placer 
Sys~em in its accounting system and projected for the test year. 
These allocations are derived in the following manner: The salaries 
of employees who work full-t~ for the Placer System are eredited 
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 v~lue of the percentage is placed in the payroll item for 
the appropriate department. The percentage allocations made by 

~ the field supervisor are not audited. 
Ihe ordinary methodology of the staff in estimating 

payroll expenses is to examine the recorded data for the water 
system in question. ~n 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 PG&E's 
responses to the data requests it developed its own methodology 
for estima:tillg payroll expense. A staff witness made a compa:ta
tive analysis of customer expenses for 34 Califo:tnia water systems. 
Ibe staff exhibit contains a graph which shows that the O~~ payroll 
cost pe:t custome:t in the 34 systems selected fo:t comparison ranges 

if PG&E contends that to have provided the information would have 
required visual search of records where over 15,000 entries a 
cay are made, which, it asserts, is unreasonable. 
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from $18 to $52. PG&E's estimated cost per customer exceeds this 
range in each of its domestic systems. In the case of the Placer 
System, according to the staff it is $86 per customer for the 
domestic system and $5,043 per mile of diteh. !he witness, based 
on his investigation, recommended that an amount of $48 per cus~omer 
for O&~ payroll would be reasonable for the domestic customers and 
$1,050 per mile of ditch. !he staff used these amounts in its 
estimate. 

In rebuttal, PG&E introduced an exhibit which 
purports to show that the O&~ payroll estimate is a lesser amount 
per customer than stated by th~ suff. Under PG&E's figures the 
amount of O&~ 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 from 
the staff's comparison. PG&E also contends that its labor eosts, 
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, ~ contends 
that its payroll O&M for the Placer System is $29.59. 

The Commis.sion is of the opinion and finds that 
the methodology used by PG&E to determine ~yroll O&~ is ge~erally 
more reasonable than that used by the staff with a 20 percent 
adjustment for the domestic system and a 30 percent adjustment for 
the ditch system. 

PG&E is entitled to have i~cludee as exp~nses 

for ratemaking purposes the amount it will reasonably spend for 
O&~ payroll during the test year. As the. applicant, it has 
the burden of p~oof to present evidence on this issue. (Evidence 
Code 55 500, 550; Shiv-ell v- Surd (l954) ::'29 CA 2d 320, 324; 
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Ellenberger v Ci~v of oakland (1943) 59 CA 2d 337.) However, it is 
for ~he Commission to make the determination as to what are reasonable 
O&M payroll expenses. (Federal Power Commission v Hope Na~ur~l Gas 
~, supra; Ci~y of Visalia (1969) 69 CPUC 311, 319.) !be record 
clearly indicates that PG&E has produced evidence upon which 
findings can be made. 

PG&E based its estimates for O~~ payroll on 
recorded data of payroll allocated by its accounting procedures 
to the placer System in past years. !~e use of recorded daea as 
the basis for test year estimates is time-honored and appropriate. 
The d.ifficulty with. PG&.E f s figures is that the underlying data was 
not provided upon which examination into the following areas of 
in~uiry could be made: (1) Whether PG&E's field supervisors made 
proper time allocations for 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. 

!he staff methodology for estimating O&M payroll 
is flawed. As indicated, PG&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 
~ethodology of deriving a per-customer cost for O&~ payroll for 
other systems is only a device for testing reasonableness. 

The st3ff witness initially selected comparisons 
which differed materially from the PG&E water systems. Some of 
the examples were fram large water systems with over 5,000 customers. 
Thereafter, be added 11 additional examples, which were more 
comparable to the PG&E water systems, to his reports, but he did 
not redo his original estimates. Pertinent testimony of the staff 
witness is as follows: 
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"THE WITNESS: My fi::;st ::;ough estimate d.id. not include 
systems, for want of a bette::; term, that are PG&E-like. 

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

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

"Q NOW, when you added these systems, did you also redo 
the results of your original graph which you have before 
you to include those 11 additional systems to be 
compared, and did you revise your nu:nbers based upon 
any additional data? 

"A No .. 
"ALJ JAAVIS: Excl.1se me. 
"If the original systems were not 1?G&E-like, which I 
would assume would not be comparable, why did you 
keep them in? 

"!HE WI'!NESS: I wanted a wide variety. 
"I wanted to examine all different kinds of water 
systems." (RT 690-91 .. ) 

Some of the systems used. in the staff comparison had no water 
treatment and the s~ff witness made no att~pt to determine the 
degree of water treatment existing in others. None 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 PG&E's. As previously noted, the staff 
esti~te on ditcb-cleaning is flawed. (Page 29, supra.) 

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

While the Commission will adopt PG&E's metbodology, 
adjustmen~s must be made. As indicated, the time allocations of the 
field s~?ervisors 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 percent for the domestic system and PG«Z's 
payroll estimate will be reduced by that amount. ~ additional 
adjustment will be made for the ditch system. In addition to the 
factors just enumerated, the record indicates the close proximity 
and interrelationship of electric department canals in the Placer 
System. !he margin of error in these allocations is thus increased. 
the Commission finds that the magnitude of deficiency does not 
exceed 30 percent 'for the ditch system and PG&E's payroll estimate 
will be reduced by that amount. 

