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OPINION 

By Decision (D.) 8.7-04-028, issued April 8,1987, the 
coxnxnission authorized Paei:fie Gas and Eleetrie Company (PG'&E) to' 

establish a new set of aqricultural rates to replace the then 
existing "PA" agricultural rates,. The new agricultural rates, the 
"AG" series,. were made available on an optional basis during'19s.7 .. 
Onder the decision all agricultural aecounts. on PA time-ot-use 
(TOO',) rate schedules are required to transfer to- an AG rate., 
schedule by Hay 1" 1988. Ail other agricultural accounts a:ce 
required to transter to an AG rate' schedule by NovelDber 1, 1988:. 

'l'here is mounting concern that the AG rates authorized in 
1).87-04-028 will'signiticantly' increase, the electric b-ills 
associated with many low load":'faetor agricUltural accounts.. In 
addition, some customers with many otthese low' load-factor, 
accounts will have no incentive to move to a TOt] rate under the new 
rate structure. 

In order to mitigate the significant eftects ot the new 
agricultural rate strueture on these customers,. and in particular:· 

, , I 

to make TOU rate .options available to as many ot them as possi]:)le~ 
this decision grants PG&E.authOrity to' modify the rate st.l:'\::eture. by . 
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~ equalizing the ~emanQ charges for the AG-l, AG-R, AG-V, and AG-4 
rate schedules. 

~ 

~ 

~he commission notes that the granting of PG&E's request 
is not intended to and does not signal a lessening of the 
Commission's desire to move toward cost of service based rates. It 
does, however, reflect the commission's concern that PG&E should 
move toward those cost based rates in a manner which is as fair and 
equitable as possible to all of PG&E's agricultural customers. 
Also, it reflects Commission poliey 01' making viable .~OU options 
available: to the widest possible range of customers. 
Procedural SYPMry 

PG&E filed this application on March 17, 1938, requestinq 
ex parte, expedited trea:tment of its proposal to modify the 
aqricultural rates adopted by the commission in 0.8-7-04-02'8_. On 
March 250, 1988,. Division of Ratepayer Advoeates (ORA) protested 
PG&E's proposed rate ehanqes and' request tor ex parte tre~tm(Ult ~' 
its application.. A one-~ay evidentIary hearing was held in san 
Francisco on April 8:, 1988.. PG&E, the California Farm Bureau 
Federation (Farm Bureau), the Association of California Water 
Agencies (ACWA), DRA. and several· of PG&E' s agricultural· customers. 
paX'tieipated< in the evidentiary hearinq. The proceedinq was 
submitted upon filing of concurrent brie1'son April l4, 198~. 

, , 
, I 

The current aqricul tural rate design was originally 
addressed in PG&E's Test Year. 1987.rate case· proceeding in the. 
summer of 1986,. when the Commission, adopted cost-based rates as. its 
policy. An additional hearing was held:on January 22, 1987; to 
consider a stipulation by the parties, .includinq PG&E,' DRA, and the .. 
Farm Bureau, to the aqricultural ~OtT. rate structure. Althoughnot 
a party to tbatstipulation,. ACWA made an, appearance at the 
hearing. On April 8, 19'87, the Commission by D,.87-04-028 adopted. . 
the current .AG rate sehec!ul,e, lD.odifying the stipulation in order' to 
mitiqate customer bill'impactsandto:tacilitate the transition to: 
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~ cost-cased rates. That decision provided agricultural customers 
with a 12-month transition period from PA-TOU rate schedules to AG 
rate schedules, and required all non-TOU agricultural accounts to 
elect a TOU schedule by November 1, 1988, or default to AG-l. The 
12-month transition period for PA-TOU accounts expires May 1, 1988. 

• 

• 

However, concern was raised that under the AG rates many 
low load-factor accounts would be receiving significant bill 
increases. Also raised was the concern that because of the higher 
demand charges associated, with the AGTOU rate schedules the 
customers having many of these low, load-factor accounts will be 

unable to take advantage of TOU rates. Many of these customers 
have made significant investments-within the last several years in , 
order to take advantage of the earlier PA TOU rates. With no 
incentive to stay on a TOU rate under the AG rate schedules, these:, 
Customers will have no way to recover the capital investments they' , 

I' I, . 

have made. 
In 0.88-0l-0l6,' in PG&E's 1987 Energy Cost Adj,ustment 

Clause proceeding eEOC) issued on January 13" 19S5:, the Commission 
ordered that issues relating to the implementation of' theAG rates, 
be considered in, a workshop prior to- their implementation. The 
workshop was held on March 8, 1988. 

Before the workshop, on February 18". March 1,. and. ' 
March 3, PG«E and the commission conducted three public meetings in .' . . 
Woodland, Fresno,. and Red Bluff, respectively. The purpose of the" 
meetings WAS. to explain the, rationale behind the new AG ra.tes,. and, 

, ' 

to. solicit com:ments fromaqricul tural customers concernin9 the. AG' 
rates. The concerns described above were voiced at each o~ the 
three meetings-

At the March 8' works~op;, PG&E presented the rate proposal 
described in' this appl'ica.tion as a response to- the concerns raised: 
by the agricultural customers. in the public meetings and elsewhere .. 

- ~ -



'. 

• 

• 

A.88-03-038 ALJ/BDP/rsr * 

ESZiE's Positi..9n 
Takinq the comments from the public meetinqs~ PG&E 

developed a proposed adjustment to· the AG rate schedules. The key 
to the PG&E proposal is the equalization of the demand charqes on 
the TOO schedules AG-R, AG-V, and AG-4 with the de~and charqes on 
the flat-energy-rate schedule AG-l. 

