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e GRIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION QOF THE STATE OF CALIFORNIA.

RIVERSIDE CEMENT COMPANY,
- a corporation, ’
‘ Complainant '
vS. - Case No. 5005
CALIFORNIA ELECTRIC POWER COMPANY,
a corporation,

Defendant
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SOUTEWESTERN PORTLAND CEMENT COMPANY,
a corporation, ,
Complainant
vS. ,
CALIFCRNIA ELECTRIC POWER COMPANY,
a corporation,

Case No. 5006

Defendant
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WEST END CHEMICAL COMPANY,
a corporavion,
Complainant

vSs. ,
CALIFORNIA ELECTRIC POWER COMPANY,

Case No. 5009 :
a corporation, |

et B P P e

Defendant

Investigation on the Commission'"s own
motion into the construction, reason-
ableness and propriety of Special
Condition (c¢) of Schedule P-2 of
CALIFORNIA ELECTRIC POWER COMPANY.

Case No. 5076 -
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Lauren M. Wright of O'Melveny & Myers for Riverside
Cement (ompany; Wayme H. Xnight of Overton, Lyman,
Plumb, Prince & Vermille for Southwestern Portland
Cement Company; Henrv W. Coil and Donald J. Carmsn
for California Electric Power Company; Georze Kinsman

for California Manufacturers Association; Oliver 0.
Rands for National Defense Establishment. _
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OPINION

Zach of the above-named complainants seek reparationtfrom .
the California Zlectric Power Company of alleged overcharges arisihg_
out of its application of a fuel oil price adjustment provision inCQx-
porated in certain of its electric rate schedules. Complainants
allege in substance thét‘such rate adjustment provision, as construed
by the defendant, is illegal, wnjust and discriminatory, in that de-
fendant, since August 3, 1948, has édjusted,its electric rates to
conform with the posted price of a grade of fuel oil designated‘ds
"Pacific Speczfmcatlon No. 400,™ whereas rates should have been adausted
to reflect the pogted price of oil desmgn ated as "Bunker Fuel'OzL," a
grade of oil which since that date has been made~avaiiable by fuéi oil
suppliers at a price less than that quoted for other grades;l |

‘The National Military Establishmeht, now the Department of
Defense, acting under the direction of the Commandant, Twelfth Nawval
District, was permitted to intervene in the proceedings as'a complainant
and the Cal;fbrnza Manufacturers Association also- appearcd as an intcr-
ested party. The Commi ssion 1not1tutcd its own 1nvestmgatmon 1n crder
that all aoubt be rcmovcd as to its authority to consider the reason-

ableness for future appl;catzon of suc¢h provision in dcfendant’ﬁ-_

Tarisfs.

A public hearing was held in these matters on August 3, 1949,

and it was agreed that, after the filing of briéfs, the matters be.
submitted for decision by tae Commission upon the consolidapedvrecord:
 then nmade. |

In the opening briefs filed by the complaining cement com-
panies, it is stated that their demands for reparation would be waived
out such offer was withdrawn or qualmfned in their reply briefs.
The*ofore the Commission must consider first of all whether any basis

exists for an award of reparation uwpon the ground that the defendant
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h2s incorrectly appligd its tariff provisions. Whether or not it bé

concluded that reparation is due, the Commission may consider the fur-

ther guestion of the reasonableness of the existing fuelroilrprice |
adjustmens provision when applied to future sales of electric power.
We are called upon to determine the meaning of a tarift Pro- |

vision which the Commission itself presceribed in its Decision Nol 41798,

issued‘in hpplicztion No. 28791 on July 1, 1948, to become effective
August 1, 1948, wé may properly take into cdnaidera:i§n~ali of‘the“
Tacts of record and arguments advanced 4n :hat genera1irat§Iproceéding,
as well 235 the evidence presented in the instanﬂ matter. The'raﬁélbro-
vision in question, as set forth in certzin schedules ordered by ﬁhe:
Comﬁission o be filed end.made efTective August 1, laaé, was.iﬁcludéd
es condition (c) attached to the specific demand and energy rates set

forth in such schedules, and read as follows:

"(e) Fuel Clause: The energy charge in effect at any
time shall be determined by adding ©o the above base rates
0.003 cents per xwh for cach 5 cents (or major fraction
thereof) that the price of Pacific Specification No. 400
fuel oil in tank car lots at El Segundo, as regularly
quoted to customers generzlly by the Standard Oil Company
of California, is above $1.30 per barrel, the computation
of effective ratec to be carried to the nearest 0.0l cent
per kwh.

