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Decision No. __ ,~_"~_'6_95_ 

BEFORE THE PUBLIC UTILITIES CO~~SSION OF THE STATE OF CALIFORNIA 

) , 

RIVERSIDE CEMENT COMPANY, ) 
a corporation, . ) 

Complainant ) 
vs .. ) Case No. 5005 

CAL!FORNIA ELECTRIC POWER CO~!PA.NY 1 ) 
a corporation, ) . 

Defendant ) 
) 

) 
SOUT~lfESTERN PORTLAND CE!·~NT COMPANY, ) 
a corporation, ) 

Compl~inant ) 
vs. ) Case No. ,006' 

CALIFORNIA ELECTRIC Por;;ER corJjp ANY, ) 
a corporation, ) 

Defendant ) 
) 

) 
WEST EN~ CHErtllCAL COMP ~y ) . , 

) a corporat~on, 
Complai nant ) 

VS. ' ) Case No. 5009 
CALIFORNIA ELECTRIC PO~VER COM? AJ,.TY 7 ) 
a corporation, ) 

Defendant ) 
) 

) 
Investigation on the Commission "s own ) 
motion into the construction, r~ason- ) 
ableness a.."ld propriety of Special ) Case No .. 5076· 
Condition (c) of. Schedule P-2' of ) 
CAL!FORNIA ELECTRI C PO'tJER COM? A;.~y • ) 

) 

Lauren M. t'lright of 0 'Melveny & Myers for Ri versif.ie 
Cement Company; Wayne H. Knight of Overton, Lyman, 
Plumb, Prince &. VermiI1e i'or Southwestern Portland 
Cement Company; Henry W. Coil and Donald J .. Carman 
for California Electric Power Company; George Kinsman 
for California !-Ianufacturers Association; Oliver O. 
Rands for National Defense Establishment. 
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, , 

OPINION - .... -~~ ..... -
Each of the above-named complainants seek reparation from 

the California Electric Power Company of alleged overcharges arising 

out of its application of a fuel oil price adjustment provision incor­

porated in certain of its electric rate schedules. Complainants 

allege in substance that such rate adjustment provision, as construed 

by the' defendant, is illegal, unjust ,and discriminatory ,in that de­

fendant, since August 3, 1948, has adjusted its electric rates to 

conform with the posted ,price' of a grade of fuel oil designated us 
~Paci~ic Specification No. 400,~ whereas rates should have been adjusted 

to reflect the posted price of oil designated a$ "Bunker Fuel Oil:,~ a 

grade of oil whi~h since that date has been made available by fuel oil 

suppliers at a price less than that quoted for other grades .. 

The National 1fdli tary Establishment 7 now the 'Department of 

Defense, acting under the direction of the Commandant, Twelfth Naval 

District, was permitted to intervene in tho proceedings as a complainant 

and the California Manufacturers Association also" 'appeared as an inter­

ested party. The Commission institut,cd its own. investigation in order 

that all doubt be, r~ovod as to its authority to consider the reason­

ableness for future application of such provision in defendant's 

t~ri:'''i''s • 

A public hearing was held in these D'la t tors on Augu$t :3, ,1949, 

and it was agreed that, after the filing of briefs, the matters be, 

submitted for decision by the Commission upon the consolidated record 

then t:lade. 

!n the opening briefs filed oy the compl~ining cement com­

panies , it is stated' that their demands tor reparation would be waived, 

but such offer was withdrawn or qualifie~ in their reply briefs. 

Therefore, the Commission must conSider first of all whether any basis 

exists for an award of reparation upon the ground th~t the defendant' 
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has incorrectly applied its tariff provisions., ~1hether or not it be: 

concluded that repar.::':ion is due, the Commission mn.Y,consider the l,ur­

the:- ~uesti9n of thereasonabl~ness of the exi:sting fuel oil pri'ce . 

adju~men";. pro .. ,ris ion .... lhen applied to future sales o~ electric 'Cower. 
~ , 

. . i 

'\tJc P..:'~ ca:.led upon to determine the meaning of C\ tariff' pro-
, " 

vizi~r. w~;.cb. ~hc C~x.ission itsel£ prescribed in its Decision No.~ 4.l798, 

i:s-.;.cc. in hpplicction No. 28791 on July 1, 1948) to becom~ e1'1'cctive 

!u~'s"" 1 "\ 94~ •• b- .., -,'" o. ~ve may pr.opcrly take into consid~ration 011 of the' 