PG&E notes that as currently authorized, the demand 
charges on AG-R, AG-V, and AG-4 are approximately twice the demand 
charges on AG-l. (~or example, the demand charge for the A series 
AG-R, AG-V~ andAG-4 schedule is $2.65- per kW-month, while the A 
series AG-1 demand charge is $1 .. 30 per kW-month .. ) Accordinqto 
PG&E,. this difference is. a major disincentive to- the use of the TOt)''' 
rates, especially tor low load. factor accounts. The savinqs a low: 
load factor account realizes trom the lower off-peak energy rate 
would not, i~ many cases, offset the higher demand charge. 

PG&E contends that equalizinq the demandcharqes removes 
this disincant! va. It an account is able to shift load into the 
off-peak periods under one of the three' schedules (AG-R~ AG-V,. .or, ...I ;'." 
AG-4), then it can take advantaqe of a TOO" rate.. It is. ilDportant 
to note~ however, that there is a meter charge contained in A~V, 
AG-R, and AG-4 which is. not contained in AG-1.. Because of this" 
PG&E believes that the very lowest load tactor accounts may be" 
better otf on AG-1 even if their load can be shifted ott-peak. 
Aqricul tural accounts will still see monthly demand charge 
increases from 60¢ (or in some cases ,even O¢I per kW) to $1 .. 30 pe:r:.' 
kW. 

PG&E proposes to adjust the enerqyrates under AG-R" 
AG-V, and AG-4, in. order to help insure that the overall rate 
adjustment is revenue neutral. The 'differential· between on-peak 
and off-peak prices is. also increased'relative to the differential 

'. II 

in the currently authorizec:lAG rates_ The methodoloqy used to 
develop the differentials is a standard one • 
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PG&E also proposes to make a minor modification to the 
meter charges on schedules AG-RA and AG-RB. The charges would De 

reduced from their present levels of $11.30 (AG-RA) and $8.40 (AG­
RB) to $7.00 and $6.00, respectively. 'l'he proposed levels are the 
same as those for the AG-V and AG-4 charges~ and reflect the fact 
that the same type of meter can be used for all three schedules. 
Because no customers have yet elected service on AG-RA or AG-RB, no 
refunds are necessary. 

PG&E urges that its proposal ~e acted on promptly_ 
Because of the May 1 and Novem,t,er 1, 1988 deadlines, PG&E submits 

. , 

that additional delay, with its associated uncertainty, should not 
De imposed on the agricultural class. 

In order to allow PG&E time to inform 4grieul tural 
customers of modifications to the AG rate sChedules before any 
changes are implemented and to place their aqricul tural accounts on; 
the AG schedules they choose, PG&E requests that the changes to. the, 
AG rates be made effective 45 days after the effective date of the' 

Commission's decision. 
DBA's..Pos:i$iOD 

ORA strongly opposes PG&E's proposal for a number of 
reasons. First,. ORA-contends that no- change is needed at this 
time. ORA believes that all aqricultural customers have already 
had ample time to adjust to, the AG rate schedules. ORA-notes that, 
the rate schedules in dispute were adopted ,one year ago by 
0.87-04-03S after a full evidentiary hearing_ The very concerns 
raised in the present proceeding, were raised and addressed' in 
0.87-04-028. Al thouqh many customers have. stayed on the PA-'rOO' 
rates, ORA contends that they'have had clear notice that the PA-TOO' 
rates would terminate' on May 1,1988-. , 

second,. ORA objects to'the hurried manner in,which PG&:E' 
is attempting ~o' radically mociify tllecommission-adopted AG rate" 
schedules. ORA argues that PG&E now. seeles to undo, based on a very· 
sketchy record,. what was accomplished· in its: Test Year 1987 general 
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rate case and subsequent decisions. ORA contends that it has not 
had sufficient time in which to adequately analyze PG&E's proposal; 
nor did the one-day hearing held on nine days' notice provide 
sufficient time to develop a compl~te record on which t~ base a 
decision to retreat from the Commission-adopted agricultural rate 
schedules. 

Further, according to ORA, there is no urgency which 
requires the Commission to modify the rates on an expedited basis. 
ORA argues that since few agricultural accounts will be affected by 
the implementation of the commission-adopted rates until November 
1988 when the PA-l rates will be terminated, customers simply will 
net move to the new rate schedules until absolutely necessary. 
Thus ORA contends that consolidation of this application with 
PG&E's J.988 ECAC'application, as contemplated by O.8a:-Ol~Ol6., will 
provide an appropriate and 'timely fO:rulXl,te> address the concerns of, 
agricultural customers. 

ORA-takes exception to.PG&E's contention that the 
cemmissien-adepted,agricultural rates sheuld be changed because 
they will increase ,the bills of, lew-load factor accounts, and 
because the custemers with lew~lead factor accounts will have ne> 
incentive to switch tOo TOO" rate schedules; and, to PG&E's purperted: 
selution to thispreblem, by slashing demand charges for TOU 
schedules by hal!.. Accordinq tOo ORA,: the evidentiary' recerd does 
not support a conclusien thatPG&,E'S proposal will achieve any of , 
the qoals it purports to address. 

Although' ORA recemmel'lds. ,that action on PG&E's application' 
be deferred to the ECAC, in the event the Commission decides it 
must act immediately in respense to the concerns raised in this 
applicatien, ORA has effered an alternative preposal. ORA's 
alternative, rather than providing an across-the-board slashing: of 
'1'0'0' demand charges,' effers agricultural custemers a teurthTO'O' 
eption from. which te·choose~ Accordinq,to DRA, its·preposal 
preserves the meveteward cest-based.rates. 
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Lastly, ORA submits that if the Commission decides to 
adopt either ORA's alternative proposal or PG&E's proposal, a 
balancing account should be implemented to track any 
undercollection trom the agricultural class. ORA contends that, as 
PG&E's own analysis of the potential response t~ its proposal 
indicates, adoption of the proposal could result in a significant 
revenue undercolleetion. ORA believes a tracking account is 
necessary t~ protect other customer classes from this potential 
shorttall. 
Position of PAm BUreau 

Farm Bureau believes that: the PG&Eproposal of setting 
demand charges for TOO' schedules equal t~ demand charges for flat 
schedules will create an economical TOO schedule tor almost every 
agricultural customer. Also" Farm. Bureau notes that. PG&E~s'request, 
provides a revenue-neutral chan~ein the rates which will, permit 
the utility to retain load shifting ,whiCh has occurred. 
Accordingly, Farm Bureau fully supports PG&E's application. 

