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Decision No. 52627 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application or ) 
PACIFIC GAS AND ELECTRIC COMPANY for an ) 
order of the Public Utilities Co~~ission ) 
ot the State or Californ~a granting and ) 
conferring upon applicant all nec~ssary ) 
permission and authority to carry out ) Application Noo 37591 
the terms and conditions ora written ) 
contract tor the sale of el~ctr1c power ) 
and energy by and between applicant and ) 
the CITY OF LODI, dated December 1, ) 
1955, (Exhibit "A" hereof). ) 

------------------------------) 

OPINION AND ORDER 

., 

By the above-entitled application, filed December 19, 

195$, Pacific Gas and Electric Company requests an order of the 

Co~~ission authorizing it to carry out the te~s and conditions 

or a contract, dated December 1, 1955, with the City of Lodi, 

wh1ch contract relates to the sale 'by Pacific and purchase 'by Lodi 

of all the electricity which will be required by Lodi tor its own 

use and for resale to its customers. A copy of said contract is 

attached to the application as Exhibit A. 

Prior to August 27, 1955, Pacific tur.nishod and supplied 

resale electric service to Lodi ~~der and in accordance with the 

terms and condit1ons of a written contract, dated September 21, 1949, 

which contract Pacific was authorized to carry out by DeCision 

No. 43430 , dated October 18, 1949, in Applicat10n NOe 3067$. Said 

prior contract eXpired on August 271 1955. 

The new eontract, to become efrect1ve and continue in 

force until the expiration of seven years from and after August 27, 
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1955, provides tor the application of Pacific's tiled Schedule R, 

R~sale S,ervice, to service :provided ther~under except as follows: 

J.. Tho J.B.~t ~ontonco or ~peclal condlt1on (b)" ot, '. 
Schedule R, entitled flD~mand~ ftIld re!err1D.g 'to" 
the so-called ratehet. 'elau.3e!l_ for comp'U'tati.on of 
demand charges 1~ not to apply. 

2~ The demand and energy' charges during tho first 
tbree years ot :the term ot the contract, called 
interim charges, shall be less than those provided 
tor in Schedule R but shall be increasod tor each 
ot the !,irst three years in accot"dance With the 
charges set forth in the contract'. . 

, , . 
D\ll'ing the t~urth and subsequent year 5 ot the term or 

the contract the rates, charges and cond1tions shall be those in 

accordance with Schedule R with the eX,ception that the ratchet 

clause pertaining to demand shall not apply. 

The rates to be paid by the city for electric energy to 

be furnished during the first three years of the contract term are 

as tollows: 

Demand Charge: 

F1rst $O'kw or less of max. demand 
Next 1$0 kw or max. demand, per kw 
Next 300 kw of max. demand, per kw 
Next $00 kw ot max. del'lland, per kw 
Next 1,000 kw of max. demand, per kw 
All excess kw or max. demand" per kw 

First 
Year 

$79.00 
1.58 
1~05 

.79 

.64 

.43 

Second Third 
Year Year 

Per Month-" h' 

$83.00 
1.65 

-1.10 
.83 
.68 
·4,5 

Energy Charge (to be added to the Demand Charge): 

First 1$0 kwhr per kw per month 
Next 1$0 kwbr per kw per month 
Allover 300 kwbr per kw per month 

Per kwh!' 

$0.0075 $0.0079 $0.0084 
.00$3 .0057 .0060 
.OO~ .?O~ . .0048 

Except that tor all energy furnished in excess, ot, :8,000,,000 
kwbr per month" the a'bove.rate~ shall be reduced·by 0.5 mill 
per kwhr. 

Minimum Charge: 

App11cable when 'maximum demand in the current month or in one or 
more ot the preceding 11 months has exceeded 25,000 kw - $1.40 per 
month. per kw 01' such maximum demand. 

-----

~ The ra~chet clause provides tr~t maximum demands in the 
preceding 11 months be taken into consideration in determining _____ 
demands for billing purposes. 

-2-



A-37591 OF 

Special cond1t1on3 relating to voltage discount, demand, 

~~d power ~actor are a:so included as part of the contract. 

The above rates differ from those embodied in the contract 

only to the extent of correcting certain typographical omiss5.ons 

by ins3rt1..~g "per month" a.nd "per kw" in the demand tabulation and 

'I1por kwbr" in the energy tabulation. Such. corrections are tor 

clarification only. 

Pacific states that the interim rates and charges clur1ng 

the first three years as set forth in the new contract were adopted 

to permit Lodi to make an orderly budgetary transition from the 

rates and charges under the prior contract to Schedule R rates and 

ch~ges (ratchet eliminated) nnd to allow tor an orderly adjustment 

of todi' s resale rates. The r€~tchet clause is not included in the 

present contract since the prior contract did not contain the 

ratchet clause provision. The inter~ rates and el~inat1on of 

the ratchet clause are the result of joint negotiations with 

Pacific by municipa1itiOs stmilarly served by PaCific and are 1n 

exchange tor seven-year term contracts which would assure the 

retention of the municiPalitiesllas customers, as a group, for that 

period of time. 

