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Suspension .and investigution on the

Commi ssion's ovn motion of proposed :

Schedule P-31, Resale Power, filed Case No. 4788
by Pacific Ges and Electric Company.
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In the Matter of the Application of
PACIFIC CAS AND ELESCTRIC COXPANY for
an order of the Railroad Commission
of the State of California approving
an agreement entered into with the
City of Redding, under date of July
3, 1945, and relating to the furnish-
ing by the former to the latter of
eloctric energy.

Application No. 26889

In tbe Matter of the Application of
PICIFIC GAS AD ELECTRIC COMZANY for
an oxder of the Railroad Commission
of the State of California approving
an sgreement entered into with tke
City of Palo Alto under date of

Tuly 30, 1945, and relating among -
other things to the furnishing by
the former to the latter of electric
energy for resale purposes..

Application No. 26925
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City of Palo Alto.
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CLINN iEST, City Attorney, for the City of Lodi. |
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COLIISSIONERS ANDERGON AD ROVELL:

OPINION

Paciric Cas and Electric Company™ on July 27, 1945, filed with this

Cqmission a schedule of eloctric rates desigoated as Schedule P-3l. This
schedule was made applicable to electric sorvice rendered %o other muicinal

and private electric utilities fox rosale purposes. On August 14, the Commiﬁéidh
suspended the filed schodule, In Applica‘cions bfos. 26889 and 26925, Pacific sIeks
the Commission's approval of Two speci.&l contracts involving resale service 1o
the cities of Redding and Palo Alto. A public hearing was hcld; on these matters
in San Francisco op September 13, 1943.

The susperded rates under Schadulc P-3) axe lower thaut the presently
effective rates under Pacific's Schedule P-6, and also lower thén the .spocial
contract rates now applied for resale service rendered tho City of Palo Alto.

At the hearing, witnosses fox Pacific. exﬁl.ained +he ¢circumstances
which bad given rise to. tho proposed rate reductions. It was pointed out that
the Tnited States Dopartuent of: the Interior,, Bu&,eau- of Reclamation,. has npublicly
offered a scbedule of rates for thc sale of electric enorgy- gencrated av.its '
Shasta hydro-~olectric »lant, applicablo to municipalitics,. frrigation districts,.
é.p.d_oy‘chcr'_p‘ublicly_-olacrated systems for their own use and for rodistridution..
Sgch_' roqale rate offcrod by. the Burosu was substantially. lot‘:ei-»tha.n Pacificts
prosontly cffectivo rosale rates for similar services.. Onc .muni¢ipality, the
City of Roseville, has signed a contract with. the -Buxcau %o continuve for a pe;iod'
of approximatoly ten ycars. Under such ¢ircumstances, as tho testimony shows,

g P_aqif_ic was controntod with the aoecssity.oither of attompting to. meot sueh com~-
petition, or suffering tho possible loss of othor.resale customors. Ivs Schodule.
P-31 was developed for this purposc. This, new schedule would have bocome cffective.
on August 27, 194.5, .had 1t not bocn susponded by tho dommission., The Commission.
deemod, 1% eppropriatc to sugpend - the rate £1ling wntil.-a hearing could bb kad to
detormino whothox & roduction of Pacific's rcsale ratos to-tho cxtont proposed’

was jJustificds

FpaciTic Ges and EXoctricTCompany will horeineftor-in this Opinion be roferred:'to.
.as Pacific.
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Pacific has for.some years had on file a schedule known as Schedule
P-30 This was designed for primary industrial power service and mnde available
to largo power consumers on a five-year contract basis for sorv;ce at 2200 volts
or more. ‘As an optional’rate, it ‘had on file Schedule P~5, which does not ‘
contain ‘the rcqpmremont of ‘the {ive-year contract, but provides somewhat highor
‘rates £or the same type of service. Schedule P-3C, when it was devclopod was
designed primarily to meet the competitioniof, isolated privatelyhowned industrlal
.gencrating plants. ‘The' application of a similar schedule, to reaale customers
under Schodule P;o'suggested & possible -solution. . The P-31 schcdulc was developcd
by taking ‘the eleménts of Schedule P-30, moaifying the. demnnd portion of the
| ratc, and’ eliminating the fuel oil clause, :-In this modified form thc rato was
offered to P~ customers whose' loads were such as to make the new rate more
| favorablc than the P=6 Schedule. Tris new schodnlc was accepted by the munici—
palities of Alamcda, Biggs, Gridlzy, Lodi, and Santa Clara, and by two private
. utilitics,Bof Point Light and Power Company. and Vallejo Electrio Light and Powor
'Company Copies of these’ oontracte vere placed in ovidcnce but the Commission ]
rormnl spproval thoroof was' not deomed necessary because the terms of each with
the excoptxon of the- Bay Point: Light and. Power Company contract, are in sub—
stantial aceordarice with the. filed schedule.. Contracts containing thc same basic'
‘prov1sions as Schedule P~31, but with, additional. modificat;ons, were offcred to