Farm Bureau points outPG&E,Seeks t~ adjust only a small 
portion of its schedules for its agricultural customers. 
Specifieally~ PG&E' requests authority to adj.ust only Schedules Ac;.;.·, 
4, R, and V. No change is requested to AG-1, 5, 6,. or any PA­

designated agricultural scheduie. 
Farm Bureau complet~ly opposes the ORA position-

According to Farm Bureau, the alternative ORA rate proposal ignores 
all potential TOO' customers wh~ cannot, tit within the. stanclard ':1 

TOO' rate structure comprised of, & ,hours on-peak and 1& hours. ,off-' 
peak Monday through Friday. Further, Farm. Bureau argues' that ORA"s.:;. 
alternative is blind' to, theunder-3S-horsepower agricultural 
customers. Accordinq'to Farm Bureau, DRA's. proposal, which sets' .' 
off-peak energy prices :tor un<1,er-35-horsepower;:.eustomers::at .• 0724'5 
cents,> does not create the proper relationship between off-peak and 
flat-ratecha:rges to' cause a shi:ttof us.aqe,trom flat rate to off­
peak. Farm Bureau contends that· ORA.'s proposal, if accepted,. will·" 
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have the opposite effect ot moving existing under-35-horsepower 
agricultural customers from off-peak usage to- flat rates. Sim.ply 
put, Farm Bureau Delieves that ORA'~ proposal will do- more harm 

than qood for the under-35-horsepower customer. 
According to Farm Bureau what is wrong with presently 

authorized agricultural rates is the stee~ increase in the demand 
charge to- $2.60 or above on TOO rate schedules. This creates a 
noneconomic situation for most agricultural customers and the 
majority o.f aqricultural customers will find that their most 
economical schedule will be a flat rate schedule. 

Farm Bureau states that the recent workshops conducted by 
the Commission and PG&E, as well as reports ,Farm Bureau has 
received from its mellll::>ers, support the conclusion that the vast 
majority o.f agricultural customers now taking service under TOO 
schedules will.no longer rel'1\ain onthesesched.ules it PG&:e's 
proposal is denied. Farm Bureau argues that the denial of PG&E's 

application will create an immediate and dramatic. movement from 
off-peak usage to on-peak usage· for the agrieul tural class... Farm 

Bureau argues that sueh movement fliesdir~c:tlY in the face of 
Commission policy on load· shifting. Further, it creates an 
additional later-felt detriment to the agricultural class of a 
higher allocation of fixed costs. 

Farm Bureau points' out that PG&E has stated that approval 
of its proposal' will make AG-4, R, and V the mosteeonomieal rate 

.. 
schedUles for ,an add.itional 24,564aqrieultural customers. :Farm, 
Bureau believes. the number is even higher., Whichever estimate"is 
correct, Farm Bureau argues that,. the . approval of PG&E'sproposal· 
will have an effect of creating' ad.ditionalload shiftinq by the-' 
agricultural class for the bene:!itof all ratepayers. 

Foarxn Bltteau states that many of the present '1'00' 

agrieul tural customers have· spent a· siqnifieant amount of 
additional eapital,to'changetheir.irrigatio:npracticesto.allow 
them to accept TOU rates •... These changes. were made at the request· . 
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and promotion of the schedules ~y the Commission and PG&E. Many 
customers made significant changes ~ased upon pay-~ack periods 
which will no longer exist if'PG&E's proposal is not approved. 
According to Farm Bureau these particular customers will be hurt 
twofold. First, they will not ~e able to recapture the capital 
investment they have made. Then,. secondly, and pro~ably more 
importantly, they will continue to be hurt ~ecause the new 
facilities they have put in service, which are significantly larscr 
than their original facilities, now use less time to. spread the 
same amount of water. This higher kW demand with the same kWh was 
necessary under previous TOO rates, but now is, detrimental ,because 
it is directly contrary to. the Commission"s·position of the more 
you use, the cheaper it is. Therefore, Farm. Bureau argues that on 
the :basis of :fairness and. equity alone,. PG&E's proposal should be 

adopted. 
Farm Bureau notes that Public'O'tilities (PU')'Code § ,744 

requires electrie utility companies to provide, in addition to 
their regular service ~ optional off-peak service, including' TOtr " 
rates, to any agricultural producer. The TOO rate shall be 

composed of a two-part time-differentiated. schedule consisting of 
on and off-peak rates .. ,The rate for the service shall be at an 
appropriate discount from the system average rate' ~ut' shall not be" 

less than the cost of furnishing the service .. 
According to Farm. Bureau the intent of PU Code § 744 Was' 

to create a two-part TOO rate that would be a viable economie 
alternative ror each and every agricultural customer. The' present, 
authorized 1'OU rates tor agriculture d.o not comply with the ,intent; 
of PO Code § 744.. Onder 'the present authol:'ized AG rate schedules 
there is no viable TOO rate option for lower' consUlDption 
agricultural customers. As, the rates. presently stand,. ,only 
customers who, have si9Dificant load factors will find the menu of' ' 
TOO rate schedUles as possiD-le options forservice~ However, the , 
approval and blplementation of PG&E's proposal will create'a vi~le 
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economic alternative for each and every agrieultural customer on 
the PG&E system as outlined above. Farm Bureau contends that 
anything less, including ORA's alternative proposal, falls short of 
the intent of PU Code §. 744. 

