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This decision finds that Harris Farms, Inc.'s‘(ﬁaffiS) _
féeedmills in Coalinga and Lemoore, which provide feed to the Harris
cattlé-raising operations, qualify for agricultural ratés. Pacific
Gas and Electric Company (PG&E) is ordered to place the feedmills
on agricultural tariffs, to refund the différence between the -
commércial rates charged and the appropriate agricultural rates,T
and to withdraw the backbilling requést rendered for sexvicé since

- February 19%0.
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‘ ckground : .
Harris requests that thé Comnission order PGSE to place
its two’ feedmilfé(‘éerved on Account No. TTF59 2620 located in
‘Coalinga, and Accodht ‘No6. HTL 23 3635 locatéd in Lenoore, on
agricultural tariffs prOSpectiVely, and for a11 of 1990. Whén the
Harris feedmills weére placed on commercial tariffs, Harris was
backbilled from February 1990 for the differénce between the
comnercial tariff and the agricultural tariff previously charged,
‘in the amount of $73,792.83 for the Coallnga account and $4,337.69
for the Lemoore account. Harris contends that PG4E is unreasonable
and not in compliance with its tariffs in assigning these accounts
commercial, rather than agricultural, tariffs. Harris maintains
 that the feedmills are not conmercial enterprises; rather, they are
an integral and necessary part‘of the lifestéck-raising'operatioh.
“All the output of the feedmills is used by Harris: none is packaged
and sold. The size of the 1liféstock-raising operation nécessitates
that it have its own feedmills, since Harris could not obtain an
adequate, reliable and econonic supply from outside véndors. Any
fntérruption of supply could not be toleratéd. Purcﬁases from
outside vendors would be néed to be weighed and packagéd for
commercial éale, with the contents of éach ingredieént specified,
which would increase the price. : :

Harris purchases varying feédstocks depending heavily on
availability and price, then blends the various components to
achiéve thé nutrition and palatability needed for Yivestock.

Although the feedmills roll, chop, and blend the various feead
 ingredients, Harrls contends that the form of the product is not
changed. .

PG&E believes:- that the feedmills must be viewed as
séparate operatlions because they are sérved and metered separatelyt
therefore whether they are a part of the "Yivestock- raising
operation is irrelevant. The applicable PG&E agricultural tariff

language follows!
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A custémer will he serVed under this schedule

if 70 percent or more of the energy usé is for

agricultural end-useés. Agricultural end-uses

include growing c¢rops; ralsing livestock,

punping water for agricultural irrigation, or

other useés which involve production for sale,

and which do not change the form of the

agricultural product. This schedule is not

applicablé to service for which a résidential

or commerclalllndustrlal schedule is

applicable.” . _

PG&E maintains that thé feedmills change thefferm,of>the
product through various processes. For example, the rolling '
changes the form of a grain kernel to a flake that appears sinilar
to cereal flakes. 4 N

At the hearing on August 20, 1991 Harris presented the -
testimony of Don Devine, Monty Allen, John Braly, Steven Géringer,
~and Jeff Fabbri. PG&E presented the testimony of Michael Jennings,

Lindley R.C. Fellender, and Grayson C. Heffner.

7 Devine, the chief financial officer of Harris,rtestlfled -
about the quantities of feed processed by the feedmill. Harris
Vproduces approximately 362,350 tons of féed annually for the

Coalinga feedlot. The ingredieénts consisted of 15,098 truckloads,
"and resulted in approximately 1,000,000 sacks of féeed.

Alleén, superintendent of the coalinga feedlot, testifled
that Harris doés not produce feed for sale, and does not and cannot
purchase feed commercially because of required volume, quality
standards, and economics, Allen stated that thé feedmill process
doés not grind, préss, or péllet the ingredients. The only
processing involves stéaming and rolling ingrediepts such as
barley, wheat and corn, and cutting hay into shorteéer léngths.
Allen believes that the processing does not change the form of the
product; rather, it performs a basic mixing function.

