o se832 ORICINAL

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTA

In the Matter of the Application of
PACIFIC GAS AND ELECTRIC COMPANY for
authority, among other things, to
change certain rate schedules <o
implement time varying rates for
electric service pursuant to the
Second Interim Report in Case Ko. 080L.

Application No. 56124
(FLled Secerver 16, 1375)

(Appearances are listed in Appendixz A)

Procedural Background

On August 31, 1974 the California Legislature adopsed
Assembly‘Concurreﬁ; Resolution lo. 192 which requested the Pudblic
Ctilitles Commission to make a thorough investigation of
alternatives to presently constituted rate structures of California
electric utilities and of what changes, if any, should be made in
such rate structures o that they would tend to discourage,
rather than encourage, Inereased consumption of electricity. Among
the alternatives specified »y the Leglislature was:

"(4) Requiring new metering which would
enable higher prices for consumption

of electricity at the demand peaks
each day." 1/

1/ The entire text of ACR 192 s reproduced as Appondix A of
Decislon No. 85559, dated !Maren 15, 1976, in Case io. 9304,
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Pursuant to the request of the Legislature, the Commission
instituted Case No. 9304, an order of investigation into electric
rate structures. In its second interinm repory to the Legislature,
Decision No. 85015, dated October 15, 1975, 4n Case XNo. 6804, the
Commlssion noted,

"during the pendency of the investigation
in Case No. 2804 we desire that progress
be made in implementing the concept of
peak load pricing. In furtherance of that
end, the respondent electric utilities
should file specific proposed neak load
tariffs by applications or advice letters
Tor review by our staff and interested
parties.”

Previously during the course of hearings on Pacific Gas
and Llectric Company's (PGLE) Applications Nos. 54279, 54280, and
54281 for a general rate increase PG4E had indicated that 1t would
cooperate In the developmeﬁt of peak-load electrical tariffs.
Accordingly PGEE developed samples of such tariffs and these samples
were reviewed at a series of four informal technical conferences
Sponsored by the Commission staff and attended by represzentatives of
ratepayer and environmental groups, public agsencles, and other
interested partlcs, including most of the active varticipants in
this case. '

Following the completion of the Iinformal technical
conferences, PGYE filed, on Decembder 16, 1975, the zsubject
Applilcation No. 56124 in compliance with Decision No. 85015. The
authority sought would permit PGEE %o aprly time varying rates
to éertain of 1ts large electric customers.

Notice of Applicatior No. 56124 was mailed in
accordance with Section 454(a) to all affected customers. The
matter was assigned to Commissioner Ross and referred to |
Lxaminer Boneysteele for nearing. Notice of hearing was sent %o
affected custonmers and toJknown Interected partiec.
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Hearings commenced on March 8 and continued for a total
of seven days, concluding on April 14, 1976. Concurrent '
opening orlefs were filed on May 21, 1976 and the matter submitted
for decislon upon the filiing of concurrent reply briels on
June 1, 1976. |

Testimony and exhidits were presented by PGLE, the
Commission stalf, and by the Secretary of Defense on behalf of
the consumer interests of the executive agencles of the United
States (Department of Defense).

While a number of customers and interested parties
appeared at the first day of hnearing, only the California
VManufacturers Associatlion (CMA), the Environmental Defense Fund (EDF),
Monsento Company (Monsanto), Airco, Inc. (Airco), the Department
of Lefense, PG&E, and the Commission staff participated in the
examination of witnesses and filed briefs.

Decision No. £5559 In Case No. 9304

Subsequent to the commencement ¢of the hearings in this
application the Commission Lssued, on Mareh 16, 1974 in Case No. 9804,
Decision No. 85559, entitled "Opinion and Final Report to the
Legislature Pursuant to Assembly Concurrent Resolutlon No. 192,
Adopted August 31, 1974". The order in Decision No. 85557 contains
several directives to various Californla electric utilities that
are designed to implement peak-load pricing. Ordering Paragraph 1
was directed to the three largest California electric utilities,
including PG&E,g/and requested them to propose specific time-ol-day
pricing tariffs that would cover large usage customers for whom

substantlially all of the necessary metering equipment had bLeen
installed.

2/ The other two were San Dilego Gas & Electric Company and
Southern California EZdizon Company.
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PGLZE'z Provosal

Application No. 56124, weing filed gseveral months prior
to the issuance of Decision No. 85559 on March 16, 1976, anticipated
that decision in that the raves proposed vere limited to large
customers who ziready had recording meters for measureuent of
kilowatt hour consumption by time of day. PG&E zvated, in
Application No. 56124 that, should sufficient benefit Le demonstrated
{0 support the maintaining of a time-0f-day rate design, PGLE
would develop proposals for implementing time varying rates for
other classes of customers as information about The peak response
ané potential for shifting demand which reszults from these rates
becomes available. PGLE 1s currently evaluating 2 nunber of
alternatives to control loads and meters so that time varying rates

can be applied to customers who 4o not currently have recording
neters.

The time varying rates proposed dy PGLE are intended ¢o
have no effect on PGEE's overall revenues but there would be a
shift of revenues between customers depending on thelr usage in eacn
time period. The time varying rates would he implemented by the
£1ling of a new Schedule No. A-17, General Sexrvice-Time Metered,
which would be applicable to polyphase alternating current service
to all customers of record on September 20, 1975 served under
foruer Schedule No. A—lhz/and thereaflter t0 new customers whose
maximunm monthly demand is 4,000 kw or greater. It would
also bve applicable To existing customers served under any
applicadble general service, agriculture power service, refinery,
or standby service schedule whose monthly maximuwa demand is 4,000 kw
or greater for 3 consecutive months. Any customer whose\aggresaﬁe
eiversified monthly maximum demand at 2 single service location had

3/ Schedule No. A-1l4, General Service-Large Demand lMetered, was
-canceled effective September 20, 1975, by order of Decislion

No. 84902 dzted September 15, 1975 in Applications Nos. 54279,
54250, and S54281. ‘

-l
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fallen velow 3,500 kw for any 12 consecutive months could, at his
option, thereafter elect to continue to receive service under
Schedule No. A-=17 or else elect to be served under any other
applicable sc¢hedule.