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

under the item of IT town other". !he staff made a separate estimate 
which was previously adopted; since the PG&E ditch expenses as 
::oei:ied have been adopted, the l?G&E "ditch other" expenseswill also be 

adopted. Ibe other difference occurs in the estimate for 
uncollectibles. l?G&E and the staff used 0.001534 as the rate for 
uncollectibles. Ibe 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 reasonable, we 
find that the staff's estimate of uncollectibles is more reasonable 
and should be adopted. The estimated O~~ expenses are as follows: 
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PG&E Placer Water System 
Operation & Maintenance Expenses 

Test Year 1980 

Item Staff Utilit~ Adopted - (Ihousanas O~ Dollars) 
At Present Rates 
Purchased Power $ 33.1 $ 0.0 $ 33.1 
Pu:cbased Chemicals 6.9 3.0 6.9 
Town pay:oll 34.0 52.9 42.3 
Ditch Payroll 42.4 178.7 125.0 
Tow. Other 13.4 36.6 13.4 
Dl.~ch Other 98.6 94.0 94.0 
Uncollec:tibles 0.4 0.4 0.4 

Total o&.~ Expenses ZZa.8 365.6 315.1 
At Pro~osed R4tes 
Uncollectibles 1.2 1.1 1.2. 

Total O&M Expenses 229.6 366.3 315.9 

2. Administrative and General Exnenses (Direct) 
PG&E and the staff are in agreement with respect to 

esticated direct Administrative and General (A&G) Expenses. !he 
estimate is reasonable and is as follows: 

PG&E Placer Water System 
Administrative And General Expenses 

Test: Year 1980 

Itet!l -
Regulatory Commission Ex. 
Franchise & Business Tax 

Total A&G Expense 

Staff Utility Adopted 
(Tbousaoas o~ Dollars) 

$ 0.3 $ 0.3 $ 0.3 
_~O~'-i-0 0 • 0 0 . 0 

0.3 0.3 0.3 

3. General Office Prorated Expenses 
(a) There is a difference between the PG&E and staff 

esti=ates of indirect A&G expenses. To determine indirect A&G 
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expenses, i~ is necessary ~o de~ermine the ~o~a1 and a11oca~e an 
appropria~e amount to the water depart~nt. The amount alloca~ed 
~o ~he water department is further allocated ~o each of the 
distric~s. These allocations are based. 0'0. ~he "four-factor" ratios. 
PG&E's allocation to the water Qepartmen~ is 0.35 percent, of which 
15.86 percent is allocated ~o the Placer System. Ihe correspondin6 
staff ratios are 0.26 percent and 13.93 percent. The COtlmlission 
will adopt ~be staff's O&.~ allocated and the four-factor ratios as 
more 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 R;&.E's 
total A&G expenses was before the Commission in Applications Nos. 
58545 and 58546. The Commission takes official notice that in 

~ Decision No. 91107 entered on December 19, 1979 in the referred-to 
applications it adopted PG&E's final revised A&G estimate of 
$126,405,000 (less $62' ,000 for correction of an error in advertising 
expense)1Q1 for test year 1980 in the electric department, and 
$59,036,000111 for test year 1980 in the gas depar~ent. Therefore, 
we find that the correct total amount of A&G expenses to be allocated 
is $185,379,000. Since the total amount of A&G expenses that the 
staff used is $161,79S,OOO, we find that the staff's estimates for 
~lloc~ted A&G expenses should be increased by 14.57 percent. For 
the Placer System, this results in an allocated AJ;J:; 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 succary of the General Office Prorated Expenses 
is as follows: 

~I Page 25 of D.9l107, A.S8545 and A.SeS46. 
111 Page 46 of D.91107, A.58545 and A.S8S46. 
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PG&Z Placer Water System 
General Office Proratea Expense 

Test Year 1980 

St~f£ Uti1itX Ado~ted 
(IhousanQs ot Dollars) 

O&''1 Allocated. $lO.S $ 3.6 $10 .. 8 
A&G Indirect 44.9 104.1 5l.4 
Ad. Valorem Taxes 1.3 3.1 l.3 

Total Prorated Expense 57.0 110.8 63.5 
4. Taxes Other Than Income 

PG&E and the seaff presented differing estimates of 
ad valorem and payroll taxes. rG&E used the five yea.rs f .assessed 
value fram 1972-73 to 1976-77 to develop a compound gr~h rate of 
5 percent per year. !be 5 percent compound growth rate was used 
to project the 1978-79, 1979-80, and 1980-81 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 marl<et value 
(post-Article XIII-A) in its estimates. The ratio of 1978-79 
assessed =arket value to oeginning-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 PG&E made a 
judgment estimate of a $5.20 tax rate. PG&E ~nd the staff used 
1980 ra~es for FICA, FUI and SUI payroll taxes estima~es. 

Ibe COmmission finds ~ha~ the staff es~imate on ad 
valorem taxes, which is based on more recent and actual data, is 
reasonable and should be adop~ed. 

!he 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 rejected. In the circumstances the Commission 
finds that the PG&E estimate should be modified and adopted. 

A summary of the estimates is as follows: 

Item -

PG&E Placer Water System 
Taxes Other Than Income 

Test Year 1980 

Ad Valorem Taxes 
Staff 

$37,400 
10 3 SOO 
47,906 

Utility 
$50,900 

18,900 
69,80U 

Payroll Taxes 
Total 

S. Income Taxes 

Adopted 
$37,400 

14,175 
51,575 

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

PG&E Placer Water System 
Taxe s :sa sed On Income 

Year 1980 Estimated At Present And At Utility Proposed Rates 

Item Staff - lie sent Proposed Present Proposed Adopted 
Rates R.ates Rates Rates . Rates 

California ,: . 
Corp. Franchise Tax $(17,SOO) 27'600 
Federal Income Tax (92,000 117:800 

Total Income Tax (109,5~O) 145,~o 

(Red Figure) 

3,700 
5 3 500 
9,?l.OG 

The income tax estimates are 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 $5,500 for Federal vi 
Income Tax to be reasonable. 
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G. Utility· Plant 

PG&E and the staff presented different estimates of the 
Placer System's utility plant, as follows: 

Itcm -
Utility Plant 

PG&E Placer Water System 
Utility Plant 

Test Year 1980 
Staff 

$4,089,900 

Utility 

$4,398,600 

Adopted 
$4,079,900 

As wi~h 9c~er~1 office p:o:~tcd cxpc~ses, common utility 
plant is allocated by the fo~r-factor formula. As was previously 
indic~ted, the allocation f~ctor is oetween those estimated oy 

staff and PG&E. We will ~dopt 54,079,900 ~s reasonable. 

