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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNf

In the matter of the application of
PACIFIC GAS AND. ZLEZCTRIC COMPANY for
an order of the Public Utilities
Commission of the State of California
granting and conferring upon applicant
all necessary permission and authority
vo carry out the terms and conditions
of an agreement with the SACRAMENTO
MUNICIPAL UTILITY-DISTRICT, dated
November 16, 1950, copy whéreof is
attached hereto marked Exhibit "TAM,

Application No. 31979

N e e V\-'\-/—vu\_l\_/

R, W. DuVal for applicant; Martin McDonough,

ror bacramento Munmcipal Utility District;

Tew%f Krerr and C. T. Mess, for Commission's
art.

OPINIO N

Pacific Gas and Electrlc Company, a California corporatzon
and applicant in th;s matter, by thc above-entitled application,
filed December la, 1950, requests an order of the Comm;sglon author-
izing it to carry out the terms and conditions of an agreement datedu.
November 16; 1950; with the SacramentoAMuniéipal Utility District. -
Said agreement is entitled S.M.U.D. Contract No. 535 and relates to

the supoly of‘BO'OOO kva of electric energy in addition to that cur-
rently being supplicd by the applmcant 0 the district. A copy of
said contract, marked Exhibit "A", is avtached to the application
and by reference made & part hereof for all purposes. |

A public heariﬁg on this application was held before
Commissioner guls and Examiner Zdwards on February 21; 1951; at

San Francisco, California.

Electrié«energy ig now being supplied by the ;pplicant 0

the district in accordance with an agreement dated April 9, 1946,
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entitled "Contract for Purchase and Sale of Slectric Energy”.
Pacific Gas and Zlectric Company was authorized to carry out and
perforn the provisions of this orlg;nal electric resale contract by
Decision No. 39108 of this Commission, issued June 18, 1946, under
Application No. 27L43. The Sacramento Municipal Utility Disvrict
now seeks an additional supply of electric energy to meet its Srow=
ing loads and desires to receive such energy at a poinc different |
from that originally specified. The primary purpose of the agree-
ment of November 16; 1950; is to amend the originﬁl contract.-so as.
to provide for the delivery of energy at the site of the district's
Proposed new City Substation to be ldcatgd in the viciniﬁy of
Twenty-first and North ™" Stréets within the City of Sacrumentov in
lieu of the delivery of such’ addmtional elecurmc cnergy at applxcanx?s
Brignton Substation. |
In guStzfzcatlon of the change in delivery point for such

additional energy, applicant's witness testified that necessary.
additional facilities at Brighton Substation for delivering this
additional load at 22 kv, are not now available and cdnsideraBle
“econStructlon would Be required at an e t;mated total cost of
$a45,ooo. For practically the same cost (4 h56,538), applicant
claims it could install 2 110 kv transmission lime be< tween its
Brighton Subutatlon and the district's proposed City Subotatlon
install its 110/22 kv ocep-down transformers at the City oubutation;
and thus deliver 22 kv energy at the location desired by the dlstrmct.

£ the district would provide the right of way for the transmission
iine and necessary foundations for the transformers. Applicant
claims there will be a saving iﬁ annual costs of operation compared
to delivery at the Brighton Substatioen. |
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The estimated cost of the comstruction proposed By appli-

cant is as follows:

L - 10,000 kva, 120/22 kv tvransformers
and 22 kv metering equipment £209,000

1 - 62-mile double circuit 110 kv ‘
transmission line : 129,538

2 = 110 kv o0il circult breakers and
terminal switching equipment at Co
Brighton Substation 118,000
Total 456,538

In addivion to providing power at this alternate locarion,
applicant Proposes vo absord the losses in the 6%-mile, 110 kv
transmission line and amend the so-called maximum demand ratchet
clause of the original agreement 30 as to use only the actual demand
each month’in comﬁuzing demand charges. Under the original contract,
the meximum demand each month,‘for billing purboses, is an:average
of the current month's demand and the highest demand in the preced-
ing 11 months. Under the new provision, appliéant Proposes %o
recompute bills retroactively to November 30; 1949; the time nego-
tiations for this agreement were started with the district. Such
recomputation for energy sold to the district during the 1l months
ended Octobe*‘Bl; 1950; would result in a proposed refund of
$26,713.28 10 the di.sr)rict.

The applicant, in gustification of the change in the
method of computing demand charges, stated that other resale custo-
zers had been granted similar revisions in their resale rate
contracts at the approximate time these negotiations were started.
Applicant's representatives indicated to the district that the
demand clause would be changed when the conﬁract‘Was approved and

that the district in effect would be\enjOYing as favorcble treatment

as other resale customers are receiving, despite the delay in com~

pletzng the contract.
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On cross~examination of the company's witnesses, the
Commission's staff developed the fact that contracts with other
resale customers, herctofore authorized by this Commission, which
provided for the change in the demand ratchet clause, also extended
vhe contractual period for an additicnal five years. No such exten-
sion of time was effected in the contract here involved. Tor this
reason, applicant was requested to cite authorities to substantiate
its desire to make the proposed refund.

