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Decision .I~o. 

B!::FORE THE PUBLIC UTILITIES COIlIlISSION OF THE STATE OF CALIFORi-lIA 

Application or PACIFIC GAS AND ELECTRIC ) 
COIVl?ANY for authority, among other things, ) 
to increase its rates and charges for ) 
water se~vlce provided by the Jackson ) 
Water Syste=. ) 

(Water) ) 

ORDER MODIFYliJO DBCISIO.~ NO. 9248.9 
AWD D£~YI~G RErlEARl~G 

Petitions tor rehearing of DeciSion No. 92489 have been filed 
by Paciric Gas and Electric Com~any (PGZeE) and oy Local No. 1245 
of the International Brotherhood or Electrical Workers (IBEW). We 
have carerully revieweu each anJ every allegation in said petition 
~~d are of the opinion that good caUSe for granting reheari~g has 
not been shown. However, DeciSion No. 924B9 should be modified 
so that the formulation or the "four factor" ratiOS, tor purposes 
or dete~ining the level or the administrative and general (A&G) 
indirect expense a~d of co~~on utility pla~t, reflects the operation 
~~d maintenance (O&M) payroll expense found reasonable by the 
Co~~ission, as raised in the ?G&E petition. Also, the IEEW petition 
has raised certain instances or possible inacc~racy which we will 
~~en~ through modifications set forth herein. Finally, in the 
course or modifying the deCiSion, two clerical-type errors are 
corrected. 

1) Four Factor Modifications 
The re-rormulation of the four factor ratios so that they 

reflect the $216,600 O&M payroll expenses adopted in Decision 
No. 92489, besides changing A&G indirect expense and the common 
utility plant figure, also changes a number of other figures in 
the body or the decision. These latter resultants will be noted~ 
follow1ng"a setting ro~h of the new allocations based on the 
revised four factor ratios • 
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As Decision No. 92489 explains, in order to dete~ine indirect 
A&G expenses for the Jackson Water System, it is necessary to 
determine PC&E's General Office expense on a total com~any basis. 
Then a perc~ntage or such expense is allocated to PG&E's water 
syste: operations , after which a percentage is allocated to the 
individual water systems such as Jackson. The revised adopted 
allocations are 0.31 percent to water operations , ~~d l8.~0 percent 
to Jackson (cf. D. 924cl9, ?gs. 36-7). Using these revised percentages, 
the result of revised four factor calculations, the adopted fi3ure 
for A&G indirect expense is $100,700. The effect or the new 
allocations on the adopted utility plant figure (of which common 
utility plant 1s a component) is to change it to $3,869,800. 

In the order of their appearance in the body of the decision, 
the changed items and their new values (at adopted rates) are as 
follows: Additional Revenues, $568 , 900; Esti:ated Revenues, 
$700,300; Uncollectibles, $1,100; Total O&M Expenses, $330,900; 
General Office Prorated Expense: A&G Indirect - $106,700, 
Ad Valorem ~axes - $2000, Total Prorated Expense - $114,100; Taxes 
Based on Income: California Corporate Franchise Tax - $2 , 700, 
Federal Income Tax - ($3,600), !I Total Income Tax - ($900); Utility 
?l~~t, $3,~69,oOO; Depreciation EXpense, $52,300; Depreciation 
Reserve, $2,158,200; Total Weighted Average Plant, $3,869,dOO; 
Average Depreciated Rate Base, $1,672,,600; vleighted Average 
Additions to Jackson System Plant-in-Service for Test Year 1980, 
$~a,300; Weighted Average Plant, $3,,869,800. 

2) Clerical Errors 
(a) On page ~2, in the table pertaining to Average 

Depreciated Rate Ease" the entry for staff labeled "Subtotal Before 
Deduct" uI"lder "Adjustments" should read "3,,779.4" rather than 
"3,799.4." 

(b) In the second sentence of the final paragraph on 
page 43, reference is made to an "end-of-year" plant estimate. 
Actually, the plant estimates are for "weighted average" pl~~t. 

!! Parenthesis indicates minus number • 

2 



• 

'. 

• 

A. 58630 Llbh 

3) Rate Chan~~ 

Due to modifications included herein, the Quantity Rates per 
100 cubic feet, per meter ~er month set forth on page 1.+ of 7 of 
Appendix A,' for usage for the period "After Oct. 31, 1982," are 
c ha.."lgecl. 

IT IS H:::ru:::oy ORDERED that Decision ;Jo. 92489 is mod.if1ed as 
follows: 

1. The fou:'th c.nd sixth sentences on page 28a, which form 
part of the Co~~1ssion's discussion under the section titled "Union 
Wage Rates and Working Practices," are a .. nended to read as follows: 

"The Commission will not view as sacrosanct in its 
ratema~i1'lg process e-.,ery element 0: 3. collective b.,j,r­
gaining agreement when such affects rates and service 
to the detriment of ratepayers." 
wl'le reserve the right to disallow such costs as we find 
to be unreasonable." 

2. The paragraph beginning at the bottom of page 36 
is amended to read as follows: 

I' (a) There is a difference "Oetween the PG&E and 
staff estimates of indirect A&G expenses. To determine 
indirect A&G expenses, it is necessary to determine the 
company total and allocate an approp:'1ate amount to the 
Water department. The ~~ount allocated to the water 
department is further allocated to each of the districts. 
These allocations are based on the '1 four-factor" ratios. 
PG&E's allocation to the water department is 0.35 percent, 
of which 1~.62 percent is allocated to the Jackson System. 
The corresponding staff ratios are 0.26 percent and 
17.69 percent. The Commission will adopt ratios of 
0.31 percent and 18.40 percent as mo~e ~easonable." 

3. The sentence in the second paragraph on page 37 which 
begins: 
~S1nce the total a~ount of A&G expenses ••• ", should be deleted. 

4 • The last paragraph on page 3'7 should. be amended. to reac 
as follows: 

"(b) For prorated ad valorem taxes, the Commission finds 
that -the staff's est1mates # which are ~ased on more recent 
and aetual data, are reasona~le and, 'as modified by changes 
1n the common.plant estimate brought about by the reformu­
lation of the four factor ratios# should ~e adopted.~ 
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5. The se~ond sentence of the final pa~ag~aph on page ~3 is 
a~ended to ~ead as follows: 

"The estimated weighted average plant is $3,869,800." 
: 

6. Findings of Fact ~os. 17, 20, 21, 25, 26, 27, 28 and 
31 are a~ended to read as follows: 

"17. The sum of $700,300 is a reasonable estimate 
of the total operating revenues for the test 
year 1980 at authorized rates. 

"20. The following total O&M expenses for the test 
yea~ 1980 are reasonable. 

Item -
At Present Rates 

Purchased Power 
Pu~chased Chemicals 
Town Payroll 
Ditch Payroll 
Town Other 
Ditch Other 
Unco1lectibles 

Total O&M Expenses 

At Adopted Rates 

tJncollect1bles 
Total O&M Expenses 

Adopted 
(Thousancts or Dolla~s) 

$ 19.1 
0.0 

141.5 
75.1 
69.8 
24.3 

0.2 
330.0 

1.1 
330.9 

"21 .. The Su"'"ll of $114,100 for general office prorated 
expenses for the test yea~ 1980 is reasonable .. 

"2~. The estimate or ($900) ro~ total income taxes fo~ 
the test yea~ 19~0 is reasonable. 

"26. The sum of $3,869,800 is reasonable for utility 
plant for the test year 1980. 

"27. 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. The following are 
reasonable for the test year 1980: 

DepreCiation Expense $52,300 . 
Depreciation Reserve $2,158,200 
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follows: 
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"28. The sum of $1,672,600 is a reasonable estimate for 
average depreciated rate base for the test year 1980 • 

"31. The total a~ount of the increase in annual revenue 
authorized by this decision is $568,900; the rate of 
return on rate base is 9 percent; the return on common 
equity is 11.49 percent." 

Conclusions of Law l~os. 5 and 7 are ~~ended to read ,as 

"5. The following results of operations should be 
adopted for the Test year 1980 and utilized in 
establishing the rates authorized herein: 

!te~ .............. Ado~ted 
(Thousands of Dollars) 

Operating Revenues 

Sales Revenue 
Total Operating Revenues 

Operating Expenses 

Operation & Maintenance 
A~~in1strat1ve & General 
General Office Prorated 

Subtotal 

Depreciation Expense 
Taxes Other ~han Inco~e 
State Corp. Franchise Tax 
Federal Inco~e Tax 

Total Operating Expense 

Net Operating Revenues Adjusted 

Rate Base 

Rate of Return 

$ 700.3 
700.3 

330.9 
1.4 

114.l 
44o.~ 

52.3 
51.9 
2.7 

(3.6) 
'~9.7 

150.6 

1,672.6 

"7. PG&E should be authorized to file for the Jackson 
System the reVised water rates set forth in Appendix A 
which are designed to yield $568,900 in additional 
revenues based on the adopted results of operations 
for the test year 1980." 
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s. Page 4 of 7 of Appendix A is canceled and is replaced 
by the corresponding revised tarifr page attached hereto. 

Rehearing of Decision No. 92489 1 as modified here1n 1 is denied. 
The e~ective ,date or this order is the date hereof. 

Dated ---UAR 2& l~i 

• v / ..,..', - . 

"",/". .' _ ... ' ..... ' , // .~- .... ~ 

... Commissioners 
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.APPENDIX A 
Page 4 o! 7 

Paei!ie Gae. ant! Electrie Company 

Schedule No. J-ll 

Jackson Tari!! Ar~A 

A.pplicable to untreated vater aemce !urni~e4 !rom the di tell sy~te=. 

Within the territory aerved !rom the Company's Ditch Water System. 

RATES Per Meter Per Moeth 

Nov. 1, 1981 
Be!ore to -Uter 

Nov. 1, 1981 Oct. '1, 1982 Oct. 31. 1982 
Serviee Clarge: 

(I) 
For 5/8 x 3/4-i%1ch meter •••• I 2.30 S 3.50 S 4.55 
For 3/4-inch meter ...... 2.80 4.25 ;·50 
For 1-inch meter •••• 3.'iO ;.60 7·30 
For ~inell meter •••• 4.60 7.00 9.00 
For 2-ineh meter •••• 7.00 11.00 14.00 
For 3-ineh meter •••• 14.00 2l.00 27.00 
For 4-inch meter •••• 21.00 32.00 42.00 
For 6-inch meter •••• 30·00 46.00 60.00 
For ~inell meter ...... 43 .. 00 65 .. 00 84.00 
For lO-ineh meter •••• 51.00 77.00 lOO.OO 
For 12-ineh meter •••• 64.00 97.00 l25.OO 

... 

Quctity :iate.s: 

Firat 3,000 cu.!t., per 
100 cu.!t ••••••••••••••••• .04 .07 .100 

Next 7,000 c:I.l.!t .. , per 
100 cu.ft ••••••••••••••••• .08 .12 .190 

OYer 10 ,000 c:u.!t., per 
100 cu.!t. ~ ••••••••••••••• .06 .09 .141 

(I) 
~e Serviee Cbarg~ i8 a readiness-to-serve charge 
applicable to. all metered .erviee and to vhieh ia 
to be added the IDOnthly charge comput.ed. at the 
Quanti ty ia tee 

. 

(N) 

(N) 



• 

• 

• 

A. 58630 

A. 58631 

RICP~D D. GRAVELLE, Co~~issioner 
LEONARD X. GRIMES, JR., Co~~issioner 

We concur. 

The changes made in these decisions (D. 92~89 and 

D. 92490) simply m~ke the language used in these ma~ters consistent 

with the language we employed in o. 92652, A. 59132, of General 
Telephone Co. The fact that these language changes have been 
made should not be misconstrued by petitioners. The regulatory 
vs. collective bargaining issues presented in these proceedings 
are not significant enough to require a judicial test of the 

applicable law. Given a meaningful challenge to our regulatory 
responsibility, we believe the Commission would be duty bound 

to fulfill its constitutional and statutory obligations to the 
public interest and the consumers of public utility service • 

It is not difficult to visualize a situation in which 
mere disallowance of a utility expense for ratemaking purposes 

would not protect the public or result in the level of service to 
which the utility customer is entitled. If such was the casc, 

we would have no choice but to direct spccific action by the 
utility to correct the problem whether or not such action =ight 
conflict with a collective bargaining agreement. To do less 
would be an,~bdication·of our responsibility to labor and manage­

ment negotiator~1 each of whom owe allegiance to a very limited 
constituency which" docs not encompass the ratepayer or the over­

all public interest. 

We can state categorically at this time that should such 
a situation arise we would not shirk f~oru ma~ing the difficult 
decision and letting the courts decide the issue • 

San Francisco. California 
March 25. 1981 
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Decision No. _.;..92_4.;.;8;;.,;;9;..... __ Deee~er 2, 1980 

BEFORE !HE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of PACIFIC GAS AND ELEC!R1C ) 
COMPANY for authority, among other ) 
things, to increase its rates and ) 
charges for water service provided by ) 
the Jackson Water System. ) 

(Water) S 

Application No. 58630 
(Filed January 25, 1979) 

Malcolm H. Furbush, Robert Ohlbach, and. 
Joseph s. Englert, Jr., Attorneys at 
Law, for Pacific Gas and Electric 
Company, a.pplicant 

Jeanne M. Baub~> Attorney at Law, for 
cal~£orn~a ~arm Bureau Federation; 
Marsh, Mastagni & Marsh, by Maureen C. 
Whelan, Attorney at Law, for International 
Brotherhood of Electrical Workers, Local 
Union 1245; and Michael H. Chisholm, 
Attorney at Law,-for the City ot Sutter 
Creek, interested parties. 

Grant E. Tanner, Attorney at Law, and 
Arthur MangOld, for the Commission staff . 

