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By Decision (D.) 87-04~028, issued April 8, 1987, the
Commission authorized Pacific Gas and ‘Electric Company (PC#&E) to
establish a new set of agricultural rates to replace the then
existing ”PA” agricultural rates. The new agricultural rates, the
”AG” series, were made available on an optional basis during 1987.\.
Under the deczszcn,all agricultural accounts on PA time-of-use
(TOU) rate schedules are reguired to transfer to an AG rate.
schedule by May 1, 1988. All other agricultural accounts are
requ;red to transfer to an AG rate schedule by November 1, 1988.

There 1s-mount1ng concern that the AG rates authorized zn ‘
D.87-04-028 will. signltlcantly increase the electric bills
associated with many low load~factor agrxcultural accounts. In
addition, some customers-wzth many of these low load~factor o
accounts will have no incentive to-move‘to a TOU rate under the: new-"
rate structure.

In oxrder to mitigate the signzricant effects o: the new,
agricultural rate structure on these customers, and in partlcular
to make TOU rate options available to as many of them as posszble, :
this decision grants PG&E authorlty to mcdlfy the rate s~rtcture by
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equalizing the demand charges for the AG-l, AG~R, AG-V, and AG~4
rate schedules.

The Commission notes that the granting of PG&E’s request
is not intended to and does not signal a lessening of the
Comnission’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 policy of making viable TOU options
available to the widest possible range of customers.

Proceduxal Summary
PG&E filed this appllcatlon on March 17, 1988, requestlnq
ex parte, expedited treatment of its proposal to modify the
agricultural rates adopted by the Commission in D. 87~04=028." On
March 25, 1988, Division of Ratepayer Advocates (DRA) proteszed
PG&E’s proposed rate changes and request tqr?ex‘parte treatm¢nt oL
its application. A one-day evidentiarylhearing was held in San
Francisco on April 8, 1988. PG&E, the Califérnia Farm Bureau
Federation (Farm Bureau), the Associat;on of California Water
Agencies (ACWA) , DRA and several of PG&E’S agrmcultural customers.
participated in the evidentiary hearlng. The proceeding was
submitted upon riling of concurrent briefs on April 14, 1988,
nnsxsxgung : o
The current agricultural 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;:including‘PG&E,“DRA, and the

Farm Bureau, to the agricultural TOU rate structure. Although not =

a party to that stipulation, ACWA made-  an appearance at the :
hearing. On April 8, 1987, the Commission by D.87-04-028 adopted |
the current AG rate schedule, modifyingtthe~stipulation.in‘ofder‘toﬂ;_t
mitigate customer bill“iﬁpacﬁs]and”toffacilitate?the’transition‘tqé5"“
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cost~based rates. That decision provided agricultural customers
with a l2-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 AG TOU rate schedules the
customers having many of these lowﬂload-tactor 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,ythese‘
customers will have no way teo recover the~cap1tal investments they‘,j
have made. _ o
In D.88-01-016, in PG&E’s 1987 Enexrgy Cost Adjzust:nent

Clause proceeding (ECAC) issued on January 13, 1988, the COmmission‘/““ o
ordered that issues relating to the implementation of the AG rates: . ' .=

be cons;dered in a workshop prior to~the1r 1mplementatxon. The
workshop was held on March 8, 1988.
Before the workshop, on February 18, March 1, and

March 3, PGEE and the Commission conducted three public meetings znvf;mw*

Woodland, Fresno,. ~and Red Bluff, respect;vely. The purpose of the
nmeetings was.to explaln the rationale kehind the new AG rates, and ;
to solicit comments from agricultural customers concern;ng ‘the AG -
rates. The concerns described above were voiced at each of the
three meetings.

At the March 8rworkshop, PG&E presented the rate proposal«f‘y
described in this applicatlon as a response to the concerns razsed o f}
by the agricultural customers in the public meetings and elsewhere, L
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rs Positi

Taking the comments from the public meetings, PG&E
developed a proposed adjustment to the AG rate schedules. 7The key
to the PG&E proposal is the equalization of the demand charges on
the TOU schedules AG-R, AG-V, and AG~4 with the demand charges on
the flat-energy-rate schedule AG-1.

PG4E 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. (For example, the demand charge for the A series”'

AG-R, AG~V, and AG-4 schedule is $2.65 per kW-month, while the A
series AG-1 demand charge is $1.30 per XW-month.) According to
PGSE, this difference is a major disincentive to the use of the-TOU

rates, especially for low load factor accounts. The savings a 1ow~ f

load factor account realizes :rom the lower off-peak energy rate
would not, in many cases, offset the h;gher demand charge.