Service supplied under Schedule No. A=17 would be in
accordance with contract. The contract would be required for a
period of 3 years when service is first rendered under Schedule
No. A4=17 and for subsequent periods of one year each thereafter,
continuing untlil canceled by either party by one year's written notice.
Customers of record on September 20, 1975 served under existing
coitracts for service under former Schedule A-14 would continue to be
served under such contracts except that following the expiration of the
initlal ten-year period such contracts would continue 1in effect for
subsequent perlods of one year each until canceled by either party
by one year's written notice.

Not having any empirical studies upon which to base a
quantitative determination of the average orice elasticlity of
demand during peak time periods, PGLE could not predict the effect of
2 time varylng rate. The utility therefore presented three exanple
tarliffs which were designed to recover the same level of revenue
as would otherwise applicable tariffs, but under three asswotions
of cemand shift. The three examples, designated "A-17A", "A-17B",
and "A-17C", were designed assuming a 0 percent, 5 percent, and
10 percent translation of sales from the maximum on—peak*period‘

%0 the partial peak period.

Each of the three examples proposed a fixed customer
charge, a set of two seasonal time varying demand charges, and a
single set of time varying energy charges. The customer charge
would be a uniform $650 a month for all three examples. The two
sets of charges would be applicadle to a five~nonth summer veriod,
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Geslgnated "Period A" and for & seven month winter verilod,

designated "Pericd B". The =wo sets of demand charges, and the
s*ngle set of energy ¢harges, would vary by peak, part*al vuak
and off-peak hours of the day. ‘

The separate summer and winter periods and the oeaf,
partial peak, and off-peak hours were celected by PGLE’ itness,
rate engineer Stephen P. Reynolds, after an analysis of PG&E's

system day load profiles which indicated time periods that could be
managed by rate incentives. The analysis showed the need for a
Seasonal change in the definition of the peak hours, paralleliﬁg
the seasornal changgs in PG&E's load shape. The partial pealk
hours were selected as those lower~load level hours which could
more easlly absord added lozd than she on-peay hours. o
in ir. Reyrnolds' opinion the time periods selected fd; the

proposed Schedule No. A-17 tend to offer a significant incentive
to shift load. '

The three examples, ac £inally revised at the hearings,
are shown on the following tabulation: ‘




Exznple A ~ Example B Example C
0f Maximma Oa Peak 5% Maximum on Peak - 104 Maximum on Pegk
K¥ Reduction Relative KW Reduction Relative K Reduction Relative
To Partial Peak To Partial Peak To_ Partisl Pesgk

Customer Charge . :
Per meter per month $650 - $650

Period A Poriod B d A Period A Period B

Demand Charge
Per kw of demand in -
cach time interval per month

On Pesk $3.07
Partial Peak 0.25 0.25
Off Peak -~ -

J, Energy Charge

' Per kvhr in each
tim2 interval
On Pesak B +88%¢e 8962
Partial Peak 078)[ T 3781} -796
Off Pesk c632| 1681} 0696

Fnergy Charges exclude fuel
cost adjustment factor of
0:5%952/kvhr,

$2.05 $3.22 $2.15
0.25 0.25
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Period A would be applicadble to meter readings from May 1 %o
September 30 inclusive for the following hours:

On Peak 12:30 p.m. to 6:30 p.m. Monday through
Friday, except
Holidays

Partial Peak

30 a
30 p

.. Monday through
. Triday, except
Holidays

8
6

8:30 a.m. to 10:30 p.m. ' Saturday, except
Holidays

10:30 p.m. to 8:30 4.m. Monday ﬁhrough
, Saturday, except
Holidays

All day Sunday ané Holidays

Period B would be applicable <o meter readings from October 1 %o
April 30, inclusive for the following hours: :

On Peak 4:30 p.m. to 8:30 p.m. Monday through
rriday, except
Holidays

Partial Peak : Monday through
- Friday, excent
Holidays

8:30 a.m. to 10:30 p.m. Saturdays except
Holidays

0ff Peak 10:30 p.m. to 8:30 a.m. Yonday through
Saturday, except
Holidays

All day Sunday and Holidays

The Holldays are: New Years Day, Washington's Birthday,
HMemorial Day, Independence Day, Labor Day, Veterans Day,
Thanksgiving Day, and Christmas Day, as said days are specified in
Public Law 90-363 (U.S.C.A. Section 6103).
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The revenues that would be realized under the three

examples, using a fuel cost adjustment factor of J.595¢ per kwhr,
are as follows: ‘

Revenue at Proposed Rates (51,000's)

0% Maximum 5% Maximum 10% Maximun
Alternative On Peak Kw On Peal Xw On Peak RXw
Zxanples Reduetion Reductcion Reduerion

A-17B 230,913 129,191 127,480
A-17C 132,726 130,972 129,191

All three of the alternative examples indicate a revenue
change of approximately 2.6 percent or 2.4 million dollars oceurring
as 2 result of 10 percent reduction in maximum on-peak yow demand.
Revenue losses would be slightly higher 1f some energy and demand.

1s assumed shifted to the off-peak as well as the partial peak
pexrlod.