!'a.:ts ofrccorc. and arg1llUcnts advanc-ed in that' g,eneralratc proceeding, 

as well as the evidence presented in the instant': matter. 'L'he rat'e pro­

vision in question, as set forth in ceX't.!lin schedules. ordered by the' 

Co~ission to be filed ~nd made effective August 1, 1~4S, was. included 

as condition (c) attached t~ the specific dema!l.d and energy rates set 

forth in such schedules, .:md· read as follows: 

rT(c) Fuel Cl~use: J:'he energy charg~ in effect at a:n.y 
time shall be determin~d by adding to the ~oove case rates 
0.003 cents per kwh for each 5 cents Cor m~jor fraction 
thereof) that the price or PaCific Specification No. 400 
fuel oil in tank car lots at-El Segundo, ~S' rcgul~rly 
quoted to customers genere.lly 'by the Standard Oil Compm1Y 
of' California., is o.bov~ $l.30 per barrol, the comput:ltion 
of' effective rate. to be ca'rried to the nearest 0.;01 cent 
per kwh. 

"When a change in the price of fuel oil occurs, the 
Company sh(lll subtlit to the California Public Utilities 
Commission within a period of fi!teen days, an Advice- ,Letter 
and appropriate tariff schedules, ,setting forth the new 
effective rates, a.ccompanied by an c.fridllvit or such change 
in the price or fuel oil. The new energy chsrgcs shall be 
effective begin.~ing with bills, based on the first regular 
meter readings for billing purposes which are taken on ,and 
after t.he. thirtieth clay following such change in the price 
of fuel oil. 

rTThe above effective rates are based on a ~uoted'priee 
of $2.1$ per barrel." . 

In the Commission's Decision it was round that the rate 

sched.ules s¢t forth thf;:rein were just and reasonable.' The above;..quoted 
I 

clauses contained in the scbedules in question expressly stated. that 

the energy rates as specifically set forth in the schedules were based', . . 

on a 1'uel 0::.1 -,price of ;'2.15 pcr barrel, which was the posted :price 
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prevailing at the time the Commission's decision w~s rendered. The 

rate ~djustment clause clearly provided that should· the posted price of 

oil t.hereafter increase or de"crease, the utility should file revised 

schedules of rates giving effect to the changed oil price to the extent 

required by the escalation formula in the first· clause above quotcd~ 

In other words) theeffccti ve rates would thereafter become higher than 

those list.ed in the schedules should posted fuel oil price-s advance 
, 

above $2.15 per barrel, and would become·lower than thos~ listed in the 

schedules to the exten:t posted oil prices £ell below $2 .. 1; pcr barrel, 

but not below $1.30 per barrel. 

The~ference made in the tariff prOVision to the price quoted 

'oy Stand.ard Oil Company of California of "Pacific Specification 400' 

Fuel Oil" was not, at the time the decision was issued, ambiguous in 

any respect. That was an accepted designation covering a residual fuel 
. , 

oil commonly marketed by the major' oil companies for industrial uses. 

Sucn oil supplied by Standard Oil Company of California was designated 

"Standard Fuel Oil." Prior to August 3, 1948, none of the oil com­

panies marketed more than one grade of such heavy .fuel oil for indus­

trial purposes. 

The application by the dcfendan t of the fuel oil adjustment 

provisions established by DeCision No. 41798 would not have beencontro­

versial had it not been for events occurring s'.lbseCiuent to the issuance 

of that decision. Such events should be summarized here in sufficient 

detail to explain the issue presented for decision~ . 

On August 3, 194$ the, Standard· Oil Company of Cali.fornia 

anno~~ced that it would supply two grades of residual fuel oil for 

industrial uses, onc being marketed as theretofore' under the name of 

"Standard Fuel Oil" and the other under the name of fTStandard Bunker 

Fuel Oil .. " Other oil companies likewise announced the sale- of an oil"' 
. .. 