Braly is head of the cCalifornia cattleméen’s AssOciation,
which overseés the California Feeder Council, a feedlot industry

group. Braly testified that the Harris feedmills are not like
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flour or oilseed mills, rather they batch meter,'and blend the -
various ingredients into the ration. The feednmills do not- crush or
grind thé ingredients, but only crinp or roll them to increase '
their digestibility. The feedmills are an integral and inseparable
part of the liveéstock-raising operation; without it Harris?’
0peration could not function. The énd product is finished cattle,
not feed for sale. Without the feedmills, the operation would need
to depend on commercial supplies, which cannot stock adequate ‘
quantities and cannot quickly change rations. By operating fts own
 feedmills Harris is able to keep enough inventory of feed to assure
adequate supplies in the event of a shutdown of the feednllls._
Geringer, Associate Counsel for the california Farm =
" Bureau Federation, testified about the development of agricultural
rates. A working group was formed around mid-1986 to address
issues affecting agricultural rates. It consisted of ,
représentatives frOm the Conmission, the Power Users COuncll PG&E;f
and Geringer representing the california Farm Bureau Féderation.,
The purpose of the working group was to address the definition of
agricultural uses to eliminaté customers who are not agricultural,
and thosé commércial entérprises who process an agriculturél
product for commercial sale. The lattér are usually stand-alone
operations that purchase agricultural commodities and change their
form, such as processors of tomato sauce, tomato paste, and tomato
juice. The working group presented its réecommendations to the
Conmission in the 1988 PG&E Energy Cost Adjustment Clause
proceéding, concluding that the determination of whether an end-use
is agricultural should be pased on whether the agricultural product
was changed in form for the purpose of commércial sale.

Geringer believes that the intent of the -definition of
agriculture was not to exclude any intermediate operation that is
an integral part of the production of an agricultural commodity,
denmonstrated by the fact that raising of livestock was expressiy
included in the definition of agricultural uses. While the working
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-group cOntemplated that PG&E would look at separately metered 7
‘accounts to determine whether thé end-usé was agricultural, 1n_17v
Geringer’s view, it never contemplated that PG4E wculd isolate a -
particular function in the middle of the customer’s overall
Operation whére that function is a part of the custdmer’s overall
agricultural process. This is demonstrated by thé fact that" the
working group used the term customer, instead of account or. meter,.
in the definition of agricultural. L L

Fabbri, preésident of the Agricultural Energy1Coﬁsuﬁéf§:f
Association, also participated in the working group. He testified
that the intent of the working group was to define all: electtical o
inputs to agricultural production as agricultural. He beliéVes it
'is inappropriate and contrary. to the 1ntent to dissect an
agricultural operation into its subcomponents in determining 5,_
whether they are éligible for agricultural tariffs, when they aré o
functions ancillary to a qualified agricultural end-use.:_

Jénnings, a PG&E major account representative who deals
- with large agricultural customers, testified that the Harris" ’