-1-



• A.S8630 JU:J/ee * 

• 

• 

• 

I N D E X --- ..... _-
Subject 

Opinion ••••••••••••••••••••••••••••••••••••••••••••••• 
Summary of Decision ••••••••••••.•••••••••••••••••••••• 
Description of System ••••••••••••••••••••••••••••••••• 
Ma~erial Issues •.••••••••••••••••••••••••••••••••••••• 
Present and Proposed Rates 
Position of the Commission 

.•....•...•.........••..•... 
Seaff •••••••••••••••••••••• 

Position of the City of Sutter Creek •.•••••••••••••••• 
Position of Jackson System Customers •••••••••••••••••• 
Position of International Brotherhood of 

Electrical Workers •••••••••••••••••••••••••••••••••• 
D• • ~scuss~on •••••••••••••••••••••••••••••••••••••••••••• 

A. 
B. 
C. 
D. 
~ _. 
F. 
G. 

Metering ••..••..•••.•••••••••••••••••••••••••••• 
Matters Relating to lone •••••••••••••••••••••••• 
!he Knight Foundry •••••••••••••••••••••••••••• ~. 
Employee Discounts •••••••••••••••••••••••••••••• 
Union Wage Rates and Working Practices •••••••••• 
Water Consumption and Operating Revenues •••••••• 
Operating Expenses •••••••••••••••••••••••••••••• 
1. Opera~ion and Maintenance Expenses •••••••••• 

(a) Purchased Power •••••••••••••••••••••••• 
(b) Purchased Chemicals •..••.•.•••••••••••• 
(c) Payroll •••••••••••••••••••••••••••••••• 
(d) Other Expenses and Uncollec~ibles •••••• 

2. A&G Expenses (Direct) •••••••••••••.••••••••• 
3. General Office Prorated Expenses •••••••••••• 
4. Taxes Other ~han Income .•••••••••••••••••••• 

Page No. 

2 
2 
2 

3 
3 
9 

lO 
10 

II 

11 
12 

19 
20 
20 
25 
28a 

30 

30 
30 

30 
30 
35 
36 

36 
38 

H. Utilicy Plant ••••••••••••••••••••••••••••••••••• 40 
I. Depreciation Expense and Reserve •••••••••••••••• 40 
J. Rate Base ••••••••••••••••••••••••••••••••••••••• 4l 
K. Rate of Return .••••••••••••••••••••••••••••••.•• 42 

i 



w' 

. 

• 

• 

• 

A.S8630 ~/ec 

Subject: 
Rate Design 
Step Rates 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . L. 

M. 
N. 
o. 

Fire Protection 
Service Matters 

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

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
P. Special Conditions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

. . . . . . . . . . -. . . . . . . . . . . . . . . . . . . . . . . . . . Findings of Fact 
Conclusions of Law ....•...••..•.....•..........••.... 

..•...•..•••..........•...........•••........••. Order 
Appendix 

ii 

Page No. 
4S 
47 
49 

SO 
50 
SO 
55 
56 



. 

• 

• 

• 

A.58630 ALJ/ec * 

OPINION -- ................. -
Summary of Decision 

This decision grants Pacific Gas and Electric Company 
(PG&E) the first increase in water rates since 1952 for its Jackson 
Water System (Jackson System). It authorizes an increase· in rates 
to yield additional revenues of $547 ,600, a return on rate base 
of 9 percent, and a return of 11.49 percent on common equity. The 
increase is authorized to be implemented in three steps. The 
decision also finds that it would not be reasonable at this time 
to order metering of domestic flat rate service in Amador City, 
Sutter Creek, and Sutter Hill. 

This is an application by PG&E seeking an increase in 

rates and charges for its Ja.ckson System. Because of interrelated 
subject matter the application was consolidated for hearing with 
the following other PG&E applications for increases in water rates: 
A.58628 (Western Canal Water System), A.58629 (Willits Water System), 
A.58632 (Placer Water System), A. 58631 (Tuolumne Water System) and 
A.58633 (Angels Water System). Separate decisions will be issued 
on each application. 

A duly noticed public hearing was held in this matter 
before Administrative Law Judge (ALJ) Donald B. Jarvis in 

Sutter Creek on August 21, 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. The proceeding was submitted subject 
to the filing of briefs which were received by November 20, 1979. 
Description of System 

PG&E's Jackson System consists of a series of canals and 
reservoirs and three treated water distribution systems serving 
rural areas adjacent to the canals and the communities of Sutter Creek, 
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Sutter Hill, Amador City, and Ione, all located in Amador County. 
In 1978 the system served 1,796 customers with water diverted from 
the North Fork of the Mokelumne River, through the PG&E's North 
Fork Hydroelectric Project, which is under license by the Federal 
Energy Regulatory Commission.. Water supplied to customers from 
the canals is untreated. Treated water is supplied from the town 
distribution systems in Sutter Creek, Sutter Hill, Amador City, and 
lone. 
Ma1:erial Issues 

The material issues presented in this proceeding are: 
(1) Is PG&E entitled to an increase in rates? (2) If PG&E is 
entitled to a rate increase, what 1S the appropriate amount? 
(3) Should any increase be implemented in one step or several? 
(4) What is the appropriate rate design for any increase which may 
be granted? (5) Should the Commission disallow for ratemaking 
purposes the discount which PG&E provides its employees? 
(6) Should the Commission in determining expenses use the wages 
paid by PG&E under the statewide collective bargaining agreement 
which it has with the International Brotherhood of Electrical 
Workers? (7) Should the order provide for the installation of 
meters in the Jackson System? (8) What is the appropriate rate 
treatment for the water which powers the water wheel at the Knight 
Foundry? 
Present and Pro"Oosed Rates 

!he present general rates of the Jackson System were 
authorized by Decision No. 46990 dated April 14, 1952 in Application 
No. 32722. The rates became effective on September 1, 1952. 

The rates currently charged were made 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 Commission's 
Order Insti1:uting Investigation (OIl) No. 19. The primary purpose 
of 011 No. 19 was to reduce rates by passing on to customers the 
ad valorem tax savings resulting from the addition of Article XIII-A 
to the Constitution of the State of California (Jarvis-Gann 
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Initiative, Proposition 13). The mechanism employed is an 
addition of a Tax Change Adjustment Clause (TCAC) to tbe Preliminary 
Statement for BG&E Tariff Schedules applicable to water service in 
the Jackson System. The TCAC specifies that the rates given on the 
tariff sheet for each rate schedule are to be reduced by 8.6 percent. 
Jackson System current flat rates and Ditch System rates are as 
follows: 

Domestic Flat Rates 
Treated Wa.ter 

For si.."lgle-!"amily dwellings to incl~d.e garden 
i~gation. ~p to 7,000 s~.!t. 

Six months, ~y through October ••••••••••••••• 
Six months, ~ovember th.~gh April •••••••••••• 

For garden irrigation in excess o! 7,000 sq.!t. 
d.urir.g the mont~ May through. October, 
per lOO ~q.~t • •••••••••••••••••••••••••••••••••• 

For each additional apartment or !amily unit served 
through one se:vice eo~~ection •••••• ~ ••••••••••• 

For small house ~sage without garden. or other 

Per Connection 
Per Mont.h 

.05 

1.50 

water requirements •••••••••••••••••••••••••••••• 2.50 

~tes 

General Flat Rates 
Untreated Water 

For each separate premise, includi."lg garden 
irrigation ~~ to 10,~0 s~.!t. 

Six mont~, xay ~hrQugh October •••••••••••••• 
Six months, November through April ••••••••••• 

For garden irrigation in exces~ o! lO,OOO ~q.!t. 
~r1ng the months May through Oeto~er, 
per 100 ~.!t • ••••••••••••••••••••••••••••••••• 

For swi.'mling pools dur:i.rJg the mont.hs ~y ~hrough 
Octooer ••••••••••••••• _ •••••••••••••••••••••••• 

:Oor premises on which not mol": t.han 1,000 SCi,.!t. .. 
is occupied or irrigated. ........................ . 
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General Met.ered Service 
'!'reatec. Wat~r 

A~licabilitv and ~errito~1 

Thi~ schedul~ i~ a~p1icaole to service o! ~reated w~ter to ~ and all 
C'..:.s-:.omers wit.hin the town ~y~t,em ~hown on the Ione Wat.er Service Area :o1ap and to 
se~ce ot treated water tor all except domestic customers Within the town ~tems 
o! ~~ador City, Sutter Creek, and Sutter Hill, as shown on the service area maps 
o~ said systems ine1~ded in the t~!r sheets. 

Rate: 

Mon~hl1 Quantity Charge: 

First 600 C"ol.!t. or less • •••••••••••••••••••••••• 
~ext 1,400 cu.!'t., 
Xext 3,500 C' ... !t., 
Next. 9,500 COol.!";. • ., 
Over .l5,ooo C".:..!'t,. , 

Mont.hly Minimu:n Charge: 

For S!S-inch meter 
For 3/4-ineh meter 
For l-inch meter 
For 1-1/2-inch meter 
For 2-~~eh meter 
For 3-inch meter 
For 4-inch meter 

per 100 cu.!'t. ..•.....••.•....• 
per 100 C"ol.!t. ....•.••..•..•.•• 
per 100 cu.!t.. .....•.....•....• 
~r 100 cu.!"t. • ....•..•....•..•. 

.•.••..•..•.•.....••......•.••.. 

.•.•..•..•.••••....•••......•..• 

..•.........••..•....•....••.... 

.•.....•...••.......•.....•.•..• 

...••.•.......... _ .••.....•.••.• 

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

$1.$5 
.25 
.20 
.15 
.l2 

1.85 
2.25 
3.50 
6.00 
9·;0 

18.00 
30 .. 00 

~e Monthly Minimum Charge will entitle the customer to the 
~antitj" of water which th.at miru.:num charge will purchase 
at, the quantity rate • 
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PG&E introduced evidence which indicates that at present 
rates it had the following actual and estima~ed rate of return from 
the Jackson System: 

Year 1977 Year 1978· Year 1979 Year 1980 
Recorded Adjusted Estimated Estimated Estimated 

At Present Rates (9.30)% (8.69)% (9.79)% (8.57)% (8.67)% 

(Red Figure) 

PG&E seeks herein authority to raise Jackson System rates 
to generate additional revenues of $740,900, or 598 percent, which 
it contends will allow it to earn a return of 9.84 percent on rate 
base. Because of the magnitude of the proposed increase, PG&E 
proposes to implement it in two steps at a one-year interval as 
follows: 

~me~tic Flat Rate~ 
Trea.t.ed Water 

Ste'O 1 
Rat.e~ Per r~nnection 

For single-!a~y dwellings to include 
g3-~en irrigation u~ to 7,000 s~.!t. 

p~ !-tonth 

Six ~onths, May through October ••••••• Sl3.50 
SiX ~ont.h5, November th.~gh April.... 9.15 

:or gareen irrigat.ion in excess or 7,000 
s~.!"t. during the months :13y through 
October, per lOO s~.!"t. ••••••••••••••••• .l5 

For eaeh additional apartment or family 
unit served t.hrough one ~erviee 
eo~~ection •••••••••••••••••••••••••••••• 4-50 

?or small house ~sage without. garden or 
other water ~~irements •••••••••••••••• 7.50 

-6-
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Ge~eral Irrigation Se~tice 
(:o~erly General Flat Rate~ - untreated ~ater) 

;..- !:-r-t...gation season, 6-month period., 
April l5 to Octooer 15, inelu~ive: 

Service Charge: 
First ~ miner's inch of contract capacity, or 

les~ •••••••••••••••••••••••••••••••••••••••• 
Additional.capacity, per t miner's inch ••••••• 

Charge ~or '!urn on, '!'t:.m o!~,or Reglollation Clwnge: 
:'i~t 6 turn onz, t.:.m orrsyor regulation 

Ste'O 1 

Per" ~:)nth 

s 5.00 
2.50 

change, ••••••••••••••••••••••••••••••••••••• No Charge 
Over 6 turn OllZ, t.:.rn or!s,or regt;la.tion 

ehange~ ••••••••••••••••••••••••••••••••••••• S 7-50. 

~antity ?.atez: 
First 2; ~~erts inch-eay~, per miner'~ 

Pe:- Connection 
Per Mon't.h 

ineh-day ••••••••••••••••••• _................ S 1.70 
Next. 57 miner's inch-deys, per miner's 

inch-day •••••••••••••••••••••••••••••••••••• 
Over eo miner' 3 inch-days, per miner' $ 

ineh-d37 •••••••••••••••••••••••••••••••••••• 

3. :-;onirrigatiol:. sea.sol:., Month period, 
Oct¢oer 16 to Apr.U u., 1nclu~ive: 

Q-..1.:m.ti ty Rate: 
For all water delivered 

~"'Ji:nu:n Charge: 
.•..•.•••..•.•.•.•....• 

Per Miner's 
Ineh-!)::ty 
S l.45 

For each deliver.1 ••••••••••••••••••••••••••••• Sll.OO 
S~cial Conditions 

. 
Per Month 

SlO.oo 
;.00 

!to Charge 

Sl5·oo 
Per Cor.l.~ection 

Per ~nth 

$ 3·50 

;.00 

Per !&er's 
Inch-Day 

S 3.00 

S22·50 

1. The t1tili t7 may require a 4S-hour notice from the e"J.~tomer tor changes in 
the rate ot water delive~J. 

2. TlUs sched.<lle is available only upon application 3nd agreement. i."'l. form 
62-~79l or Letter Agreement on tile With the California Puolic ~tilities Comm1zzion. 
?'or seasonal use customers th1s schedule i3 ev3ilable only on an annual oasis. 

J. It · .... a.ter service under this schedule is in!.enc!.ed. for domestic ?J,rpQ$es, 
the serJice cO~"'l.ection to Utility'S facilities shall not be completed. until the 
~~stomer provides dOe"~~entation that $Uitaole ~rea~~ent facilities r.ave been 
i.ns~al:ed ~ approved by ap~ropriate local gove~~ authorities. 

1.. Service 1!.~der this schedule is not :).vaila.ble to two or more indi "I!d.uals 
~s~1g a co~on service l~~e. (See resale schedule.) 

5. ?~p~~ di~~ly !rom the ditch will not oe al:owed ~er this t3r1tr. 
?~mp~~ or boosting or pressure shall be done trom a $~P, cistern, or storage 
~ceptacle which is se~ed oy the Utili~y's ditch at a uniform and continuous rate 
ot !'!ow. 
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General Metered Service - ~reated ~ater 

A-o-olica'oility 
Applicable to all treated water ~ervice on ~ metered oa3is. 