Although PG&E at present has no firm data to support any
"t of. the percentage alternatives, . Reynolds testified that,
in view of the brevity of the on-peak period during the winter
»beaﬁon and because the 7-month winter season on the peak time period
.'is not coincident with the typical 8 a.m. ¢o 5 p.m. workéay
;ngerations of a large number of customers for which the tariff
i}mighm be applicable, 1t would 2ppear that the 10 percent figure
* might be a plausible indicator of the possidle response to this
tarifs. | |
According to lir. Reynolds, a close review of the annual
load variations for each customer, combined with the recognition
that the on-peak hours as defined by the tariff constitute only
13.9 percent of the 8760 hours in a year, implies that on the
average it would be possible for each customer to cut back nis

load by 10 percent with a resulting shift of kwh's to the partial-
. or off-peak time periods.
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A 10 percent demand reduction in 21l twelve months was
estimated tO save a weighted average 105 megawatts of on-~peak
load per month. This is slightly less than 1 percent of PGZE's
summer 1975 system annual peak.

A § percent maximunm on-peak demand reduction in all
twelve months was estimated to have the effect of saving approxi-
mately a weighted average of 56 megawatts of on-peak load per
month. '

Should 2 time-of-day rate form be adopted by the
Commission, 1t 1s PG&E's intention to establish and maintain
“detalled monitoring systems that will attempt to isolate and
analyze any load shifting that might occur.

Ir. Reynolds estimated that high load factor customers
which tend to be operating contlianuously during all the defined
on~peak perlods could face a rate level increase of up to 3 percent.
Lower load factor customers whose demands are largely off-peak
or partial peak in nature could see a commensurate rate level
decrease.

Mr. Reynolds stated that the proposed Schedule No. A-1l7
would eliminate the minimum b1lling demand charge and demand
ratehet which are a part of PGEE's existing Schedule No. A-l3.

This would have the net result of encouraging maximum_loéd shifting
but 1t also would have other effects. With no minimum demand charge, !
there would Ye lesc overall vevenue stability. I a customer '
should curtall load completely for maintenance or vacations,
compensating revenues must come from those customers which have

more c¢onstant, continuous loads.

In PG&E's rate change proposal, a section devoted to
nonitoring and evaluation Is outiined. Should a time varying tarifs
be authorized by the Commalzsion, PG&E feels that it isfimperative
that the revenue effect of that tariff be annually reported ©o

=l 0=
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the Commission. It 4s PGEE's intention to Ineclude recommendations
In those reports for rate level changes to maiatain parity of
revenues with otherwise applicable schedules. A key variadble for
analysis would be the average annual ¢/kwh figure from a time~of-day
tariff in relationship to the most recent average ¢&/kwh figure
authorized by the Commlission.

PG&E's proposed Schedule No. A=17 contains a specilal
condition preseribing a faclility charge. According to Mir. Reynolds,
the facility charge 15 indicative of PG&E's intentlon that the
utility recover its investment In facilitles required to serve
each of 1ts customers. The facllity charge is intended To protect
PGRE's Investment in excess facilities to those customers which
may be able to operate entirely off-neak. Specilal pumping customers
which may only operate perlodically or in certain seasons of the

year are a particular concern.
Staff Proposal

By staff counsel's opening remarks and by the presenta-
tions of the stalf witness, supervising utilitles engineer
Donald L. Houck, the Commission staff stated its agzgreenment with
the ¢ime periods and rate variations selected by PGEE in the
cxamples PGRE presented 4in this proceeding.

¥r. Houck, as did Mr. Reynolds previocusly, testified
that the rate and time determinations of the proposed tarifls.
were not Just the project of PGLE alone, dut were the product of
a serles of Informal technical conferences in which, as mentioned
above, most of the active parties in this proceeding participated.
¥ir. Houck disagreed, however, with both the 5 percent and 10 pexrcent
demand snifts used by PG&E in its example. He proposed instead
that the Commission adopt a time~-of-day rate that would provide
the revenue requirement assuming an expected shift in on-pesk
demand of 2.5 percent. IMr. Houck's recommendation was based on
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his best estimate gained from 1S participation in Case No. 9804.
He also took into consideration the probability, expressed to him
by PGXE, that the Commission would again be examining the overall
revenue requirements of PGLE in another general rate case within . .
the next two years.

Proposal of the Department of Defense

The only other affirmative presentation was nade, Iin
behalf of the Department of Defense, by Daniel J. Reed, 2 ¢consulting
rate engineer. Mr., Reed proposed a nonthly customer charge of
51,600 Instead of the 4650 proposed by PGZE. He accepted PGRE's
two seasonal periods for use in specifying demand sates but
recommended higher demand charges. To offset the higher demand
charges, he would have lower uniform, rather than varying, enargy
rates. IMr. Reed rejected the notlion that there would be 2
significant shift in demand and contended that time varying rates
cannot be expected to produce significant shifts in Industrial
load patterns. To adopt PGLE's 17-A and 17-2 proposals assuning
5 percent and 10 percent demand reduction would, to Mr. Reed, be
"gold plating" the time-of~day pricing proposals.