Co~parative revenues and average rates based on sales to 

Lodi tor the year 1954 are as follows: 

?rior Contract 
New Contract 
1st Year 
2nd Year 
?rd Year 
4th and subsequent years 

(Schedule R modified) 

Avera.ge Rate 
Revenues Mil1s!kwhr 

$254 .. 912 

275 .. 341. 
291,066 
308 .. 716 

322,892 

6.40 

6·91 
7·31 
7.75 

8.11 

Increase Over 
Prior Contr-act 

8.0% 
14 .. 2 
21.1 

26.7 
Pacif1c states that in order to provide tor the uniform 

app11cation .. through joint negot1ation, of the rates set torth in 

Lompoc .. Ukiah, Palo Alto, Lodi, Santa Clara, Healdsburg, Biggs, 
Ala~eda, Gridley. 
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Schedule R moc.itied to service supplied by Pacific to the muni,ci

pa11t1es, the rates, terms and conditions set forth in the new 

contract are identical to rates, terms and conditions contained 

in new contracts concurrently offered to and accepted by the other 

municipalities except as to (l) the ef1'ective date, (2) an addendum 

to each 01' said contracts providing for delivery conditions of a 

peculiarly local nature, and (3) the interim charges in the 

Bealdsburg, Lompoc and Ukiah contracts which are higher than the 

interfm charges in the other new contracts because said three cities 

have heretofore had higher. rates under previous contracts authorized 

by this Commission, all of which 3a1d new contra.'cts are presented 

to this Commission for its authorization concurrently herewith. 

The term 01' the contract is for a period of seven years 

1'rom and atter August 27, 1955 and shall continue thereafter from 

year to year, provided, however, that either party shall have the 

right to terminate the contra.ct at the expiration of either the, 

initial term or any subsequent contractual year by giving the other 

written notice to th.at effoct at. least twelve months prior to such 

termination date. The contract ~~rther provides that it, during 

the first three years of the contract, this Commission shall 

authorize an increase or Ilecrease in the rates or charges of 

Pacific's Schedule R, then Pacif1c shall be entitled to increase 

or decrease the 1nterim rates and charges concurrently and 

commensurately therewith. In the event that Pac1f1c exerc1ses 1ts 

r1ght to increase the interim rates and charges and should such· 

increase result in an increase in the net charges for service to 

the City, then the latter may terminate this contract by wr1tten 

notlce to Pacific w1thmJ20 days after the effective date of such 

increase, sald termination to be effective three years from the 

date of such notice. A similar right of terminat10n ex1sts during 
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the fourth and subsequent years of the contract it this Comm1ssion 

authorizes modifications or revisions of Schedule R resulting in 

an increase 1n the net charges to Lod1. 

The contraet provides that it shall at all times be subject 

to such changes or modifications by this COmmiSSion as it may from 

time to time direct in the exercise ot its jurisd1ction. 

Paeifie alleges that the eontract is fair, just and 

reasonable to the parties thereto; and tnat the furnish1ng and 

supplying of electric energy and service by Pacif1c to tod1 in 

accordance with the termz of the contract w1ll not const1tute a 

burden upon Pac1f1c's otner customers but w111 be of benefit and 

advantage to said other electric customers and to tae pub11c 

generally. 

Applicant also refers to this Commission's Decision 

No. 47832, dated October 15, 1952, in Application No. 32589, 

authorizing Paeific to increase its rates to Lodi through negot1a

tion, either by placing Lodi on applicable filed tariff rates 

wherever possible or by subm1tting a renegot1ated contract for 

approval by th1s COmmission. 

In granting the authorization herein requested, the 

Commission calls attention to its position as stated in recent 

decisions that, if 1t should appear in a rate proceeding that any 

losses are being incurred because of deliveries under th1s contract, 

such losses are not to be imposed on Pac1fic's other electric 

custome~~8 

Cogn~zanoe ~~ a~~o taken or the City's right to terminate 

the contract under c&rtQ~n cond~t~on5 when and 1r the rates and 

charges are Changed so as to increase net charges PQ1d by Lod1. 

App~~eant and tne c1ty are hereby put on notice that in any future 

rate proceeding this Commission will not be obl1gated to cons1der 
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the oppo~1tion of either party to any proposed changes in this 

contract predicated on the basi~ that a contract between the pa~t1es 

already exist~ as authorized by this COmmission. 

It bas heretofore been noted that the new contract omits 

from the applicable rate schedule a so-called ratchet clause~ Such 

a clause bas been 10 Pacific's resale and some of its power sOhedules 

tor many years. The authorization of this contract is not to be 

constru.ed as denying the appropriateness of such a clause. 

The Commission having considered the request of the 

applicant and being of the opinion that the application should be 

granted and that a public hearing is not necessary, therefore, 

IT IS HEREBY ORDERED that Pacific Gas and Electr1c Company 

be and it is authorized to carry out the terms and conditions of 

the written contract, dated Decembor 1; 1955, with the City of Lodi, 

and to render the serv1ce deSCribed therein under the terms, charges 

and conditions etated therein. 

IT IS FURTHER ORDERED that Pacific Gas and Electric 

Company shall file a statement, promptly after ter.m1nation, showing 

the date when said contract was ter~nated. 

The effective date of this order shall be twenty days 