Farm Bureau argues that PG&E's proposal is not a retreat 
from cost-based rates. Farm Bureau notes that PG&E's proposal 
carries a floor of $1.30 per kW of connected load for the demand 
cost. According to Farm Bureau this is a signiticant movement 
towards cost-based rates. Presently, demand charges range from 
zero to 60¢/kW. The movement ot demandcharqes to.·a minimum of 
$1.30 is a movement of at least 100 percent towards cost-~ased 
rates. While it is true that the movement. would not be as great as 
under the authorized rates,. Farm. Bureau believes that PG&E's 
proposal is still a very significant step towards cost-baseel rates. 

with regarel to ORA's alternative rate proposal,. Farm 
Bureau sUbmits that it falls short of the refinement necessary •. 
According to Farm Bureau, ORA's proposal is siml>ly a little bit 
less than one-third of PG&E's proposal. It is a new TOtT sched.ule 
which looks like AG-4 as proposeel ~y PG&E.. However," one" major 

. " 

difference between PG&E and DRA's. proposal is that the PG&E off-

peak to. on-peak differential is set at tour to. one ratio., where 
ORA's is not.. ORA's proposal sets the eff-peak energy price so. 
close to. the flat rate that ORA's alternative is not attractive to. 
any uneler-35-horsepower agricultural customer. 

Further, Farm Bureau argues that. ORA's proposal gives no.' 
consieleration to. agricultural customers who. 'would take service 

" . 
either on a split week or less than six hour peak.. Farm, Bureau 
contends that for these customers' there is no. relief whatsoever,. 
anel as such there is no viable economic alternative.. Farm, Bureau 
notes that ~'s witness,. under cross-examination., stated that. it 
was his bel jer that under DRA' s.' proposal customers who. would have 
taken servic:e under. PG&E's.. AG~R and V proposais could- shift their. 
load and.: take service uneler ORA's alternative proposal. Farm 
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Bureau contends that this analysis is wrong and contrary to ORA's 
position in PG&E's last general rate case. According to Farm 
Bureau, customers who would take service under an AG-R schedule are 
doing so because they cannot fit within the standard 6 hours on­
peak and l8 hours off-peak structure. These customers need long 
irrigation sets which AG-R provides them. And these customers need 
to irrigate continuously tor more than one day at a time. 
Therefore, according to Farm Bureau, if AG~R as proposed by PG&E is 
not available, there is no way these- customers could accept service 
under ORA's alternative. The same reasoning holds true according 
to Farm Bureau for customers who would accept service under PG&E~s 
AG-V proposal. 

Farm Bureau contends thAt inPG&E's last general rate 
ease as well as in Southern:'California Edison Company's (Edison) 
last general rate ease, DRA testified that it was necessary to have 
a menu of '1'011 options because of: the.diversity of agriculture. 
Now, accordinq to Farm Bureau, DRA seelcs to constrain the menu of 
options without any valid, reason ••. Since DRA.'s proposal. in this _, 
proceeding has the' potential of helping only agricultural customers 
who would accept a standardTOU rate and'are over-3S-horsepower, 

'. ..'. . I 

Farm. Bureau argues that ORA's proposal should be rejeetec:l, since it,,' 

will do little or nothing to create any viable TOO' options. 
Turning to' ORA's contention, that> there would: be a revenue~. 

shortfall it' PG&E's applicat.ion' is' accepted, Farm Bureau notes that:, 
PG&E has testified that 'no revenu~ shortfall' will develop. Farm " 
Bureau argues. that not. only will a revenue' shortfall not develop-, 
em over-collection is almost a certainty. Farm: Bureau submits that 
it is quite clear from recent weather patterns that agri~ltural. 
pumping will 'be at. a high this' year ~ Winter ,sales are far. above 
normal with lI8Jly agricultural' customers starting irriqation as 
early as tbIt beginning of March- A quick survey of Farm Bureau 
m~ml:>ers has f'ound that .many otthemhave begun their irrigation 
sooner and axe· runninq the' pumps.' longer, creating unexpected sales 
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in the off-peak and winter-season for PG&E. Farm Bureau points out 
that such unexpected sales will be to the benefit of the utility. 

FUrther, Farm Bureau argues that whether PG&E's 
application is approved or not, all existing customers wh~ are on 
PA-1 will remain on this schedule until November 1, 1988. The 
reason that these individuals will not shift, even'if PG&E's 
application is approved, is because it is cheaper tor them to 
remain on PA-1 than move t~ a TOU rate schedule. Therefore, Farm 
Bureau contends that there will not be a mass exodus from the PA 
rates, causing a revenue shorttall. , 

Farm Bureau subm.its that DRA's contention that once the 
new rates are implemented PG&E may under-collect is without merit.' 
Farm. Bureau agrees that any time a new rate structure is put into , 
place, there is the potential it'may under collect. Farm. Bureau 
points out that rate sehedules are based on historical data with' ", 
future projections. It is an accepted tact that future projections' 
do not exactly equal actual sales. Therefore, Farm Bureau arg:ues 
that the potential for undercollection is not unusual and should 
not be cause tor special concern. 

Lastly,. Farm.' Bureau, states that during the com.ml:ssion: 
meetings held throughout the PG&E area, at the technical workshops 
which followed, and' at the hearing on this application, it has 
become clear that allot agriculture--small, medium, and 
large--support the PG&E application. 

Position 0' ACWA 
ACWA supports PG&E's application without modification and 

urges expedited consideration and adoption by the commission. 
According to ACWA, 1988' surtacewater supply conditions are some 65 ' 
percent below average, thus virtually assurinq, PG&E ot ' 

, " '. " 

significantly big-her than' average year sales. Accord'inqly, ACW1>.., ' 
argues that, DO separate balancing' acc~unt treatment tor the-
agricultural class is warranted • ACWA submits that there is an, 

12 .. ,' 
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equal likelihood that PG&E will collect too, much revenue rather 
than too little. 