The remaining differences occur because of the staff's 
treatment of the w=ite-off of a nonproclucing well and of construction 
jobs over $50,000. The Co~~ission finds that the staff estimates in 
these areas arc more reasonable and should be adopted. 

H. Deoreci . .ltion EXi'en~e .:lnd Reserve 
PG&E and the s:~ff prescnted differing esti~tes of 

depreciation expense .:lnd reserve, as follows: 

PG&E Pl~cer Water System 
Depreciation Expense .lnd Reserve 

Test Year 1980 

~ Staff Utilit~ Adopted 
Depreciation Expense $ 35,000 $ 38,800 $ 35,000 
Depreciation Reserve 2,702,900 2,721,400 2,702,900 

There are some mi.nor differences between PG&E and the st.lff 
with respect to net s.llvoge perccntages. The Commission fin~s the 
staff esti~tes of net s~lvagc pcrccntogcs to be more reasonable 
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than those of PG&E and that they should ce adopted. !he primary 
differences between the PG&E and staff estimates of depreciation 
expense and weighted average depreciation reserve are due to 
different figures used for the common utility plant allocation and 
estima1:ed plant additions. Having modified the estimate for common 
utility plant, the Commission finds that the staff est~te, 
similarly modified, is more reasonable than PG&E's and should be 
adopted. 

I. Rate Base 
PG&E's estimated total weighted average rate base for the 

test year 1980 is $1~689,SOO. !be staff's is $l,4ll,300. The 
Cocmission has considered the differences in discussing utility 
plant. The Commission finds that the staff estimate should be 
aej~sted for ~he aforesaid modifications for common utility p~nt. 
As adjusted, the staff's estimate is reasonable and should be 
adopted. A summary is as follows: 
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?G&E Placer Water System 
Average Depreciated Rate Base 

Test Year 1980 

" . 

Item -- Staff Utility Adopted 
(Thousanas o~=Oollars) 

Weighted AvS" Water Plant 
total Weighted Avg. Pla.nt $4,089.9 $4,398.6 $4,079.9 

Working Ca;ei:al 
6.8 6.8 6.8 Materials & sUI~lies 

Working Cash A owance 17.5 28.0 17.5 
To~l Working Capital 24.3 34.8 24.3 

Adjustments 
Advances (1.9) (1.9) (1.9) 

~20 .~i Deferred Inv. 'tax Credit ~1.9) ~1.9) 
Toea1 Adjustments 0.0 22.5 0.0 
Subtotal Before Deduct. 4,114.2 4,410.9 4,104.2 

'J)educ:tions 
Depreciation Reserves 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 
!he question of what constitutes a reasonable rate of 

return is one to be deter.nined by the Cotamission. (CitV' of Visalia 
(1969) 69 CPUC 311, 319; PT&T Co. (1954) 53 CPOC 275, 284.) 

"Among the factors which the Commission has enumerated 
in recent decisions on other utilities as influencing 
the rate of return which also might affect the level 
of rates or of a particular rate are: inves~ent in 
plant, c:ost of money, dividend-price and earnings
price ratios, territory, growth factor, comparative 
rate levels, diversification of revenues, public 
rela~ions, ~nagement, financial policies, reasonable 
c:ons~ruction requirements, prevailing interes~ ra~es 
and other economic conditions, the trend of ra'Ce of 
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return, past financing success, future outlook for the 
utility, outstanding securities and those proposed to 
be issued. Additional factors to be considered are 
adequacy of the service, rate history, customers 
acceptance and usage developed under existing rates, 
value of the service and cos~ to serve. No one of 
the above factors is solely determinative of what 
~y constitute reasonableness of earnings, rates, or 
rate of return." (l?'I&! Co., supra at p. 309.) 

Cost of money is not decisive on the issue of rate of return. (~ 
Cos. Gas Co. (1960) 58 crec 27, 44; California W'ater & Tel Co. 

(1952) 52 CPOC 180, 190.) 
Because of its unitary capital financing, it was permissible 

for PG&E in presenting its case to utilize the most recent previo~s 
Commission electric and gas decision which found a rate of return 
based on PG&E's cost of capital for the test year 1978. 

Decision No. 89316 gave extensive consideration to return 
on equity (which is companywide) in determining the rate of return 
for PG&E's gas and electric depar~ents. (Slip decision at pp. 15-18.) 
It authorized BG&E a return on equity of 12.83 percent and a 9.S 
percent return on rOlte base. (D.893l6, Finding No.4.) In the 
circumstances, PG&E could, in presenting its case herein, utilize 
the findings i~ Decision No. 89316, although the Commission is not 
bound by thee in this proceeding in determining, on the ~rits, the 
appro?ria~e ~ate of re~urn. 

!he Commission has ~dopted the sum of $52,500 as the 
estimated weighted average ~dditions to the Pl~cer System plant-in
service for the test year 1980. The estimated end-of-year plant 
is $4,079,900. The a~ount of capital required for the Placer Syste~ 
is small in relation to the remainder of PG&E's operations. So is 
the amount of existing debt attributa.ble to the Placer System which 
needs to be serviced. '!he Coccission dee=s r~turn on eq~ity, as 
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distinguished from servicing debt, as an i~portant consideration in 
setting the Placer System's rate of return. In this connection, 
the Commission notes that it has previously held that water 
utilities are a less' risky investment than industrial companies 
and are not necessarily comParable to gas and electric utilities_ 
(Citizens Utilities Co. of Cal. (1972) 73 CPO'C 81, 90; ta'rl<:field 
Water Co. (1972) 73 CPUC 258, 268-69; Washington Water & Light: Co. 
(1972) 73 CPUC 284, 29'5-96.) The CO'Cmission, having weighed. all 
the factors, finds that a rate of return on rate base of 9 percent 
is :easonable for the Placer System. 