~erri.torx'" 

'!'he communities or Amador Ci-:.y, lone, Sutter Creek, (incltld.ing vicinity 0: 
Sutt.er Hill) as ,ho-wn on the ~rlice "-%'ea maps or said ,ystems. 

Rat.e -
Service Chllrge: 

FOr 5!S-inCh meter ••••••••••••••••••••••••••• 
:or 3/~ineh meter ••••••••••••••••••••••••••• 
For l-inch meter ••••••••••••••••••••••••••• 
?or l~l/2-ineh meter •••••••••••••••••••• _-_ •• --
For 2-inch meter ••••••••••••.•••••••••••••• 
For )~ineh meter ••••••••••••••••••••••••••• 
For ~inch meter ••••••••••••••••••••••••••• 

Qu,3nti ty ~tes: 
First 300 ~~.!t., per 100 ~~.!t. 
Over 300 eu.!t., per 100 ~.:..!t • 

Mini.'t1U1n Charge: 

The Service Charge. 

......•....•••• 

......•.•...••• 

Ste-o 1 St~ 2 
Per Met.er 
Per Xonth 

S ).1...0 
5.00 
e.5O 

17.00 
27.00 
51.00 
8;.00 

$ 0.24 
0.56 

Per Met.er 
Per Month 

S 7.00 
10·50 
17·50 
35·00 
;6.00 

105.00 
l75.oo 

$. 0.50 
1 .. 21 

The Serlice Charge i, a read1nes~to-serve charge appli~l)le to C 
me~red General Metered Service and to which is to oe added the 
monthly charge computed at the Quantity Rates. 

• The treated water service in Ione is metered. ~his propo,al 
is inte:ld.ed to applj" to that sernce and. it the COmmi3s10ll 
orderz :neter1rlg, other areas ~re,ent1y receiVing t.reated. 
water at !lat rates • 
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Under PG&E's proposal the avera~e monthly bill for the 
average fla~ ra~e, trea~ed wa~er customer-/ would increase fr~ 
$4.10 to $10.84 at Step 1 and $23.02 a~ Step 2. 

PG&E also con~ends that the Commission should order the 
elimination of flat rate service and the installation of meters for 
the Jackson System. PG&E argues that wi~hout metering it will be 

necessary ~o increase treatment plant capacity, which is alleged 
not to be cost-effective. 
Position of the Commission Staff 

!he Commission staff (staff) takes the posi~ion that a 
return on rate base of 9.84 percent is appropriate for the Jackson 
System. I~ produced different estimates than PG&E on revenues and 
expenses. It contends that the additional revenues requested by 
PG&E would produce a return on rate base of 20.22 percent. The 

staff recommends an increase in revenues of $483,600 which according 
to the staff w~ld yield a return on rate base of 9.84 percent and 
amount to a 367.5 percent increase in revenue. 

Some of the reasons for the differing estimates are: 
(1) The staff contends that PG&E employee discounts should not be 

considered for ratemaking purposes. (2) !he staff contends that 
the wages paid by l?G&E pursuant to its union contract under union 
work rules should not be directly applied for ratemaking purposes, 
and (3) !be staff made different adjustments in the amounts used 
for uncollectib1es, interest charges, pensions and benefits 
capitalized, alloca~ions, depreciation, and other expenses. 

The staff takes the posi~ion ~ha~ while it does not disfavor 
me~ering, the Commission should not enter ~he reques~ed order in this 
proceeding. !be s~aff also argues ~ha~ unless metering is ordered, 

1/ Based on consump~ion of 1,500 cu.f~. per mon~h • 
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~he capital expenditures therefor should not be included in the 
~est year rate base. 
Position of the City of Sutter Creek (Sutter Creek) 

Sutter Creek contends that while some increase in rates 
may be justified, the ones proposed by PG&E and the staff are 
excessive. Sutter Creek argues that any increase should be 
implemented over a period of years. Sutter Creek takes the 
position that the alleged need for metering is due to PG&E's failure 
to enlarge its treatment facilities over the years. Finally, Sutter 
Creek contends that the effect of increased, rates and/or metering 
would result in making more water available for the generation of 
hydroelectric power and that it is inequitable to raise water rates 
in order to benefit electric users. 
position of Jackson System Customers 

Sixteen members of the public gave sworn statements at the 
hearing in Sutter Creek. Some witnesses testified that the proposed 
increase would jeopardize the economic existence of Sutter Creek. 
They stated that Sutter Creek was dependent on tourism and that one 
of the attractions of the old Mother Lode town is its lawns and 
gardens. They contended that metering would destroy the character 
of the town because the ensuing rates would make it financially 
impossible to maintain the lawns and gardens. Several witnesses 
indicated that there was no need for metering because the people in 
the area conserved water by 48 percent during the 1977 drought. 
Various witnesses sta~ed that even if metering is not approved, the 
requested rates were too high. One witness said there were many 
elderly persons in Sutter C~eek. 

~o members of the public were from the city of Iene. 
The chairman of the city's ad hoc water committee stated that there 
is a loss of wa~er in the ditch distribution system before it 

-10-
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reaches the treatment plant. He also indicated that he believed 
that a rate increase should be conditioned on improvements to the 
system, including the addition of extra water treatment facilities 
which would enlarge the capacity of the system and permit 

'additional development in lone. The other person from lone was 
a developer of residential housing 2hO has ~ complaint against 
PG&E pending before the Commission.-/ He also testified. about 
the loss of ditch water and the lack of water treatmen~ capacity 
which inhibits further development in lone. He stated that 
some increase in rates was justified but it should be condi­
tioned on improvements to the system in lone. 

Position of International Brotherhood of 
Electrical Workers 

The International Brotherhood of Electrical Workers, 
Loc<ll Union No. ~245 (IBEW) .:lppeared in this proceeding. The IBEW 
contends thot the Commission should not adopt the staff recommenda­
tion to eliminate consideriltion of the employee discounts for 
=ate~king purposes. The IB~~ argues that this recommendation is 
contrary to Co~~ission Decision No. 89653 and a ~rohibited 
interference with the collc~tive bargaining process. It argues 
th~: the recommendation would interfere with the vested benefits of 
=etirees. The IBEW also contends that dis~llowance for ratemaking 
purposes of the wage rates and work practices ,provided for in its 
collective bargaining .:lgreement wi=h PG&E would be cont=ary to 
public policy ~nd not in the best interest of r'G&E's customers. 
Discussion 

As indicated, PG&E has not been authorized to increase 
the rates for its Jackson Syste~ &ince 1952 • 

• ":"~~/-Ca-s-e-N-o-.-l-0-73-3-w-h-i-c-h-w-a-s-c-o-n-s-o-l-i-da-te-d-f-o-r-h-e-a-r-in-g-w-i-t-h-ea-s-e---­
No. 10748. 
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nl1"le theory on which th~ state exercises control 
~ve~ a public ~tility is that the property so used 
~s thereby ded~cated to a public use. !he 
dedic~tion is qualified, however, in that the 
owner retains the right to receive a reasonable 
comp~nsation for u~e of such property and for the 
serv~ce p,er£o~ed ~n the operation and maintenance 
thereof.' (LIon & Hoag v Railroad Commission 
(1920) 183 C 45, 147; Federal Power Commission v 
Hope Natural Gas Co. (1944) 320 Os s;r.) 

The record clearly in4icates that some increase 1s warranted. It 
is necessary to consider the magnitude the~eof. In this consideration 
the Commission will use 1980 as the test year. 

A. Metering 
The question of metering only applies to the treated water 

40mestic flat rate service provided in Amador City, Sutter Creek 
and Sutter Hill.l/ The treated water service in Ione is on a 
me tered system. 

PG&E contends that before it can install meters in the 
treated water, flat rate areas it is necessary for the Commission 
to make appropriate findings pursuant to Section 78l of the pUblic 
Utilities Code. PG&E also ,argues that if metering is authorized, 
the capital costs should be included' in rate base in this proceeding. 

The staff took no position on the question of whether 
meters should be installed. !he staff does contend that unless the 
Commission mandates metering, the fin4ings required by Section 781 
need not be made. !he staff argues that, in its opinion, PG&E has 
the authority to voluntarily embark on a program of installing meters. 
The staff did not include any money for meters in its estimated 
rate base. It 4sserted that if meters are installed, the eapieal 

~/ Commercial t~eated water serviee is presently metered in these 
areas. 
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costs could be included in rate base by an advice letter 
filing.~/ . 

As indicated, Sutter Creek and affected customers 
strongly oppose metering. 

Whether or not Section 781 applies, it is -necessary to 
give some consideration to metering in this proceeding. !he question 
of metering is entwined with the future development and rates of 
the system. Even if no definitive action is taken herein, the 
direction of exploration of future alternatives should be charted. 

Section 781 provides that: 
"781. The commission shall not require any water 
corporation which furnishes water for residential use 
through five or more service connections or which 
serves an average of 2S or more persons per day for 
at least 60 days per year, nor any residential 
cus~omer of such corporation to' install any watermeter 
at any water service connection between the water 
system of the corporation and the customer if on 
January 1, 1979, such service connection was unmetered 
except after a public hearing held within the service 
area of the corporation at Which hearing all of the 
following findings have been made: 

"(a) Metering will be cost effective within the 
service area of the corporation. 

"(0) Metering will result in a significant 
reduction in water consumption within the service 
area of the corporation. 

"(c) '!he eosts of metering will not impose an 
unreasonable financial burden on customers within 
the service area of the corporation unless it is 
found to be necessary to assure continuation of 
an adequate water supply within the service area 
of the corporation." . 

PG&E takes the position that by ena.cting Section 781 "the 
Legislature wanted these findings of fact made regardless of whether 

~/ This procedure would postpone until the next rate case granting 
a re~urn on these capital costs, unless the advice letter also 
sought a ra~e increase. 
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the Commission mandated the metering or the utility as a 
discretionary matter decided on its own volition to meter." (RT 916.) 
There is no merit in this contention. To interpret Section 781 in 
the manner advocated by PG&E, it would be necessary to interpret 
the word I1req,uire" to mean "allow" or "permit". '!his would be 

contrary to the basic rules of statutory construction. 
"We begin with the fundamental rule that a court 

'should ascer:ain the intent of the Legislature so 
as to effectuate the pUt:'~se of the law .. ' (Select 
Base Materials v. Board of E2U3l. (1959) 51 tal,2d 
62;0, 64.::> [33.:> p.2a 672t .. ) () tn deter-.11ining such 
intent '(tJhe court turns first to the words 
themselves for the answer.' Peo le v. Kn~les 
(1950) 35 Cal. 2d 175, 182, (2 P. , cert. den. 
340 U.S. 879 (95 L .. E~.639, 71 S.Ct. 117.) (5) We 
are required to give effect to statutes 'according 
to the usual, ordinary import of the language employed 
in framing them. r (Cita.tions omitted," (Mo~e'I' v 
Workmen's Cemp. Appea.ls 3d. (1973) 10 C 3d 22, 230.) 
The word "require" means "to demand of (anyone) to do 

something". (The Shorter Oxford English Dictionary (1973) p. 1803.) 
It is not in conflict with any other word in Section 781 and needs 
no construing or harmonizing.. The Commission concludes that the 
findings provi~ed for in Section 781 need be made only when it 
mandates ~tering. 

In considering the question of metering, an understanding of 
the composition of the applicable portions of tbe Jackson System is 
appropriate.11 

The water s1.tpplied by the Jackson Wate~ System eomes £rom 
the North Fork Mokelumne River. Water is diverted at Tiger Creek 
Afterbay Dam, transported through the Electra tunnel and discharged 
ineo Lake 'Iabeaud, which are all part of PG&E' s Mokeltmlne River 
Hydroelectric Project FERC 137. !'he Amador Canal, which is the main 
supply conduit for the system, begins at Lake Tabeaud where water is 

~I The description also has relevance to the matters raised by the 
lone customers, hereinafter considered. 
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pumped from the lake by four electric pumps. '!he Amador Canal is 
2~ miles long and consists mostly of open ditch with a rated 
capacity of 30 cu.ft. per second (cfs). At a point of about 
17 miles from Lake Tabeaud., the canal feeds the 52 acre-feet 
New York Reservoir, which .lets as a regulating and standby reserVOir 
for the remainder of the system. The Amador Canal ends at Tanner 
R.eservoir near Sutter Creek, which has a capacity of 12 acre-feet 
and acts as a regulating and raw water supply reservoir for the town 
systems of Sutter Cree~Sutter Hil~and Amador City and the lower 
portion of the Amador City Canal below Amador City Reservoir. 

, The Amador City Canal begins at the end of the Ar1:Ia.dor Canal 
and bypasses Tanner Reservoir. Its total length is 3.8 miles and has 
a rated capacity of 12 cfs. The Amador City Canal is divided into 
two separate reaches. !he upper reach extends from Tanner Reservoir 
to the end of the siphon pipe crossing Sutter Creek, about 1.5 miles • 
This portion of, the canal ·is supplied directly from the Amador Canal 
and, in turn, acts as a source of supply for the lone Canal. The 
lower portion of the Amador City Canal extends from Amador City 
Reservoir, south of the town of Amador City, to the point where it 
crosses Quartz Mountain Road near Drytown. This portion of the canal 
is about 2 miles in length and is supplied by water drawn from the 
Amador City Reservoir, which also serves the Amador City Town System. 

The Ione Ca.nal supplies water for the lone Town System and 
irrigation and industrial users between Sutter Creek and lone. The 
canal is supplied from the bottom of the Amador City Canal siphon 
pipe. A portion of the water taken from the siphon at high pressure 
to supply the Ione Canal is first used by a foundry in Sutter 
Creek to power hydraulic machinery prior to being discharged into 
the lone canal. The upper portion of the Ione Canal is in pipe as 
it passes through the town of Sutter Creek. The canal is 14.6 miles 
long and consists of ditch, pipe, and flume and has a rated capacity 
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of 4 cfs. A 26 AF regulating reservoir is located at the end 
of the open ditcn portion of the canal near Ione. 