'the citics of Redding and Pslo Alte, and have been accepted by them. The two

rormal applicatlono*bcfore us are for: authority to carry out the.lsst mentioned

oércoménts. '

The' fbllowing computations tzken rrom facts of rccord prcscnt in
tabular form the maimum ‘demand established, together with the dolivery'of cloctric
.energy in kiTowatt hours ‘for the year. 1944, by the. aboveqmentioned rcsale

customers of Pacific, including the City of Roscville.
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- Summar
Pacific Cas.& Flectric Company
.Resale Service

To Certain Biectric customers

K : Avg.:Annual: B
: . ::P«6  :.Rev.: L.F. : :Billing .:
: T Max. .+Revenue -: ;Ewh .: = : Under ': .Reduction
: Customexr :Domand: Xwh : A9k 4 o+ % .z " P31l iAmount : % .
o Ned) te) (2) &) 0) (o) RO

Alameda 26,158 :135,hl3;304 $ 928,589 .686 ‘59.2 $ 837,419 492,170 9.8
Blgge 110 B15;520 44991083 204321 L, 1u7 352 7.8
.Gridley 54k 2,344,800 20,7kl ..885 k92 19,204 1,557 T4
Todd 2,784 13,459,200 100,356 746 5.2 90,556 9,400 9k
Santa Clara 2,98 13,772,800 103,903 .75% :53.7 95,276 8,627 8.3
Bay Point 1,060 1,353,000 33,260 %764 . 47.8 32,641 619 1.9
Vallejo 11,748 38,926,000 302,295 .TTT 139.8 273,366 28,927 9.6
_ Roseville 1,261 5,297,600 k4,628 .8k2 -W8.0 L1,636 2,992 6.7
Redding 4,200 18,900,000 k1,LM8 U8 5L T2L,576% 19,872 140
‘Pelo Alto L kho 18,396,000 -x5_2,2782..71§3 7.3 n'z,'6662 M,6012  1L.0
Total 251,298,004, 811,995 724 42,633,887 178,108  9.8%

1. Tocludes 5% .Aiscount belov rates of P-31.
2. JIncludes $800 monthly credit Tor customer plamt standby.
*3. Exoluddng $800 monthily credit, average revenus would be
TT0¢ Xvh,
The revernus received from these customers during 1544, imder the
_ provisions of P-6, and the average cost per illowatt-hour of the emergy de-
livered and with the calculated amnual losd factor, is shown in the above
table. Contrasted with the cost under P-6 ere shovn the amoumts that would
have been billed these customers ﬁad Schadule P-31 been effective to thelr
accounts, assuming the same characteristics of use as in 154k. Finally the
reduction in annual cost and in per cett of actusl 19k cost is devﬁlopod.
As the tadle Indicates, the percentage rate reduction for thess customers
averages 9,8% and ranges from about 2§ for the Bay Point Light and Power
Company to about 1h$ for the city of Redding. Such percentage variatians “In
the yate reductions are dus entirely to the differences between the characteris-

%ica of usoe by the respective customers, cxcobt that further factors vere present

in the cases of Redding and Palo Alto, waich cities wvere accorded special con-

tracte.
-A~
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‘A comparison of .the rate. provisions.of Sch‘edulesAP-.-G and 2-31,(1)
as well as-the Roseville=Shasta contract.rates, shows that, the ,dirferent}iﬁl
“existing between P-31 and P-6 -reswl.zi.t.s,‘ from. a decx;ease'_in .demand .chazqus; in ;rgé
.4nitial and:final blocks and from.a:reduction of the energy :,-ate‘. for all blocks
‘together with' a'shortening of. the second energy blocks .It 1s:likewise, obvious,
‘ag- thé"compa::i.son'shows » that the ‘Roséville-Shasxa contract. rate is, _xia,teriall@y
lower than Schedule P31
It was pointed out.in' the: testimony presented by Pacific that the
" monetary differential ‘thus indicated does.not, reflect the whole measure of the
difference between the rates in‘ Schedule -P=3) .and those in the Shasta ,céhpra:c_?..
In the first place the Bureau.-of Reclamation is not .in a pesition i;nn;ediatgly
to render service ‘under any contract entered.into.because it does noi; have
either transmission or:-distribution facilities.- In the second place, .even when
facilities are provided,.if -they be limited to single -circults, the ,gu-x"e‘:au' s
customers would not have the-.same.assurance of co_qt,i_nuity,of ~service as that