In reaching the determination of a reasonable rate of 
re1:u--n the Commission has kept the following in mind: 

'~e have in the past stressed the significance 
of the rate of return based on rate base. 
A closer analysis indicat~s 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 oon
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. Fro~ this, 
we arithmetically determine the rate of return 
on rate base. Thus, it is clear that the 
return on eq~ity is the major determina~t of 
the just and reasonable rates we are required 
to produce." (i?G&E In1:eri::n Rate Increase (1977) 
83 CPUC 293 at ~98.) 
As indicated, PG&E and the staff based their presentations 

concerning retu.-n on common equity on Decision No. 89316 which 
authorized :'G&E a. 12.83 percent return on equity.. Raviag analyzed 
the evidence the Commission finds that a return on equity of 
11.49 percent is reasonable for the Placer System for the following 
reasons: 
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1. 

2. 

The amount of e~isting debt and equity caoital 
attributable to the Placer System as compared 
to FG&E's overall capital requirements is small. 
Water utilities are less risky investments than 
gas and electric utilities. 

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

The following capital structure and cost of debt unoerl~e 
the rate of return adopted as reasonable in Decision No. 89316. We 
have substituted in that calculation a return on equity of 
11.49 percent, which we find reasonable in this proceeding for the 
Placer System. !he above capital and rel~ted debt cost and the 
adopted return on equity produce a rate of return of 9.0 percent. 

PG&E Placer Water System 
10tal Company capital Ratios and Costs 

(1977) 
Capital 

Com~onents 

Long-Te~ Debt 
?reterred Stock 
COt:n:llon Equity 

'Iota 1 

K. Rate Desigt:. 

Capital Cost 
Ratios Fae1:ors 
47.261- 7.361. 
13.66 7.54 
:39.08 

100.00'7. 
11.49 

Weigh'Ced 
. Cost 

3.48% 
1.03 
4.49 
v:uu 

The staff proposed changes in rate design for all of 
?G&E's dO'Clestic water systems, including the Placer System. Under 
the staff proposal revenues as determined by the Commission would 
be spread among rate schedules on the basis of cost of service, ' 
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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 requirements for Public Fire Protection SChedule F-l should 
be continued. 

IG&E did not oppose the staff proposal. However, it expressed 

concern that stric~ adherence to cost of service criteria co~ld 
lead to aberrations in town and ditch systems where a ditch 
cus~omer could pay more for untreated water than a town custome~ 
would pay for treated water. 

!he staff proposal would change PG&E's present minimum
char6e type of schedule to a service charge-quantity charge one. 13/ 
!he Commission is of the opinion that this change is desirable. 
It promotes conservation. In addition, a minimum charge schedu1~ 
which has a service charge increment is based on average consumption. 
A consumer who uses less than the average quantity subsidizes 
larger users. A service charge-quantity charge schedule fairly 
allocates basic costs among all users and provides for payment 
based ot:. use. 

In PG&E Decision No. 84902 (1975) 78 CPUC 638, 726-727, 
and 737, several ratemaking factors are listed for consideration 
when designing a particular rate spread and/or rate str~ture. !he 
Commission stated tha~: 

"Over the years a generally accepted set: of attrib~tes , 
of a good rate structure has evolved; these are: 

Production of the revenue requirement. 
Si~plicity and ease of understanding. 
Stability of reven~e. 
Fair apport:ionment of cost of service. 
Discouragement of wasteful use. 
Encouragement of efficient operation of system. 

The question of fire protec~ion costs is separately considered 
later in this opinion. 
PG&E's proposed new tariffs provide for service cha~ge-quantit1 
charge schedules consisting of a two-olock rate structure (Q-300 
cu.ft. and over 300 cu.:t.) with inverted rates. 
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"In the . .3ttempt to design rates possessing these 
attributes, various factors arc usually considered. 
These arc: 

Cost of service. 
Historical rate structure. 
Competitive conditions. 
Valu~ of service, including 'What the traffic 

will bear. r 

Adequacy of service. 
Customer acceptance ° It 

The Commission also stated at page 737: 
l'E.:lrlier we listed the gencr.ally accepted olttributcs 
of a good rate structure. These criteria arc as 
valid now as they have ever been, but, .•• their 
application requires a major overhaul in the tradi-
tional 'declining block' rate structure. . •. 
Today, the overriding task for this Commission, the 
utilities, :lnci the public is conserv.:ltion." 
The Co~mission finds that the rate design proposed by 

the stnff is r(::.1sonablc except that Schedule No. P-ll will be 
changed from a declining block schedule to a semi-inverted rate 
schedule. The adopted rate design will not result in ditch 
customers paying higher rates than town ones. 

L. Stcp Rates 

J?G&E seeks authority to put the requested rate increases 
into effect in two annual steps. The staff proposed that for all 
of J?G&E's domestic Wolter systems the increases be placed into 
effect over a period of years in steps not to exceed 65 percent 
of the increase in anyone year. Under the staff propos3l the 
steps would range, depending on the system, from two to six years. 
In the case of the Placer System the staff proposal would result in 
.1 pcriod of two years before the rates authorized herein would become 
completcly effective. The ~roposccl stcp rates do not include a 

\ factor for attrition. 

~ 
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Step increases are warranted in this proceeding because 
of tbe magnitude of the increases authorized, which is due primarily 
to the in.'lction of ~&E. It waited twenty-six years from its 
l~st increase in rates to file this application.. PG&E Qevoted 
its regulatory efforts during these years to purs~ing gas and 
electric applications which yielded revenues of a substantially 
larger magnitude for the company. 