The Sutter Creek, Sut~er Rill, and Amador C~ty 5ystems 
receive water treated at Tanner treatment plan~ located at Tanner 
Reservoir. At Tanner treatment plant, Amador canal water receives 
chlorination, coagulation, and pressure filtration treatment and 
pH correction to control corrosion in the distribution system. 
The rated capacity of the treatment plant is 2.9 million gallons 
per day (MGD) (2,000 gpm). From the plant, treated water is 
pumped to a 2 MG storage reservoir adjacent to the plant which 
floats on the distribution system. Water for the distribution 
system in Amador City is piped through a 10-inch pipeline from 
Sutter Creek to a 107,OOO-gallon treated water reservoir near 
Amador City which floats on the town distribution system. 

The lone Treatment Plant is supplied water through a 
pipeline from the Ione Canal Reservoir.. Water from the reservoir 
receives chlorination, coagulation, sedimentation, and rapid-sand 
filt~atioll treatment and pH correction for corrosion control at 
Ione Treatment Plant. '!he lone Treatment Plant has a rated capacity 
of .. 65 M;D (450 gpm). Water from the plant flows by gravity to a 
780,000-gallon treated water reservoir adjacent to the treatment 
plant which floats on the town distribueion syseem. 

PG&E presented evidence which indicates thae the capacity 
of the Tanner Treatment Plant is 2.9 MGD. On one occasion in 1976, 
the amount of water processed ehrough ehe plant was 2,823,800 gallons. 
PG&E argues that in order to meet the demands of the system it is 
necessary to increase treatment plant capacity, increase storage 
capacity, or decrease consumption. 

PG&E introduced an exhibit which indicates that the cost 
of increased treated water storage would be $725,000, the cost of 
expanding the Tanner Treatment Plant would be $282,000, and the 
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' .. 

cost of metering flat rate service would be $229,800. PG&E argues 
that metering is the cost-effective way to meet the situation. It 
is stated that metering is in the best interest of the customers 
because metering will have the least amount of capital expenses to be 
included in the rate base. 

The consulting engineer who testified on behalf of PGSE 
and prepared the cost-effectiveness exhibit estimated that metering 
would produce a 60 percent conservation factor. CRT- 970, 
Exhibit 43-J, Table A 3.) In his opinion the use of water in the 
areas would be 40 percent of what it was before metering. 

The testimony of a PG&E rate engineer explaining the 
metering proposal includes the following: 

"Since a service charge is proposed to be used, a 
uniform quantity rate was aeveloped with the exception 
of the first 300 cubic feet of water per month. Three 
hundred cubic feet of water equals approximately 75 
gallons of water pe:t' day. This amount of water will 
provide for only the basic needs of the normal home, 
it is not intended to include such uses as the automatic 
dishwasher, a ten minute hot shower, watering the yard, 
and washing the car." (Exhibit 20-J, p. 2-9) 
The Commission finds that metering should not be imposed 

at this time for the reasons which follow. The rates authorized 
herein substantially increase the amounts to be paid by Jackson 
System customers due to the long interval since the last rate 
increase. To couple this increase with metering which would, 
through economic forces, cause severe curtailment in the average 
customer's use of water would have a devastating impact on the 
areas in question. Customers would be paying substantially more 
money for much less water. 

The Commission is not unmindful of the long-range water 
supply problems raised in this record. However, there is sufficient 
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time to develop an appropriate solution without precipito~s , 
action herein. The 1976 peak day is the basis for PG&E's concern 
about possible short-term problems. However, the record indicates 
that the customers of the Jackson System had one of the best 
conservation responses in the State during the 1977 drought. The 
Commission is confident that if a short-term problem arises, these 
customers will provide a similar response. 

The long-range solution should not be made solely on a 
cost-analysis basis. An attempt should be made by PG&E to consult 
with the communities involved to determine whether metering, 
additional water treatment facilities, additional storage, or 
combinations thereof will best meet the needs of the system. For 
example, the difference in cost between metering and adding· 
additional treatment facilities is $52,200. Other than cost­
effectiveness there is no analysis of the long-r~nge effects of 
both proposals on the customers and communities involved. 

In looking at long-range solutions, one final point needs 
to be considered. The consulting engineer who testified on behalf 
of PG&E stated that if metering were put into effect, "more hydro­
electric power will be generated obviating the need to generate 
power using fossil fuels." (R! 933.) Sutter Creek contends that 
to the extent that conservation in the Jackson System creates lower 
cost electricity, the customers should share in that benefit.if The 
Commission is of the opinion that this contention deserves explora­
tion in connection with any subsequent metering proposal. 

If the JacKson System customers were an industrial 
enterprise which created additional electrical power through 
cogeneration, they would be entitled to share in the economic 

This contention is entirely different from one raised by parties 
in some of the consolidated proceedin~s that general revenues 
from hydroelectric generation of PG&E s electric department should 
be considered in setting water :ates. 

-18-



• 

• 

• 

A.S8630 ALl lec 

benefits. (Decision No. 91109 in 011 No. 26, entered on December 19, 
1979.) It would seem teat forbearance in using water so that the 
amount conserved c~n be used for the generation of electrical power 
oughe to have some economic incentive for those making the sacrifice. 

In sum, metering will noe be ord.e:ed in this proceeclirJ.g. 
PG&E should address the question of long-term water supply in a 
manner consistent with this decision. 

B. Matters Relating to Ione 
The matters raised by the members of the public from Ione 

relate to a desire to have an increased water supply which will all~ 
further development in that community. Portions of this problem 
are before the Commission in Cases Nos. 10733 and 10748. 

The Ione portiO'C of the system is fed by the Ione canal 
which is primarily an open ditch fr~ Sutter Creek to lone. !he 
water is treated for domestic use in Ione. One of the public 
witnesses testified that there is a 600 to 750 acre-feet per year 
water loss in the ditch. He stated that the loss could be due to 
ditch loss (evaporation, seepage, etc.) or theft. He contended that 
if the ditch were piped, the extra water would be available for use 
in Ione and the extra revenue would help reduce rates_ The witness 
also stated that costs for piping the ditch should be borne by the 
entire system. 

the question of piping the lone Canal cannot be addressed 
in this proceeding. There is simply no evidence in the reco:d 
dealing with the feasibility and costs o'f such a project.I ! Since 
the Jackson System presently yields a negative rate of return, it 
would not be reasonable to delay submission of this proceeding to 
study the question of piping the Ione Canal. This matter must be 

decided on the data relating to the system as it exists. 

7 I There is a statement by counsel for PG&E, which is not evidence, 
- that in 1967 it was estimated that it would cost one million dollars 

to pipe the Canal. (RT 372.) 
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C. The Knight: Foundry 
PG&E d~livers water for nonconsumptive use under pressure 

through an 8-inch main to the Knight Foundry in Sutter Creek. !he 
water powers a water whe,el which operates machine shop equipment, 
e.g.~ saws and lathes. The water is returned to a 12-inch pipe 
which transports the water to the applicant's Ione canal. By 
Decision No. 47861, dated October 28, 1962 in Application No. 33751, 
the Commission authorized PG&E to carry out the terms and conditions 
of "'0 agreement between :E1G&E and the foundry under 'Which the se~ce 
is provided. !he agreement in part provides that FG&E will provide 
a continuous flow of up to 105 cubic feet per minute for which the 
foundry will pay $60 per month. The proposed rate is $240 per month. 
The staff recommended that the rate authorized tn this proceeding 
reflect the cost of providing this service relative to that of other 
town system customers. 

!he water used by the,;oundry is not consumed.~/ The 
untreated water is taken from the Ione Ca~l and returned to it. It 
is not fair or equitable to assess regular charges for the use of 
that water. The ensuing order will provide for a rate based on cost 
of service. 

D. E~~lovee Discounts 
For many years prior to the ~dvene of a collective 

barg~ining ~gre~ent with IBEW, FeSt gave its employees a 25 percent 
discount for utility servic~ which it furnished. Toe discount 
applied to retired employees. The fi=st collective barg~ining 
agree~ent between PG&E and IBEW provided for ~intaining all 
employee benefies then in existence. The present agreement provides 
eb.l t PC&! shall not II (1) .:tbrog.:t te or reduce the scope of any present 
plan or =ule beneficial to employees ... or (2) reduce the wage rate 

!! Drinking water is from the treated water Sutter Creek portion of 
the system on the regular domestic schedule. 

-20-



• 
A.58630 ALJ/ec * 

, 

of ~ny e~?loyee covered hereby, or ch~nse the condition of employ-
ment of any such employee :0 his disadv.:lntage .. 11 (Exhibit 65, § 107 .. 1 .. ) 

In Applications Nos. 55509 ~nd 55510 which were applications 
by PG&E to increase electric a.nd gas rates, various parties urged 
the abolition of the PG&E employee discount. !he staff took the 
pOSition that the discount should be maintained for then current 

retirees and phased out over a 2-to 4-year period. In Decision 
No. 89315 entered on September 6, 1978, a divided Commission 
ordered the phasing out of the employee discount with continuation 
permitted to those persons retired as of a specific date. Various 
petitions for a rehearing ~ere filed.. Thereafter, On November 9. 
1978, a divided CommiSSion, in DeCision No. 89653, moeified Decision 
No. 89315 to provide for retention of the employee discount and 

• denied rehearing. 

~ollows: 

• 

The pertinent portions of Decision No. 89653 are ~s 

"The Cotrunission is of the opinion that elimination 
of e~?loyee discount rates is inappropriate at 
this time since recent £eder~l lcgiSlfyion 
prohibits taxation'of these benefits._ 
Employee discount =~tes ~ppClrently will continue 
to be a tax free fringe benefit, ~nd any 
additional cost that elimination of the discou~t 
rates might create should not be placed on 
PG&E's customers absent a convincing showing 
:b~t such additional cost will not in fact occur 
and th.at the discount rates are .l disincentive 
to energy conservation. 

"1/ On October 7,' 1978, President carter signed 
H.R. 12841, which prohibits the issuance of 
regulations that would include employee 
fringe benefits in gross income." (Slip 
Decision p.l.) 
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"IT IS FUR'IHER ORDERED that Ordering Par.sgraphs 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. 89315. 

"IT IS FUR'I'HER ORDERED that the following findings and 
conclusions are inserted in Decision No. 89315 as follows: 

"On page 14a, Finding la: 
'la. CVR is an effe~tive ~onservation measure 
and in view of PG&E's demonstrated reluctance 
to implement CVR, it is reasonable to require 
PG&E to revise its tariffs so that the maximum. 
energy savings of eva will be achieved.' 

"On page 25 ~ Findings 2, 5 and 6: 
'2. PG&E I S employee discount 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 tne issuance 
of regulations that would include employee 
fringe benefits in gross income. 

'6. Eliminating employee discount rates 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 emplor,ee discount 
rates should be discontinued." (Slip 
Decision p. 2.) 

In tbis proceeding the staff does not directly attack 
the employee discount. It argues that the discount should not be 

allowed for ratemaking purposes herein. The rationale for the 
staff's ?osition is that not all employees who receive the discount 
are used or useful in the water utility operation and that including 
the equivalent number of full-time employees actually engaged in 

water operations would have a negligible effect on revenue estimates • 
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IBEW contends that the discounts are part of the eollective 
bargaining agreement with PG&E and refusal to consider them for 
ratemaking purposes is an impermissible intrusion into the collective 
bargaining process which is preempted under federal law.!/ IB~ 
argues that the staff positiO'C. 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: 

T~egotiation of terms and conditions of labor 
should result from voluntary agreement between 
employer and employees. Governmental authority 
has permitted and encouraged e~ployers to 
organize in the corporate and other forms of 
capital control. . . Therefore it is necessary 
that the individual workman have full freedom 
of association, self-organization, and designa­
tion of representatives of his own choosing, 
to negotiate the terms and conditions of his 
employment." . 

Finally, IBEW contends that the Commission sho~ld follow that holding 
in Decision No. 89653. It asserts that if the discounts are 
eliminated, greater revenues for PG&E will be required to pay for 
the substitute, taxable benefits to which the employees would be 

entitled. 
PG&E argues that employee discounts are part of its 

collective bargaining agreement and should be allowed in this 
proceeding. It contends that if the discounts are disallowed, the 
staff presentation fails to provide for additional revenue necessary 
to compensate for the disallowed benefit or the source of such 
'revenue. 

PG&E grants its employees and retired employees 2S percent 
discount for every service it provides to residents of the area in 

if PG&E is engaged in interstate commerce and is an employer wit~ 
the meaning of the National Labor Relations Act, 29 USC § 151, 
et seq. 
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which ~he employee resiaes. If water, gas, and electric service 
are provided to residents in the area in which the employee resides, 
he or she will receive discounts on each of these services. If none 
of the services is provided to residents in the area in which the 
employee reSides, he or she will receive no discounts. 

The following is a summary of the number and classification 
of PG&E ~ployees who receive a water discount in the Jackson System: 

Electric DeE!rtment Jackson Water DeE!rtment Jackson 
Employee Employee 

No. No. 
1 Yes 34 No 
2 No 35 No 
3 Yes 36 No 
4 No 37 No 
5 Yes 38 No 
6 No 39 Yes 7 No 40 Yes 
8 Yes 41 No 
9 Yes 

10 No Gas DeE!rtment JacKson 
11 Yes 

Employee 12 No 
13 No No. 
14 No 42 No lS No 43 No 
16 No 44 No 
17 No 45 No 18 No 
19 No Clerical DeEartment Jackson 20 No Employee 2l Yes 
22 No No. 
23 No 46 No 
24 No 47 No 
2S Yes 48 Yes 
26 No 49 No 
27 No 50 No 28 No 51 No 29 No 52 No 
30 No 53 No 
31 No 54 Yes 
32 Yes 55- No 
33 No 56 No 

57 No 
58· No 

-24-
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In addition twelve retirees or General Construction 
e~ployees in the area receive discounts. 

!he impact on revenues of the staff's proposed reduction 
is as follows: 

Revenue Reduction Due To 
Em~loyee Discount 

Number of 
Employee 

Present Rates Proposed Rates Customers 
Jackson System $200 $2,371 26 

The Commission is of the opinion that the employee 
diseount should be allowed for ratemaking purposes in this 
proceeding. 