" .afforded by Pacific because of the latter's many.sources-of supply, and alternate

" feeds over different . circuits normally available.: If customers of the Bureau

L

(1)

Rosenlle-
Shasta’

Contract

e e

PG&E Scﬁedule
[ PBA) - P=3L{R)

. Demand Charge ' ‘
First 55 kw or less’ of: max, "demand

$90.00 - $75400 o $.,75/kw

Next . 150 kw of maximum demand
Next™ 300 kw. of maximun demand
Next' 500 kw' of maxdmum demand
Next 1000 kw of maximum :dempand
ALl excess :

.Energy Charge -
First 130 Jwh per kw per .month
- First 150:kwh per kw /per month
Next 130 kwh :per kw.per month
- Next 150.kwh .per kw per month
Next 170 .kwh:per kw. per month
ALl excess

. L50/kw

. -OO/kw
, 15/ kW
<60/ kew

. 60/ kw

_ lSO/kw

"1.00/%w
.75/k'

60w i
.ho/kw

007
-4005
.00

- ¢

"o T5/Xw
.75/kw

,§ .

J75/kw

004

.003

=002 -
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purchase ‘standby service from Pacific, tais added cost ‘would. largely -aullify the
initial rate seving. . Furthermore, the Burceuw's contract cortains provisions re-

quiring customers to apply certala rates aaé follow other proc-cdui:os_ixi thé Xew-

‘aistridution of elcctric. energy. Tho'sc considerutions perhaps oxplein’ inipa.rt ‘

the ability of Pacific to-obtain contracts with all 1ts existing rcsalo’ custorors, .
excopt ome, at a rate maverially higher than that offered by thc‘Buroau, -though
lowor thaxm both: the presently offective P-6 Schedule and rosale contiact rates.

The billing difforentials botwicen Pacific's rate’ schedules apd that
of thoe Burcau may be illustratod LY c.pg:lying thom to the spccificmharagtcris-“'
tics of the Rosevillo and Lodi requirements; as.sot forth'in theo following
tado: |

Billing Corparison

$.6. & . Schodulcs P-6, =31 and Shasta~Rosoville
. Contract . .

Rosevillo . lotd
Yoximun Demand, Kv 1944 © 1,267 2,784
Consumption, Kwh 1944 5,297,600 13,459,200 °
Annual Load Fector % ‘ 55,2

w e W o m B w W = - o % ok e oem = =

B411ing on Schodulo P=6 « ¢ 4 ¢ o 4 o o o o P 44,628 - 100,356 ~ 100%
Billing on Schedule P=3l i a ¢ o a s o s o . ‘ 90,956 ¢
RecQuetion P~6 0'P=3L ¢ o v s o o o o ¢ o o ° o 4 . 99400
BLlling on Shesta Rate « o o o o e .. 26,3990 60,918"
Reduction '1;-6 to' Shasta‘'Contract '. . e 38,66 39,438
Avorage rato pex Kwh, mills _

Pa6-SchCAULC o v o ¢ o o s o o 5 = o e e - 8.42 -

P"‘sl wo --.Ob---o;aaco.- 7.86‘
sh&stal e o 8 ® ®» o w e o 8 o o @ & ‘4.98'

e tobulation shows that for thosc two customers P-31 represents !
a 7 to 9% roduction from Schcdulc P-& while tho Swsta contruct rato ‘imdicatos

a rodustion of 39% 'from the same basoc.
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Testimony given by witpesses for Pacific, as well as by the Com~
mission's gtaff, indicates that Schedule P-3L will not return all the costs
which properly should de included if a full corpensatory rate wers being
astablished. The.e is not as yet oay way of judging the reletionship of the
rate level wnder the Burcau's contract to the costs involved in tl.e rendition
of service. MNo cost studies of the Shasta projcct have beon mndé availablo to
+he wublic and no evidence thercon was prescnted in this proceeding. The City
Attorsey of the City of lodi expressed the opinion that, althougch that city
had accopted Pacific's Schedulo P-31, the Commission should consider the re-

duction of that rate o a still lower level, and ne also asked that the fivee

year contract mequiremint e oliminated. The only question before us here is

whethcr the rate reduction proposed mighat be unjustified because of thwe

possidle burden 1t might placs won other customers. We would not have author-
ity in these procecdings to prescribe a rate below that offered im the suspended
“gehedulo. |