, . 
referred to as Bunker Fuel Oil. The posted prices for the two grades 

- 4 -



-,C-5005, C-50u6, 
C~5009, C-$076 AS 

as announced by Standard Oil Company of California on August 3, 1948, 

together with subsequent changes in those posted prices 1 app~ar'in the 

following table: 

Date Fuel Oil ~StandardBunker 
Price Established ~Standard 'Fuel Oil" Fuel Oil" 

Augus't 3, 1948 $2.25 $2 .. 15 
November 12, 1948 2.35 . 2.25· 
January 25'9 1949 2 .. 20 2 .. 00. 
April 1) 1 49 2.00 1.80 
June 1, 1949 1.85 1.65 
September 3, 1949 1.50 1.30 

With each change in the posted price of fuel oil' a.s shown in 

the above table, 'the defendant filed revised rate schedules to give 

effect to the posted price change for "Standard Fuel Oil'" rather than , 

the price of "Standard. Bunker Fuel Oil." Plaintiff's contend' that the, 

defendant'should have acljusted its electric rat·es to reflect the posted 

price of Bunker Fuel Oil. 

The Commission has no authority to order the defendant to 

make reparation 'to the complainants on the ground of claimed unreason­

ableness of the rate here assailed since it heretofo're has found such 

rate to be reasonable. The record does not justify a,finding that the 
, 

defendant has applied electric rates in clireet conf11ct' with the' provi~ 

sions of its tariffs. The defendant had been ordered by the Commission 

to adjust its eleotric r~tcs to ~~e price of ~Pacific Specification 400 

Fuel Oil~ as quoted by Standard Oil Company of G:alifornia, 'and thi:s was 

a grade of oil then being marketed by that company as "Standard Fuel 

Oil," and it was the only grade of heavy industrial fuel oil being 

marketed. Moreover, the viscosity of that grade of oil has remained, 

practically unchanged after August J, 19~$, whereas oil thereafter 

marketed by this oil company and others under the deSignation of Bunker 

Fuel Oil has been of 'eonsid.erably greater viscosity than that supplied 

at the time of the Commissionfs decision. Therefore, no basis eXists 

for a £inCing that the Commission's decision must be construed 'to have., 

required defendant to gear its electric rates to the prieos quoted for 
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some grade or speci.fication of oil o-eher ~han that known' to, b~ Q.ark~t'ed 

at that time. Defendan~ts failure to adjust its electric rates to'the­

price of a grade and specification of oil then unknown either to it or 

to the Commission does no~ eonst'1tute a violation of its, tariff provi­

sions and does not support a cl~im for reparation. 

Although reparation may not be 'awarded, there remains for 

con~ideration the question whether suc·h rate adjustmen t provision whic:h 
. . 

t.he Commission found reasonable in its decision of July 1, 194.$, ~hould 

be clarified or amended for fut'ure appli cation. Comp~ainants' request 

for modification of defendant's fuel clause is predicated on the theor/ 

th.:l.t such clause was intended to be a Trcost rr clause, designed 'to' adjust 

defendant's electric energy rates in accordance With t.he actual cost 

change experienced by defendant when oil prices change. 

At the time the Commission issued its Decision No. 4179$ it 

intended that the ad~ustment of rates through operation of the pro~­

sions of the fuel clause should re£lect,'in some measure, the effects 

of char~ing oil prices on the extent of competition With defendant's 

service by cust.omer-owned plan'ts and the value of defendant's service 

to lc:.rge customers, as well as the efi"ects of changing oil price on the 

. cost of energy for California Electric Power Company's system. 

In so far as defendant's costs of energy are to be. considered, 

the record shows that ~bout four-fifths of its energy requirements in 

1947 and 194$ were supplied from hydroelectric sources and one-fifth 

from thermal plants. Of the latter fraction, about. seven to ten per 

cent was generated in defendan-e'S San Bernardino plant ~nd nc~r1y all 

of the remainder was purchased from either tho City of Los Angelcsor 

the Southern California Edison Company.. The record also shows that the 

oil used by defendant itself for steam-electric generation in its San 

Bernardino pl~nt is not of the grade known as Bunker Fuel, Oil,· but, on¢ 

correspocding in qUality and price to Standard Fuel Oil. On the ·other 

hand, the ,cost of fuel used. by the City of Los Angeles and the Southern .. 
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California Edison Company since August 194$ has been the cost of Bunker 

Fuel Oil, although. those fuel costs are reflected in defendant's purchased 

energy costs only through operation of clauses in its ,purchase con­

tracts which reflect all generation costs plus a' fixed percentage. It, 

must be concluded, therefore, that the price of Bunker Fuel Oil, on the 

whole, will be more indicative of the fuel cost,s in defendant's thermal' 

ecergy under present conditions than the cost of Standard Fuel Oil. 