E. Union ~ase Rates 4nd Working Practices 

As later considered, the staff in presenting its operating 
and maintenance (Q&MO estimates for the test year made certain 
adjustments to the estimates presented by PG&E. Among the adjustments 
was one for O&M payroll.. There was testimony in the consolidated 
hearing about wage rates and union work practices. . 

In the Jackson System piped, treated water is distributed 
in Sutter Creek, Sutter Hill, Amador City, and lone. In the remainder 
of the syste~ untreated water is supplied from canals (ditch system 
or ditches). A staff assistant engineer testified that his estimate 
for the annual expense of ditch maintenance for all of PG&E's ditch 
systems was $1,000 per mile, which inc3.uded $500 per mile for repairs 
and $500 per mile for cleaning. He based his estimate on four factors: 
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(1) Observation of a ditch-cleaning crew on a field trip. 
(2) Information provided by PG&E that a ditch-cleaning crew 
consisted of eight persons, whom he believed to be casual laborers. 
(3) Information received by telephone from an employment agency 
in Auburn and the Placer County Water Agency which indicated that 
ditch-cleaning labor could be obtained at wages beeween $3.50 and 
$5.50 per hour.lQl (4) In his opinion, an eight-man crew should be 

able to clean an average of 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 IB~ presented testimony differing from that of 
the staff on the question of ditch maintenance expenses • 

An IB~w shop stew~rd who is 3 PG&E subfor~n and was 
for~erly a ditch patrol~n gave the follOWing testimony: Water 
system ditches are narrower than hydro-ones and therefore c~nnot 
be cleaned with the use of mechanical equipoent. Ditch-cleaning 
is not cocparable to chopping weeds at the side of the road. Ditch­
cleaning is bacl<breakil."1S worl, in mud all d~y. The ditch cle3ner 
worl,s in hip boots with a shovel or a hazel hoe. Except for a 
l~':lch bre.:z.k, the wo':k is constant. The: suo:oretMn testified that 
he h~s observed ditc:h-clc~ning workers quit after half a day on 
the job and ~4ny quit ",fter, two or three days because of the 
rigorous nature of the work. ~e testified that in his opinion an 
eight-man crew would clean an average of one-half ~le of ditch per 
day~ He "'lso testified tr~t in ~intaining ditches PG&E. personnel 

101 This'information which was developed in the geographical area 
-- of PG&E's Placer Water System was used for the e~timates in ' 

all the PG&E Ditch Systems. 
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gunite them"cement them, build flumes, remove trees and rocks, 
repair leaks, construct headgates, fix meters and regulator pits, 
and put i~ ne~ 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.ll1 
!be evidence indicates that unde= the Laborer's Union Master 
Agreement,the prevailing rate for the labor in question, including 
overhead, would be $14.10 per hour. However, PG&E. does not 
contract out this work. 

Ditch-cleaning is performed by eight-~n cre~s who are 
employees of PG&E. Under the collective bargainins agreement 
between ?G&E and IBEW all persons performing the same job receive 
the same salaries, whether they are 'permanent employees or casual 
ones. Mnny of tbe persons hired to do ditch-cleaning are casual 
employees who do not become permanent ones.ft1 Sometimes they 
continue on to become employees in the construction department. 
J?G&E pays ditch .. clc.:tne=s $6.·98 per hour under the collective 
bargaining ag=eernent. The foreman and truck driver ~eceive higher 
wages bec.:tuse of their job classific~tions, although the entire 
crew works at cle~ning the ditches. 

The staff producee no evidence which ~ould indie~te that 
the collective bargaining agreement between ?G&Z and ISEW was not 
arrived at fairly or that the wages and working conditions prOvided 
for therein arc unreasonable. (Labor Code § 923.) The basis upon 
which the staff engineer estimated ditch ~intenanee costs is weak. 

!l/ The IBEW contends that its position is similar to that required 

• 
under Section 1771 of the Labor Code for public works projects. 

12/ Six months employment is required to achieve permanent employee 
status. 
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Ee did not use the collec~ive barga~~1ng wage rates. His comparison 
of ditch-cleanL~ with h!ghway weed removal does not stand up under 
the weight of the evidence. His estimate, based upon obser/ations 
on a field tri~, ot how much d!tch-clean1ng an eight-man crew would 
average, is not as persuasive as the test~mony of those who have 
actually done the work and described what it entails. 

The wages paid PG&E e~ployees. and the union work rules are 
part of the collective bargainL~ agreement heretofore discussed. 
As indicated, the collective bargaL~L~ agreement is consonant with 
~ederal and state policy. Assuming the Commission has juriSdiction 
to ciisregard the agreement for ratemaking purposes, a strong showing 
of unreasonableness should be required before ~t does so. The starr 
~ade no such showing in this proceeding. 

As has been cent!onec, no evidence was prOduced which would 
L~d!cate that the collective bargainL~ agreer.ent between PG&E and 
!s~w was not arrived at fairly or that wages ~~d working conditions 
provided therein are unreasonable. The United States Supreme Court 
has repeatedly hela that the principle of voluntary uncoerced a.gree­
~ent is the cornerstone of federal labor law; and that California and 
this Co=mission have always recognized the foregoL~g pr~nciple as 
evidencee oy the !ollow~~: 

"Again, there is great public interest in the relations 
between labor and management, tor wages invariably affect 
rates, and disputes over them or other r.~tters are bound 
to affect services. AccordL~gly, there has o~en consider­
able state ~~d federal legislation to diminish econo~1c 
warfare between labor and management. In the absence of 
statutory authorization, however, it would hardly be 
contended that the co~~iss1on has power to ~ormulate the 
labor policies of utilities, to fix wages or to arbitrate 
labor d.isputes. H (?aci!1c Tele~b.one & Tele ra'Oh Co. v 
Public utilities Co~ss on ) j~ a GO o~~ a~ 0,9) • 

However, prod~ctivity, ~~ion work rules ~~d numoers of employees were 
all issues L~ this proceeding. 
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We have no desire to place our finger on either end of the 
delicate balance in labor-management negotiations. However, we have 
a fundamental responsibility, under Public Utilities Code Sections 701, 

.; 

728, and 761, to ensure that ratepayers receive adequate service at 
just and reasonable rates. Accordingly, we hereby put PG&E'on notiee 
that it must i~prove its productivity and efficiency. Ibe Commission 
will not view as sacrosanct in its ratemaking process every element 
of a collective bargaining agreement when such affects rates and 
service to the detriment of ratepayers, who, we note, are not, 
represented at the collective bargaining table 3nd have only this 
Commission to protect them. !he Commission will not shy a~ay from 
examining the deleterious effect on service and rates of inefficient 
~tility management. We reserve the right to order such changes - or 
disallow such costs - as we find necessary. 

• F. Water Consumption and O?erat~ Revenues 
?G&E ~~d the staff L~troduced evidence of different 

esti~ates of water cons~~ption and operatL~ revenues for the test 
yea:. The differences are summar1zed as follows: 

~ater consumption and operating Revenues 

Item Star! Ut11itX -
'I'otal Operating Revenue - 1980 

?rese!"' .. t Ra.tes $13:.,6Qo ' '$123,800 

Proposed :Rates 955,200 864,100 

(Red Figure) 

• 
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The staff agreed with the PG&E estimate of customers, 
except for portions of the residential flat rate category. The 

staff's estimate for this category is based on recorded data for 
1978. PG&E' s figures are based on an estimated growth rate. The 
staff estimate which is based on recorded daea is more reasonable 
than that of PG&E and should be adopted. 

PG&E included in its estimate an arbitr~ry 10 percent 
decre~se in consamption for residual conservation reSUlting from 
the 1976-77 drought. !he st~ff did not m4ke such an adjustment. 
The staff made independent estimates of consumption utilizing a 
~u1tip1e regression ~nalysis for normalization with the independent 
variables being time, temperature, and precipitation. This differed 
from PG&E's approach which for most subclasses of service was a 
regression ar.alysis using only time as an independent variable . --
!be record clearly indic~ecs eh~: there is no longer any significant 
rcsidu.:tl conserv3tion from the drought:. !he scaff estim:3.te 0: 
co~~u~ptio~ which is based on more extensive csticates th~n PG&E's 
~:'1d does not include .:1:\ .:J:ilount for ::csidu.:J.l conscr'/3tion is more 

:-casonablc th,:!:'!. ?G&E I s .:lr'.ci ~.;hoI,11d be .lcopted. 

T."le sea ff es :in"..:1 t'e of re'/cn1.!CS for the :es t ye.:lr 4l1so 
differs frott>. tb.:lt of ?G&.E bcc~u~e :he $t.:lff did not exclude che 

3t:'.O\,!r'.: of the cr..ploycc d i:H~ol.t! .. t:. Tt,e Commission boOS found tha:: the 
e~?loyce ciiscou:-.: should be usee in c::;ti~.:tti:'1g revenues in this 
proceeding. There fore, :t,c z::.J:Zf est i=:a te will be modified to 

reflect the discount. 
After considering the entire record the Commission finds 

that a reasonable estimate of revenues fo: the ~est year is $679,000 
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\ G. Operating Expenses 
1. Operation and Maintenance Expenses 

(a) Purchased Power 

',," 

PG&E included its estimate for purchased powe: 
expenses in the category of "town other" expenses. PG&E provided 
data on the sizes, efficiencies, and power consumption of individual 

5 13/ .' motors on of 9 pumps.- !'he staff 'estimeted powel:.,"pu:rehase. expense 
based on the lowest power requirement during the last five years 
which was assumed to indicate peak pump efficiencies. !be require­
ment was multiplied by tae staff's estimate of treated water 
production. The staff estimate is more reasonable than l?G&E' s 
because it is based on the efficient use of pumps and other 
estimates heretofore found to be reasonable) and should be adopted. 

(b) Purchased Chemicals 
Prior to 1978 in the Jackson System chemical costs 

had been mistakenly included in the "other". accounts of the town system: 
1978 chemical costs were properly separated out. Since PG&E was not 
able to separate out these pre-1978 chemical costs, tae staff was not 
able to make any purchased chemicals estimates. 'Xo keep the data 

consistent, the staff added the 1978 recorded chemical costs into 
the "town other" expenses. 'I'herefore, both staff and applicant have 
no estimates for 1980 purchased chemicals. Chemical costs will be 
included in "town other" estimates. 

(c) Payroll 

The staff agrees with PG&E's es:imate of payroll 
for customer accounts and this will not be discussed. 

Case No. 10114 relates to water conservation and is still pending 
before the Commission. In Decision No. 88466, the second 
interim decision in that ease, the Commission required in Ordering 
Paragraph 4 that: I~eports on pump efficiencies and pump overhaul 
status shall be presen:ed as evidence dw:ing rate proceedings. n 

l?G0cE is a respondent: in case No. 101l4. 
-30-
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. !here is a considerable difference between the 
PG&E and staff estimates for the remaining payroll expenses. 

PG&E is primarily a gas and electric utility. 
Its accounting procedures and computer data programs are not set up 
in the format usually utiliz~d by water utilities. PG&E's payroll 
estimates are based on amounts actually allocated to the Jackson 
System in its accounting system and projected for the test year. 
Ibese allocations are derived in the following manner: Tbe salaries 
of employees who work full-time for the Jackson System are credi~ed. 
to payroll. As indicated, some PG&E personnel work for various 
departments. In these instances the person's field supervisor 
determines the percent3ge of time worked in each department. The 
dollar value of the percentage is placed in the payroll item for 
the appropriate department. The percentage allocations made by 
the field supervisor are not audited. 

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

provided.lil 

w~en the staff became dissatisfied with PG&E's 
responses to the data reques~s it developed i~s own methodology 
for estima~ing payroll expense. A staff witness made a compara­
tive analysis of customer expenses for 34 California water sys~ems. 
The staff exhibit contains a graph which shows that the O~~ payroll 
cost per customer in the 34 systems selected for comparison ranges 

• 
'Jd+l PG&E contends that ~o have provided the information would have 

re~uired visual search of records where over 15,000 entries a 
day are made, which, it asserts, is unreasonable. 

~:t -..,.,.-
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from $18 to $52. PG&E's estimate~ cost per customer exceeds this 
range in each of its domestic systems. In the ease of the Jae~on 
system, according to the staff it is $130 per-euStomer for the 
domestic system and $2, 727 .. per mile of ditch. The witness, based 
on his investigation, recommended that an amount of $52. per customer 
for O&M payroll would be reasonable for the domestic customers and 
$1,000 per mile of ditch. The staff used these amounts in its 
estimate. 

In rebuttal, PG&E introduced an exhibit which 
purports to show that the O&M payroll estimate is a lesser amount 
per customer than stated by the staff. Under PG&E's figures the 
amount of 0&.'1 payroll per customer, before subtractions, is $98.03 .. 
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. ?G&E also contends t~t its labor costs, 
which are based on the collective bargaining contract, are higher 
than those of nonunion utilities and this increment should be 
subtracted in tbe comparison. With these adjustments, PG&Z contends 

that its payroll O&M for the Jackson System is $41~85: 
The CommiSS'ion is of the opinion and finds that 

the methodology used by PG&E to determine payroll O&M is generally 
more reasonable than that used by the staff with a 20 percent 
adjustment for the domestic system and a 30 percent ~djustment for 
the ditch system. 

?G&E is entitled to have included as expenses 
for ratemaking purposes the amount it will reasonably spend for 
O&M payroll curing the test year. As the applicant, it has 
the burden of p~oof to present ~vidence on this issue.. {Evidence 
Code 5S 500, 550; Shivellv Surd (1954) 129 CA 2d 320, 324: 
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Ellenberger v City of Oakland (1943) 59 CA 2d 337.) However, it is 
for the Commission to make the determination as to what are reasonable 
O&M payroll expenses~ (Federal Power Commission v Rope Natural Gas 
~, supra; City of Visalia (1969) 69 CPUC 311, l19.) The record 
clearly indicates that PG&E has produced evidence upon which 
findings can be made. 