PG&E contends that equalizing the demand charges removes
this disincentive. If an account is able to shift load into the
off-peak periods under one of the three schedules (AG-R, AG-V, or“w
AG-4), then it can take advantage of a TOU rate. It is important .
to note, however, that there is a metexr charge contained in AG-V,
AG-R, and AG-4 which is not contained in aG-1. Because of this,
PG&E believes that the very lowest load factor accounts may be’
better off on AG~1l even if their load can‘be”shirted‘otr-peak;
Agricultural accounts will still see monthly demand charge | -
increases from 60¢ (or in some cases even,ocl per kW) tov$1 30 per
XW.

PGE proposes to adjustvthe energy rates under AG-R,
AG-V, and AG~4, in order to help insure that the overall rate-
adjustment is revenue neutral. The dirrerential between on—peak

v

and off-peak prices is also increased relative to the dlffe:entxal S s

in the currently authorized AG rates. The methodology used to
develop the dlrzerentials is a standard one. .
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PG&E also proposes to make a ninor modification to the
meter charges on schedules AG-RA and AG=-RB. The charges would be
reduced from their present levels of $11.30 (AG-RA) and $8.40 (AG-
RB) to $7.00 and $6.00, respectively. The 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 be acted on promptly.
Because of the May 1 and November 1, 1988 deadlines, PG4E submits
that additional delay, with its associated uncertainty, should not:
be imposed on the agricultural class.

In oxder to allow PGSE time to inform agricultural
customers of modifications to the AG rate schedules before any

changes are implemented and to place their agricultural accounts‘onF‘j Lo
the AG schedules they choose, PG&E requests that the changes to-thé;‘.w“-”’

AG rates be made effective 45 days after the e!:ectmve date of the
Commission’s decxslon.‘
DRA’s Position

DRA strongly opposes PG&E’s proposal for a number of
reasons. First, DRA contends that no change is needed at this
time. DRA believes that all agr;cultural customers have already
had ample time to adjust to the AG rate schedules. DRA notes that .
the rate schedules in dlspute were adopted one year agovby

D.87-04-038 after a full evzdentiary hearing. The very concerns 5f‘.

raised in the present proceeding were raised and addressed in
D.87-04-028. Although many customers have. stayed on the PA-TOU _
rates, DRA contends that they’ have had clear notxce that the PA-TOU”
rates would term;nate on May 1, 1988.

Second, DRA objects to the hurried manner in whzch PG&E
is attempting to radically modify the COmmission-adopted AG rate .
schedules. DRA argues that PG&E now. seeks to undo, based on a very{&
sketchy record, what was accompllshed in its Test Year 1987 genexal]ﬂ
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rate case and subsecuent decisions. DRA contends that it has not
had sufficient time in which to adequately analyze PG&E’s proposal;
nox did the one-day hearing held on nine days’ notice provide
sufficient time to develop a complete record on which to base a
decision to retreat from the Commission-adopted agricultural rate
schedules.

Further, according to DRA, there is no urgency which
requires the Commission to modify the rates on an expedited basis.
DRA arxgues that since few agricultural accounts will be affected by
the implementation of the Commission-adopted rates until Novembexr
1988 when the PA-1 rates will be terminated, customers simply will -
not move to the new rate schedules until absolutely‘necessary;'”
Thus DRA contends that consolidation of this application with- .
PGSE’s 1988 ECAC application, as contemplated by D.-88-01-016, will
provide an appropraate and timely rorum toaaddress the concerns orf
agricultural customers. , | ‘ R

DRA. takes. exceptxon to PG&E’s content;on that the

Commission-adopted agrzcultural rates should be changed because

they will increase. the bills of low-load factor accounts, and
because the customers with low~load factor accounts will bave no
incentive to switch to TOU rate schedules, and: to PG&E’s purportedf
solution to this problem by slash;ng demand c¢haxges for TOU
schedules by half. According: to DRA,. ‘the evidentiary recoxrd does =
not support a conclusion that PGEE’s proposal will achieve any of
the goals it purports to addross. : N

Although DRA recommends that action on PG&E's appl;cationﬂ‘
be deferred to the ECAC, in the event the Comm;ssxon decxdes it
must act immediately in response to the concerns raised in this
appllcation, DRA has offered an alternative. proposal. DRA’s
alternative, rather than. provzdang an across—the—board slashing ofav
TOU demand charges, otrers agricultural customers a fourth TOU
option from which to ‘choose. According to DRA, its’ proposal
preserves the move toward cost-based rates.