feednills are. properly commercial custémers, as are all other
feedmill customers. PG&E reviews customers’ uses on an : ,
account-by-account basis, consistént with D.88-12-031, Conclusion
of Law 10, which refers to accounts rathéer than customers. Two .
questions are askéd to détermine whethér the account is 4
agricultural. First, is 70% or more of the energy used dedicated
to agricultural production? If it is, the second question is -
~asked! Is an agricultural product directly involved in the
éleotrical process, and is the agricultural product’s form7chéhgédf
by the process? If an agricultural product is involved and its-
form is unchanged, the account is eligible for an agricﬁltural,;;
raté. If theé form of the product is changed, the account is not
eligible for an agricultural rate. For that reason, the Harris’/'
feedmills are not eligible since they cut, chop, roll,rflatten'énd_
crush the product, thereby changing the form through raking 1€'m6re‘
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" digestible and nutritious to the cattle. The account-by-account:
treatment is provided by PG&E Rule 9.D, and accounts may not be
combined for billing purposes. Even if PG&E were to aggregate the
Harris accounts, the feedmills would not end up as‘aéricultural
since the non-feeédnill accounts do not constitute 70% ‘or moré of
the électrical usage; the feednills use about half the total Harris
usage. .
In Jennings’ view, Harris’ proposal that all intermediate
steps of an integrated agricultural operation be classified
agricultural is contrary to D.88-12-031 and PG&E Rule 9.D. That
rule requirés each méter to be billéd separately. In addition,
Harris’ proposal would result in different treatment for similar
feedmills depending on whether they aré integrated into
agricultural production. All feédmills served by PG4E are
présently classified and served on commercial tariffs. Jennings
further believes that Harris’ proposal would réquire the commission
to éstablish precise criteria defining an integrated agricultural
operation, and would require ongoing policing by PGSE to determine ‘
the continuing eligibility of such agricultural custonmérs.
Fellender is a marketing analyst responsible for the
proper application and interpretation of PG4E’s agricultural and
small/medium commercial accounts., He was involved in the process
of redefining the agricultural class, which culminated in
D.88-12-031. This was done to address certain inequities in PG4E’s
tariffs. For eéxample, "on thé farm” uses were billed agricultural
while the same activity performed 7off the farm~ was billed on a.
general service schedule. In o6thér cases, agricultural activitiés
with démands under 500 kilowatts (kW) were billed under
agricultural tariffs while identical activities with demands of
500 kW or more wére billed on commerciallindustrial schedules,
Further, some non-agricultural uses such as golf coursés,
cemeteries, parks and recreational facilitieés had been receiving
agricultural rates.
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The redefinition of the agricultural class resulted 1n;;'
“approximately 4,100 custoners being transferred into, and 1, 500 out )
of, the agricultural class. Féllender explained how various uSes o
would be classified} a farm office would be’ commer01a1 since it cani'
be uséd for a variety of business activities and lacks a d1rect and

verifiable nexus to agricultural production. ©n the other hand a
 farm shop would be classified aqucultural since it services : )
equipment directly involved in agricultural production and does not
change or nmodify any agricultural product. Fellender believes that'
adopting Harris’ deflnltion would result in significant g
administrative expenses in réviéwing each operation to determlne
 whether it was part of an integrated agr1cu1tura1 operation..

The definition of thée agricultural class was developed by
a PG&4E task force consisting of PG4E reégional coordinators and
general office staff. PG4E’s Tariff Apbliéatidn Guide, developed .
to assist PG&E personneél in 1nterpreting tariffs, states with:
regard to form, 7If thé product is different in form, texture Or o
appearance after the process is complete, then the form of the '
product has changed.” - '_

PG&E witness Heffner testified that the purposé of the
working group was to develop rate options such as time-of-use rates
for the agricultural class, The working group also considered -
uneconomic bypass by diesel water pumping, intraclass cost- -of-
service variations, differences in the operating requiréments of
agricultural irrigators, and conflicting price signals sent to
irrigation water agencies and their agricultural customers. The
redefinition of thé agricultural class was not addressed in detail
by the working group, but rather was devéloped by PGSE ‘after the
working group was disbanded.

Discussion :
In addressing the issue of whether Harris qualifies for

an agricultural rate, we considér the two main issues of

controversy.
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Is the feedm111 an agricultural use becaUSe
it is an integral part of raising
liVestock?

2. Is whether a feednill changes thé form of

the product relevant? If so, do thé Harris
- feedmills changé the form?

Regarding the first quéstion, Harris emphasizes that the
feedmills are an integral part of the livéstock-raising operation,
that the feeédmills’ product is not sold, that they do not have
corinercial -weighing and packaging capability, and that the feediot
could not functién without the feedmills. By having its own
feedmills, Harris is not subject to outside disruptions, and can
better maintain control over supply, inventory, quality, and price.
Harris maintains that outside feédmills cannot provide the product
~ reliably and économically. :

PG&LE counters that sincé the feédmills are served
separately, they are not a part of the 11vestock—raising operation,
and must be evaluated on théir own mérits. PG&E also stresses that
all other féednills are classified commercial, and with Harris’
feedmills now classified conmercial, all are tréated theé same. R
However, the main thrust of PG&E’s argumént is that the feedmllls__
change the form of the product; that is the subject of the second
main issue. 7
' We note that the feedmills aré not a separate commercial'
enterprise since they do not sell a product. Not just 70%, but all
of the product is used in the livestock-raising operation. PG&E
argues that a feedmill must be considered as a separate operation;
yet PGLE allows & farm shop operation an agricultural tariff as
long as 70% or more of the energy used maintains the agricultural
equipment. Wé agree with Harris that its feedmills aré an integral
part of its livestock-raising operations.