PG&E based its estimates for O&M payroll on 
recorded data of payroll allocated by its accounting procedures 
to the Jackson.'System in past years. The use of recorded data as 
the basis for test year estimates is time-honored and appropriate. 
Tbe difficulty with PG&E's figures is that the underlying data was 
not provided upon which examination into the following areas of 
inquiry could be made: (1) Whether PG&E's field supervisors made 
proper time allocations for the percentage of z~larie~ ch~rgeo to the 
Jackson S)"stem,' .and m- whether l?G&E .... used its Pe.rs~t'Ule.f. ';t0st _~ffi­

ciently in operating the Jackson System. 
!he staff methodology for esti~ting O&M payroll 

is flawed. As indicateQ, PG&E is entitled to reasonable expenses 
for operating and maintaining its Jackson System, regardless of 
wha.t reasonable expenses may C!xis'C in other systems. The staff 
methodology of deriving a per~customer eose for O&M payroll for 
other syseems is only a device for testing reasonableness. 

The staff witness initially selected comparisons 
which differed materially from the PG&E water systems. Some of 
the examples were from large water systems with over 5,000 customers. 
Thereafter, he added 11 additional examples, which were more 
comparable to the PG&E water systems, eo his reports, but he did 
not redo his original estimates. Pertinent testimony of ehe staff 
witness is as follows: 
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"TdE WI~"ESS: My first rough estimate did not include 
systems, for want of a better term, that are PG&Z-like. 

ITI cic not think that that was fair to PG&E. 
"So, I included half a dozen, possibly more systems, 
that were as close as I could come to duplicating 
PG&E's water treatment system. 

rlQ Now, when you a.dded 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 numbers based upon 
any additional data? 

"A No. 
"AW JAAVIS: Excuse me. 
"If the original systems were not PG&E-like, which I 
would assume would not be comparable, why did you 
keep them in? 

"'IRE WITNESS: I wanted a wide: variety • 
"1 wantec to examine all different kinds of water 

systeQS." (Rl' 690-91.) 
Some of the systems used in the staff comparison had no water 
t=e~tment and the staff witness made no attempt to determine the 
degree of water treatment existing in others. None of the: systems 
~sed in the comparison paid PG&E wage rates. 'Ihe 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 
estimate on ditch-cleaning is flawed. (Pages 30-31, su~ra.) 

Rate comparisons are of little probative value 
unless the factors compareQ are similar. (Delta Warehouse Co. 
(l950) 49 CPUC 702, 70S.) In view of this deficiency in the staff 
methodology, it will not oe adoptee. 

While the Commission will adopt BG&E's methodology, 
adjustments must be made. As indicated, the time allocations of the 
field supervisors have not been audited ane the recorc indicates a 
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possible margin of error in these allocations. It also indicates 
labor may not always be effectively ~tilized in the ~ackson System. 
The Commission finds that the magnit~de of these deficiencies 
does not exceed 20 percent for the domestic system and PG&E's 
payroll estimate will be reduced by that amount. An 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 Jaeks~n 
System. The margin of error in these allocations is tbus increased. 
The Commission finds that the magnitude of deficiency does not 
exceed 30 percent for the ditch system ~nd PG&E's payroll estimate 
will be reduced by that amount. 

(d) Other Expenses and Uncollectibles 
PG&E included p~rchased power in its estimates 

~nder the item of "tow. other". !he staff :lade .a, separate estimate 
which was previo~sly adopted. Since the rG&E ditch expenses as 
'Clodified have been adopted, the l?G0rE "ditch other" expenses will also be 

adopted. !he other difference occurs in the estimate for 
uncollectibles. rG&E and the staff used 0.001534 as the rate for 
uncollectibles. The difference in the amount results from the 
staff's 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&M expenses are as follows: 
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PG&E Jackson Water. System 
Operation & Maintenance Expenses 

Test: Year 1980 

Item Staff Utility Adopted 
(Thousands ot Dollars) 

A~ Present Rates 
Purchased Power $ 19.1 $ 0.0 $ 19.1 
Purchased Chemicals 0.0. 0.0 . 0 .• 0 
Tow Payroll 82.7 176.9 141 .. 5 
Ditch Payroll 52.Z 107.3 .75.1 
Town Other 69 .. 8 99.6 69.8 
Ditch Other 24.3 25.3 24.3-
Uncollecti'bles 0.2 0.2 . Q.2 

Total O&.~ E~penses 248.3 409.3 330.0 
At ProEosed Rates' 
Uncol1ectibles 1.5 1.3 1.5 

Total O&M Expen~es 249.6 410.4 33l.Z-

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

estimated direct Administrative and General (A&G) Expenses. The 
estimate is reasonable and is as follows: 

PG&E Jackson Water Sy'see.1Jl 
Administrative And General Expenses 

Test: Year 1980 

Item 

Regulatory Commission Ex. 
Franchise & Business T~x 

Iotal A&G Expense 

Staff Utility Adopted 
(Thousands of-oollars) 

$0 .. 4 $0.4 $0 .. 4 
1.0 _1.0 1.Q 

$1.4 $t.4 $1.4 

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

esti~tes of indirect A&G expenses. Io determine indirect A&G 
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expenses, it is ?ecessary to determine the total and allocate an 
appropriate amount to the water department. The amount allocated 
to the water department is further allocated to each of the 
districts. These allocations are based. on the "four-factor" ratios .. 
PG&E's allocation to the water department is 0.35 percent, of which 
la.6~ percent is allocated to the Jackson System. The corresponding 
staff ratios are 0.26 percent and 17 .69 percent. '!he Commission 
will adopt the staff's O&~ allocated and the four-factor ratios as 
more reasonable ,because they are more comprehensive. 

However, we do not agree with the figure the staff 
used in determining the total ~mount of ~ expenses to be allocated. 
At the time of these consolidated hearings, the issue of PG&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)11"1 for test year 1980 in the electric department, and 
$59,036,000161 for test year 1980 in the gas department. Therefore, 
we find t~t 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 $161,798,000, we find that the staff's estimates for 
allocated A&G expenses should be increased by 14.57 percent. For 
the Jackson System, tbis results in an allocated A&G expense of 
$69,200. 

(b) For prorated ad Vollorem taxes, the Commission 
finds that the staff's estimates, which arc based on more reeen~ 
and actual cata are reasonable and should be adopted. 

A suornary of the General Office Prorated Expenses 
is as follows: 

• 151 

III 
Page 25 of D.91107, A.58545 and A.SeS46. 

page 46 of D.91107, A.5S545 and A.SSS46. 
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PG&E Jackson Wate~ System 
General Office Prorated Expense 

Test Ye;).r 1980 

.. 

Item St~ff UtilitI Adopted 
(Thousanos O~ Dollars) 

O&M Allocated $ 5.4 $ 5 .•. 7 $.5.4' 
A&G Indirect 65.0-' 119.5 74.5 . 
Ad Valorem 'Iaxes 1.6 "3':9.- 1.6 

'Iotal Prorated Expense /2.0 128.8 81 .. 5 
4. Taxes Other !han Income 

PG&E and the staff presented differing estimates of 
ad valorem and payroll taxes. PG&E used the five yea~s I assessed 
V'al~e from 1972-73 to 1976-77 to develop a compound growth rate of 
6 percent per year. The 6. percent compound growth rate was used 
to project the 19,8-79, 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 $4.475 pe~ $100 assessed market value 
(?ost-Article XIII-A) in its estimates. The ratio of 1978-79' 
assessed market value to beginning-of-year 1978 plant is 0.2268. 
Staff used this ratio, its estimated 1980 beginning-of-year plant, 
and the $4.475 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 mada while PG&E made a 
j,ucg"!1ent estimate of a $5.20 tax rate. PG&E and the staff used 
1980 rates for FICA, FUI and SUI payroll taxes estimates. 

The Commission finds that the staff estimate on ad 
valorem taxes 7 which is based on more recent and actual data, is 
reasonable and should be adopeed. 

'!be 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: 

PG&E Jackson Water System 
Taxes Other Than Income . 

Item 
Ad Valorem Taxes 
Payroll Taxes 

Total 

Test Year 1980 

Staff 
$34,300 

13,300 
47 ~600" 

5. Income Taxes 

Utilit¥ 
$46;900 
25,200 
72. ,100' 

Adopted 
,$34>.300 

17,640 
51,94'0 

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

:FC&E Jackson Water System 
Taxes Based On Income 

Year 1980 Estimated At Present And At Utility Proposed Rates 

Item Staff Utility - Present Pioposec Present ~oposea Adopted 
R.:ltes Rates Rates Rates Rates 

California 
Corporation 
~anch:i.se Ta:': 
Federal Income Tax 

Total Income Tax 

$ (35, 609) $ 38,400 f $ (62 ,800) 

(180 7 400) 163,800 (314,100) 
(216,000) '202,200 (376,900) 

(Red Figure) 

$3>800. 

(4,300) 
(500) 

The income t.:lX estimates are based, in part, on 

$ 5,300 

8;300 
$13,600 

estioated operating revenues and O&M expenses. In view of the 
adjustments heretofore made, the Commission finds the amounts of $5,300 
for California Corporation Franchise Tax'and $8,.300 for ,Federal 
Income Tax to be reasonable • 
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H. Utility Plant 
PG&E and the staff presented different 

Jackson System's utility plant, as fOllows: 
estimates of the 

Item 
Utility Plant 

PG&E Jackson Water System 
Utility Plant 

Test Year 1980 
Staff 

$3,818,400 
Utility 

$4 ,=J.~7-, 000 
Adopted 

$3,832,000 
As with general office prorated expenses, common utiliey 

plant is allocated by the four-factor formula. As was previously 
indicated, the allocation factor is between those estimated by 
staff and PGSE. We will adopt $3,832,000 as reasonable. 

The remaining differences occur because PG&E included the 
cost of meters for the requested metering and covers for the Tanner 
and lone Reservoirs. The staff also gave different treatment to 
jobs under $50,000. The Commission has previously ruled that metering 
will not be ordered in this proceeding. It does not appear that the 
proposed covers for the reservoirs will be constructed during the 
test year. !he Commission finds that the staff estimates in these 
areas are reasonable and should be adopted. 

I. Depreciation Expense and Reserve 
PG&E and the staff presented differing estimates of 

depreciation expense and reserve, as follows: 
PG&E Jackson Water System 

Depreciation Expense and Reserve 
Test Year 1980 

Item Staff Utility Adopted 
Depreciation Expense $51,100 $ 58,600 $ 51,400 
Depreciation Reserve 2,140,900 2,187,700 2,145,500 

!here are some minor differences between PG&E and the staff 
with respect to net salvage percentages. !he Commission finds the 
staff estimates of net salvage percentages to be more reasonable 
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tb~n those of PG&E and th~t they should be adopted. The pr~mary 
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 
estimated plant additions. Having modified the estimate for common 
utility plant, the Commission finds that the staff estimate, 
similarly modified, 
adopted. 

J. Rate Base 

is more reasonable than PG&E's and should be 

PG&E's estimated total weighted average rate base for the 
test ye~r 1980 is $1".964,600 'Ice staff's is $l,638·,600 'I'he 
Commission has considered the differences in discussing utility 
plant. The Commission finds that the staff estimate should be 
adjusted for the aforesai~ modifications for common utility plant .. 
As adjusted, the staff's estimate is reasonable and should be 
adopted. A summary is as follows: 
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I?G&E Jackson W3 eer System 
. Average Dep:eciated Rate Base 

Test Year 1980 

.. 

Item - Staff Utility Adopted 
(Thousanas of Dollars) 

Weighted Avg. Water Plant 
Total Weighted Avg. Plant $3-,818.4 

Working C-lpita1 
Materials & Supplies 
Working Cash Allowance 

Tot~l Working Capital 
Adjustments 

Advances 
Deferred Inv. Tax Credit 

Total Adjustments 
Subtotal Before Deduet. 

Deductions 
Depreciation Reserves 

Avg. Depreciated Rate Base 

K. R.ate of Return . 

8.0 
22.2 
30.2 

3,799.4 

2,140.8 
1,638.6 

(Red Figure) 

$4:·;19·,&.9 

8.0· 
32.0 
40.0 

4,152.3''':'' 

2,187.7 
1,964.6 

$3,832.0 

8.0 
22.2 
30.2 

3,793.0 

2,145~5 
1,647 .. 5. 

The question of Qhat constitutes a reasonable rate of 
return is one to be determined by the Commission. (City of Visalia 
(1969) 69 CPUC 311, 319; PT&T Co. (1954) 53 CPUC 275, 284.) 

"Among the factors which the Commission has enumerated 
in recent decisions on other utilities as influencing 
the raee of return which also might affect the level 
of rates or of a particul~r rate are: investment in 
plant, cost of money, diVidend-price and earnings­
price ratios, territory, growth factor, comparative 
rate levels, diversification of revenues, public' 
relations, management, financial policies, reasonable 
construction requirements, prevailing interest rates 
and other economic conditions, the trend of rate of 
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return, past financing success, future outlook for the 
utility, outstanding securities and those proposed to 
be issued. Additional f~ctors to be considered are 
~dequacy of the service, rate history, customers 
acceptance and usage developed under existing rates, 
value of the service and cost to serve. No one of 
the above factors is solely determinative of what 
may constitute reasonableness of earnings, rates, or 
rate of return." (P!&T Co., supra at p. 309.) 

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

Because of its unitary capital financing, it was permissible 
for PG&E in prese~tin9 its case to utilize the most recent previous 
Commission electric and gas eecision which found a rate of return 
based on PG&E's cost of c:pital for the test year 1978. 

Decision No. 89316 gave e:(tensive cO;'1sideration to return 
on equity, (which is companywide) in determining the rate of return 
for PG&E's gas and electric departments. (Slip decision at pp. 15-18.) 
It authorized PG&E a return on equity of 12.83 percent and a 9.5 
percent return on rate base. (D.89316, Finding No.4.) In the 
circumsta~ces, PG&E cou1d,.in presenting its case herein, utilize 
the findings in Decision No. 8.9316, although the Commission is not 
bound by them in this proceeding in determining, on the merits, the 
~?propriate rate of return. 