{
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Lastly, DRA submits that if the Commission decides to
adopt either DRA’s alternative proposal or PG&E’s proposal, a
balancing account should be implemented to track any
underceollection fxrom the agricultural class. DRA contends that, as
PG&E’s own analysis of the potential response to its proposal
indicates, adoption of the proposal could result in a significant
revenue undercollection. DRA believes a tracking account is
necessary to protect other customer classes from this potential
shortfall. |

Farm Bureau believes that the PG&E proposal of setting
demand charges for TOU schedules equal to demand charges for £lat ..
schedules will create an economical TOU schedule for almost every
agricultural customer. Also, Farm Bureau notes that PGLE’s. request‘
provides a revenue-neutral change in the rates which will permit -
the utility to retain load shifting which has occurred.
Accordingly, Farm Bureau fully supports.PG&E's applmcatmon.‘

Farm Bureau p01ntsrout PG&E seeks to adjust only a- small
portion of its schedules for its agr;cultural customers. ‘

Specifically, PGSE requests authority to adjust only~8chedules AG~ ,*.“?”

4, R, and V. No change is requested to AG—l, 5, 6, ox any'PA-
designated agricultural schedule.,
Farm Bureau complete1y~opposes the DRA position.

According to Farm Bureau, the alternative DRA rate proposal 1gnores‘. &?f

all potential TOU customers who cannot fit w1th;n the standard -
TOU rate structure comprised of- 6<hours on-peak and 18 hours o:f-

peak Monday through Friday. Further, Farm Bureau argues that DRA’S -

alternative is blind to the under-as-horsepower agricultural
customers. According to Farm Bureau, RA's proposal which sets’
off-peak energy prices foxr under-as-horsepower .customers:at .07245 ;

cents, does not create the proper relat;onship-between o!!—peak_andefﬂ
flat-rate charges to cause a shift of usage. from flat rate to o!:-x.ﬁﬁy

peak. Farm Bureau contends that" DRA!s proposal, if accepted, W1ll -
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have the opposite effect of moving existing under-35-horsepower
agricultural customers from off-peak usage to flat rates. Simply
put, Farm Bureau believes that DRA’s proposal will do more harm
than good for the under-35-horsepower customer.

According to Farm Bureau what is wrong with presently
authorized agricultural rates is the steep increase in the demand
chaxrge to $2.60 or above on TOU rate schedules. This creates a
nonecononic situation for most agricultural customers and the
majority of agricultural customers will find that their most
economical schedule will be a flat rate schedule.

Farm Bureau states that the recent workshops conducted by”e
the Commission and PG&E,_es well as reports Farm Bureau has’
received from its members, support thefconclﬁsien'that the vast
majority of agricultural custoners now taking service under TOU
schedules will no longer remain on these schedules if 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 agricultural class. Farm
Bureau argues that such‘movemeht flies directly in the face of
Commission policy on load shifting. Further; it creates an
additional later=-felt detriment to the agrieultural class of a
higher allocation of fixed costs.

Farm Bureau points out that PG&E has stated that approvale
of its proposal will make AG~4, R, and V the most economical rate
schedules :or’an additional 24,564 agricultural customers. Fafm"
Bureau believes the number is even higher. Which ever estinate“isj‘
correct, Farm Bureau argues that the approval of PG&E’s proposal
will have an effect of creating addmtlonal load shifting by the
agricultural class for the benefit of all ratepayers. '

Farm Bureau states that many of. the.present_TOU
agricultural customers have spent a significant amount of
additional capital to change their 1rr1gatzon,pract1ces to«allow
them to accept TOU rates. - These ehangesrwere made at the request
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and promotion of the schedules by the Commission and PG&E. Many
customers made significant changes based upon pay-back 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 be able to recapture the capital
investment they have made. Then, secondly, and probably more
importantly, they will continue to be hurt because the new
facilities they have put in service, which are significantly larger
than their original facilities, now use less time to spread the
same amount of water. This higher XKW demand with the same kWh was
necessary under previous TOU 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 fairmess and equity alone, PG&E's proposal should be
adopted.

Farnm Bureau noteS‘that Public‘Utilities (PU) Code § 744
requires electric utility companies to provide, in additien to
their regular service, optional o:z-peak,se:vice, including TOU -

rates, to any agricultural producer. The TOU rate shall be R
composed of a two-part time-differentiated schedule consisting of B
on and off-peak rates. The rate for the service shall be at an :
apprcprlate discount from the system average rate but shall not be
less than the cost of furnishing the service. ' S