In BG&E Co. (Tuolumne Water System) (1957) 55 CPUC 556, 
the Commission considered a similar problem and stated at 
pages 564-565: 

"Applicant has continued, through all the recent 
years of inflationary· price increases, to serve 
the area on basic rates found justified in 1922. 
The economy has adjusted itself to those rates, 
and Clnnot 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 a 
series of applications over the years, that would 
have raised its rates to or aoove the level it now 
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 their money and 
b~ild their economy on the e~pectation of low water 
rates, adhered to over a period of a full generation, 
and tben suddenly demands a drastic increase in those 
rates. While this Commission cannot, on the record 
in these proceedings, deny ~he applicant the revenue 
for which it has proved its need, we shall, in the 
order that follows, require i~ to provide some 
cushion to assist its cus~omers to adjust themselves 
to the increased rates which we mu.st authorize.. vTe 
shall do this by specifying that the final rates we 
shall a~~rove $ball go into effect in three steps 
over a ~:year period. We find such trea~~nt, 
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al~hough unusual, ~o be fair and reasonable 
under ~he circums~ances 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 PG&E 
agree tha~_ two years is an appropriate period in which to implement 
the increases. Considering the magnitude of the increase and all 
the other fac~ors present in ~he record the Commission finds that 
the increases authorized herein shoule 90 into effect in two annual 
steps. 

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

in 1979 and became effective on JanU3ry 1, 1980 provides in part 
that: 

"(a) No water corporation subject to the jurisdiction 
and control of the commission and the provisions of 
Part l (commencing with Section 20l) of this division 
shall make any charge upon any entity providing 
fire protection service to others for furnishing 
water for such fire protection purposes or for any 
costs of operation, installation, capital,maintenance, 
r~pair, alteration, or replacement of facilities 
related to furnishing water for such fire proteetion 
purposes within the service .area of such water 
corpor~tion, except pursuant to a written agree~nt 
with such entity providing fire proteetion services. 
A water corporation shall furnish water for fire 
protection pl.1rposes to the extent of its means and as 
a condition of a certificate of public convenience 
and nece$sity, in ease of fire or other great necessity, 
within the boundaries of the territory served by it 
for use within such territory." 

There is no evidenee in the record of any agreement between PG&E and 
any entity providing fire ?rotection services in the Placer System. 
In the eir·ewnztanees., the roates hereinafter authorized will include 
~n ine:ernent for fire protection. 
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N.. Service Matters 
The testimony presented ~t the he~rings indic~te~ that 

~here ~rc no gener~l service problems which req~ire ~djudication 
in this proceeding. 

o. Soecial Conditions 
PG&E sought authority in the consolidated proceedings to 

incl~de in its t~riffs, including the one for the Pl~cer System, 
cert<lin speci.Jl conditions. The staff took the position that they 
should not be considered in these proceedings. An <lbortive attempt 
was oadc 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 dCOJ.ling 
with the proposed special conditions. As a group, they will not 
be considered herein. Unless the Commission has m<lde OJ. specific 
finding relating to OJ. special condition, it expressly does not 
intend to pass upon it in this proceeding. PG&E ~y file appro
priate advice letters or appropriate formal proceedings to secure 
an adjudication on the proposed speci<ll conditions. 

No other points req~ire discussion. The Commission 
makes the following finding's ~nd conclusions. 
Findings of Fact 

1. The Placer System will have gross operating revenues of 
$271,400 and ~ return on rate base of .82 percent at presently v/ 
authorized rates for the test year 1980, which is unre~sonably low. 
PG&E is in need of additional revenues from the Placer System. 

2. PG&E operates a statewide system for the generation of 
electrical power. It also operates six local W<ltcr systems which 
are noe interconnected. The Placer System is one of these w~ter 
systems. 
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3. Commission and federal regulations require PG&E to 

account for its electric revenues and expenses in proceedings 
involving electric rates. 

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

S. 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. Ihis 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 cont:ract 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 for 
irrigation purposes in western Placer County. 

7. In 1965, PCWA and PG&E entered into negotiations dealing 
with PCWA purchasing a portion of the Placer System. The nego-
tiations culminated in two contracts dated June 18, 1968. One vi 
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. !he contracts, including the one for transfer of a 
portion of the Placer System to PCWA,were authorized oy tbis 
Commission in Decision No. 74617 entered on August 27, 1968. 
The acquisition was financed by revenue bonds which were approved 
by the voters of Placer County in 1961. 

9. The r~tes presently provided for in the PCWA and PG&g 
water service contract will generate revenues that will yield 
PG&E ~t least the rate of return authorized herein for the test 
year 1980. 

10. For many ye~rs prior to the advent of a collective 
ba~gaining agreement with IBEW, PG&E gave its employees a 25 
percent discount for utility service which it provided. The 
discount also applied to retired employees. ~he first collective 
bargaining agreement between ?G&E and IB~~ provided for maintaining 
all employee benefits tben in existence. The present agreement 
provides that PG&.E shall not "(1) abrogate or reduce the scope of 
any present plan or r~le 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. In Decision No. 89653 entered on ~ovet:iber 9, 1978, the 
COmmission found that it was inappropriate to eliminate the PG&Z 
employee disco1Jnt. Decision No. 89653 and rel.lted decisions found 
tbat if the PG&E employee ~iscount were elicinated PG&E would be 
required to obtain additional revenues through increased rates to 
compens.lte 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. !he impact on revenues of the PG&E ~ployee discount in 
, the Placer Syste~ is negligible • 
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13. Many PG&E employees, at different times, perfor~ functions 
for its various departments (g~s, electric, water, steam). 

14. PG&E's employee discounts are part of a total compensation 
pacl~ge which was arrived at through collective bars~ining between 
PG&E ;:tnd IB£f~. 