The Commission has adopted the sum of $4~,20Q as the 
estimated weighted average additions to the Jackson System plant-in­
service for the test year 1980. The estimated end-of-year plant 
is $3,879,200. !he amount of capital required for the Jackson System 
is s:nall in relation to the remainde= of PG&E's operations. So is 
the amount of existing debt attributable to the Jackson System which 
neecs to be serviced. !he Cocmission deems =cturn on equity, as 
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dis~inguished =r~ servicing d~b~, as an importan~ consideration in 
setting the Jackson System's rate of ' return. In this connection; 
~he Commission notes tha~ it has previously held that water 
utilities are a less risky investment than indus~rial companies 
and are not necessarily comparable to gas and electric utilities. 
(Citizens Utili~ies Co. of Cal. (1972) 73 croc 81, 90; I..arkfield 
Water Co. (1972) 73 CPUC 258, 268-69; Washing~on Water & Light Co. 
(1972) 73 CPUC 284, 295-96.) The Comcission, having weighed all 
the faetors, finds that a ra~e of return on rate base of 9 percent 
is reasonable for the Jaekson System. 

In reaching the determination of a reasonable rate of 
return the Commission has kept the following in mind: 

I~e have in the ~st stressed the significanee 
of the rate of return based on rate base. 
A closer analysis indieates t~t this figure 
is basieally derived from the cost of capital 
required by the utility. Since the cos~ of 
debt and preferred stoek is fL~ed and non­
judgmental, the cost of equity eapital (the 
return on equity) is the determination we are 
required to make whieh requires the most sub­
jective and judg~ental evaluation. From this, 
we arithmetically'determine the rate of return 
on rate base. Ihus"it is elear that the 
return on equity is the major determinant of 
the just and reasonable rates we are required 
to produee." (:rG&E Interim R",te Increase (1977) 
83 CPUC 293 at !98.5 
As indieated, PG&E and the staff based their presentations 

eoncerning return on common equity on Deeision No. 89316 which 
authorized PG&E a 12.83 percent return on equity. Having analyzed 
~he evidenee the Commission finds that a return on equity of 
ll.49 pereent is reasonable for the Jackson System for the following 
reasons: 
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1. The amount ~f existing debt and equity capital 
a ttributab le to the Jaekson System. "as compare'a 
to ?G&E's overall capital requirements is small. 

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

3. The long perio~ between r~quested rate increases 
for the Jackson 'System an~'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 from the Jackson System's 
operations as froc its gas and electric operations. 

The following capital structure and cost of debt underl:ie, 
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 
.1ackson System. Tbe·-above capital and related'debt cost and the 
adopted return on equity produce a rate of return of 9.0 percent • 

PG&E Jackson Water System 
Total Company C~pital Ratios ana Costs 

(1977) 

C-lpit.:ll 
Com'Ooncnts 

Long-Term Debt 
Preferred Stock 
Common Equity 

Total 
L. Rate Design 

Capital 
R..ltios 
47.26% 
13.66 
39.08 

100.00'7-

Cost 
Factors 

7.367. 
7.54 

11.49 

Weighted 
Cost:. 
3.481-
1.03 
4.49 
9.00 

!he staff proposed changes in rate design for all of 
PG&E's domestic water systems, including the Jackson System. Under 
the staff proposal revenues as determined by the Commission would 
be spread among rate schedules on the basis of cost of service; the 
rate of return on rate base for eaeh schedule would be kept:. 
constant and the Commission policy of subsidizing the revenue 
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requirements for Public Fire Protection Schedule F-lwould be 
continued.1:1..! 

PG&E did not oppose the staff proposal. It expressed 
concern that st~ict adherence to cost of service criteria could 
lead to aberrations in town and ditch systems where a ditch 
customer could pay more for untreated w~ter than a town customer 
would pay for treated water. 

The staff proposal would change PG&E's present minimum­
charge type of schedu~e to a service charge-quantity charge one.l&/ 
The Commission is of the opinion that this change is desirable. 
It promotes conservation. In addition, a minimum charge schedule 
whicb 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 ~or payment 
based on use. 

In PG&E Decision No. 84902 (1975) 78 CPUC 63S, 726-727, 
and 737, several ratemaking f~ctors are listed for consideration 
when designing a particul~~ rate spread and/or rate structure. !he 
Commission stated that: 

17./ -
J:!/ 

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

Production of the revenue requirement. 
Simplicity ~nd ease of understanding. 
Stability of revenue. 
F~ir apportionment of cost of se~vice. 
Discouragement of w~steful use. 
Encouragement of efficient operation of system. 

!he q~estion of fire p=otection costs is separately considered 
l~ter in this opinion. 
PG&E1s proposed new t~riffs provide for zerviee eha~ge-~uantity 
cbarge schedules con5is~ins of a two-block rate structure (0-300 
cu.ft. ana over 300 cu.ft.) with inverted r~tes. 
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"In the ,attempt: to design rates possessing these 
attributes, various factors are usually considered. 
Tbese are: 

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

will bear. ' 
Adequacy of service. 
Customer acceptance." 

The Commission also stated at page 737: 
IIEarlier we listed the generally accepted attributes 
of a good rate structure. These criteria are 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 t3.s1{ for this Commission, the 
utilities, and the public is conservation." 
The C~~ssion finds that the rate design proposed by 

tbe staff is reasonable and should be adopted. !1~e Commission 
does not necessarily accept the entire rationale urged by the 
staff in presenting the rate design. this rate design will not 
result in ditch customers paying higher rates than town ones. 

M. Step R.ates 
PG&E seeks authority, to put the requested rate increases 

into effect in two annual steps. The staff proposed that for all 
of ?GOE's domestic water 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 proposal the 
steps would range, depending on the system, from two to six years. 
In the case of the Jackson System the staff proposal would result in 
a period of six years before the rates authorized herein would become 
completely effective. The proposed step rates do not include a 
factor for attrition . 
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Step i~creases are warranted in this proceeding because 
of the magnitude of the increases authorized, which is due primarily 
to the inaction of PG&E. It waited twenty-six years from its 
last increase in rates to file this application. PG&Edevoted 
its regulatory efforts during these years to pursuing gas and 
electric applications which yielded revenues of a substantially 
larger magnitude for the company. 

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

flApplicant 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 cannot escape a serious shock frot:! their sudden 
doubling. Even conceding that the rates applied 
for are fully justified by present cost~, 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 above the level it now 
seeks, applicant is still not free fram blame io 
the course it ~s' followed. A utility, in return 
for the privileges it enjoys, has ~n oblig~eion to 
serve the p~blic welfa~e. It is c~lpable, if it 
encourages its customers to invest their money anc 
build their economy on the expectation of low water 
rates, adhered to over a period of a full generation, 
and then suddenly de~nds a drastic increase in those 
rates. While this Co~ssion cannot, on the record 
in these proceedings, deny the applic3nt the revenue 
for which it ~s proved its need, we shall, in the 
order that follows, require it to provide some 
cushion to assist its customers to adjust themselves 
to the incre~sed rates which we must authorize. We 
shall do this by specifying that the firAl rates we 
shall approve shall go into effect in three steps 
over a 2-ye~r period. We find such treatment, 
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al~hough unusual, to be fair and reasonable 
under the circumstances disclosed in this 
record." 
!he controversy herein is not whether to have step 

increases, but the number thereof. The staff formula is not 
reasonable because it provides for too long a period of ~ime and 
contemplates pyramiding of granted but unrealized rate increases. 
PG&E's proposed time is too short. Considering the magnitude of 
the increase and all the other factors present in the record the 
Commission finds that the increases authorized herein shall go 
into effect in three annual steps. 

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

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

"(a) No W.1ter corporation subject to the jurisdiction 
and control of the co~~ssion and the provisions of 
Part 1 (commencing with Section 201) of this division 
shall make ~ny charge upon any entity providing 
fire protection service to others for furnishing 
water for such f~re protection purposes or for any 
costs of oper~tion, inst.111ation, ca?ital,m3intenance, 
repair, alteration, or replacement of facilities 
related to furnishing water for such fire protection 
purposes within the service area of such water 
corporation, except pursuant to a ~~ittcn agree~nt 
with such entity providing fire protection services. 
A water corporation shall furnish water for fire 
protection purposes to the extent of its means and as 
a condition of a ccr:ificate of public convenience 
.lnd necessity, in C.lse of fire or other great necessity, 
within the bo~ndaries of the territory served by it 
for ~se within such territory." 

There is no evidence in the record of .lny agreement between PG&E and 
any entity providins fire protection services in the Jackson SysteM. 
In the circu"sta:"lces, the ro tes herein.o.fter authorized will include 
an inc:e~ent for fire p:otection. 
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o. Serviee Ma~~ers 

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

P. S'Oeeial Conditions 
PG&E sought authority in the consolidated proceedings to' 

include in its tariffs, including the one for the Jackson System, 
certain special conditions. The staff ~ook the position tba~ they 
should not be considered in these proceedings. An abortive attempt 
was made between PCOcE and the staff to arrive at a stipUlation 
about the special conditions. (RT 725, Letters of November 6 and 
21, 1979.) There is little or no evidence in the record dealing 
with the proposed speci",l conditions. As a gro.up, they will not 
be considered herein. Unless the Commission has made a specific 
finding relating to a special condition, it expressly does not 
intend to pass upon it in this proceeding. PG&E may file appro­
priate advice letters or appropriate formal proceedings to secure 
an adjudication on the proposed special conditions. 

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

1. The Jackson System will have gross operating revenues of 
$131,400 and a return on rate base of Qinus 7.36 percent at presen~ly 
authorized rates for the test year 1980, which is unreasonably low. 
PG&E is in need of additional revenues from the Jackson.$ystem. 

2. PG&E operates ~ statewide system for the generation of 
electrical power. It also operates six local water systems which 
are not interconnected. The Jackson. System is one of these water 
systems • 
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3. PG&E presently provides treated water domestic flat r~te 
service in ~dor City, Sutter Creek, and Sutter Hill •. :reated 
water service in Ione is on a metered system. 

4. It would not be reasonable to req~ire metering of the 
flat rate service in Amador City, Sutter Creek, and Sutter Hill 
at this time. 

5. There is no evidence in this record dealing with the 
feasibility and costs of piping the Ione Canal. 

6. PG&E delivers water for nonconsumptive use under pressure 
through an 8-inch main to the Knight Foundry in Sutter Creek. '!he 
water powers a water wheel which operates machine shop equipment, e.g., 
saws and lathes. The water is returned to a l2-inch pipe which 
transports the water to the applicant's Ione canal. By Decision 
No. 47861 dated October 28, 1962 in Application No. 33751, the 
Commission authorized PG&E to carry out the terms and conditions 
of an agreement between PG&E and the foundry under w~ch the service 
is provided. The agreement in part provides that PG&E will provide 
a continuous flow of up to 105 cubic feet per minute for which the 
foundry will pay $60 per month. Since the foundry does :'lot consume 
the water, it is reasonable to provide herein for a special rate 
based on cost of service. 

7. For many years prior to the advent of a collective 
bargaining agreement with IBEW, PG&E gave its employees a 25 percent 
discount for utility service which it provided. The discount applied 
to retired employees. The first collective bargaining agreement 
between PG&E and IBEW provided for maintaining all employee benefits 
then in existence. '!he present agreement provides that :EG&E shall 
not "(1) abrogate or reduce the scope of any present plan or rule 
beneficial to employees~.~ or (2) reduce the wage rate of any 
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e~ployee covered hereby, or change the conditions of employment . 
of any such employee to his disadvantage. 1f 

8. In Decision No. 89653 entered on November 9, 1978, the 
Commission found that it was inappropriate to eliminate the ?G&E 
employee discount. Decision No. 89653 and ~elated cecisions found 
that if the PG&E employee discount were eliminated PG&E would be 
required to obtain additional revenues through increased rates to 
compensate its employees for each dollar of discount. It was 
found that $1.79 of revenue would be required for each dollar of 
discount in the light of the tax-free status of the benefit. 

9. '!he impact on revenues of the PG&E employee discount in 
the J~ckson System is slight. 

10. Many?G&E ~mployces, at different times, perform functio~~ 
£0:' i-es various d.epartments (gas, electric, water) st.eam) . 

11. PG&Efs employee discounts are part of a total compensation 
p.ackage which Wo'lS .:1rrivcd ~t through collective bargaining between 

?G&E Do nd IBEW. 
12. Failure ~o include the PG&E employee disco~nts for rate-

~~king purposes would result in a diminution of PG&E's ~uthorized 
rate of return. 

13. It is reason~ble to include the PG&E employee discounts 
for r3tern.lking purposes in this proceeding. 

14. The job 0: chopping weeds at the side of a roadway is not: 
subs:~ntia1ly comparable for O&M payroll ~nalysis purposes to tha~ 
of cle~nin8 n water ditch or canal. 

15. There is no showing in this ?roceeding that the union 
wage rates and work rules embodied in the collective bargaining 
agreement between PG&E ~nd IBEW .:1re unreasonable. 

16. It is re~sonablc :0 include the union w~ges and work 
rules for ratemaking purposes in this proceeding . 
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17. The s~ of $679,000 is a reasonable estimate of the 
total ope=ating revenues for the test year 1980 ~t authorized rates. 

18. The staff estimate of $19,100 for purchased power is 
more reasonable than PG&E's, b~cause i~ is based on ~he efficien~ 
use of pumps and other estimates heretofore found reasonable. 

19. FG&E's methodology in determining O&M payroll which is 
based on recorded data, 'is, with a percent modification, more 
reasonable than the staff's. A reasonable amount for O&M payroll 
for the test year 1980 is $141,500 for the town system and $75,100 
for the ditch system~ 

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

~ 

• At Present R.a tes . 

AGopted 
(!hous.anas ot Dollars) 

• 

for 

Purchased Power 
Purchased Chemicals 
Town Paj.:'oll 
Ditch payroll . 
Town Other 
Ditch Other 
Uncollectibles 

Total O&~ Expe~ses 
At P=ooosed R~tes 

$ 19.1 
0.0 

141.5 
75.1 
69.8 
24.3 

0.2. 
330 .. 0 

Unco1lectibles 1 .. 5 
Tot~l O~~ Expenses 331.3 

21. The sum of $81,500 for gcner~l o::icc prorated expense 
the test vcar 1980 is reasonable. -
22. The sum of $1,400 is ~ reasonable estimate for the total 

direct AU:; expenses for tbc cest year 1980. 
23. The staff estimate of $34,300 on ~d v.llorem taxes is more 

reasonable th~n ~&Els bcc~usc i: is b~seo on more recent and 
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24. The sum of $17,640 for estimated payroll taxes for the 
test year 1980 is reasonable. 