' According to Farm Bureau the intent of PU Code § 744 was
to create a two-part TOU rate that would be a viable economic
alternative for each and*every agricultural customer. The present -
authorized TOU rates for agriculture do not comply ‘with the 1ntentﬁ
of PU Code § 744. Under the present authorized AG rate schedules
there is no viable TOU rate option for’ lower consumption
agricultural customers. As the retes presently stand, .only |
customers who have sign;fxcant load factors will find the menu ot
TOU rate schedules as possible options for servzce- However, the RO
approval and implementatlon of PG&E's proposal will Ccreate a vmable SR
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econonmic alternative for each and every agricultural customer on
the PG&E system as outlined above. Farm Bureau contends that
anything less, including DRA’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 significant movement
towards cost-based rates. Presently, demand charges range-frOm
zero to 60¢/kW. The movement of demandvcharges toa minimum of
$1.30 is a movement of at least 100 percent towards cost-based _
rates. While it is true that the movement. would not be as great ao-,
under the authorlzed rates, Farm Bureau believes that PGLE’s o

proposal is still a very significant step towards cost-based rates. f

With regard to DRA’s alternative rate proposal, Farm
Burcau submits that it falls short of the refinement necessary.
According to Farm Bureau, DRA’s proposal is simply a little bit
less than one-third of PG&E’s proposal. It is a new TOU schedule
which looks like AG=-4 as proposed by 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 four to one rat;ov where-
DRA’s is not. DRA’s proposal sets the ot!-peak energy price so
close to the flat rate that DRA’s alternative is not attractlve to
any under-35-horsepower agricultural customer.

‘Further, Farm Bureau. argues that DRA’s proposal gives no‘ ,g~\

consideration to agricultural customers.who.would take service
either on a split week or less than sxx'hour peak. Farm Bureau
contends that for these customers there is no-relxef whatseever, ,
and as such there is no viable economic alternative. TFarm Bureau f
notes that n&nfs-witness, ‘under cross-examlnatlon, stated that it

~ was his belief that under DRA’s proposal customers who would have f
taken se:vn:e~under PG&E’s AG-R and V"proposals could sh;tt their
load and take service under DRA’sS alternatmve proposal. Farm '
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Bureau ¢ontends that this analysis is wrong and contrary to DRA’s
position in PG&E’s last general rate case. According tc 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 18 hours off-peak structure. These customers need long
irrigation sets which AG-R provides them. And these customers need
to irrigate continuously for 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 sexvice
under DRA’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 in PG&E’s last general rate
case as well as in Southern California Edison Company’s (Edison)
last general rate case, DRA testified that it was necessary to have
a menu of TOU options because of the. d;versity of agriculture.

Now, accordxng to Farm Bureau, DRA seeks to constrain the menu of f
options without any valid reason. : Since DRA‘S proposal in this

proceeding has the potential of helpxng only agricultural customers:
whe would accept a standard TOU rate and’ are over-35—horsepower,
Farm Bureau argques that DRA’s proposal should be rejected, since ;t
will do little or nothing to-create any v1ab1e TOU options.

Turning to DRA’s contention. that. there would be a revenue

shortfall if PG&E’s application is accepted, Farm Bureau notes that
PGLE has testified that noﬂrevenue shortrall will develcp. Farm -
Bureau argues that not only will aw:evenue shortfall not develop., -
an over-collection is almost a certainty. Farm Bureau submits that
it is quite clear from recent weather patterns that agrzcultural o
punping will be at a high.this year-‘ Winter sales are-far above
normal with many agricultural customers starting 1rr1gatxon as
early as the beginning of March. A quick survey of Farm Bureau
members has found that .many of them ‘Thave begun theirxr irr;gat;on ,
socner and are running the pumps longer, creating unexpected sales

1
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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 who are on
PA-1l 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 for them to
remain on PA-1 than move to a TOU rate schedule. Therefore, Farm
Bureau contends that there will not be‘a-mass exodus from the PA
rates, causing a revenue shortfall.

Farm Bureau submits that DRA!s contentzon 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 L
place, there is the potential it may under collect. Farm Bureau -
points out that rate schedules are based on historical data with .
future projections. It is an accepted fact that future projectmons'.
do not exactly equal actual sales. Therefore, Farm Bureau argues |
that the potential for undercollection is not unusual and should
not be cause for special concern. :

‘Lastly, Farm Bureau. states that dur;ng the Commission ._'
meetings held throughout the PG&E area, at the technical workshops
which followed, and at the hearing on this applicat;on, it has
become clear that all of agriculture=--small, medium, and
large--support the PG&E application.

ACWA supports PG&E's application’ wuthout modmf;catzon and'
urges expedited consideration and adoption by the Comm1551on.‘

According to ACWA, 1988 surface water supply conditions are some 65'p'”

percent below average, thus virtually assuring PG&E of :
significantly higher than average year sales.-. Accordingly, ACWA.”“\
argues that no separate balancing account treatment for the .
agricultural class is warranted. ACWA submits that there is an-.
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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. Under 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&IM. PG&E’S |
proposal will give farmers the opportunity to mitigate up to 10

percent of their energy cost increases, but only if they shift 1oad:.fll

from their current usage patterns. !