15. Failure to include the PG&E employee discounts for ratc
=~king purposes would result in a diminution of PG&E's authorized 
rate of return. 

16. It is reasonable to include the PG&E employee discounts 
for r.'l tCm.lldng purposes in this proceeding. 

17. The job of chopping weeds at the side of a rOAdway is not 
substantially comparable for O&~ p~yroll 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 embodied i:1. the collective bargaining: 
agreement between PG&E ~nd IBEW ~re unreasonable. 

19. It is reaso~blc to include the union wages ancl work 
rules for ratctnaking purposes in this proceeding. 

20. The sum of $601,600 is a reasonable estimate of the 
tot~l operating revenues .Eor the test year 1980 o'lt authorized rates .. / 

21. The staff estimMtc of $33,100 for purchased power is 
more reaso~b1c th~n PG&E's, bec~usc it is based on the efficient 
use of pumps and other estimutes heretofore found re~sonable. 

22. The st~ff estimate of $6,900 for purch~sed chemicals is 
more re~sonable than PG&E's because it is b~scd on the efficient 
use of pl.:lnt. 

23. PG&E's methodology in determining O&~ p~yroll which is 
based' on recorded d.:lta, is, with a percent modific~tion, more 
reasonable than the staff's. A rC.:lsonab1c amount for O&M payroll 

.. 55-



--
'~:'; 

~ ~. 

" ' 

A.58632 AlJ/eC/kS/ec * 

for the test year 1980 is $42,300 for the town system and $125,000 
for the ditch system. 

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

Item -
At Present Rates 
Purchased Power 
Purchased Chemicals 
Town Payroll 
Ditch Payroll 
Town Other 
Ditch Other 
Uncol1ectibles 

Total O&M Expenses 
At Proposed Rates 

Adopted 
(Thousands of Do1lar~) 

$ 33 .. 1 
6.9 

42.3 
12$.0 
13.4 
94.0 

.4 
515.1 

Uncollectibles 1.2 
Total O&M Expenses 315.9 

25. The sum of $63,500 &or general office prorated expense 
for the test year 1980 is reasonable. , 

26. The sum of $300 is a reasonable estimate for the total 
direct A&G expenses for the test year 1980. 

27. The staff estimate of $37,400 on ad valorem taxes is more 
reasonable than PG&E'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 $9,200 for total income taxes for the ~ 
test year 1980 is reasonable. 

30. The sum of $4,079,900 is reasonable 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 
PG&E because they are based on more reliable data. !be following 
are reasonable for the test year 1980: 
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Depreci~tion Expense $ 35,000 
Depreciation Reserve $2,702,900 

32. The sum of $1,401,300 is ~ rc~sonable csti~te for average 
depreciated r~tc b~zc for the test year 1980. 

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

34. The increases in rates ~nd charges authorized by this 
decision arc justified and arc rcason3blc; and the prescnt 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 inere~sc in annual revenue 
authorized by this decision is $330:200: the rate of return on vi 
rate base is 9 percent; the return on common equity is 11.49 percent. 

36. It is reasonuble to include in the tariff schedules 
filed to implement this decision a service charge-minimum charge 
format. 

37. It is not reasonable to ~djudicatc generally the terms 
of the special conditions in PG&E's tariff in this proceeding. 

38. Because of the iU.:lction of :t=C&.E in seeking rate relief 
for a period of twenty-six yc~rs, it is rc~sonable to provide that 
the increased rates authorized by this decision should be put into 
effect in two ~nnual steps. 
Conclusions of Law 

1. The following results of oper~tions should be adopted 
for the test year 1980 and utilized in establishing the rates 
authorized herein: 
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Item -
Operating Revenues 
Sales Revenue 

Total Operating Revenues 
Operating Expenses 
Operation & Maintenance 
Administrative & General 
General Office Prorated 

Subtotal 
Depreciation Expense 
Taxes Other Than Income 
State Corp. Franchise Tax 
Federal Income Tax 

Total Operating Expense 
Net Operating Revenues Adjusted 
Ro'Jte Base 
Rate of Return 

Adopted 
(Thousands of Dollars) 

$ 601. 6 
601. 6 

315.9 
0.3 

-63.5 
379.7 
35.0 
51.6 
3.7 
5 .. 5 

--4""'"'-rs-;s 
126.1 

1,401 .. 3; 

9.00% 
2. The rates authorized herein should be put into effect in 

two annual steps and be in the £or~t 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 ~nd B 

which are designed to yield $330,200 in additional revenues based 
on the adopted results of operations for tbe test year 1980. 

4. In the ligbt of Public Utilities Code Section 2713, 
amounts chargeable for public fire protection should be allocated 
among other rate schedules. 

o R D E R 

IT IS ORDERED that: 
1. After the effective date of this order, Pacific Gas and 

Electric Company (PG&E) is authorized to file for its Placer Water 
System the revised rate schedules attached to this order as 
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Appendix A. Such filing shall comply with General Order No. 96-A. 
The effective date of the revised schedules shall be five days 
after the date of filing. !he revised schedules shall apply only 
to service rendered on 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 connection 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 
filing. 

3. PG&E shall prepare and keep cu:rrent the system map 
required by paragraph I.10.a. of General Order No. l03-Series. 
Within ninety days after the effective date of this order, PG&E 
shall file with the Commission two copies of this map .. 

!he effective date of this order shall be thirty days 
afte:r the date hereof. 

Dated OCT 8 19S0 , at San FranCisco, California.. 