Thé sécond main issue deals with ‘the relevance, if any,
of changes to the form of the product. This issue arises fron
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the language of PGLE’s tarlff which in turn derlves from

'D 88-12-031. : ,
‘ Conclusion of Law 10 -in D.88-12-031, 30 CPUC 2d 44, 56, -
states: ”...all agrlcultural accounts must meet the condition ;hat'
70 percent or more of thé energy usage on thé account be dedicated
‘to agricultural end-uses, defined to include growing crops; raising
livestock, pumping water for irrigation and other uses involving
production for sale which do not change the form of the
agricultural product.” PG&E subsequently incérporated this
language in its several tariff schedules for agricultural power.

We believe the intént of D.88-12-031 is clear. Theé
modifier ”...that do not change thé form of the agricultural
product” adds a limitation to the immediately prior phrase
#...other usés that involve production for sale.” It would
~ thérefore not apply to & feedmill that is part of a livestock-.
raising operation and is not selling the product. PGSE argues that
the 11n1tation applies to all prior catégories, which would also i
mean that it would apply to grcw1ng crops, raising livestock, and"
pumping water for agricultural 1rrigat10n. PG&E’s 1nterpretation -
is contrary to both thé grammar and thé intent of this passage.

Harris’ feedmills qualify for agricultural tariffs =
because they are dedicated and integral to a defined agricultural:
end-use, raising livestock. The question whether thé form of the
product is changed is thus not relevant, PG4E’s treatment of farm
shops is consistent with this approach. As Harris points out,. PG&E
does not 1ook at whéther the farm shop changes the form of the
product. certain farm shop operations such as welding; metal
forning and machining appéar to change the form of thé raw product,
yet PGLE does not considér such changes in allowing agricultural
rates. We fall to see a-distinction between the farm shop and thé
feedmills with regard to change of form:. The Harris feedmills are’
as eéssential a part of cattle ralsing as the farm shop, and clearly
satisfy the mininun 70% energy requirement.
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‘He conclude for the reasons dlscussed above that whethef
the Harris feednills change the form of the feed is not relevant to
Harris? ellgibility for aqricultural rates. :

We now consider whether classifying Harris’ feedmills as
agrlcultural is consistént with the intent of agricultural rateés, -
Raising livestock is a specifically defined agricultural end- use.
As we discussed above, pumping water for that purpose qualifies, as
does a farm shop that repairs agricultural eéquipnent, so long as
'70% or more of the energy is used for agricultdral end-useé. The
farm shop may repair other equipment if that effort consumes less
than 30% of theé energy.

classifying feedmills whose output is used 70% or'mqre
for cattleée raising as an agricultural account appears consistent
with the intent of agricultural tariffs. Not allowing agficultu;ai
rates for an operation whose only purpose is to support a_@éfihed_
agricultural end-use defies thé intent of the agricultural tariffs.

PGLE argues at length about the extreme difficulty of
administering the agricultural tariffs if any feedmills are allowed
agricultural tariffs. Among its stated reasons PG4E offers that
whilé Harris may not have the capability to produce féed for
commercial sale, there is nothing to prevent it from acquiring such
capability in the future. Therefore, PG&E would have to police
such customers on an ongoing basis to assure that the product is
not sold commercially. This is a hollow argumént; thée same
policing would be required for any other agricultural Operatibnf
For examplé, if & farm shop that was performing outside work which
consumed less than 30% of its energy took in more outside work so
that less than 70% of its energy use rélated to agriculture, that
service would no longer be eligible for an agricultural rate.
Seemingly, -PGSE would also havé to determine this through policing.
The same would be true for water pumping if a portion went to other
non-agricultural usés. Weé don’t see that administering
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)agricultural tafiffs is necessarily different than administering l"
other tariffs. : - :
PGLE appears overly concérned with administrative -