According to ACWA, the urgency for the Commission to act .
favorably upon PG&E's‘appiication.is_evidentrsince most farmers
currently on PA-TOU rates would lose all incentives to maintain :
their load shift under current AG rates. ACWA believes that prompt
Commission action will permit farmers to‘choose'ccst-effectlve
C&LM/TOU opt;ons for the majority‘or their pumping thls»year,:‘
Also, ACWA points out that many more farmers will be able to
respond effectively when asked by PG&E to choose an AG rate to
replace their current PA rate prior to November.

ACWA therefore concludes that 1) the AG rate structu:e .
changes proposed by PG&E are needed to broaden the opportunity for |
farmers to take steps to control their ever—increasmng energy

costs, 2) from a farmex’s perspective PG&E’S proposed AG rates are ”‘g |

much more useful and amenable to C&LM measures, and 3) no other
PG&E customer classes’ rates will be increased due to the revenue-;\

neutral nature of the proposed rate structure~change and the likely .{“f

increase in agricultural class revenues !or PG&E due to drought
conditions. .

~ In summary, it is ACWA!B posit;on that PG&E's rate
proposal is revenue-neutral and will.dlsadvantage no other PG&E
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customers. Farmers would be sorely disadvantaged and limited if
PG&E’s proposed rates are not authorized by the Commisson.
. . .

We will not repeat all the arguments of the parties but
will simply conclude that, based on the comments received at the
public meetings and at the workshop, the rate design adopted in
D.87-04-028 has a severe impact on the low load-factor accounts.
There is evidence to support a finding that in our desire to
achieve cost-based rates, we have inddvertentlY‘caused 2 situation
whereby a significant number of smaller agricultural customers,
some of whom may have made major investments on equipment in oxder
to shift load and benefit from TOU rates, will have no alternatxve
but to shift to non~TOU rates by November 1, 1988.

The Commission’s policy is to make TOU rates avallable to
as many customers as possible, consistent with our goal of
achieving cost-of-service based rates for all classes.
Nevertheless, such movement to cost-based rates must bo,
accomplished with the least possible hardship. And since it will
be counterproductive to have customers now on TOU schedules to |
abandon TOU schedules when the new schedules come' into full :orce
on November 1, 1988, we conclude that some adjustment to certain
schedules is necessary. '

As discussed above, PG&E and DRA. have otrered rate -
proposals. Between the twe proposasls, we conclude that the PGSE
proposal better addresses the concerns raised. The PGSE proposal .
makes a viable TOU option available to more customers. :
Specifically it makes a viable-TOU option available to customers
whose usage patterns arxe best-suited to the’ AG~V or AG-R rate
schedules. DRA’s option, aside from the fact that it lntxoduces
two more agricultural rates,. attords a ToU option only to those
custoners. who-can adapt their usage patterns to~the AG-4 schedule.
It addresses those accounts wh;ch can avoid the on-peak perlod on A
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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 1988 ECAC proceeding, we conclude that the
concerns raised in the February and March 1988 public meetings need
to be addressed timely. The uncertainty surrounding AG rates
should be laid to rest as quickly as possible and should not be
allowed to fester until the Commission issues a decision in PGSE’s
1988 ECAC proceeding in the fall, after the current growing season.
By approving PG&E’s proposal now, the Commission is taking a‘timelyf
and practical step in addressingfthe.concerns‘oz the'agriculturai |
comnunity and at the same time making progress towards cost¥o£f
service based rates. '

We now turn to DRA’s recommendat;on that balanc;ng
account treatment should be introduced. PG&E’s testimony is that
the proposed rates are designed to be‘:evenue neutral using
standard ratemaking procedures. As noted by the parties, just as

there is a peossibility of undercollection, there isxalso-support
for a conclusion that there will be an overcollection. _
We are generally reluctant to establish balanczng

accounts unless there is good cause. However, we are reminded that,' |

this proceeding was a limited rev;ew of PG&E's agr;cultural Tates"
and it was handled on an. expedited. basis at the behest of the
agricultural customers. Therefore, we would be derelict in our
duty if we did not prov;de sareguards to ensure that rates to all
customers are not increased, if there is an. undercollectmon.

The fact that this year is a dry year, with increased sales, does
not necessarily'protect “‘the general body of ratepayers.zrom the  7

K T

effects of nontest year changes in elements such as demand chaxges \  1ﬁ

in a particular rate schedule. Therefore, because of the L
circumstances surrounding this proceedzng, we' conclude that a
tracking account shculd be established-




A.88-03~038 ALJ/BDP/xsx +*

PG&E has requested that there be 45 days before the PA
TOU schedule termination and consequent movement to the AG
schedules. According to PG&E the 45-day period is necessary to
allow (1) PG&E to remind PA~Tou customers of the texmination, (2)
the customers to tell PG&E on which AG schedules 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

Comments on-the ALJ’s proposed decision were received
from PG&E, DRA, Farm Bureau, ACWA, and Industrial Users.