"When a change in the price of fuel oil occurs, the
Company shall submit to the California Public Utilities
Commission within a period of fifteen days, an Advice letter
and appropriate tariff schedules, setting forth the new
effective rates, accompanied by an affidavit of such change
in the price of fuel oil. The new cnergy charges shall be
effective beginaing with bills based on the first regular
meter readings for billing purposes which are taken on and

after the thirtieth dcy following such change in the price
of fuel oil. :

"The above effective rates are based on a quoted price
of $2.15 per barrel." A \ ‘ -

In the Commission's Decision it was found that the rate
schedules set forth therein were Just and :éasonabie.’ T?e above-quoted
clauses-contaiﬁed‘in the schedules in guestion expréssly stated;thai 
the ¢nergy rates as specificglly set forth in the zchedules wéré basedx '

on 2 fuel oil price of $2.15 pbr barrel, which was the posted pri§e ,*J"
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prevailing atlthe time the Commission's decision was rendered. The |
rate adjustment c¢lause clearly provided that should the poéted price of
oil thercafter increase or débrease, the utility shQu;d 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‘quotgd;

In other'words, the effective rates would thereafver become highcf than
those listed in the schedules should posted fuel oil prices advance
above $2.15 per barrel and would become lower than those listed in the
schedules t0 the extent poqted 0il prices fell bvelow $2.15 pcr barrel,
but not below $1.30 per barrel.

The reference made in the tariff provision to the pficc quoted
by Standard 0il Company of California of "Pacifiec Specification 4LOO®
Fuel 0il" was not, at the time the decision was issued, ambiguous iq
any respect. That was an accepted designation covering a residuai fuel
0il cormonly marketéd by the mﬁjorfoil companies for industrial.ﬁses.
Such oil supplied by Standard 0il Company of California wa; 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 purpeses.

The application by the defendant of the fuel oil adjuscment.‘

provisions established by Decision No. L1798 would not have been contro~
versial had it not been for events o¢curring subsequent to the issuance
of that decision. Such events should be summarized here in sufficient :
detail to explain thé issu¢ presented ’or decision. . |
' On August 3, 1948 the Standard 0il Company of Californza
announced that it would supply two g*ades of rcszdual fuel oil for
industrial uses, onc being marketed as theretofore under the name of
"Standard Fuel Oil" and the other under the name of "Standard Bunker
Fuel 0il."™ Other oil companies likewise announccd the sale of an oml

referred to as Bunker Fuel 0il. The posted przces for the two grades
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as announced by Standard 0il Company of California on August 3, 19L8;

together with subsequent changes in those posted prices, appear in the
following table:

Rate Fuel 0il . "Standard Bunker
Price Established "Standard Fuel 0il™ Fuel Qil"™

August 3, 1948 $2.25 © $2.15
November 12, 1948 2.35 . 2.25
January 25, 1949 2.20 2.00.
April 1, 16.9 2.50 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 as shown in
the above table, the defendant filed revised rate\scheduies to give
effect to the'posted price change for "Standard Fuel 0il™ rather than
the price of "Standard Buaker Fuel 0il." Plaintiffs contend that the
defendant should have adjusted its electriec raoés to reflect the posted

rice of Bunker Fuel Oil.

The Commission haé no authqrity to order the defendant to
make reparation to the complainants on the ground 6f cléimed‘unreason-
ableness of the rate here assailed since it heretofore has found such
rate to be reasonable. The record does not justify a~finding ﬁhat the
cdefendant has applied electric rates in direct confiict‘with the'provi{
sions of its tariffs. The defendant had been ordered by the Commission |
to adjust its eieotric rates to the price of "Pacific Speéification LOO
Fuel 0il™ as gquoted by Standard Cil Cémpany of California,'an& this was
a grade of oil then being ﬁarkéted by that company as "Standard Fuei
0il,” and iv was the only grade of heavy industrial fuel oil being
marketed. Moreover, the viscosity of that grade of oil hasvremained\
practically unchanged after August 3, 1948, whereas oil thereafter ]
marketed by this oil company and others under the desighatiép'df Bﬁnker
Fuel 0il has been of consideradly greater viScésity thén that supplied
at the time of the Commission's decision. Therefore, no basis exists
for a finding that the Commission's decision nmust be construed to ha#éu

required defendant to gear its electric rates to the prices.quotcd for
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some grade or specification of oil other than that known ‘to be marketed

at that time. Defendant's failure to adjust its electric rates to the.

price of a grade and specification of oil then unknown either to if or
to the Commission does not constitute a violation of its tariff provi-
sions and does not support a ¢laim for reparétion.

Although reparation may not be'awardéd, there remains for
consideration the question whether such rate adjusément prov;sicn whiqh
the Commission found reasonable in its decision of July 1, 1948 should
be clarified of amended for future application; Complainantsj requesy
for modification of defendant's fuel clausc_is prediééted on the theory
that such clause was intended to be a "cost" clause, designed'to-adjust
defendant's electric energy rates in accordance with the actual cost
change experienced by defendant when oil prices change.

