s BRIGINAL

BEFORE TEE PUBLIC UTILITIES CQMMISSION OF THE STATE OF CALIFOLNIA

Decision No. DI 51539

In the Matter of the Suspension

and Investigation on the Conm=-

mission's own motion of proposed Case No. 5640 ,
Schedule PA-S, Agricultural Power

(Temporary Schedule) filed by

Pacific Gas and Electric Company.

F. T. Searles and J. T. Morrissey, for Pacific
Gas and Zlectric Company.

J. J. Deuel, for California Farm Bureau Federa-
tion and Westside Land Owners and Users,
interested parties.

Boris Lakusta and John J. Doran for the
Commission staff. ‘

OPINION

Pacific Gas and Electric Company, operating public utility
electric, gas, water and steam-heat systems in central and northern
California, on March 17, 1955 filed under its Advice No. 132-E a
new, temporary and closed agricultural power rate designaééd
Schedule PA-8. Because of the faect that the proposed schedule
represents a reduction fram the presentli effective agricultural
power Schedule SA-l and would be applicable to only a limited group
of custemers, the Commission suspended the filing pending an.

. investigation, hearing and decision thereon.

Public Hearing

A public hearing on this matter was held before Comnissioper
Justus F. Craemer and Examiner M. W. Edwards on May 18,';955 in San
Francisco. At this hearing tﬁo witnesses;for the utility‘zestified
on behalf of the proposed rate. Two customers from the aﬁea which
would be benefited by the proﬁosed rate testified as to the need

for -a reduction in rates. Cross-examination of the witnesses was
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conducted by couﬁsel for the Commission’s staff. In addition,
compumationshasléodan alternate rate treatment were presented by
the uxility*bn'reqﬁest of the staff.

Reason for Proposed Schedule PA-E

" Counsel for Pacific statedgtﬁéz there was a series of
adverse cix:gums;ances since Novcm‘ber ’l952 when former Schedule P-12-8
%as superseaéﬁ by Schedule PA-1l, which caused the utility to file
Aﬁhe‘reducedfrate. The limifation on acreage and 'lower selling
price of cotton, as well as the: falling water’cablé;:have disrupted-
;;he econemic stabili’cy of a portion of the west side of the San *
3§équ1n Valley. When Pacific sought and obtazned increased rates
-from the Commmssion under Application No. 32589, Decision No. b7832
;on October 15, 1952, the provision for conjunct;ve billing under
former Schedule P-12-S ws nov included’in’Schedule PA-1. This *
resulted in an increase of some ‘23 per- “cent for the P-12-§ group
‘ogmgustomers compared to an average of about 18 per cent foz;éll
-éégféultural‘bower customers as a class. The proposed FA-G .schedule
’would limit this 1ncrease to about’ 22 per cent and, based on the
51953-1954 agricultural year, would have reduced the billing by
'$1A0 056 4010 of, ‘the 36 former P-lZ-S customers whose bills for
scrv:ce were zncreased more. than 22 per cent. The utilicy is
concernod over- the probable loss of return on its capital investment
~of roughly 20. mill;gn dollars to serve the area unless some conces-

sion is made to help retain the load.

Position of Customers

o One customer, representing the views of irrigapors of
some 400,000 acres, testificd that the arca needed assistance watil
a firm supply of pure water could be developed. Water levels in
the area are receding rapidly and are now down to the pbinz_where

the pumping 1ift is in the neighborhood of 500 feet. Water cost
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per aere foot has more than doubled since 19h8. Moreover, the

area can grow econommcally principally to cotton and barley. In
1953 the barley crop yielded $76.02 per acre and the energy fbr
pumplng eost wzl 57 per acre; the cotton erop ylelded $227 92 per
acre and the energy cost 847, 16 per acre. For 1955 he doubts
that the barley crop will break even after payzng the pumping plus
all of ohe other costs of production. The situatxon with regard
to cotton he esserted is not much better because of the sharply
reduced acreage allotmeut by the Department of Agriculture.

| This west-side group 1s seeking government and state
help toward an early completion of the proposed San Luis Pro;ect
which will’ supplv water from the Central Valley Project. With an
adequate souree of pure water, the group contends that more valuable
¢rops could be grown and the area could support a population two
or three times as great as the present population of 18 60 persons.‘
To tide the area over until a supplemental water supply is availa-
ble, the” group ms seeking every possible means of reducing costs
and expenses.

“'The other customer told of reductions being made by
princzpal supplzers 0 the area for such items as fertmlzzers,
fuels and insecticides. He supplied several exhibvits (Exhibits
Nos. 6 to lO inclusive) showing some statistics as o population,
business volume and erop value in the west-side area of Fresno
County. o

ln a preparcd statement Exhzbit Ne. 11, tho history of

Dowed s g

development of the area was recounted. Some 25 yeers ago westcrn

i) ;..