All parties addressed the ALJ recommendation for a one-
way balancing account. Farm Bureau and ACWA strongly opposed the |
proposal. DRA and Industrial Users strongly supported the
proposal. PG&E, while not in favor of the proposal, recommended
that if the Commission decided that a class-spec;!xc trackzng
account was appropriate, then this should be accomplxshed through a ‘
memorandum account rather than a balancing account. o :

We are not persuaded by the axguments opposxng the
introduction of a tracking account. If, as PG&E, Farm Bureau, and
ACWA contend an overcollectxon.is.v1rtua11y certain, they. should

have no fear about establishing a tracking account. And as DRA.and 1

Industrial Users point out, there should be sareguards in place _;;

given the expedited nature of thzsvproceedxng, Rather than a one~-: 1

way balancing'account as proposed by the ALY, we will provxde.for a
memorandum account. ' As pointed out by PGLE, a memorandum account

will be easier to administer and will achieve the: same~result-, _
This will ensure that the other customer classes do not suffer any

purden due to undercollection, however unlmkely, as a-result. of the ﬁ§ _

rate des;gn adopted in this deczszon-
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indi r Fact

1. A major agricultural rate change was ordered by
D.87-04-028 and PG&E’s customers are required to make a choice by
November 1, 1988.

2. The AG rates authorized in D.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 TOU rates when they are forced to make a rate change on
November 1, 1988.

3. PG&E and DRA submitted separate rate . proposals 1n
response to the concerns raised at the,publlc meetings.

4. ©PGLE’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 &, 1988.. '

5. PG&E's proposal better responds torthe concerns ralsed at
the public meetzngs. First, equalizing demand charges between the B
TOU and the non-TOU schedules removes all. disincentives to the

selection of a TOU rate, except for the cost-based meter charge and,.‘
a customer’s own ability to shift load from the on-peak period. '
Second, the four-to-one dlrrerentlal between. the summer on-peak and»
off-peak energy rates ensureS-that customers have an incentive to =
remain on a TOU schedule, allowung custoners who have invested in | -
equipment to take advantage or TOU‘rates to—recapture their
investment. '

6. Since this proceeding wvas a limited review of PG&E's
agr;cultural rates and was handled on an expedited basis at’ the
behest of PG&E’s agr;cultural customers, it is reasonable to
establish a tracking account for PG&E’S agrxcultural revenues
following implementatxon of the rates authorized by th;s deczsron

to ensure that rates to: all customers are not increased it there 1slg‘i'

an undercollectlon.

7. A 45-day implementution period is. needed before the (old)“"'f

PA TOU schedule termination and movement to-the (new) AG schedules.,“
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8. There is need for 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 ALY 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 hearing and in the interest of
resolving PG&E’s application as quickly as possible; a lo=day
comment period for the ALJ’s proposed decision is reasonable.

IT IS ORDERED that:

1. Comments on the Administrative Law Judge's~proposed o
decision shall be filed no later than 10 days arter the date of’rtw-'
mailing to the parties. There shall ve' no reply comments. o

2. Pacific Gas and Electric Company: (PG&E) is- authorxzed to
file with this Commission on or’atter the effective date of this
order, revised tariff schedules for electr;c rates wh;ch are in
accordance with this decision. ‘ - =

3. The revised tarife schedules shall become ettectlve no
earlier than 45 days after the e::ective date of this order, and
shall comply with General Order 96-A. The tariffs shall apply to ‘
service rendered on or atter their- erfectxve date.

4. PGSE shall establish 2 memorandum’ account for the purpose ,”)gfﬁ‘

of tracking the d;fference‘between authorized revenue for the
agricultural class and actual revenue. The nemorandum account
shall commence from the date that the rates authorized by this
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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 D.87-12-068. The monthly estimates will be
determined by allocating the‘anhual revenue requirement tOrspecificf
months based on monthly percentages from the agricultural sales '
forecast adopted in PG&E’s last Energy Cost Adjustment Clause case.

6. Any shortfall in revenue as recorded shall be recovered
from the agricultural class at the time of termination of the
memorandum account. The amount of this shortfall will be
subtracted from the revenue allocated to all other customex
classes. Any-overcollection as recorded in the memorandum account
shall ke dlsregarded for purposeslof revenue allocation, since it ;
will already have been captured in the Electrzc Revenue Adjustment
Mechanism balance. :

7. PG&E is authorized to increase the rates set forth in
Appendix B to reflect any revenue 1ncrease related to Diablo Canyon
Power Plant in A. 84-06-014, whxch.ls being concurrently consxdered
by the Commission.