ACWA contends that from the customer's perspective the 
major barrier to implementing cost effective conservation and load 
management (C&LM) programs is the demand structure and rates in the 
present rate design. ACWA notes that the Commission's expectation 
is that farmers use conservation and load management to mitigate 
increases in energy costs. Onder the AG rate structure PG&E is 
proposing to replace, the most farmers could hope to. achieve was to 
offset 3.6 percent of their energy costs through C&LM. PG&E's 
proposal will give farmers the opportunity to mitigate u~ to 10 
percent of their energy cost. increases, but only if they shift load:, 
from their current usage patterns. 

According to. ACWA, the urc;ency for the commission to. act .' 
favorably upon PG.&E's application is evident since most farmers 
currently on PA-TOU rates would lose all incentives to. maintain 
their load shift' under current, AG rates. ACWA believes that prompt: 
conunissionaetion will permit farmers to choose,cost-effeetive 
C&L.~/TOU options tor the maj ority of their pumping this year. 
Also, ACWA points out that many more farmers' will be able to 
respond effectively when asked by: .PG&E'tochoose an' AG rate to 
replace their current PA rate pl:'ior to ,November. 

ACNA therefore concludes that 1) the AG rate structure 
changes proposed by'PG&E are' needed to broaden. the opportunity for 
farmers to take steps to control their ever-increasing, energy 
costs, 2) :o:om' a farmer's perspectivePG&E"s proposed AG rates are 
much mOJ;e useful and amenable to C&LX measures, , and . J.) no other 
PG&E custa..er classes' rates will be increased due to-the revenue­
neutral natm:e- o.f the proposed rate' structure change and the likely 
increase iDagricultural'class revenues forPG&E due to. drought 
conditions.. 

XD summary,. it is ACWA's position that. PG&E's rate 

proposal is revenue-neutral and will disadvantage no ether PG&E 
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4It customers. Farmers would be sorely disadvantaqed and limited it 
PG&E's proposed rates are not authorized by the commisson. 
Disussion 

4It 

4It 

We will not repeat all the arquments ef the parties but 
will simply cenclude that, based on the comments received at the 
public meetinqs and at the werksho~, the rate desiqn adopted in 
0.87-04-028 has a severe impact on the low load-factor accounts. 
There is evidence to· support a findinq that in our desire to 
achieve cost-based rates, we have inadvertently caused a situatien 
whereby a siqnificant nUlDber of smaller aqricul tural customers, 
some ef whom :may have made major investments en equipment in order 
to shift load and benefit from '1'OU rates, will have no alternative 
but tOo shift to non-'1'Ol] rates by November 1, 1988:. 

The Commission's. policy is. to;make '1'00' rates available to 
as zany custozers as possible, consistent with our qoal ef' 
achievinq cost-of-service based rates for all classes. 
Nevertheless, such movement to cost-based rates must be, 

accomplished with the least possible hardship. And since it will 
be counterproductive to have, eustomers, now ,on TOU schedules to 
abandon '1'0'0' schedules when the new schedules come' into full torce 
on November 1." 1.99.S, we conclude that ,some adjustment to certain 
schedules is necessary. 

As discussed above, PG&E -and.'" ORA. have ottered. rate 
proposals. Between the two· proposasls, we conclude ,that the PG&E' 
proposal better addresses the concerns raised.. ' The PG&E proposal ' 
makes a viable TOU option available t~more customers. 
Specifically it makes, a viable-'TOO' option available to customers 
whose usage patterns are :best-suited to theAG-V or AG-R:. rate 
schedules. DRA's option, aside ~ro1ll the~ac:t ,that it introduces. 
two more agricultural rates, attords a TOO', option only tc> those . 
customers who: can adapt their' u5age'patterns: to.. theAG-4 schedule •. 

, ' ,. ,. I I 

It addresses those accounts. which can avoid-, the ,on-peak periOd on a. 
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daily basis, but it does not address the needs ot the AG-V and AG-R 
customers .. 

With regard to DRA's recommendation that this matter be 
delayed to PG&E's 1988 ECAC proceeding, we conclude that the 
concerns raised in the February and March 1988 public meetings need 
tOo be addressed timely. The uncertainty surrounding AG rates 
should be laid tOo rest as quickly as possible and should not be 
allowed to tester until the Commission issues a decision in PG&E's 
1988 ECAC proceeding in the fall, after the current growing season .. 
By approving PG&E's. proposal now, the Commission is taking a timely 
and practical step in addressing the concerns 'ot the' aqricultural 
community and at the same time making pr09'ress towards cost-Oot­
service based. rates .. 

We now turn tOoDRA's recommendationthatbalaneinq 
account treatment should be introduced... PG&E's testilnony is that ' 
the proposed rates. aredesiqned tOo be'revenue neutral. using, 
standard ratelDaking procedures.. As noted. by the parties,j.ust as 
there is a possi):)ility ,of undercollection, there is also- support 
for a conclusion that there will be an overcollection. 

We are generally reluctant to. establish balaneing " . . , 

accounts unless there is good. cause.. However, we. are relDinc1ed. that. 

this proceeding was a limited review ofPG&E':s aqricul tural rates" 
and it was handled on an, expedited. basis at the behest of the 
aqriculturalcustomers •. Therefore, we would be derelict-in our' 
duty it we did, not provide safeguards to ensure that rates to all 
customers are not increased,. it there is·.an·undercollection. 
The tact that this year is a dry year; ,with increased sales, does 
not necessarily protect . the qeneral·· body of ratepay~rs .from. the 
eftects_ of nontest year c:banges in elements' suehas delDaXld c:harqes: . 
in a . particular rate schedule. Therefore,beca.use of the 
ci:r:c:u:mstances surroundin9' this proceed.inq,. we' conclude that a 
tracking account should. be- established~ 
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PG&E bas requested. that there be 4.5- days before the PA 
TOU schedule termination and. consequent movement to the AG 

schedules. According to PG&E the 4S-day period is necessary to 
allow (1) PG&E to remind PA-Tou customers of the termination,. (2) 

the customers to tell PG&E on which AG scbedules to place their 
accounts, and (3) PG&E to reprogram meters, as necessary, in 
response to the customers' choices. PG&E's request is reasonable 
and should be granted .. 
Proposed Decision of the 
,MministrAtiye Lay Judqe (AIJ). . 

comments on'the A!.J's proposed Clecision were received 
from PG&E, ORA,. Farm. Bureau,. ACWA,. and Industrial Users. 