The time varying rate form proposed by Mr. Reel 1z shown
in the following tabulation:

Customer Charge
Per Meter Per Month $1,600

Demand Charge Period A Period R
Per kw of Demand in each
time interval

On-Peak 2.85
Partial Peak 1.00
oL f~-Peak -

Energy Charge
Per kwh 0.450¢

Energy charges exclude
fuel cost adjustment factor
of 0.595¢/kwhxr.
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M. Reed's customer sharge was taken from a PG4T cost
allocation study In Application No. 555095/, which study indicated
that the ave?agg customer cost for a customer whO«rdrmerly ﬁook
service under now obsolete Schedule No. A-14 would be $1,600 per
month at present rates.

| To determine his demand charges, Y. Reed used 2 cost
allocation study presented by PG&E in Application No. 542795/.
He concluded from that study that about 95 cents per kilowatt per
nonth was attributable to distridbution system cost recovery.
Mr. Reed sald that, unlike operating and transmission equipment,
distribution plant is not common to all customers and coineldental
systen demands do net relate to distridution plant. At the very
least, wr. Reed felt that the partial peak demand charge should
reflect distribution plant cost recovery, ané, on that basis,

selected $1.00 per yilowatt as the appropriate monthly partial peak
charge for both seasonal periods.

To obtalin the on-peak demand charges, !Mr. Reed subtracted
the revenue that would be obtained from his customer and energy
charges from the total revenue requirement. The remaining revenue
obtained from this caleulation was divided by the on-peak kilowatt

load to obtain $3.85 per kilowatt for Period A and $2.75 per
kilowatt for Period B.

4/ A general rate Increase application for the electric department
by which PGLE asked for a revenue increase of $341,798,000

and by Decision No. £6231, dated August 27, 1976, was granted
$106,027,000.

5/ A general rate Increase application for the electric department
filed@ August 30, 1973, by which PC&I sought $158,446,000 and.
was granted $150,152,000 by Decision No. 24902 dated ‘
Septemder 16, 1975.
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For his energy charge, lr. Reed a2lso relied on the
cost allocation study in Application No. 55509 which showed the
comodity charge %o be approximately 0.450 cents per kilowatt hour
for the type of customer contemplated to be served under Schedule
No. A-17. This commodity charge did not include the fuel cost
adjustment factor of 0.595 cents per kilowatt houw.

According to Mr. Reed, there was no support for the
variation in energy rates between the on=peak, partial peak, and
off-peak time iIntervals. He said that PGEE's analysis supporting
the tenth of a cent difference in rate for each time Interval
was fallaclous in that 1t assumed that the next increment of
energy generation would come from oil or gas Lfired generation
equipment. To refute this [Mr. Reed presented a load curve for
2 December day which showed that the load following hydroelectric
generation was greater than the load following thermal generation.

Mr. Reed was of the opinion that to the maximum extent
possible, his approach placed price where cost is. The rate for
partial peak perlods was adequate for distribution system cost
recovery arnd the price s 1gnals given for on—pea&‘consumption, it
these signals mean anything 2t all, are better than PCLE's (4£3.85

rather than PGLE's A-1TA rate of $3.07 per kw per moqtb)
Particivation of Other Parties

Although they d1d not present witnesses, counsel for
Alrco and lMonsanto, for CMA, and for EDF participated 11 Cross=-exanl-
nation and stated their positions by means of dbriefs.
Alrco 2nd lMonsanto Positions

~ Both Alrco and Monsanto own and operate numerous
manufacturing and production facilitiles shroughout the United States.
In California, Airco has seven production facilities, several of
which are served by the PGLE electric sysverm. Monsanto
has plents located throughout California served by each of the
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three major electric companies. Airco and ‘lonsanto are _
power Intensive industries. For some processes, the cost of
electricity is as high as 50 percent of the product cost.
Accordingly, both companies have an interest in any proceeding
where changes Iin rates or modifications to the rate structure
or design are being considered.

The rate design philosophy of Airco and Monsanto 1s that
each customer clasé and each customer within a customer class
should pay rates wh;éh reflect, as nearly as possible, the costs
which that customer imposes on the utility company.

Alrco and iMonsanto are not in disagreement with the
concept of peak-load pricing. As 2 matter of fact, it is the
belief of both Airco and Monsanto that the theory of peak-load
pricing 1s based on cost of service principles. To the extent that
time varying rates can be developed which "track" time varying
costs assoclated with serving different customers and to the
extent that those rates can be implemented equitably for the
utility's customers, Alirco and Monsanto would endorse such rates.
As high load factor customers, with all the efficlencies of use
that desceriptlon impliles, both ¢ompanies would, theoretically,
benefit.

alrco and Monsanto note, however, there are a number of
very practical problems and obstacles, both technological andé
logistical, associaﬁed with peak-load pricing that require
resolution before the theory can be expected to function properly.

Airco and !Monsanto argue that, though the Cormission's
Second Interim Order in Case No. 9804 di1d not specifly the class
for which peak-load tariffs should be filed, PGLE selected
the former A-l4 customers for the initial imposition of time varying
rates. Keeping in mind the "shift of load" target, the essence of
peak~load pricing, Airco and llonsanto view the cholce as a pure
demonstration of Lll-conceived and wnnecessary expedlency as 1t Iis
clear that thls group of customers has a very level load already,

ooth dally and seasonally.
) =15~
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“he two companiles objJect to the seasonal rate foru.

They note that, in hls direct testimony, Mr. Reynolds stated that
the seasonal demand differential was based on the fact that the
summer peak 1s broader than the winter peak due to the air
conultioning load. irco and Monsanto sSay that tnis has listle

or nothing to do with the A=-lL customer because the air conditioniag
component of the load of these customers is relatively insignificant.
To this ir. Reynolds, on cross—-examination, agreed.

Alrco and Monsanto also oppose time varying energy
charges. They contend that energy ¢osts do not vary annrecliably
over a daily ¢ycle and, aceerdingly, the energy differential
proposed 1s unjustified and Improper.

Concerning PGLE'S proposed demand charges, Airco and
Monsanto take the position that the incentive to saiflt demand
automatleally includes the incentive to shift energy while the
incentive to shift enérgy does not necessarily carry with 1t the
incentive to shift denmand. They also bellevs that Mr. Reed’s
proposed demand and enersy charges more properly and accurately
reflect demand and energy costs than 4o the PGLT proposals.