8. This proceeding is closed.

This order is- effectlve today. N R
Dated _ MﬂYl 1988 at ‘San Francxsco, CAlmforn;a- 1

! cc'?:e 'x'—mm "H.'S, DECISION
WAS APPROVED_ BY XHE-ABOVE
_ co». wzmsxomzswo‘éox e

] ACuOf/\I/CM&-w»ﬂ- u-w N

/M
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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 California State Board
of Food and Agriculture; Rarvl Brun, for Blue Diamond Growers:
Downey, Brand, Seymour & Rohwer, by Debbie Tellier and 114
STohr, Attormeys at Law, for Industrial Users: , foxr
Power Usexs Protection Council; Steven Geringer, Attorney at
law, for California Farm Bureau Federation: ‘ i -and
San Lewls Jr,, for themselves: Ken Lindayer, for Tehama County -
Farm Bureau; Dopnald G, Salow, for Association of Califormia
Water (ACWA): Jeff Scharff, Attorney at Law, for Citrus Mutual:; . -
and Tonv Wong, for the California Energy Commission. SR

at Law.

. ‘Commission Staff: garol L. Matchett and Hallie Yacknin, Attormeys

(END OF APPENDIX A)
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rs Positi

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 of the demand charges on
the TOU schedules AG-R, AG-V, and AG-4 with the demand charges on
the flat-energy-rate schedules AG-1l.

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 for the
AG-R, AG-V, and AG-4 schedule is $2.65 per kW-month, whilé the A
series AG-1 demand charge is $1.30 per kW-month.) Accpfding to
PG&E, this difference is a major disincentive to thg/use of the'TOUf'
rates, especially for low load factor accounts. :
load factor account realizes from the-lower offypeak enexgy rate
would not, in many cases, offset the ‘higher

PG&E contends that equalizing th demand charges removes |
this disincentive. If an account is able ‘to shift load into the.
oft-peak perlods under one of the “thre "schedules AG-R, AG-V, or
AG-4 then it can take advantage of a ZOU rate. It is :.mportant to
note, however, that there is a metey’ charge contained in AG-V, o
AG-R, and AG-4 which is not contajhed in AG-l., Because of this,
PGSE believes that the very lowgbt load factor accounts may be
better off on AG-l even if thedr load can be shifted off-.
peak. Agricultural accounts :Lll st::.ll see monthly demand charge.
increases from 60¢ (or in some cases even 0¢/ per XW) to $l.30 per f
kW, : ‘

PGEE proposes /to adjust‘theVenergy ratesrunder AG=R, .
AG-V, and AG-4, in oxdér to help insure that the overall rate
adjustment is revenuq neutral. The differential between on-peak . - B
and off-peak prices/is also increased relative to the dirzerent1a11ﬁ7‘ o
thorized AG rates. The methodology used to
develop the dltt‘rentiels is a standard one. -
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in the off-peak and off-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 who 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 for them to
remain on PA-l than move to a TOU rate schedule. Therefore, Farm
Bureau contends that there will not be a mass exodus from the P
rates, causing a revenue shortfall.

Farm Bureau submits that DRA!S contention that opce the
new rates are implemented PG&E may under-collect is withofit merit.
Farm Bureau agrees that any time a new rate structure &s put inte
place, there is the potential it maY:underﬂccliect.' Farm Bureau
points out that rate schedules are based on histopfcal data with
future projections. It is an accepted fact thay’ future projectxons
do not exactly equal actual. sales. Therefore/ Farm Bureau argues
that the potential for undercollection is n _unusual and should
not be cause for special concern..

Lastly, Farm Bureau states th during the COmm;ssion
meetzngs held throughout the PG&E area/ at the technical workshops
which followed, and at the hearxng off this appllcatxcn, it has
become clear that all of agricultuye--small, medium, and
large~=-supports the PG&E applicat/ion.

ACWA supports‘PG&E' application w1thout mod;ficetzon and
urges expedited consideratiofi and adoption by the Commission. |
Accoxding to ACWA, in 1988'sur£ace water supply conditions are some ;
65 percent below average,/ thus virtually assuring PG4E of ‘
significantly higher average year sales. Accordingly, ACWA
argues that no separa balanclng account treatment for the _
agricultural class i warranted. ACWA.subm;ts that there 1s 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 1988 ECAC proceeding, we conclude that the
concerns raised in the February and March 1988 public meetings
need to be addressed timely. The uncertainty surrounding AG rates
should be laid to rest as quickly as possible and should not
allowed to fester 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 taki ' 2
and practical step in addressing the concerns of the agricultural
community and at the same time making progress towards/cost-of=-
service based rates. ‘

We now turn to DRA’s recommendation that alanczng
account treatment should be introduced. PG&B'S t timony is that
the proposed rates are designed to be revenue ne
standard ratemaking procedures. - As noted by the¢ parties, just as
there is a possibility of undercollection, thefe is also support -

for a conclusion that there will be an overcollection.