All parties addressed the ALJrecommendation tor a one­
way balancing account." Farm Bureau and"ACWA strongly opposed the 
proposal. ORA and Industrial users strongly ~upported the. 
proposal. PG&E,. while not, in tavor of ~e' proposal,. recommended 
that if the Commission decided that a class-specific traCking 
account was appropriate,. then this' shoul.d beac:complished through a 
memorandum account rather than a balancinq ,account .. 

We are not persuaded by the 'arguments opposing the' 
introcluetion of a trackinq. account. If" as PG&E,. Farm. BUreau, and j. 
ACWA contend an overcolleetion is virtually certain, they. should 
have no fear about establishing atrackinq account. And as oRA..and . , 

" 

Industrial Users point out,. there should be sateguards in place 
given the expedited nature of this, ~rOeeediDq. Rather than: a. one-· 
way balancinq'accountas proposed by the AI;J,. we wi~l provide.·for'a,· 
memorandum account. As, pointed out· by PG&E,: a memorandum account·: 
will be easier to administer and will achieve tbesameresult. 
'l'his will ensure that the other customer classes do. notsu'f'fer any', 

burden due to undercollection,. however unlikely,. as A' resultot the 
rate design adopted in.this'decision_· 
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Findings of Fact 
1. A major agricultural rate ehange was ordered by 

0.87-04-028 and PG&E's customers are required to make a choiee by 
November 1, 1988. 

2. ~he AG rates authorized in 0.87-04-028 for AG-R, AG-V, 
and AG-4 need to be modified because they contain significant 
disincentives which could cause low load factor customers to 
abandon ~OU rates when they are forced to, make a rate change on 
November l, 1988. 

~. PG&E and ORA submitted separate rate proposals in, 
response to the concerns raised at the pUblic', meetings .. 

4. PG&E's rate proposal was'presented at the March 8 
workshop and parties had reasonable time to study it prior to the 
one-day hearing on April 8, 1988. 

S. PG&E's proposal better responds to the concerns raiSed at 
the public meetings. First" equalizinq demand charqes between the:' 
TOO' and the non-~OU schedules removes all disincentives to the 
selection of a TOO' rate, except for the cost-based. meter charge alld., 

a customer's own ability to- shift load. from the on..;peak period.. 
second" the tour-to-one difterential between" the sUlDXIler on-peak and 
off-peak enerqy rates ensures that 'customers have an incentive ,to': 
remain on a '1'00' schedule, allowing cUstomers who have invested in : 
equipment to take aClvantaqe'o-r 'l'Oti rates to- recapture their 

investment .. , 
&. Since this proeeedinqwas a limited reviewot PG&E"s 

aqricul tural rates and" was handled on an expedited basis at, the 
behest of PG&E's agricultural customers, it'is reasonable to: 
establish a traelti.ng account"for' PG&E's aqri.cultural revenues 
followinq implementation of the rates authorized by this decision.' 

• ' , ' • I 

to ensure that rates to all, customers, are not increased· ifthe:e is 
an undercollection. 

7. A 45-:day implementation period is." needed bef'orethe (014) 

PA TOU schedule termination and movement to; the (new) AG schedUles. , 
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S. There is need tor expedited treatment of this application 
so that PG&E's agricultural customers can make informed choices 
before the November 1, 1988 deadline. 
COnclusions of Law 

1. PG&E's rate proposal as set forth in Appendix B should be 

adopted. 
2. PU Code § 311(d) provides that with regard to- proposed 

decisions prepared by the ALJ the parties may waive or shorten the 
30-day review period by stipulation of all parties. In accord with, 
the agreement reached at the April 8 bearing' and in the interest ot 
resolving PG&E's application as quickly as possiblC', a lO-day 
comment period for the 'Ali]'s. proposed decision is reasonable. 

OR.DE R: 

r.r IS ORDERED that: 
1. Comments on the: Administrative Law Judqe's proposed 

decision shall be filed no', later than 10 days after the date of its 
:mailing to the parties. There shall be no, reply 'comments. 

2. Pacific Gas and Electric Company' (PG&E) is authorized to· 
file with this commission on or after the effective date of this 
order, revised tariff schedules for electric rates which are'in 
accordance with this decision .. 

3. The revised tariff, schedules shall become effective no 
earlier than 4.5 days 'after the effective date of'this order', and 
shall comply with General Order 96~A. The tariffs shall apply to', 
service rendered on or after theireftective date .. 

4.. PC&!: shall' establish a 'memorandum account for the purpose 
of tracking the differeneebetween authorized,revenue for the 
aqrieul tural class and' actual 'revenue.. The memorandum, aecount 
shall commence from the date that tbe~ ra~esauthorized by this 

- lS -



• 

• 

A.88-03-038 ALJ/BDP/rsr 

decision are implemented. It shall terminate when the Commission 
next adopts a new revenue allocation for PG&E. 

5. The reference revenue used to determine the monthly 
entries to the memorandum account will be the agricultural revenue 
allocation adopted in 0 .. 87-12-068. The monthly estimates. will be 

determined by allocating the annual revenue requirement to specific 
months based on monthly percentages from the agricultural sales 
forecast adopted in PG&E's last Energy cost A<1juS'bnent Clause ease. 

6. Any shortfall in revenue as recorded shall be recovered 
from the agriculturalclass'at the"time of· termination of" the 
memorandum account.. The amount of this. shortfall will be 

subtracted from. the revenue allocated to all other customer 
classes. Any overcollection as recorded in the memorandum account 
shall ~ disregarded for purposes ~f revenue allocation, since it 
will already have been captured in the Electric Revenue- Adjustment; " 
Mechanism. balance .. 