Furthermore, in our judgment, the price of Bunker Fuel Oil will ~orc 

nearly refle~t such competitive factors that may eXist by reason of 

possible customer-owned steam plant generation, by the usc of either oil 

or gAS. 

We believe it reasonable to refl~ct the posted price of 

Bunker Fuel Oil in defendant f s electric tariffs, at least' for the 

immeeia.te future. The evidence indicates that such a change and th~ 

corresponding adjustment of effect.ive rates will reduce defendant's 

annual revenues by somewhat less than $31 ,700. Although awi~ness cal­

~ulated a change of $3$,053 by applying an increment of 0.012 cents per 

kwh to all, energy sales to industrial and commercial customers, the 

incrcmentru. change which will result in the effective energy rates Will 

be 0.01 cents per kwh and much of the energy delivered to industrial 

and commercial cuctomers on defendant's General Service schedules is 

:lot subject to fuel price escalation. 

~lhile establishing, for the immediate future, a fuel clause ir. 

defendantts electric tariffs based upon thq posted price of Bunker Fuel 

Oil, we do not intend that such a clause should. re£lect only the effects 

of oil price on the cost of California Electric Power CompanyTs fuel­

produced energy. Thi s COIl".mission has, on nuocrous occasions, stated its 

opinion that factors other than cost alone are to be considered in the 

determination of just and, rcasonable t.ariffs ... 
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The eVidence in these proceedings ,and the record in 

Application No. 2$791 indicate adequately that such an adjustment of ' 

defendant's tariffs will not result in such a change of its earning 

position as to be inequitable. We conclude that the tariff adjustments 

ordered herein are just and reasonable. 'I'he Commission, in its inves­

tigation under Case No. 5076, may. order such' a change in the fuel 

clause of defendant' $ Schedule P-2·. Defendant should also revi se the 

cffecti ve energy rates and .rue 1 c,lauses of its. Schedules P-.3 7 C-l, C-2~ 

and C-3 in a similar manner. 

o R D E R ,. 
-....., - --

Public hearing having been held in the,above~entitled 

proceedings 1 the matters submitted on briefs, and the evidence ani 

briefs having been fully considered by the Commission, 

IT IS HEREBY ORDERED: 

1. Case No • .5005, Riversid'e Cement Company vs. 
California Electric Power Company be and it is, hereby 
dismissed .. 

2. Case No. 5006, Southwestern Portland Cement 
Company vs.' California Electric Power Company be and 
it is her~ by di smi s,sed .. 

3 - Case No. 5009', West End Chemical Company vs. 
California Electric Power Company be and it is hereby / 
dismissed. 

4. Calif orni a Electri c Power Company,' 'Wi thin 
twenty-five (25) days from the effective date hereof, 
shall re.filc its Schedule P-2, ~fuolesale Power, to 
provide ~~ adjustment of the effective energy rates 
based upon the then effective price of Bunker Fuel Oil, 
and to revise the first paragraph of the Fuel Clause 

, contained therein to read. as £ollows\ said. revised 
Schedule P-2 to be effective five (5) days after the 
date of filing: 

Fuel Clause: The energy charge in effect at 
a"'ly time shall be detormined by adding to the above 
base rates 0.003 cents per kwh for each five ,cents,. or 
major fraction t.hert!of, that th(:: posted price o£ 
Bunker Fuel Oil in tank car lots at El Segundo, as 

- s.-
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regularly quoted to customers generally by the Standard 
Oil Company of California, is above $1.30. per barrel, 
the computation of effective rate to be carried to the 
nearest 0.01 cents per kwh. 

The effective date of this order shall be twenty (20) days 

after the date hereof. 

11 Dated 8:t San Frane isco , 

(1-""'«.1.1·46&1 ,1950 .. 

-1£ . 
California, this /·7 - day of 

d (' . 

" I", .. 
,.-....."......~ 41'" ,.' :../,..,rI'\.~.~\" 