With respeet to the Livo-yoar contrdct requiremont, it might bo

obsorved that this Commission has for neny yoars taken the position that a
utility should’not roquire & contract as o conditlon precedent O obtaining
service oxcopf uader speeial circumstances. 2Xeeptions have been mede wheon tae
capival outlay required, ox the low ravc offored, would be unjust;riod unless
soro winimum service period wexo impoged. Theo contract requirement in Schodule
?-31 doos not scem to be unrcasonadle. Not enly will the schedule yleld less
ther that required from the full COSL~0L-SOXViCY standpoint, but Pacific's
customors arc pormitted the altornative of continuing on the P-6 Schedul§ for
which no contract is required.

As noted adove, Pacific intends to muke its Schedule P-3L available %o

(2)

all nrivatc and putlic rosalc Sustorexs whick now have Schedule P-6 availadle.

(2) The P-6 Sehedule 45 mot applicadle throughout Pacific's service arca. It
hes served tho citics of Ukiah, Healdsburg aad Iemnoc vnder contracts pro-
viding somowhat higher zates, but nas cetered into mew contracts with these
cities at lower rates. Such coatracts will be presented for our cossidera-
tion in applications o be filed subsecquontly.

-
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It j\ishii‘iés 't.hé offer of "edﬁcéd i"até to resale customers primarily
"in arder to safeguard e)o.sting busineds and llkewise 0 generally preserve the
uniformity of its resale rate classifa.catmd, evel where competition is not as
yet as izminent ds in the northern Sacramerito Valley por‘cxon of Pacific's
system, where Shasta generated power can mos‘c. re&dil_,r be supplied. - ,

It is clear that Pacific has the legal r'.i.ght to reduce its rates in

order to meet in good faith the competitive i'ates being offered by the Bureau

of Reclamation: This right hds frequently been recognized by the Commission.

Our precedents to such effect; as well as the judicnl.al authoﬁties ; were cited
in the case of Modesto in‘igatioq Distr:ict i'r.fs. Pé.c:!fic Gas and Electric Company,
36 C.RuCu 766, in which decision the Commission stated that to hold otherwise
twould invelve not only a serious but unjustifiable departure from the long and
unbroken trend of ‘'statutory, judiclal ind Commission precedent, both in this |
‘State and elsewhere, which overwhelmirgly sustains the right of a utility to
meet in good faith a competitive rate without rendering itself subject to 2
charge ‘'of unlawful locality discrimination." However, as the Commissicn clearly’ -
stated in that ‘decision, as well as in many others, the loss, if any, incurred
B ‘a utility offering a competitively reduced rate, mst be borne by the wtility
dtself ‘and ‘will -not be permitted to burden its other customerss

In the Llight of the facts presented in these proceedings, we are of
‘the opinion ‘thit no legal or equitable ground exists for ordering a permanent .
suspension ‘of Schedule P-3L. Our order herein will remove such -suspension. -
‘At ‘the hearing Pacific asked that the Commission permit the séhedule to .become
effective on the date filed. However, as the schedule was :filed to become

effective at the expfration of the statutory thirty-day period, we question the
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préprAicty of fixing un sffective date prior to August a‘r.; 19454 tbe day tho
rates would havo boc;ome applicable had thcy ho:t beon suspchd.od. ﬁy Cémssion
oxdox,

It would bo we,n to point out that wvith tho advent of Sc'u-dulo P—Sl
thoso rosald customers will bo in a posi‘cion 0 orror to thc.ir indus'crial o=
sumors, rates which viil compare favorably ':iJch bacizicrs Indtstriel Schodulo
P~30, Spccial arrangomonts were horetofore -i'owmd nedossary o pomi“c tho Ci‘ﬁy
of Alameda to ronder industrial scrvice to large shipyards in th;air torritory
at tho P-30 lovol and the climination of this discrcpancy should pormit £OXo
offoctive promotion of industrial oxpansion within tho rcspoctive scervice aroas
or thcsc rcsale CORSUmers.