7..PG&E is authorized to increase the rates set forth in 
Appendix:a to reflect any revenue increase related to-Diablo canyon" 
Power Plant in A .. 84-06-014,whieh. is being concurrently considered 
by the Commission. 

S. Thisproceedinq is closed. 
This order isetfeetive today .. 
Oated ___ M_AY_l_l_19_8_8_: __ , at san Francisco, california. .. " 
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APPENDIX A 

List of Appearances 

Applicant: Mark R, Huffman, Attorney at LaW,. for Pacific Gas and. 
Electric Company. 

Interested parties: William F, Borror,. for califor.lia State Board 
of Food. and Agriculture~ Daryl Brun, for Blue Diamond Growers: 
Downey f Brand·,. SeYl110ur & Rohwer,. by De.bbie Tellier and' Pbi 1 ip A! •. , 
Stohr,. Attorneys at taw,. tor Industrial User~: Jet: Fabbri,. :for . 
Power 'C'sers Protection Council: Steven Geringer,. Attorney at 
Law, for california Far.mBureau Federation; Bgbert HeDDiqan.and 
sam Lewis Jr.,' for themselves.; Ken Lindauer,. for '.tehama county 
Far.m Bureau; ponald v, Sa12w" for Association Of. California 
Water (ACWA):: Jet: Sehartt, Attorney at LaW,. for Citrus Mutual; 
and Iony Wong, tor the california Energy Commission • 

. commission' staf'!: Carol L. Hatchett and Hallie Yaekp,in, Attorneys . 
at Law. 
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fGiE'S position 
Taking the comments from the pUblic meetings, PG&E . 

developed a proposed adjustment to. the AG rate schedules. The key 
to the PG&E proposal is the equalization ot the demand charges on 
the ~OU schedules AG-R, AG-V, and AG-4 with the demand charges on 
the flat-energy-rate sChedules AG-1. 

PG&E notes that as currently. authorized" the demand 
charges on AG-R, AG-V, and AG-4 are approximately twice the d 
charges on AG-1. (For example, the demand charge tor the 
AG-R, AG-V, and AG-4 schedule is $Z.6S per kW-month, whi 
series AG-l demand charge is $1.30 per kW-month.) Acc 
PG&E, this ciitterence is a major ciisincentive to th use' of the TOU, 
rates, especially for .low load factor accounts. e savings a low 
load factor account realizes from the lower otf eak energy rate 
would not, in many cases, offset the.higher d charge. 

PG&E contends that equalizing th demand charges removes 
this disincentive... If an account is abl . to- shift load into- the . 
ott-peak periods under one of the thre . ,schedules, AG-R:, AG-V, or 
AG-4 then it can takeacivantage of a OU rate.. It is important' to' ' 
note, however, that there is a mete ,charge contained in AG-V,' 
AG-R, and AG-4 which is notconta ed in AG-l.. Because' of this, , 
PG&E believes, that the very low' t load: factor accounts may be 

, " . '"h' 

better ott on AG-1 even if th r.load can be shifted off-
peak. Agricultural accounts ill still see· monthly d.emand charge 
increases f):om 60¢ (or in me eases even O¢/ per kW) to- $1 .. 30 per 

kW. 
PClE proposes 0 adj.ust the energy ,rates under AG-R, 

AG-V, r to help insure- that'the overall rate 
adj ustment is revenu neutral.' The- differential between on~peak 
and otf-peak prices is also increased relative to. the clitferential " 
in the eurxently thorized AG rates. The-methodolOCJY used to­
develop the diff rentials i$ a standard one. 
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• in the off-peak and. ott-season for PG&E. Farm Bureau points out 
that such unexpected. sales will be to the benefit of the utility. 

• 

• 

FUrther, Farm Bureau arques that Whether PG&E#s 
application is approved. or not, al~ existinq customers who are on 
PA-1 will remain on this schedule until November 1, 1988. The 
reason that these individuals will not shift, even it PG&E's 
application is approved, is because it is cheaper for them to 
remain on PA-l than move to a TOO' rate schedule. 
Bureau contends that there will not be a mass exodus from the P. 

rates, causing a revenue shortfall. 
Farm Bureau submits that ORA's contention that 0 

new rates are implemented PG&E may under-collect is with 
Farm Bureau agrees that lJII.y time a new rate structure 
place, there is the potential it may·.under collect. Farm::Sureau 
points out that rate schedules are base<.'l on' histo cal <.'lata With 

future projections. It is an accepted facttha future projections •. 
do not exactly equal actual sales. Farm Bureau argues 

that the potential for undercollection is n unusual and should' 
not because tor special concern. 

Lastly, Far.m Bureau states. th commission 

meetings held throughout. the PG&E are ,.. at the technical workshops 
which followed,. and at the hearing· 0 this application, it has 
become clear that all of aqricul tu e--small, medium, and 
large--supports the' PG&E applica 
Position ot ACtIA 

ACWA supports PG&E' application without modification and 
urges expeditedconsiderati .. and adoption by the Commission. 
According to ACWA, in .1988' surface water supply conditions are some .• 
6.5- percent below average' thus virtually assuring. PG&E' of 
siqnificantly.higher average· year sales_ . Aecording'ly,.. ACWA 

.., , 

argues that DO separa 
agricultural class. i 

. balancing' account treatment for the 
warranted·. ACWA. su):)mits that there is an 
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~ daily basis, but it does not address the needs of the AG-V and AG-R 
customers. 

~ 

-~ 

With regard to DRA's recommendation that this matter be 

delayed to PG&E's 19aa ECAC proceeding, we conclude that the I 
concerns raised in the February and March 1988 public meetings 
need to be addressed timely. The unoertainty surrounding AG rates 
should be laid to- rest as quickly as possible and should ~ot /1 

allowed to tester until the Commission issues a deoision in . E'S. 