25. !he es~imate of $13,600 for total income taxes for the 
test year 1980 is reasonable. 

26. The sum of $3,832,000 is reasonable for utility plant 
for the test year 1980. 

27. The staff estimates for depreciation expense and for 
depreciation reserve as modified are more reasonable than those of 
?G&E because ~hey are based on more reliable da~a. The following 
are reasonable for the test year 1980: 

Depreciation Expense $51,400 
Depreciation Reserve $2,145,500 

28. The sum of $1,647,500 is a reasonable estimate for average 
depreciated rate base for the test year 1980. 

29. A return on rate base of 9 percent is reasonable for the 
Jackson System. 

30. '!he increases in rates and charges authorized by this 
decision are justified and are reasonable; and the present rates and 
charges, insofar as they differ from those prescribed by this decision, 
are for the future unjust and unreasonable. !be increases are in 
compliance with the Federal Wage and Price Guidelines issued by the 
Council on Wage and Price Stability. 

31. The total amount of the increase in annual revenue 
authorized by this decision is $547,600; the rate of return on rate 
base is 9 percent; the return on common equity is ll.49 percent. 

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

33. It is not reasonable to adjudicate generally the terms 
of the special conditions in PC&E's tariff in this proceeding • 
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34. Because of the inaction of PG&E in seeking rate relief 
for a period of twenty-eight years, it is reasonable to provide that 
the increased rates authorized by this decision should be put into 
effect in t~ee annual steps. 
Conclusions of Law 

1. The findings provided for in Section 78l of the Public 
Utilities Code need be made only when the Commission requires the 
installation of meters_ 

2. !be Commission should not require the installation of 
meters at this time in the domestic treated water flat rate serviee 
areas in Amador City, Sutter Creek, and Sutter Hill. 

S. No order should be made herein with respeet to piping 
the lone Canal. 

4. A speeial rate based on eost of serviee should be 

authorized for the Knight Foundry • 
S. The following results of operations should be adopted 

for the test year 1980 and utilized in establishing the rates 
authorized herein: 
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Item -
O~ratin~ Revenues 
Sales Revenue 

Total Operating Revenues 
Operating Expenses 

Adopted 
(Thousands of Dollars) 

$ 679.0 

Operation & Maintenanee 320.8 
Adminiserative & General 1.4 
General Office Prorated 81.5 

Subtotal 413.7 
Depreciation Expense 51.4 
Taxes Oeber Than Income 51.9 
State Cor~. F:anchise Tax 5.3 
Federal Income Tax 8.3 

Total Operating Expense 530.6 
Net Operating Revenues Adjusted 148'.4 
Rate Base 1,647.5 
Ra te of Return 9.0% 

6. Ihe rates authorized herein should be put into effect in 
three annual steps and be in the format found reasonable in this 
decision .. 

7. PG&E should be authorized to file for the Jackson System 
the revised water rates set forth in Appendix A which are designed 
to yield $547,600 in additional revenues based on the adopted results 
of operations for the test year 1980. 

8. In the light of Public Utilities Code Section 2712, amounts 
chargeable for public fire protection sbould be allocated among otber 
rat:e schedules. 

o R D E R 
---~-

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

Electric Comp4ny (PG&E) is authorized to file for its Jackson Water 
System the :evised rate schedules attached to this order as 
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Appendix. A.. Such fij"ing sball 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 ~he effective date of this 
order, PG&E shall file a revised tariff service area map, appro­
priate general rules, and sample copies of printed fores 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 sha 11 prepare and keep current the. system ma. p 
required by paragraph I.10.a. of General Order No. l03-Series . 
Within ninety days after the effective d~te of this order, PG&E 

shall file with the Commission t"'vVO copies of this map. 
The effective date of this order s~ll be thirty days 

after the date hereof. 
Dated December 2, 1980 ,at San Francisco, ~lifornia. 

JOHN E.. BRYSON 
President 

RICHARD D.. GRAVELLE 
LEONARD M .. GRI!1ES, JR .. 

Commissioners 
Commissioner Vernon L. Sturgeon, being 
necessarily absent, did not participate 
in the disposition of this proceeding. 

Coonissioner Claire T.. Dedrick, being 
necessarily absent, did not participate 
in the disposition of this proceeding • 
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Paci!ic Gas and Electric Comp~ 

Schedule No. J-l 

Jackson Tariff Area 

GENttAI. ME"!ERED SERVICE - TREATED WATER 

Applicable to all treated water service on a metered b&Si~. 

TERRITORY 

"i thin the terri tory .served !rom the Company'.$ J aek$on 'Water Sy.stem. 

RATES 
Per Meter Per Month 

Nov. l" 1981 
Before to Arter 

Nov. 1, 1981 Oct. 31, 1982 Oct. '1, 1982 CN) 
Service Charge: 

For 5/8 x 3/4-ineh meter •••• 
For 3/4-i%l.eh meter ..... 
For l-ineh meter •••• 
For ~ineh meter •••• 
For 2-ineh meter •••• 
For 3-ineh meter •••• 
For 4-ine.b. meter ..... 
For 6-ine.b. meter •••• 
For 8-inc:h meter •••• 

Quantity Re,tes: 

First 300 cu.!t., per 
100 cu.!t ..........•.••... 

For all over 300 cu.!t., per 
100 cu.!t •..•••..•...•••. _ 

$ 2.90 
3·50 
~.65 
5 .. ec 
9 .. 00 

17.50 
27.00 
38 .. 00 
54.00 

$ 4.70 
5.60 
7·50 
9.L!O 

14.00 
28 .. 00 
43.00 
61.00 
87.00 

.48 

.71 

zne Service Charge i~ a read1ne~~to-~erve Charge 
applicable to all metered 5ervice and to vhich i$ 
to be added the monthly charge computed at the 
Quantity Rate • 

$ 6.;0 
7.ec 

lO.L!O 
13·00 
20.00 
39.00 
60.00 
85.00 

l2O.oo 

.67 

.96 

(I) ; 

(I) (N) 
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Pacific G~ and Electric Company 

Schedule No. J-2 

Jackson Tariff Area 

FI.A.T RATE SERVICE - TR.E.\TED WATER -----

~pplicaole to treated water for domestic service on a !lat rate b~i8. 

TERRI1'ORY 

~e communi tie8 of Amador City, Sutter Creek (including Sutter H~ll) t and 
the v:i.eini ty • 

For a single-tami~ residential 
u::i. t, including premise~ 
having the tollowing area,5: 

7,000 $q.ft., or less •••••••••••• 
7.001 to 16,000 sq.ft •••••••••••• 

16,00l to 2;,000 sq.tt •••••••••••• 

For each additional single-family 
residential unit on the same 
prem1.se8 and $erve<i !rom the 
$&me service connection ........... . 

SF....cIAI. CONDITIONS 

Per Serv:i.ce Connection 
Per Month 

Nov. 1. 1981 
Be!ore to- Atter 

Nov. 14-1981 Oct. 21, 1982 Oct. 31, 1982 

$10 .. 10 
12 .. 50 
14.00 

7.00 

$16.60 
19·00 
20.;0 

14.00 21.00 

1. 'l:he above flat rates apply to service connections not larger 
than one inch in diameter. 

2. All ~ervice not covered oy the above cla$8itieation 8hall Oe 
!urniehed only on a metered oasis • 

eI) 

eI) 
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Paci!:i.c GM and Electric Comp8%lY 

Sched~le No. J-9L 

Jackson Tariff Area 

LIMITED INDUSTRIAL SERVICE - UNTRElTED WA.TER 

Applicable only to Knight Found.ry in Sutter Creek. 

In the community of Sutter Creek. 

For each eonnect~on •••••••••••••••• 

Per Se~ee Connection 
Per Month 

Nov. 1, 1981 
Before to- M~r 

Nov. 1, 1981 Oct. 3l, 1982 Oct. 31. 1982 

SlOO $l.75 
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Pad.!ic Gas and Eleetrie Company 

Schedule No. J-ll 

JAekson Tari~! AreA 

GENERAl. METERED SERVICE - UN'l'RE.\TEO WATER 

Applieao1e to untreated wate~ serviee !urniahed !rom the ditch s.1~tem. 

TZaRITORY 

Per Meter Per Month 

Nov. 1, 1981 
Be!ore to A!ter 

Service Charge: 
Nov. 1, 1981 Oct_ 31, 1982 Oct_ 3l, 1982 tN) 

For 5/8 x 3/4-ineb. meter •••• 
For 3/4-ineh meter •••• 
For 1-inch meter •••• 
For ~ineb. meter •••• 
For 2-ineb. meter •••• 
For 3-illeh meter •••• 
For l+-ineh meter •••• 
For 6-ineh meter •••• 
For 8-ineh meter •••• 
For lO-inch meter •••• 
For 12-ineb. meter •••• 

Qu.an ti ty Ra. tes: 

First 3,000 eu.!t., per 
loo cu.!t •••••••••.••••••• 

Next 7,000 eu.i't., per 
100 cu.!t ..•.•..••..••••.•. 

Over 10,000 eu.!t., per 
100 cu.!t. _ ... _._. __ ._ .•.. 

$ 2'·30 
2.80 
3·'?Q 
4.60 
7.00 

14.00 
21.00 
30·00 
43 .. 00 
51.00 
64.00 

.04 

.08 

.06 

s 3.50 
4.25 
5.60 
7.00 

ll.OO 
21.00 
32.00 
46.00 
6S.00 
77.00 
97.00 

.07 

.12 

~e Service Charge is a readiness-to-serve charge 
applicable to all metered $erviee and to which is 
to be added the monthly charge eomp~ted at the 
Quantity Rate. 

S 4.55 
5·50 
7. ?I) 
9·00 

14.00 
Zl.oo 
42.00 
60.00 
84.00 

100.00 
l25·oo 

.10 

.17 

.12 

(I) 

eI) (N) 
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P::a.ci!ic Ga..:; and Electric Company 

Schedl.lJ.e No. J-12 

J~ck~on Tarif! Area 

FUT RATE SERVICE - UNTREATED .,ATER --

Applicable to untreated water !or domestic service on a !lat rate basis. 

TE2RITORY 

The commu:c.itielj of Amador City, Sutter Creek (including Sl:tter Hill), and 
the vicinity. 

lor a single-family residential 
uni t, including premises 
having the !ollowing area:s: 

7,000 s~.!t., or less ••••••••••••• 
7,001 to 16,000 sq.ft ............. . 

16,001 to 25,000 sq.!t ............. . 

For each additional single-!amily 
residential unit on tne 48me 
premises and served from the 
same service connection ............ . 

SPECIAL CONDITIONS 

Per Service Connection 
Per Month 

Nov. 1, 1981 
Before to Atter 

Nov. 1, 1981 Oct. ~1, 1982 Oct. 31, 1982 

S 6 .. 00 
8 .. 00 

10.00 

4.00 

$lO.oo 
12.00 
14.00 

S14.oo 
16.00 
18.00 

10.00 

1. The above !lat rates apply to service connections not larger 
than one inch in dillmeter. 

2. All service not covered by the aoove claslji!ication shall be 
furnished only on a metered basis • 

(I) 

(I) 
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Paei!ic OM and. Electric Comp8JlY 

Schedule No. J:R-l 

Jackson Tari!! Are~ 

Applicable to untreated water !urnished !or reBale tor dome.estic or agricultural 
purpose.es. 

TERRITORY 

~ithi~ the territor.y served !rom the Company's Jaek$on Water System. 

Service Charge: 

For each service connection .......... .. 

Quantitr Rates: 

First 20 miner' oS ineh-d&ys t per 
, , '-"'~ .. " ~ner s ~n~~ ••••••••••• __ •••••• 

Next 80 miner'.es ineh-day.es., per 
, , • ... ..l .. " 
~er & .ne~-~ ••••••••••••••••••• 

Next 900 miner's inch-days., per 
miner's incn-day ••••••••• _ ••••••••• 

Over 1000 miner's ineh-d.ay.es., per 
miner'8 inch-day •••••••••••••••• __ _ 

Mimmum Charge: 

Be!ore 
Nov. 1., 
1~81 

$7.00 

·90 

.80 

.75 

.70 

The Serv1ce Charge, b;u.t not lc" th.:m ~ 
per month (3CC'UlllUlati ve annuall7) }:Jer 
m1nerr~ inch ot contract capacity •••• 6.00* 

• Per Month 

Nov .. 1., 1981 
to 

Oct. ~1~ 1282 
$10.00. 

1 .. 20 

1 .. 10 

1 .. 05 

1.00 

8 .. 20* 

!he Service Charge is a readine.es5-to-serve charge 
applicable to all measured Re~e Service and 
to wl:lich i.es to be added the mo:c.tllly cll.o.rge 
computed at the ~tity Rate5. 

Arter 
Oct. 31., 

1282 
51.2 .. 00 

1.;0 

1.40 

1·30 

(I) 

1.25 (I) 

lO.SO"" (I) 
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Paci!ic Ga.s a:c.d Electric Company 

Schedule No. J'F-Z 

Jackson ~ari!! Area 

PRIVATE FIRE PROTECTION SERVICE -

.. 
: 

APPLICABn.ITY 

• 

• 

Applicable to all wter service furnished 1:or privately owed fire protection 
systems. 

'I'he communitie$ o! .Amador Cl.ty, Sutter Creek (Sutter Hill), and the vidJU.ty. 

For each 4-inch connection •••••••••• 
For each 6-1nch connection •••••••••• 
For each 8-inch co~ection •••••••••• 
For each lO-inch connection •••••••••• 

Per Service Connection 
Per Month 

Nov. 1, 1981 
Be!ore to A!ter 

Nov. 1, 1981 Oct. 31, 1982 Oct. 31, 1982 

$ 7.00 
10.00 
l4.oo 
~~.OO 

$ 9·00 
12~00 
l7.oo 
4l.oo 

$ll.oo 
l4.OO 
21.00 
50.00 

(I) 

1 
(I) 