Co==1s~1oncr Cl~1ro. T. De1rie~. ~o1~ 
no~o~~~r11~ ~bGo~t. did not ~tiei~te 
1n :tho <lle;poa1t1o::l. of th13 ;prooood~ 
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A~PENO:X 1\ 

P.)9~ 1 o! 5 

?~ci'ic c~~ ~ncl Electric Comp~ny 

Schedule No. p-l 

CENtRAL METCru:O SERVICE - 'l"nr-J\7EO WATER 

AP?L:CABIL:~ 

:t,.." the terri to:-y in Pl~eer CO'.J.."\ty ~ shown on the Col!'.:\X, . Alt~, a."\ct 
Monte Vi:3t.ol Wat.er SI.:::-vice Arcr. !t..c:.p~ o~ tho j'lxer ~·:.:\tor S:r::tem~ 

RATES 

Service Ch:I'I:(je: 

For S/S x 3/~-inch meter ..............••••.•... -
For 3/4-inch m~tcr • • II' •••••• II' oil •• , • ,. ". '" ,. • " ,. .. 

For l-inch meter • ....... " .... II' ••••••••• II' ", • 

For ll,-inch meter II' ••• '* • II' •• " • ••• " ••• 1# •••• ,. 

For 2-inch mete: 
For 3-inch meter • • " .. " • " •• " ...... II' .......... " 

For .;-inch meter " ...... " .. " .... .. -... ,. ...... .. ", 

For 6-inch mete: 
For a-inch meter ........ _ .... " ........... . 

Ouolntity ~te~: 

Fir::: 300 cu.!t., per 100 cu.!t ............ . 
For all over 300 cu.!t:, per 100 cl.I.ft •••••••••• 

Per Meter Per Month 
Before After 
JIJ11. l Oec. ~l, (,:-:1 
1982 1981 

$ ;.50. 
J...oo 
5 .. 50 
7 .. 00 

11 .. 00 
20.00 
;5.00 
45.00 
70 .. 00 

.. 220 

.. 260 

$ 6.50 
7.80 

10 .. J..0 
13 .. 00 
20 .. 00 
;9.00 
60 .. 00 
85.00 

120.00 

Th~ Service Ch~rge ~~ ~ rea~inez:~to-~crve ch~r(je A~lie~ble 
to All meterc~ ~erviee ~n~ to ~hich i~ to be ~~~ed the monthl~ 
eharge eom?l.Ite~ ~t the Ou~ntit~ ~tc. 
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i\??ENO:X !\ 

l'.Jc;JC 2 oC 5 

',;ithin th..: territory :;orvc<.l by thf: ?l~ee:r- Ditch Sy~tl!m ~::; ~hown on 
the ?J.n.eer Ditch Z:r~t~m Service '\r~.1 M:\? 

AA':'ES 

r~or 5/0 x 3/.: .. inch m·~:cr " ....... III ....... 

1"0:: :l/4-inch meter .. • • III III _ ....... III .. 

FO: l-inch nH~tcr .... " " .. " . " ...... 
For l~-:i.nch m~tN .... III ..... " ........ 

FO: 2-:i.nch mctt:r . . . . .. . ... .. " .... " . 
for 3-inc~ :nc:~r ....................... 
For I.-inch meter • " '" ..... " III ....... 

For 6-il"lch m'=!~cr .. .. .. . .. .. .. .. .. .. . . .. 
For O-inc,h meter .. . .. . .. .. .. " ......... 

O\,l':\l'Itity R.." ':e!j ; 

First 3,000 cu. ft. , pcr 100 cu. !"t. • 

i:ext 7,000 cu. rt. , :-,c.1:' 100 cu .. rt. 
Ovcr 10,000 cu. rt.. , per 100 cu" rt. .. 

........ ill II • 

.... ,. .. ". . 
#I.~".- .. -........ -
,. ......... 
.11 •• -.··· ........• 
.....•... 
.. ~ ....... 

.. .. __ ..... II • 

- ....... ,. III #I 

• .... III .. II • ,. 

?~r Meter Per Month 
Bc!c:re At teL 
J~. l eec. ~l, 
1982 19a1 

!:,. 2.50 
3 .. 00 
4 .. 00 
5.00 
8 .. 00 

14 .. 00 
25.00 
)2 .. 00 
50 .. 00 

$ 4.55 
5 .. 50 
7 .. ,)0 
9 .. 00 

14 .. oo 
Z7 .. 00 
42 .. 00 
60 .. 00 
e4 .. OO 

The S~rvice Ch.:-.r9~ i:> ., tc.:\cinc::o::-to-:;crvc ehOlrc;c .)I)fJlie.lblc 
eo .:111 mctC'tce $erdcc Z\n<.l :0 .... hich i~ to be added the mol'\thly 
ch.)t9C com~utee ~t the C~~ntity ~~t~. 
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P.R€O :; 0: 5 

SClIC\)ULE tlO. 1'·12 

GENER!,L IRRIGATION SERVICE .....---- ~- .. -_.....-

APPLICABILITY 

AppHc<lble to untreZlted ... '~teI4 for il"riqution purposes from th~ Uti1ity's 
Ditch System. 

TERRITORY 

;,]ithin the territory served by the !'l.:lccr Ditch Syzt'!rl1 olZ shown on 
the ?l~er Ditch SY3tem S~TVieo Are~ X~p_ 

RATES 

A. Irrigction se4\son~ ~-l1Io!'lth period r·1ay 1 through 
S~ptcmber 30 inc1U$iv~. 

r.or scrvi ce (.); .) C(.)" t i !"IUOus. f1 0"" of water through 
a master box on rcgular de1ivery outlet for the 

Be!'oro Arter 
-:Ta."'l. 1" Doc .. :31, 

1982 12~ . 

irri~<lt;M se.'lson, pcr minc'"'s inch •.••••••.•.•. .$ 27.00 $ ;38 .. 00 {I) 

G. Non-irrigation SNson. 7-month pcdod October 1 

(x) 

throunh April 30 inclusive 
1st lS 11linc~$ inch days. or less.................. 7 .. 00 
Over 15 mi n(:!":; i lieh d\\ys, pcr 111; nel'"S ; nch day..... .90 

ll .. oo I 
1.00 (!) (N) 
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APPENOIX A 
P."lge 4 of 5 

Sc~edulc No. PF-2 

PRIvATE FIRE PROTECTION SERVICE 
.;..;.;;~....;.;;. - ---"""'-..;...,;;.;...; .... ------.... 