Pinally, according to Alrco and Monsanto, PGRI's 5 percent
(alternative A-17A) anc 10 percent (alternative A-17B) assumptions
are improper. First of all, they are desipned to produce the sane
revenaes as would alternative A~17A, the "no load shift" situation.
‘“hls means that 1f the shift of customer~load patterns takes time
or 1f the shift is less than aanticipated by alternative A-17E or
A=17C, PG&E will overcollect. Aryuing chat there is very little
expected load shift by this proup, Alrco and llonsanto characterize
the higher rates of A-l7E and A=-17C 2as being not onlylimproper in
the context of sound ratemakingz principles tut as simply coercive.
under A-17C, for example, the class would have %o shift load by
10 percent to hold rates for the class at the came level. They
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argue that rates should not be set to requlre a shift to aveid
increased rates and that even 1f a shift should be realized, 1t
would be difficult, indeed impossible, to confer the deserved
benefit of the reduced system demand on the class of customers
that, because of the shift of load of that class, was responsible
for the reduced system demand.

It Is ALrco’s and Monsanto's recommendation that 14
Peax-load pricing 1s to be adopted, it be Mr. Reed's proposed
rate, without its seasonal demand charge variation. Since, they
contend, there 1s no basis for seasonal demand variation, the
charges, both energy and demend, as contained in Mr. Reed's rates
more nearly reflect the costs of energy and demand during the peak,
partial peak and off-peak howrs than does the PGLE rate in 1ts
various forms.
CMA's Positigg

CMAQ/ varticipated on behalf of itz members, a
number of whom presently receive electric service from PG&Z
on Schedule No. A-13, and are proposed to be placed on Schedule
No. A-17 for service under time varying rates. CMA was
very active in Case No. 9804 and in that Proceeding exnressed its
coubts conceraing the utility of peak?load pricing generally and
peak~load pricing aimed solely at large industrial customers in
particular. They maintaln those reservationsz, but do not ompose
PG&E's proposal to implement time varying rates in this proceedinc.

§/ CMA is 2 voluntary non=-profit association whose memdership
comprises varied industriec, large and 3mall, with approximately
1,000 manufacturing plants in California. Membership in CMA
Is limited %o manufacturers, processors, fabricatorsz, and those
engaged In allied research. No pudlic utllity or carrier is
elligible for membership. :
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CHA %Lz, however, strongly onposeu to PCLE's request
for authority to set the rates in guestion at levels waich
antlcipate demand shifts and energy usage reductions which could
reduce revernues. CMA contends that, although PG&E claims +hat no
increase in revenues is being sought, such 1s clearly the case,
and that any rates authorized in this proceediny should be set
on the basis of sales and revenues authorized by Deelslon No. 84902
in PG&E's last general rate proceeding.

CMA submits that the question of whether vine~of-day
rates will result in reduced on-~peak kw demands and the amount
of that reduction can only be ascertained tﬁrough actual
experlence. If time-of-day rates are to he 2dopted, CMA endorses
the monltoring system proposed by PGZE, and the Commission’s
invention to monitor the effect of such rates as expressed Iin
Declsion No. £€5559. At this time, according to CMA the
5 and 10 percent on-peak reductions Predictedc by PGE are
totally speculative and cannot Support the Iincreased rates
proposed in 1ts application. )

CMA argues that PCGLE proposes to incerease the rates
of large light and power customers when such increase is not
Justified on the basis of the cost allocation used in 1ts last
rate proceeding, Application No. 54279. CMA notes that PC&E's
alternatives A-17B and A=17C Increase the demand rate for the
on-peak perliod but leave the rate for off-peak neriods at the
same level as the basic proposal. Thus the high-load factor
customer who cannot shift his load to reduce his on-veak demand
will subsidize the low-load factor cuStomer who may. The PGLE
proposal would also incerease the energy charge for usage in all
three time periods Iin alternatives A-17B and A~172. LMA states that
the rates for this class of customer have traditionally been‘based
on cost allocation comsiderations, the ¢class paying 1ts proper
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share of total cost of service. It 4s CilA's contention that, since
the Issuance of Decision No. 84902, this class of customer has

also pald a sudbstantial subsidy to support the lifeline Lenefits
accorded the domestic class. To CMA the placing of additional
revenue requlrements on this class of customer, or on Just part of
this class, Is totally unjussified on a2 ¢cost allocation basis.

CMA states that, should system peax demand be reduced
through implementation of this proposed tariff schedule, other
customers on the systex whose loads are pgrowing will benefit by
the availability of that peak usage. Consequently they snould share
in the cost of that additional peak usage avallable to them. If
the Commlission bellieves that 1t must protect PGEL against all
possibllity of lost revenue, even so remote 2 POssibility as that
presented here, CMA urges the Commission to spread the rate increase
o all customer classes.

CMA looks forward with interest to the implementation
of time~of-day rates for large light and power customers. It
believes that experience is required for the Commission to aocertain
the effectiveness or ineffectiveness of peak-load pricing concepts.
It strongly opposes PCLE's preposal, however, to inerease the
rates to such customers as part of its change to time-of-day rates.

CMA urges the Commission to reject alternatives A-17B and A-17C and
to adopt A-1TA.
ZDF's Position

CDF supported PGE's position and, in addition, asked
the Commission to "flesh out” 1in this procecding, its position
on use of marginal cost data in electrical pricing.