Fresno County and northern KingsACounty were an area of dry farming
and sheep grazzng. The land was fertile but there was a risk in
devolopment. It was about 200 feet to water After many failures,
the author states, it was found that with zncreased punping plant
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efficiency, reasonadble agricultural power rates and improved
farming methods, farming could be done successfully and'proficably.
During the development period, the landownmer, the farmer, the
pump'manufacturer, the finance company and the power company wbrkéd
together to solve the area’s problems. The west side of Fresno
County is recognized as ome of the most productive areas in the
nation; however, in spite of this productivity, the author states
that this area cannot,iong‘renain in cultivation if the area is
to continue to suffer {rom increased water costs due to the
falling water tables, high replacement cost of wells and inereased
power costs.

| During the period while other production costs were
increasing the majority of the farmers in the area were of the'
opinion that the utility was entitled to a reasonable iﬁcrease and,
therefore, did not appear in opposition during the rate case.
Eowever, thzs group did not realize that Schedule P-12-S was to be
withdrawn, which schedule was favorable both as to form and price.
to large agrigultural customers, énd was nore advantaggous 173
west=side operation‘than any other area. The plea of this group

is that it have a two-year period of rate inecreases limited tonot over “——

22 per cent while the supplemental water is being'developed‘and

during which time the area can adjust its economy to meet the prcacnt e

distress condi io.s.

e ——

Alternaue Rate Proposal

As an-alﬁernate to a revival of former Schedule P-12-S

witk a 22 per cent ;ncrease (which is the company s p"oposed

Schedule PA-8), the utility computed, at staff request the

effect of allowing conjunctive billing on Schedule P Pa-l.
Exhibit No. 4 dindicates that the 10 largest former P—12-S customers
would be decreased by {114,287 on a toval billing of 3 630 8ub “or '

the year 1953-1954. Such alternste propral,would also decrease the .

————
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bllliﬁg on the other 26 customers by $65, 702 on a total of

$2,011,777. The total decrease of $209, 989 resulting fraa the tezparary o
conjunctive billing feature on Schedule PA~1l is $69,933 greater

than the $140,056 decrease estimated for proposed Schedule PA-S.

Rate Level Justmfzcatlon t

" The utility. did not, atcempt to Justlfy thie change on
the basis of the revenue bexng\greater than the cost’ of rendering/'
the servige. Deczszon No.-h?832 indicated that the cost to render
agricultural _power service was substantially above the revenue,
which was one«reeso (why. agricultural power was increased 18.2 per
cent'as a class*cempareq:to an over-all increase of 15.9 per cent
£0F the systemzas-a whole in 1952. Applicant wrged the dahger of
the loss of the-business resulting from an increase of ioreiehan.
22 per cent. In fact the resultihg increase.was,greaeer‘thae the
utility's computations first indicated before it proposedethe rate
level for Schedule PA-l. The impact that has resulted from the
sharpﬁincreese is of major concern to the uziiity in‘holdiﬁg the -
lead{'

’Conclusion and Finding
277 "7 In deciding this metter it should be pointed out that Lt
is not “¢hstomary for the Commission to give special rate.treatment'e

to large customcrs in contrast to small customers unless the ,oad R oanantel

charecteristics so warrant. In addition to the cost fecpor,‘che
Cepm*ss;on recognizes the value of the service factor as well as
the Historical and .other facters that are pertinest when setting
rates.’ There is no question but that the historical development
of'%he;%esﬁ-side area was in pert due to the favorable agricultural
pumping rate under Schedule P-12-S. Also the comjunctive billing

feature assisted in the development by means of large-scale operators

On two other utility systems, that is, the Southern Califerhia'
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Edisen Company and Calmfbrn;a Electrie Power Company, where requests
have been made for elimznat;on of con;unctmve b‘lling, a two-year
period has been allowed for the customers to rearrange their
wirzng or adapt oheir operations to thc regular agricultural power
rates. Congunct;ve billing as a permanent rate ’oature is
discriminatory—/.and we de not look upon it with favor.

In the instant case we are of the opinion that it is not
famr to the other customers to change the rate level for just one
group that is hard-pressed by cnanges 1n the water table and the
economic conditions. Other customers and groups may be similarly
situated and equally as desef;meé of speczal consideration.
However, the record 1s c¢lear that the loss of the conjunctive
billing feature was in part responsible for the increase being in
excess of 22 per cent to certain larger customers. We do not find
that the compeny's proposed temporary Schedule PA-8 in the fofm
that it is filed is reasonable or equitable. We do, however,
conclude and find that it is reasonable to allow Pacific to extend,
if it so desires, the conjunctive billing feature applied to

Schedule PA-l1 for a two-year period to the former customers on

t——g e

Schedule P-12-$ who made use of such feature in their past operations. «—

The Commission having on its own motion suspended the
effective date of tariff Sheets Nos. 2501-Z t042503-E, inelusive,
filed under Advice No. 132-E oz Harch 17, 1955 by Pacific Gas and
Elec*ric Company, which sheets comprise a new, temporary and
closed Schedule PA-8, Agricultural Power; and having on its own
motion insvituted an 1nvestxga vion into the propriety and reasona-
bleness of said Schedule PA-8; a public hearing having been held;

the matter having been submitted and the Commission having found

I/-Decieion No. 50909 153 Cal. SUC 749,735) 195%-.
b




C-564L0 ET %

that Schedule PA~8 is unreasonable but that a temporary schedule L

e )

sinilar to Schedule PA-1 with a conjunctive billing feature is

reasonable; therefore, ‘
IT IS ORDERED as follows:

1. That the suspension of tarif{ Sheets Nos. 2501-E
to 2503-E, inclusive, covering Schedule PA-8,
Agricultural Power, be and it is hereby nade
permanent.

Pacific Gas and Electric Company, within ten days
after the effective date of this order, if it so
elects, may file, to be effective on motless than
five days' notice, a new, closed, temporary agricul-
tural power schedule of two years' duration
equivalent to Schedule Pa-l,with conjunctive billing
feature added, and designated as Schedule PA-&
applicable to those customers who were receiving
service under Schedule P-12-S as of November 9, 1952.

The effective date of this order shall be twenty days

‘after the date hereof. | 1
. 7,
/ Cated at San Francisco , California, this _ day

» 1955.
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Commissioners

y , '
Cozmmizaionor 2o Hardy __» boing
pecossarily absont, 4i¢ not participate
1n the dizpositlion of thiz proceeding.