Under date of March 12, 1951, counsel for applicanﬁ replied
0 this reguest and cited 3ection 17(b) of the Public Utiliti@s Act
of the State of California as providing the authority for the
Commission, by rule or order, to except this contract from the pro-
hibition of the section against refunding or remitting any portion
of the rates. In addition to Section 17(b), counsel recited the
fact that under General Order No. 96 utilities are granted the right
to furnish service at free or reduced rates, or under conditions
otherwise departing from filed tariffs; to governmental agencies,
public fairs and celebrations. Counsel also pointed out that in
connection with informal complaints filed with, or on representations
made to the Commission, retroactive adjﬁstment of customers"billings
made under filed rates and charges are being made continually by
zeans of refunds or credits. Counsel therefore seeks an order of -
the Commission excepting this contract propesal from the operation
of the prohibition of Section 17(b).

The Sacramento Municipal Utilizy District; through its
counsel, urged early approval of the proposed contract; &S a new
delivery point for energy is necessary from the standpoint of good
engineering. He stated that the proposed delivery point is eéuit-
able to both parties, since the district will pay the cost of

insvallation and removal of the transmission line if the district .

ceases to take all of its requirements of electric energy from the

-l
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applicant prior to December 31, 1956. He further stated that the
district 15 dissatisfied with operation of the old contract, that
the concession with regard to the demand ratchet clause amounts to
only nine-tenths of one per ¢ent of the bill and that the district
should have equal treatment with other resale cﬁstomers such as the
cities of Redding, Alameda; and Lompoc.

Applicant’'s 1949 annual report to the Commission shows
the following comparison of annual sales and revenue to the districy
and to the afore-mentioned cities:

: Revenue
Sales ~ Kwhr Revenue per Kwhr

3.M.ULD. 466,452,729 *2 ,665,216.81 0.571¢
Redding 39 541,200 '2L77019.87 0.625
Alameda 99, ' 787200 668 3835.34 0.670
Lompoc 5, 577 000 49 914 37 0.895
The proposed refund will de #26,713.28 on a bill of
$2,696,895.99, covering 470,810,822 kwhr for the 11 months

ended October 31, 1950. The avérage rate for this period will

be reduced from 0.5728 cents per kwhr to 0.5671 cents per kwhr.
The level of this rate is only 12% above the price of 0.507 cents
per kwhr the applicant paid for energy purchased from the United
States Goverament's Central Valley Project, as shown in the 1949
annual report to the Commission.

Previously, the applicant has sought approval of low rates
for resale service on the basis‘that Such rates are necessary to
meet competivion and hold the business. In granting these author-
izations in the past, the Commission has taken the position that if
it should appear in a rate proceeding that any ‘losses are being
incurred because of these low rate levels; such losses are not to be
izmposed upon the applicantts other customers. Such a situwation |
would result if the ;bplicant were allowed to recover in rates all

expenses plus & full return on its investment in electric plant.
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Our authorization of the subject contract is likewisc conditioned
on the premise that the rates charged under the contract shall not
be permitted to burden or prejudice, in any way, other customers of
applicant. | '

The Sacramento Utility District also enjoys the advantage
of a.combination of meter readings not enjoyed by other resale cus~
tonmers. This situation is 2 carry-over from the days when the &is-
trict was first formed; %o enable both the district and the applicant
to avoid the costs that would necessarily be incurred if their facil-
ities were redesignod to permit delivery of power at a single point.
At our staff's request, the company recomputed the bill to the
district on the basis of the applicable Schedule P-31 rate for each
of the 18 separate delivery points and showed that on such basis
the billing would be $3,539;976.82 for 518;007;756 kwhy. .

The contract was executed on November 16; 1950; but
contains a provision that it shall not become effective until the
Public Utilities Commission of the State of California by order
shall authorize the Pacific Gas and Electric Company to carry out
its terms and conditions. o

The contract does not contain a clause providing that it
shall be subject; at all timés; to change or modification as the
Commission may dirécp in the exeréise-of its jurisdiction as pro-
vided by General Order No. 96. The.fact that such clause does not
appedr in the agreement does not in any way exempt the company or

the contract from the Commission's jurisdiction in this matter.

Public hearing having been held on the above-entitled
application, the matter having been submitted and now being ready

for decision,
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IT IS HEREBY ORDERZED that applicant be and it is authorized
to carry out the terms and conditions of the written contract, dated
November 16, 1951, with the Sacramento Municipal Utility,ﬁistrict
and to render the service described therein, subject to the follow-
ing conditions:

1. Applicant shall file with the Commission, within

thirty (30) days after the effective date of this

order, two certified copies of the contract as

executed, together with a statement of the date on

which the contract 1is deemed to have become effective.

Applicant shall notify this Commission of the date

of termination of said contract within thirty (30)
days after said date of termination.

Applicant shall keep the Commission advised of any
extension beyend the original term of this agreement.

IT IS HEREBY FURTHER ORDERED that the Pacific Gas and
Electric Company iS-éxcepted from the operation of the prohibition
against refunds contained in Section 17(b) of thé Pﬁblic Urilities
Act of the State of California for this contract onl&.

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

fter the date hereof.

Dated at San Francisco, California, this Qj? 5"‘ day of

oy , 1951.
/