In support of PG&E, EDF argues that, although PG&E
has been extraordinarily fortunate in naving avallable load-
following hydroelectric capadblility whieh has enabled 1t to
operate 1ts fossil fuel facilitiles very efficilently at almost all
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tines of the day and year ané “huz maintaining a small ¢ifferential
in energy costs of on-peak and partial pezk generation, PG4E's years
of good fortune are prodbably drawing to a close, as it has already
begun the process of adding inefficilent gas turbize units to 1ts
system, for peaking purposes, and has applied to the Commission
for permission éo bulld a large pumped storage peaking facllity.
According to EDF, one can only assume that, in the future, PGLE's
incremental cost of supplying on-pezk energy will increase
relative to 1ts cost of Supplying off-peak energy and that the two
tenths of a cent differential which 1t has Froposed between peax
and off-peak energy rates is an absolute minimum 47 1ts rates are
to reflect real differences in cost of providing service to its
customers.

| EDF contends that 1t is wrong Lo rely on differentials
in demand charges alore to constrain peal demands. Such reliance
focucses too narrowly on the reactions to a rate schedule by specific
custorers, without reflecting adequately upon the diversity which
all the customers in the pProposed Schedule No. A-17 give %o the
PGLE sysctem. A greater price signal in the on-peak energy charge
encourages customers to conzerve throughout the on-peak perliod,

not Just at tim2s when thelr maximunm demand for the billing period
might be exceeded. :
Discussion

Azlde from the EDF's request for a wore energy intensive
on-pealk rate and that the Commission "flesh out" its views on marginal
o5t Pricing, the major difference between the various participants
gecms %o be whether we should accept PGEE's time varying rate or that
of the Department of Defense. A Secondary difference 1z, should we
recognize, in rates, any shift in peak-load demand, and if so,
how much.
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Concerning LZDP's request that we expand upon our treatnent
of marginal cost pricing in Decision No. 85559, we are of the
opinion that this Specific rate proceeding is not an appropriate
one for a general Philosophical pronouncement. As we Indicated
in Finding 52 of Decision No. 85559, for the Commission t0 make
3pecilic use of marginal cost and elasticity data, further
development of suech data is required. We prefer to have the benefs
ol more data before expanding our treatment of marginal cost pricing.

Consequently, we will not comply wlth EDF's request in this
proceeding.

The Informal open conferences which preceded chghfilihz
of the PGLE application that we are here considering apparkntly
succeeded, for the most part, in developing a consensus as}to
dividing the year into summer and winter perilods, as to the

‘nigher demand charge in summer, and &5 to the definition of peak,
partlal peak, anu off-peak periods.

The first substantive issue that we must resolve 1s
whether our time varying rate should depend solely on differences in
demand charges, as proposed by the Depariment of Defense and
supported by Airco and Monsanto, or whether 1t would be more
effective to have varying demand and emerey charges, as
proposed by PCGLE and supported by the staff, CMA, and EDF.

We concur with the second approach. Az EDF points out,
on & marginal or incremental basis, in the future the costs %o
PGEE of supplying on~peeX energy will inerease relative to those of
supplying off-peak énerzy. Future ineremensal on=pealk energy will
typically be supplied from fossil fuel combustion. It 4is true
that the overall cost of fuel wlll be recovered through the fuel
cost adjustment, dut Mr. Reynolds of PG&E explained that, as the
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load requirement increases during the day, the dispatch computer
will obtaln additional generation from the steam unit or units
requiring the least additional amount of fuel. Cogverselx, as the
ioad requirement decreases, the unit or units providing the largest
reduction in fuel will be unloaded first. The fuel clause, dy
itcell, does not recognize daily incremental or marginal changes in
fuel cost. For this recognition a time varying energy charge 1s
regquired.

We will, therefore, adopt a2 rate form which will give more
weight to the marginal cost of energy during on-peak and partial-peak
periods while maintaining 2 level of not less than an average
energy ¢ost dasis during off-peak periods. It 1s recognized that
both rates are substantilially helow the marginal cost of energy
generated from low sulfur fuel oil. _

The only remaining point of controversy 1s whether the
time varying rate should reflect any overail conservation in use
o electric energy. £ such conservation does take place PGEZE's
revenues from the A-17 schedule will bhe reduced and, as we have
explalined, PGLE does not wish to be penalized by the operation of a2
time varying rate schedule. Conversely, the large customers, as
represented by the Departzent of Defense, Alrco, Monsanto, and the
CMA, do not wish to proviée the windfall that would zeerue to PG&E
from the operation of a time varying rate schedule bazed on
conservation that did not take place. We appreclate both these
concerns. ‘

It 1s obvious that a time varying rate designed to shlft
load through Iincentives in price would, should 1t operate as intended,
result In diminutlion of revenue.

PGEETs Anitiative in filing the first application for
time-of-day rates and in assisting Iin developing a complete record
in this proceeding should be commended. In order to preserve revenue
ctabllity in these early stages of time-of-day pricing and to
prevent diminution in revenue, we will recognize the 10 percent
figure developed by PGEE and will require Institution and maintenance

22
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of a monitoring and evaluation program. The large users have
had early neotlice of the Commission's policies on rate structure
and have had the opportunity to adjust their operations to reduce

the burden of such rate changes. The customers' denmonstration of
the ability to shift demand and conserve energy will be given

careful concideration in subsequent proceedings.
Implementation
The rates that we are authorizing Iin the order that

follows will be based on the criteria previously tndicated and
allowing for a 10 percent load shift. We have recently issued 2
combined decision in Applications Nos. 55509 and 55510 of PG&E for
general rate increases for 1ts electric and gas departments.z
The Schedule No. A=l7 that we are authorizing will reflect the
electric department revenue requirements determined Iin that
proceeding and will be consistent with the rate schedules we
authorized In that decision.
Tindings

l. A time varying rate electric schedule similar to
Schedule No. A=17, General Service=Time Metered, as proposed bdy
PGEE should be authorized. ’ |

2. The rates contalined in such a schedule should be those
proposed In Example A Iin PG&E's application, modified to reflect
this opinion and a 10 percent shift in lozd from the on-peak
period to the partial peak perliod, and further nodified to reflect
the electric department revenue requirements that we have determined
in Decision No. 86281 in Application No. 55509.