1988 ECAC proceedinq in the fall" after the current growi season· •. 
By approving PG&E's proposal now,. the commis.sion ista . g a tilnely· 
and practical step in addressing- the concerns· of the aq ieul tural . 
community and at the smne time making' progress toward 
service based rates. 

We now turn to DRA's recommendat:ion that ,alancing 
account treatment should be introduced. PG&E's t timony is that 
the proposed rates are designed to be revenue ne al using· 
standard ratemaking procedures. As noted by tli . parties, just.- as 
there is a possibility of undercollection, the e is also support 
for a conclusion that there will be an overc lection. 

We are·generally reluctant. to.est lish balancing 
accounts unless there- is- gOOd cause. Howe er, .. we are remincled that 
this proceeding was a limited review of &E'saqricultural rates 
and it was handled on an expedited bas-is at the behest of the 
agricultural customers •. Therefore, we' oUld- be- derelict in our 
duty it we did not provide safequards 0 ensure that rates to all 
customers a:re. not increased,. i:f ther is an undercollection. 
Revenue allocations-Are_made in·gen a1 rate cases on a test-year 
basis. The :fact that this year :is· dry ,year, with increased 
rates, does DGt necessarily prote?:the g-eneral body of ratepayers 
from the etfects of nontest year~ges in elements such as demand' 
charges in a. part'ieular rate scb"ed.ule. We have had such balanCing 

I account$ for three customer el~ses in Edison's general rate ease 
proceeding. 2hererore, becat of the circumstances surrounding 

- 15 -
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this proceeding, we conclude that a one-way balancing account 
should be established. , 

PG&E has requested that there be 45 days betore~e p.~ 
TOU schedule termination and consequent movement to the AG 
schedules. According to PG&E the 45-day period is neces to 
allow (1) PG&E to remind PA-ToU customers of the termin ion, (2) 
the customers to tell PG&E on which AG schedules to p. 
accounts, and (3) PG&E to reprogram meters, as nece sary, in 
response to the customers' choices. t is reasonable 
and shOUld be granted. 
PindiMs ot Facet 

1. A major agricultural 
0.S7-04-028 and PG&E's customers are 
November 1, 1988. 

as. ordered by 
. ed to make a choice by 

2. The AG rates authorized in AG-V" 
and AG-4 need to be modified because they containsiqnificant 
disincentives whicheouldeause' 10 load factor customers· to. 
abandon TOU rates when they are· reed to· make a rate change on 
November 1, 1988. 

3. PG&:E and ORA: submit d ,separate rate proposals in 
response to the' concerns rai ed' at the public meetings. 

I ' 

4. PG&:E's rate propo 1 was' presented.: at the March,S 
workshop and parties had asonable time to-. study it prior to the 
one-day hearing on April 

5-. PGfrE's propo 
the public' meetings. 

1 bett~r responds to the concerns raised at 
irst, equaliz:lng demanc;l charges between the " 

'l'OU and the Don-'l'OU chedules removes all disincentives t~.the' 
ate, except for the cost-based meter"charsc and' 

a cus.tomer's own ility to shift load tromthe' on~peak period~' 
Second, the rour. to-one differential between the summeron~peak and 
ott-peak rates ensures that customers .have an incentive to, 

I' • 

remain on a(u schedule. al.lowinq customers Who have1nvested in 
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equipment to take advantage of 'I'OV rates to recapture their 
investment. 

&. Since this proceeding was a limited review of PG&E's 
agricultural rates and was handled on an expedited basis at the 
behest of PG&E's agricultural customers and- to. ensure that rates to'" ,-
all customers are not increased it there is an undercollection,~it 
is reasonable to establish a one-way balancing account tor ~'s 
agricultural revenues following implementation ot ~e rates!' 
authorized by this decision. ~ 

7. A 45-day implementation period is needed befcke the (old)" 
PA 'I'OU schedule termination and movement to the (new: AG schedules. 

8. There is need for expedited treatment ot this· application, 
so that PG&E's agricultural customers can make 
before the November 1, 1988 deadline. 
~nclusiQDs of Low 

1. PG&&'s rate proposal as set in Appendix B should be:, 

adopted. 
2. PO' Code § 3:11 (d) provides th w1th regard to proposed, 

decisions prepared by the ALJthe pa ies may waive or shorten the 
30-day review period. by stipulation otall parties.. In accord with;' 

the agreelDent reached at the Apri 8- hearing' and' in' the interest of ,,' 

resolving ~'s application as 'icklyas possible, a lO-day 
comment period for theALJ's P oposeddeeision is reasonable.' 

1. ec-ents on e Administrative t.aw Judge's proposeel. 
decision shzLU be- til d no. la.ter than lO'daysatterthe elate of 
mailinq to 1:be: part There shall be no reply comments. ' 

its", 

2. Pacific s. &, Electric company: (PG&E) is, authorized to­

ssion on or after theetfeetivedate otthis 
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order, revised tariff schedules for electric rates which are in 
accordance with this decision. / 

3. The revised tariff schedules shall become effective 3 
days after the date of filing but not earlier than 4sr:aY. / after 
the effective date of this order, and shall comply with General 
Order 96-A. The tariffs shall apply to service rende ed on or 
after their effective date. ~ 

4. PG&E shall establish a tracking mechani~ t~ ensure that 
any shortfall in agricultural revenues shall no fall into the 
systemwide Electric Revenue Adjustment Mechani m (~ balancing 
account, thus increasing rates to all custom s. The tracking 
mechanism shall commence from the date tha the rates authorized by;' 
this decision are implemented. It shall 
PG&E general rate case comprehensive ra 
sooner. Any shortfall in revenue sha 
agricultural class at the earliest 0 

design decision or 
be recovered fromtbe 

ortunity. Any over-
collection shall be credited to at the time of termination of -
the tracking mechanism. 

S_ This proceedinq is elo ed. 
This order is effect e today. _ 
Dated ____________ ~------, at San Francisco, -california. 

- 18 - '" 