- convenience. We don’t see that there will be an unusual burden to
jdentify those feedmills that gualify for agricultural tariffs. At
present, apparently only Harris’ feedmills so qualify. The number
of feednills is probably not very large, and PG&E can determine
eligibility by a combination of questionnaires, phone calls, and ‘
site V151ts, as it deems appropriate. Adninistrative burden 1s‘not
a sufficient reason to deny a qualifying operation an agricultural
rate to which it is entitled. o o

} PGSE argues that it alone understands the deéfinition of
‘agricultural uses, since the working group did not develop the
details; rather, PG&E did so after the working group disbanded.
Nevertheless, PG&E's task was clearly to develop a definition-
consistent with the recommendations of theé working group and W1th
D.88-12-031, Conclusion of Law 10. We believe that PG&E further
interpreted the decision erroneously, and in doing so c1rcumVented
the décision’s intent by applying thé “change of form” to all usés,

" Wé conclude that the Harris feedmills are qualified for

agricultural tariffs. Their product has no purpose other than to
feed cattle in the livestock-raising operation, which is a
specified agricultural énd-use., Thé feed is not commércially
packaged, weighed, or soldi Harris doés not have that capability,
and indicates no such intent. :

_ We will ordér PG&E to reclassify Harris’ coalinga and .
Lemoore feedmills as agricultural, to réfund the additional ‘charges .
resulting from application of commercial tariffs, and to withdraw '
the backbills from February 1990.

_Findinqs of Fact
1., Harris filed a complaint requesting that the commissiOn

ordér PG4E to place its two feéeeédmills at Coalinga and Lemoore 6n
agricultural tariffs.
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2. PG&E changed Harris' feednills from agricultural to
commercial tariffs, and backbilled Harris for the difference in-
tariff charges for February through Septémber 1990 at Coallnga and
for February through October 1990 at Lemoore. :

3. PG&E changed its definition of agricultural end-uses
effective January 1, 1990.

4. The Harris feedmills solely supply cattle- feed1ng
operations; the feedmill product is not packagéd or sold

comnercially.

5. The Harris feedmills roll, chop, and blend the various
ingredients to make the feed more palatable, nutritious, and
digestible.

6. SeVenty percent or more of the energy consumed at the
feedmills is used for producing feed.

7. A working group, consisting of representatlves from the
_Commission, the Power Users COuncll, PG&E, and the Ca11fornla Farm
Bureau Federation, was formed in 1986 to address the deflnltlon of
agricultural uses, and to eliminate agrlcultural rates for
customers who aré not agricultural or who process an4agriéu1tufél'
produdt for commercial sale. The working group preseﬁted its
recommendations to the Commission in the 1988 PG&E Annual ECAC

procéeding.
8. - All other feedmills served by PG&LE are classified and

served on commercial tariffs.
9. PG&4E classifies farm shops as agricultural if 70 percent
or morée of the enérgy is used to maintain farm equipment. 7
10. Raising livestock i{s a defined agricultural end-use. .
11. Under D.88-12-031, changing the form of the product is
relevant only to other agricultural uses that involve production
for sale.
cOnclusions of Law
) - Harris® feedmills in Coalinga and Lemoore qualify for

agtieul}prg}ytariffs.
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2. PG&B should be ordered to refund the additional charges -

: ,resulting from application of commercial rates to Harris'

feedmills, to apply agricultural tarlffs prospectlvely, and to o

~ withdraw the 1990 backbilling.

ORDER

IT IS ORDBRED that!

1. Pacific Gas and Electric Company (PG&E) shall rec1a551fy
Harris Farms, Inc.’s {(Harris) Account No. TTP59 2620 in Coalinga
and Account No. HTL 23 3635 in Leméore to the applicable
agricultural tariffs.

2, PG&E shall withdraw the backbills to Harris for 1990 in~
the amounts of $73,792.83 at Coalinga and $4,337.69 at Lemoorey o
N 3. PG&E shall refund to Harris the additional charges.

‘ resulting from application of commercial tariffs instead of

4agricu1tura1 tariffs frOm October 1990 at Coalinga and trom
November 1990 at Lemoore. :

This order becomes effective 30 days from today.
pated February 5, 1992, at San Francisco, California.

DANIEL Wm. FESSLER

President -

JOHN B. OHANIAN -
PATRICIA M. ECKERT
NORMAN D. SHUMWAY.
Commissioners
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