1/ Decision No. 86281, dated August 27, 1976.
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3. PG&E should be authorized to modify its other rate
schedules, as proposed in the application, to accommodate
Schedule No. A-17.

4. PG&E should be authorized and directed to institute and
maintain the monitoring and evaluation program proposed in its
application.

5. This proceeding is not an appropriate one in which to
significantly expand the Commission's treatment of marginal cost
principles expressed Zn Decision No. 85559.

The Commisslon concludes that Application No. 56124

should be granted to the extent set forth in the order which
follows.

IT IS ORDERED that:

1. Pacific Gas and Electric Company is authorized to file
with this Commission, not later than thirty days after the
effective date of this order, in conformity with the provisions
of General Order No. 96-A, revised tariff schedules with rates,
charges, and conditions modified as set forth in Appendix B
attached to this order and, on not less than thirty days' notice

To the publlic and to the Commission to make the revised tariffs
effective.
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2. Pacific Gas and Elcctric Company 1s zuthorized and
dirccted o institute and maintain the monitoring and evaluation
program proposed in Section D of Exhibvit C of spplication
No. 56124. '‘he report to the Commission required by paragrapn 7
of the program shall be filed annually, for the nreceding
calendar year, on or before March 31. The first such report
shall be due on Mareh 31, 1977, and shall be for that pertion of
1976 for which the time varying rates are effective.

The effective date of this order shall be twenty days
afteor the date hereof.

Dated at San Francisco ~, Galiformia, this 1{{2%
day of NOVEMRER , 1976.

~Cormissioners

Commir*inn" w4 ninn S"mons. J'r.. dwing
econnnril> ahtant. 44d net pnnir-im’co
in tho di..po..iﬁion of thil procedding.




APPENDIX A

LIST OF APPEARANCES

Applicant: Kexmit R. Kubitz, Attormey at Law, for Pacific Gas and

Electric Company, —

Protestant: Dr. C. Edward Taylor, for Louisiana-Pacific Corporation.

Interested Parties: Robert Young, for Federated Department Stores,
California Retailers Association; James W. Scabareti, for Liquid
Alx, Inc.; Robert E. Shaw, for MobIl 0Ll Corporation: Henry R.
MacNicholas, Attorney at Law, for Airco, Inc¢. and Monsanto ]
Company; Guy Halgren, for Califormia Energy Resources Comservation
and Development Comnission; Thomas J. Graff and Wayne R. 2. Willey,
Attorneys at Law, for Environmental Defense Fund; Norman Elliott
and John McClure Attorneys at lLaw, for Committee to Protect
Californ conomy; William H. Edwards and William L. Knecht,
Attorneys at Law, Callfornia Farm Bureau Federation; Colomel
Frank J. Dorsey, for Consumer Interests of All Executive Agencies
of the United gtates; Goxrdon E. Davis and Willlam H. Booth,
Attorneys at Law, for Callfornia Manufacturers Assoclation;

John R. Asmus, Jr., for San Diego Gas & Electric Company; Tom Knox
and Bob Shilly to, for California Retailers Association; Edward
Mrizek, for the Clty of Palo Alto Utilities; Daniel J. Reed

or the Department of Defemse; and George B. Sheer, for Raiser
Steel Company.

Commission Staff:
Houck.,

Peter Arth, Jr., Attorney at Law, and Domald L.
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PACTFIC GAS AND ELECTRIC COMPANY
Schedule No. 4-17

General Service - Time Metered

APPLICABILITY

This schedule is applicable to polyphase alternating current service
for all customers of record on September 20, 1975 served under former
Schedule A-14 and thereafter to new customers whose maximm demand

in any time period is 4,000 kw or greater and to existing customers
sexved in strict accordance with any applicadle General Service,
Agriculture Power Service, Refinmery or Standdy Service Schedule

whose monthly maximm demand is 4,000 kw or greater for 3 comsecutive
wonths. Any customer whose aggregate diversified monthly maximun
demard at a single sexvice location has fallen below 3,500 kw for
any 12 comsecutive months may, at his option, thereafter elect to
contirue to receive service under this schedule or elect to be

served under any other applicable schedule.

TERRYITORY
The eatire territory served.

RATES Per Meter
Per Month

CuStomer Charse I........Q....‘.....-I-...---....;.. $715

$ Per Maximum XKw Demand in Period A Period B
Each Time Interval: -

onPea'k L B B T I g g $3-45 $2-30
Plus Partial Peak LR R RN N P R T YT 0-28 0.28
Plus Off Peak - =

$ Per Kwhx in Each Time Interval:

onPeak ..;..I-..........o........-.CI.. 00121'8 .01218
Plus Partill PaK ..coceevcccccocccccens .01018 .01013

PIUS OFf POAK wavenneeecesoannnnnnnonoes 00818 .00818.
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ENERGY COST ADJUSTMENT

An Energy Cost Adjustment, as specified in Part B of the Preliminary
Statement, will be included in each bill for service, including bills
for minimum charges. The Energy Cost Adjustment shall be the product
of the total kilowatt-hours for which the bill is rendered multiplied
by $0.00816 per kilowatt-hour. (The Energy Cost Adjustment amount is
not subject to any adjustment for voltage or power factor.)