APl?lic.)!:Ile to olll .... olter eervicc !urni!:hed for 'priva:ely o .... ned fire 
?rotectio~ sys:ems. 

TERRITORY 

In the terri tory in Placor County a:I 3hown on the Colfax, Zr.onte VistA" 
and AltA ~.,r:::.tor Service J..rOA ~1A?:: ot tho Pl~e:- i:~or S~tOtl .. 

RATES 

For C'olch 
For ¢.lch 
For e.)ch 
For e.lch 

4-inch connection 
6-inch connection 
a-inCh connection 

lO-inch connection 

.....••....•..•.......• 

...•.•.....•.....•.•... 

...••......••.....•...• 

..........••....••.•..• 

Per Service 
Connection Pe-r ~-1onth 

EC!'o:-e A!t~r 
J:J..'"l. l, ~cc .. 31 .. 
19S2 1981 
s 9.50 Sll.OO 
l2.00 l4..00 
18.00 21.00 
':2.00 50.00 

(I) 

f 
(1) 
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SCHEDULE r~o. PR-l 

'p"LACER...1bB) FF AREA 

RESI\LE SERVICE - UNTREI\TED \~ATER 
-.--...- .. - ---- -~ 

APPLICABILITY 

Appl icable to ~lntreat0.cJ \'1ilter furnished for resille for domestic or 
agricultural purposes. 

TERRITORY 

-rjithin the te:-rito:j.· served. by the ?l~er Ditch Syste::l .lS :ihoWn on 
the! Placer Ditch Syst.et:'l Servico .\rca XA:;"). 

RATES 
Eeforo A.!ter 

Service Ch3r9~: J~~. 1, Dee. '1, 
19S2 19S1 

For each servi cc connect; 011 •••••••••••••••••••••••••••• $ 7.00 $ 12.00 (I; 

Quantity Rates: 

First 20 miner's inch days, per miner's inch.day •••••• 1.00 Next 80 miner's ;nch dilYS, f')er miner's inch.day , " ...... .• as 
j'iext 900 miner's inch· days. per miner's inch day ....... .79 Over ~OOO miner's inch.dilYS, per miner's inch.day ....... .• 75 

The Service ChJr~JI;! is (\ rcadincss-to-serve c:har~e app1icab1c 
to al' mNs.urcd RC~illc S(~rvicc clnel to which is. to be added 
the monthly chilr9c cOlllputed at the Quantity ~.,tes .. 

l.2O ( 
l.oo 

(I:~ .. 90 
.so 
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RICHARD D. ClV\VELLE, Commi$zion~r, Ptlrtiollly dissenting: 

I ?~=ti~lly dis$~~t. The is~uc~ of employee discounts 
a~d collective b~rgaining ~grecm~nts,tlz they may affect the 

Co~~issio~'s ratcm~king rC$ponsibility, arc incorrectly treated 
in the majority's decision. 

We should make crystal cle~r to those concerned with 
our r~temaking ~ctivities that the level of rates as~cssed to 

every customer of a utility is the ab~olute ~nd sole respo~sibility 

of this Commission. Only when the Californiol Supreme Court or a 

fcdcroll A?pcll~tc Court intervenes doc5 that responsibility ~ubsidc. 

Here there has been no intervention; consequently, it is within 

the Co~~ission's discretion and its view Ol the evidence of record 

as to the proper trcoltme~t of employee discounts. ~he decision 
criticizes the staff showing. I do not share in that criticism. 

Today's reality dictates that utility ~nagcment, its 

em?loyccs, .:nc. its regul.ltors must all bc"extremely circu:nspect, 

not only in contacts with the consuming pu~lic, but also with 

rC9Q:~ to the public's perception of how we each interract in the 
process 0: ?rovidi~g utility service. Xore and more th~ public 

will object to ":;I?ecial breaks" given to utility employees who 

hold good, stc~cly jobs while otherz arc unemployed and while utility 
r~tcs arc csc~lating rapidly. Xore ~nd more the ?ublic will 

object to regulators who fail to eliminate these inequities. The 

employec discount issue is a classic example of a small sore that 
may fester and grow l~rge enough to become a severe ~lady for 

labor, ~nagerncnt, and regulator - it should be treated now rather 
than late:. 

As with employee discounts, the related issue of collect
ive bargaining wage rates and working practices is an area that 
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we must cle~rly identify ~~ withi~ the ~mbit of r~tem~kins when 
we h~ve a record which will support ~n ~djustment. The veil 0: 
collective bar9~ining cannot be used to cover excessive costs 
which in ~ re9ul~ted utility setting c~n only be borne by the 
ratcp~yer. As ~ Co~nission, we must protect the r~tepayer from 
~ll excessive costs no matter what the source. Again, it would 
behoove management and l~bor to realize that utility bills in 
todolY'S world h.:\ve made the public more aware than ever before 
0: their utility 'company and the service it providcs. Efficiency 
in operation will become more and more critical in the future 
as cos~s rise and we, ~s re9ul~tors, will be called upon to 
scrutinize with growing vigilance the l~bor practices of each 
utility. If inefficiency exists - covered ~y collective b~r9ain
ing or not - it must be dis.:\llowed for ratcm~king pur4~scs. Were 

, 
we to eo less, we would cheat the public we serve. 

San Fr.:\ncisco, C~lifornia 
October 8, 1980 

~/~ 
RI<':UARD D. GMVELLE, Com:nission<:r 
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