At the time the Commission issued its Dec:smon No. L1798 it
intended that the adlustment of rates through operation of the provi-
sions of the fuel clause should refle;t,'ln some measure, the effects
of changing oil prices on the extent of competition'with defendant's
sexrvice by cuszomer-éwned plants and the value of defegdant's serﬁicé
to large customers, as well as the effects of changing,oil-pfice-on the
-cost of energy for California Slectric Power Company's system. ‘
| | In so far as defendant's costs of energy are to be considered,
the record shows that about four-fifths of its energy requirementérin
L9L7 and 1948 were supplied from hydroelectric sources and one-fifth
from thermal plants. Of the latter fraction, about seven to ten per
ceni was generated in defendant's San Bernardino plant and ncarly all
of the recmainder was purchased from either the City of Los Angelcs or
the Southern California Edison Company. The record also shows that the
0il used by defendant itself for steam-clectric generation‘iniits San’
Sernmardino plant is not of the grade xnown as Bunker Fuel O;l buz one
cor*eupondzng in quality and price to Standard Fuel 0il. On the othcr

hand, the cost of fuel used by the City of Los Angeles and the Southernw
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California Edison Company since August 1948 has been the cost of Sunker
Fuel Qil, a..though those fucl costs are reflected in defendant's purchased
'energy costs only chrough operation of clauses in its purchase con-
tracts which reflect all generation costs plus a fixed percentage. ft ‘
must be concluded, therefore, that the price of Bunker Fuel 0il, on the
whole, will be more indicative of the fuel costs in defendant's thermal’
ecergy under present'cqnditions than the cost of Standard Fuel 0il.
Furthermore, in our judgment' the price of Bunker Fuel Oil\wiil more
near ly reflect such competitive factors that may exist by reason of

pPossible customer-owned steam plant generation by the use of ezther'oil

or gas.

We belicve it reasonable to reflect the posted price of

Bunker Fuel Cil in defendant's electric tariffs, at least for the
immediate future. The evidence indicates that such a change and the
corresponding adjustment of effective rates will reduce defendant's
annual revenues by somewhat less than $31, 700. Although a witness cal-
culated a change of $38,053 by applying an increment of 0.012 cents per
xwh 10 all energy sales to industrial and commercial customers, the
incremental change which will result in the effective encrgy rates.will
ve 0.0l cents per kwh and much of the energy dellvered to znduqtrzal
and commercial customers on defendant's General Service scheduleu is
20t subject %0 fuel price escalation. | o

While establishing, for the immediate future, a fuel clause in
defendant's electric tariffs based upon the posted price of Bunker Fuel
O0il, we do not intend that such a clause should reflect only the effects
of oil price on the cost of California Electric Powe;-Compan«'s fuel~
produced energy. This Commission has, on numerous occasions, stated its
opinidn that factors other than cost alone are to be~considered in the

determination of just and reaseonable tariffs.
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The evidence in these proceedings and the record in
Application No. 28791 indicate adequately tﬁgt such an adjustment of
defendanz's tariffs will not result in such é change of its earming
position as to be inequitable. We conclude that the tariff adjustments
ordered hérein are just and recasonable. TherCommission, in‘its inves-
tigation uﬁdér Case No. 5076, may order such a change in the fuel
clause of defendant's Schedule P-2. befendapt should also-revise the
effective energy rates and fuel clauses of its Schedules P;B, CQl;«C-Zg

and C—j in a similar manner.

Public hearing having been held in the. above-entitled
proccedings, the matters submitted on briefs; and the eviqénce ard
briefs having been fully considered by the_Cémmission,
IT IS HEREBY ORDERED: |

L. Case No. 5005, Riverside Cement Company vs.
California Electric Power Company be and it is hereby
dismissed. o

. 2. Case No. 5006, Southwestern Portland Cement
Company vs. California Electric Power Company be and
it is hereby dismissed. :

3. Case No. 5009, West End Chemical Company vs. ,
California Electric Power Company be and it is hereby 4
dismissed. :

k. California Electric Power Company, within
twenty-five (25) days from the effective date hereof,
shall refile its Schedule P-2, Wholesale Power, to
provide an adjustment of the effective cnergy rates
dased upon the then effective price of Bunker Fuel 0il,
and vo revise the first paragraph of the Fuel Clause
‘¢ontained therein to read as follows, said revised
Schedule P-2 to be effective five (55 days after the
date of filing:

Fuel Clause: The energy charge in effect at
ary time shall be determined by adding to the above
base rates 0.003 cents per kwh for each five cents, or
major fraction thereof, that the posted price of
Bunker Fuel Oil in tank car lots at EL Segundo, as
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regularly quoted to customers generally by the Standard
0il Company of California, is above $1.30 per barrel,
the computation of effective rate to be carried to the
nearest 0 Ol cents per kwh.
The effective date of this order shall be twénty (20) days
after the date hereof. - , ‘ -

Dated at San Franc;sco Calzfornia, this [ Z day of
e YN/ 1.973 1950-

T
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Commissioners.