Wo now pass to a discussion of the o Applications, Tho contract with
thcf diw of Palo Alto contains one foature not cmbraced by Schedulo P31, Iz all

othor respocts the contract is substantially tho seme as the schedule. This

city‘has generafin{; facilitios of its owm, but does not now operatc them for the

gonoration of power oxcopt for standby puxposes. In retura for raintaining thoso
facilitios in oporating conditioz wméd subjeet to oporation at tho roqueat of
Pac‘iric, a monthly crodit of $300 is allowod on powor bills. This is an arrange-
ment of some ycars' standing. Ineamuck as this contract cmbodics the csxaoticld
fosturcs of Schodule P-31 with the credit modi:rica‘cion Just rcrérrcd t0,; and
whick lattor docs not appoar to be umrcaseneble, the application for authoriza=-
tion of tho aforcsaid contract vith tho City of Palo Alto will 'bo grantoed,

The comtract with the City of Redding likowisc is basically the semc
as the provisions of Schodule P-21. In this casc, howover, charges computed in
accordance with P-31 rates, which arc sct out in the contract, arxo subjoct %o a
aiscount of 0. This discount vrovicion wms justificd by Pacific as ncccssaxy
to provide & rato lovel lew cmough %o successully meot the pending competition .
of Shasta power. Becausc of tho proximity of this customer to the Shasta
dovelopmont, i‘ac'cofs vhich prevent the Dureaw's prompt yorforpanceo undor a

tondored contract were much lcss cffoctive than in the casc ¢f the othox

-9-
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customers., It was further pointod cut "2t site” rates have boop csteblishoed
by zomc public utility systems vhone losds caa b served by local distri-
bution Gireetly from Sn onergy source at hend.

Counscl for thu City of Rudding urged tho Commission to approve Its
contract witk Paeific. Ccriain rosidents of the city mado roproscntation
opposing this attitude. Tﬁcir oppositibn was basod upor a belicf thot tic con-
tract wes net logally cxceutod, as woll es being detrimentel %o the eity's
intorost. Sueh claime are for the local cuthoritics to dotermino, 20t tias Com-
misgion. The only quostion for us to docide is whother thosc two speeidl rate
contracts roault in urduc preforenco. Ac no objection areso Irom thosd cities
that G0 not ruc.ive concossivas fron the pronosed Schodule P-31, wo coneludo

that nerformance undor such coatracts should be approved for the same réasoas,

as herctofore stat.d, that wrempt us 10 appreove the filing of the schedule it-

selle

As steted above, Paciiic's contract with Buy Point Light sad Powexn
Company dous not coincide 'mith v nrovisiens ol Schedulc P=31 in that the turm
{g Tor ton ycars rethor 4hos five., It tould appoar, thorcfor&. 12 this nrovi-
sica 48 to remaiz dw i confract, spplicuticrn sheuld by formelly prosunted for
the Commissica's considurction iz the soanme mannor &g other specicl rato con~
tIaCtS.

iJo roecormond the fellewing ordor.
ORBER

IT I3 ZC7EBY ORDERED 4n Cast 4783:

That tho sugpsusion of Schedule P31l £ilud BT Pacific Gos
and Ileetric Cormany en July 27, 1945, b and horedy is
romovod, and Pacific Cas and Zloctric Company i's. auvthor-
1z0d to place stek sekodulu ef rates in offect &8 ot
August 27, 1%4d.
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YT IS SMREBY ORDZRED in Application No. 26889 that:

Pacific Gos and Elcetric Company bo and it is horcby author--
izod to furaish cleetric scrviece to the City of Redding in
accordanco with the -terms cnd conditions of that ccrtain con-
troct, datod July 3 1945, submitted as Zxhitit A in this-
procooding, %0 p»rrorm tho roquirements thoreof, to charge
ané ¢ollcet tho rates thorein spocifiod and to mako said .
contract orrcctivc on and Sftur Auguot 27 1945.

IT IS HEREBV ORD?RED in Applicat oD To. 26925 that.

Pacific Ges and- Bleetric Company bu and 4% 43 heredy author-

1zod to furnisk cloctrie service to the City of Palo Alto in

accordanco with the torms and conditions of that certain con-

traet, datod July 30, 1945, submittcd as Exhibit A in this

procooding, to porform the roquiremonts theroof, 10 charge.

and colloct the rotes thowcin containod and %o make sald con-

traet offoctive on and after August 27, 1745, -

The forcgoing Opinicn and Order is hercby ap-roved and ordercd filed
as the Opinion and Ordor of the Railroad Commission of tho State of Califorais.

For all othor purposcs thu cffective datc of this ordor shall bo
twenty days from and after the cate nezcof.

Datod at San Fraociseo, California, this_ /75

/ﬁuﬂ ;19;45.

Commissioners