FUEL COLLECTION BALANCE ADJUSTMENT

A Fuel Collection Balance Adjustment, as specified in Part B of the
Preliminary Statement, will be deducted from eack bill for sexvice,
Inciuding bills for minimum charges. The Fuel Collection Balance
Adjustment amount shall be the product of the kilowatt-hours for
which the bill is rendered multiplied by $0.00042 per kilowatt-hour.
(Tl:xe Fuel Collection Balance Adjustment amewmt is not subject to any
adjustment for voltage oxr power factor.)

SPECIAL CONDITIONS L
1., Time Periods: o

-

Period A would be applicable to meter readings from May 1 to
eptember 30 inclusive for the following hours:

On Peak 12:30 p.m. to 6:30 p.m. Monday through
Friday, except
holidays.

30 a.m. to 12:30 p.m. Monday through

30 p.r. to 10:30 p.m. Friday, except

. holidays.
8:30 a,m. to 10:30 p.m. Saturday, except
holidays.

Off Peak 10:30 p.m. to 8:30 a.m. Monday through

Saturday, except
holidays.

Partial Peak

All day Sunday and holidays.

Period B would be applicable to meter readings from October 1 to
Apx inclusive for the following hours:

On Peak 4:30 p.m. to 8:30 p.m. Monday through
Friday, except
holidays.

a.m. o 4:30 p.m. Monday through

P.m. to 10:30 p.m. Friday, except
holidays.

8:30 a.m. to 10:30 p.m, Saturdays, except
holidays.:

Partial Peak 8
8

30
30

(Continued)
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APPENDIX B
Page 3 of 4

SPECIAL CONDITIONS - (Contd.)

O£ff Peak - 10:30 p.m. to 8:30 a.nm. Monday through
Saturday, except
holidays.

All day Sunday and holidays.

Holidays: The holidays specified in tais schedule include:
New Year's Day, Washington's Birthday, Memorial Day, Independence
Day, Labor Day, Veterans Day, Thanksgiving Day, and Christmas

Day, as said days are specified in Public lLaw 90-363 (U.S.C.A.
Section 6103). |

Maximum Demand: The maximm demand in any month for each time
period will be the maximum average power taken during any
30-minute interval within the time period, but not less than the
diversified resistance welder ipad computed in accordance with
Rule No. 2; provided, that in cases where the use of energy is
intermittent or subject t¢ violent fluctuations, either a
S-minute or a lS-minute intexrval may be used.

Voltage Adjustment: The above charges are applicable without
adjustument for voltage when (a) delivery is made at less than

2 kv, or (b) when delivery is made by means of Utility-owned
transformers at a distribution voltage other than 2 standaxd
primary distribution voltage, or (¢) when delivery is made at

a voltage that requires more than one stage of transformation
from transmission voltage. When delivery is made at the
standard primary distributiom voltage at 2 kv or above availzble
in the area from the Utility's distribution line or, where the
Utility has elected to supply service at a standaxd primary
distribution voltage from a transmission line, for its operating
convenience, from Utility-owned transformers on the customer's
property, the above charges for any month will be reduced by 15¢
per kw of maximum on-peak demand in the month. When delivery is
mede &t transmission voltage (60 kv and above), the above charges
for any month will be reduced by 25¢ per kw of maximum on-peak
demand in the momth. The Utility retains the right to change its
line voltage at any time, after reasomable advance notice to 2uy
customer receiving a discount hereunder and affected by such
change, and such customer then has the option to change his
system s0 as to receive service at the new line voltage or to
accept service through transformers to be supplied by Utility
stbicct to the voltage adjustment zbove.

Pewer Factor: The total chaxrge for any month as computed on the
a2bove rates will be decreased or increased, respectively, by

0.1 pexcent for cach 1 percent that the average power factor of
customer's load in the month was greater or less than 85 perzent, .
such average power factor to be computed (to the mearest whole
pexcent) from the ratio of laggircz kilovelt ampere hours to
kilowatt-hours consumed in the month.

{Continued)
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SPECTAL CONDITIONS ~ {Contd.)

6.

7.

Voltage: Service on this schedule will be supplied at the
voltages as desexribed in Electric Rule 2.

Facility Charge: Where the estimated installed cost of only
those facilities necessary to provide regular sexvice which are
installed after , is in excess of the estimated
annual Tevenue to be derived Irom service under this schedule
{excluding that portion of revenues equal to the product of
estimated annual kilowatt~hour usage times the sum of the Fuel
Cost Adjustment and the Base Weighted Average Cost of Fuel and
Purchased Enexgy) an additiomal monthly charge of 1-3/4 percent
of such excess will be made, If the customex elects to advance
such excess ¢ost to the Utility, the additional monthly charge
will be 1 percent of such excess cost., Upon discontintance of
the use of such facilities due to termination of sexvice or
othexwise, the customer shall pay to the Utility its met ¢cost
to install and remove such facilities. Any customer advance for
cocts of such facilities shall be applied as a credit toward
such net installation and removal costs.

Contract: Electric service supplied under this schedule shall
be in accordarce with a contract authorized by the CPUC. Such
contract will be required for a pexiod of three years when service
ic first rendered hereunder and for subsequent periods of ome
ycar each thereafter, continuing until canceled by either party
by written notice one year in advance of the initial period or
any subscquent period. Customers of record on September 20, 1975
served under existing contracts for service under former

Schedule A-14 will continue to be served under such comtracts
except that following the expiration of the initial ten-year
period such contracts will continue in effect for subsequent
veriods of one year each until canceled by either party by
written notice one year in advance of the initial ten-year
periol or any subsequent one-year period.