We are generally—reluctant to establish balanc;ng
accounts unless there is good cause. Howe er, we are remlnded that '
this proceeding was a limited review of PG&E’s agricultural rates
and it was handled.on¢an'expedited-basis at the behest of the
agricultural customers. - Therefore, we Jould be derelict in our
duty if we did not provide safegquards f£o ensure that rates to all -
customers are not increased, if theref is an undercollection.
Revenue allocations are made in gengral rate cases on a test-year
basis. The fact that this year isjf dry year, with increased

rates, does pot necessarily protegt the general body of ratepayers o B
from the effects of nontest year ges in elements such as demandi.'

charges in a particular rate schedule. We have bad such balanc;ng .
accounts fox three customer classes in Edison’s general rate case
proceeding. :herezo:e,‘beca l,ot the circumstances surroundxng‘.
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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 before the P'//
TOU schedule termination and consequent movement t¢ 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 terminafion, (2)
the customers to tell PG&E on which AG schedules to pXace their
accounts, and (3) PG&E to reprogram meters, as necegsary, in
response to the customers’ choices. PG&E’s reque#t is reasonable
and should be granted.

. A major agricultural rate change yas ordered by
D.87-04~028 and PGLE’S customers are requ' ed to make a chozce by
November 1, 1988. -

2. The AG rates authorized in .87-04-028 for AG-R, AG-V,
and AG-4 need to be mod;fied because/they contain 1gn1£1cant
disincentives which could cause low load factor customers. to.
abandon TOU rates when they are
November ‘1, 1988. ‘

3. PG&E and DRA submitteéd separate rate proposals 1n
response to the concerns raiged et the public meetings.

4. PG&E’s rate PXopo 1 was presented at the March 8
workshop and parties had reasonable time to‘study it prior to—the
one-day hearing on April/s, 1988. :

5. PGEE’s proposal better responds-to the concerns ra;sed at‘

the public meetings. /irst, equalizing demand charges between the f"'

TOU and the non=TOU gchedules removes,all dmslncentlves to the ‘
selection of a TOU ate, except for the cost-based neter cbarge and'
a customer’s own : : '

Second, the fourito-one differential between the summer: on-peak and n'fpﬂ

off-peak rates ensures that customers have an. ;ncentxve to
remain on a TOU. schedule, allowing customers who have invested 1n
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equipment to take advantage of TOU rates to recapture their
investment.

6. 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;ai"
all custonmers are not increased if there‘is.an-undercollecti::?/it
is reasonable to establish a one-way balancing account for B’
agricultural revenues following implementation of the rate
authorized by this decision.

7. A 45~day implementation period is needed befoTe the (old)
PA TOU schedule termination and movement to the (newY AG schedules..

8. There is need for expedited treatment of/this appl;catxon
so that PG&E’s agricultural customers can make i :ormed choices
before the November 1, 1988 deadllne.

1. PGLE’s rate proposai as set fo in Appendix B should be!
adopted. - o ' e

2. PU Code § 311(d) provides thaf with regard to proposed
decisions preparéd by the ALY the parfies may waive or shorten the
30-day review period by stipulation/of all part;es. In accord withf
the agreement reached at the Apri Srhearing and’ in the 1nterest of
resolving PGEE’s appllcatlon as ickly as possible, a 10-day
comment period for the ALJI’s pyYoposed. decxsion is reasonable.’

=3

1. Comments on the Admlnistrative Law Judge’s proposed .
decision shall be filgd no later than 10- days after the date of 1ts
mailing to thn:part S. There ‘shall be no reply comments.f‘ _

- 2. Pacific Gas & Electric cOmpany (PG&E). is authorized to
file with this Copmission on or a!ter the eftectxve date of this
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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 45 day /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 their effective date.

4. PG&E shall establish a tracking mechanism to ensure that
any shorxtfall in agricultural revenues shall not/fall into the
systemwide Electric Revenue Adjustment Mechanigm (ERAM) balancing
account, thus increasing rates to all custome¥s. The tracking
mechanism shall commence from the date tha the rates authorized byf'
this decision are implemented. It shall Yerminate with the next
PG&E general rate case comprehensive rape design decision or
soonexr. Any shortfall in revenue‘éha ‘be recovered from the
agricultural class at the earliest o ortunity. Any over- -
collection shall be credited to at the time of termination of ' -
the tracking mechanism. -/

S. 'This proceeding is cloged.

This order is effectife today. | o
' | , at San Francisco, California.:




