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Decision No •• 88310 JAN 1 01978 ®J$B~~I~~ 
BEFORe THE PUBLIC UTILITIES COMMISSION OF' Trl£ STATE, OF cALrEo~fA:.r::"fi: "', 

" I. '. '" 

, ,.' 
. " In the Matter of the Application.: ). 

of the CITY OF PALO ALTO Seeking' ) 
Ex Parte, Modification o-f Decision ) 
NO. 375S5 in Applications Nos. ' ) 

Application, No .$7622" 
(Filed October 'lZ~,1977},' ' ,'.' 

,'r • 

57124'and 57138. ) 
) -------------------------------

, , 
•• ' .II' .... 

By its application, the city 0·£ Palo·. Alto(Pal~ "Alt,o} 
seeks ex parte modification of DeciSion No.: 875S;.da:eed', JUly':lZ, 

, ~.. . 

, ., 

1977 in Applicat.ions Nos. 57124 : and 5713$ ot Pacifi'c G~s arid. " 
Electric Company (PG&E). By those applications PC&Ewas~uthorized . .' 
to increase its natural gas rates to :offset: the e£fect<i:i' iri6-eases: 
in t.he price of gas pUrchased by PG&E from E1Paso-,Nat:~al'Ga.~', 
Company., '. 
City of Palo Alto 't. Request! ' 

Palo Alto participated in the. hea~ing, in,th6:~~,applicat.i6ns· 
and sought to have' thelllcreased resale: rates topalo>Alt~·b'a.~ed:'· : " 

on the amount of increased revenue· that would be, ,collected' by. 
" ',' " . 

Palo Alto if it were to raise its own customer$~' rates ili", an 
3J:lount identical to the commod.ity rate increase:t~ PG&E~'so:'eustomers~ 

Palo Alto 'asserts,' in this application (Appl'~e~tiOtl. .. , " .. 
No. 57622), t.hat due primarily to. the changes in' rate'd.esig;;,;f£ect~d'· . ,. 

by Decision No. 87585, PG&E~ s Rate', Schedule 0-60 forna'tur8J. .i~s I" 

. . ' .' ", .. .... ',.' . l', 
sales to Palo Alto for resale adopted by Decision No. ·$75S·5: increases, ' .... , .. 

. ,," '." , 
the resale rates to Pa:lo' Alto in an amount 'grea,ter: thanthe:commodity",,, 
rate increase to?G&E' sRate' ,Schedule G-2 customers~' " Beca,ise'.of;this~ 
Palo Alto states t~tit will : suffer a monetary'lo;s, ~D; the ~o~t·, . 

of $82,787 during t.nenext: year and 'eve:ry- ~eart.nere,a!t'e:~' .if: . 
,"" 

ScheduleG-60 . is. not adjusted." 

'. _.,1 ' 
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Palo Alto requests that, the Commission', isSue ianex:,:lkrt.e-: 
supplemental order adjusting, PG&:E~sRat.eSch~dule, ~60"bY',deieting: 
t.he rate ,per therm under the "commodity x-ate per tnerl1l :ov~r' j>'~:7%":,' 
which current.ly is' $~1802, and 1nsertinga': coxnmO:dit:Y',ra:t~ <>~:" ,," 
$ l770 I"~ ;t ,"f~ • . . , ... '" :.''':,~~,:: , . 

Palo Alto ,states that. the requested change is~'noth.ing" 
. I... ',' .,. I ".. 'r: ~ ", , 

more than a correction. in mathematical computation's ,to ',rea.ch. a:, 
, . . '. . '.-'" " '.'_)~ , .': ' .' c· " . 

result which. has~ in fact, been approved by this, C¢mmi~io,n,i.n: the' " 

last several offset.. decisions... ",..',' :?,.:~,.,c .• " 
Inlnterim Decision No. 8"50SZ da:eed October3J,~: 1975i in".,: 

PC&:E's gas rat.e' Application 'No,. 554.68, et al~ ~ , the'" cOXTJlli~si~'n : 
" '. , • r • 

stated: " 

"We, are sat.isfied that Palo Alto and the o.ther' 
resale' customers have demonstrated'tha:t their 
residental customers are· entitled to the benefits 
of the low-usage' rate structure found appropriate 
for PG&t. Accord.ingly, 'With respect to this, , . 
particular increase, the increase to- resale rates 
shall be based on the amount of, increased' revenues 
that would be collected by a resale customer if' 
it were to raise its own customers' ra.tes man. 
amount identical to the commodity rate increase 
to PG&:E's customers. For the purpose of. tb.is 
particular increase, we find that the 
characteristicso! each resale customer are 
sufficiently alike that we mayrelia'olymake.the 
calculation using the data put into this record 
by Palo Alto. In the hearing dates to·£ollow 
we expect the parties to comment on the " 
appropriateness, of this formula and to 'provide 
the cia ta from which similar cal cula. tions can be 
made with regard to, earlier increases.anet the 
resale customers restored theiror1ginal , 
position. • •• " (Mimeo.p~ l~.emphasis add~d·.) 
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In D~c1sion No. 85626 dated March 30 ~ 1976:iater:1nthe",;" 
saIne proceeding., the Commission stated,: :" " 

"The Commission is of theop1nionthat., at 
least ,for the present, the resale customers 
should. continue to receive 1ncreases'and, 
decreases in rates'proport1onaltothose:of 
PG&E's G';'2 customers.. Since theG-2 customers 
will receive additional increases to reflec,t. 
the redu.ction provided the mul t1-ram.1ly~s,ervice' 
custo:nersby reason of the rev1sionof Scr.edule 
No. eM which 1s described, below.," the ,:r-edllct,1on ' 
in the resale rate-swill' be slightly less, than'" 
those suggested. in !Exhibit RH-24. which aresho,wi-l 
above. 

"Palo Alto testified that the rates it charges 
its customers are the same, rates: as~ theC";'2'.' ' 
schedule of PC&E. There is some"qu.estion'of 
whether the other resale customers' (Southwe's,t' 
Gas Corporation, California-Pacific Utilit1es 
Company al'ld the c1ty of: Coalinga.') should<),e" 
accorded, the same, rate treatment, as, Palo '·A.lto,~ 
For purposes of this decis1on.,.wew11ltreat 
all of the resale customers on as1m1lar ba:s'is.: 
However., the staff Will be' directed to· make a ' 
ru.rth~r analysis or this situation and.t.o;:"place" 
in the record in the'next applicable general, 
ra'ee increase application whether t-he- e1rcunl- " 
stances and conditions or these other. r:es:ale~ , 
cus'eomers require a different result~" ...',' 
(Mi:neo. p. 13.) 
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Palo' Alto states' that und.er the currentSchedulec;6:6 "" J'.: 

PG&E will coll\~ct $82, 787 in excess ~t: what it 'should', b~';~olle,ct.~g~': 
Further it states that the modi.f'ication requested' is' minor, t~t> ' 
Decision No. $1585 pr:ovided. for an increase' in revenue~ to'~PG&E,of' 
$;S,444~OOO, and the change requested here' will' b~ .. 14Perc~nt.'~f:" ' 
the revenues involved. 

Palo Alto states that Schedule' c;:.;.60'iricreased,J,;,02t:~ents'·' ,: ' 

per nonlif"eline tl:lerm~ while the average Schedule,' G-l increased, , 
based upon Palo Alt.o' s temperature, adj.usted. sales for',12,mont.h~:.: ended, 
April 30, 1977 ,y'only .706 cent per nonli:f"eline 'therm';" The, l\e~t • 
is an annl:.3.l difference of $82,787 between what. Palo: 'Alto will:' be, 
required. 'to pay (increase of' 1.021 cents per, nonlif'el1D.e::;;therm) and: '~' 
the revenues it. receives £rom passing through the rate increase to 
its customers if it charges all cUstomersY only PG&.E'Sche,dule:'O-l 
ra't.es (.706 cent per nonli£e1ine t.he'rm). " 

-- ,- ----,. - .... - ....... .-.. ........ - •.• ~ ... ~-.~ .... '* •• -~ .•. - .• . • " e Appendix 2 of Palo, AltO's, application shows a, revenu:e' 
increase to Palo Alto of $181,981, from its gas Customers if, ii, 

,-

applies PG&E's Schedule G-l to all or itseustomers~,' It' al~o.'~ho~ 
that under Sehedule' 0-60, Palo Alto would have'to~y' Pa&E,an , 
increase or $264,76$, a di£'f'erence or $8Z,7S7baSed,u~%l.:: 2'5,. 7:80·" 69Z , ~ , 

,r 
therms of' nonlite1ine 'Usage. '. ' " ' . 

Palo Alto sta.tes that this situation 'eanbe eorre~ted, by, ',' 
decreasing Schedule G-6O in the nonlifeline commodity:rate',by 
$.00321. This would change the nonli£eline commodi~y r.ate'!rom 
$.1802 per therm t.o $ .. 1770 per therm. 

V New data from Appendix 2 of Palo Alto's ,application ror" ',' 
modification. Decision No.. 8158·5 was based upon, estim:a:eed 
sales for 12 months beginning June ,1, 1977.." ,,' , ' " 

V Nonlifeline sales re~resent 69.4 percent.' or P~o.Alto:'~~:'::t~tal. 
sales,. nonresidential sales are 6$.; percent: of :the nonli.feline, 
sales., and lifeline sales are 30 .. 6 percent o.ftotal: sales: based: 
upon the date appended to Palo Alto.'s application~ ',".i,:' 'i • 

• , • I , " ~.(. :c· !' ' 
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PG&E's Response 
PC&E states th.at Palo Alto' srequest is cast in the: form' \ 

of an application for ex parte modification and ,wa$'tiled;;:pursuant~'" 
to Rule 43 of the Commission' s Rules' of Practice and. P.z:.~~edure~,\ 
Under Rule 43 ~ requests for- modification are only to- ,be£iled' -to.-
:lake 'changes ina Commission decision, and furth.er th.at.Paio.:'Aito~.s .. 
application is not limited to min~r changes and.' mustbe'd~n:ted.,' ' " 

PC&E states that Palo Alto's argument that theiti~e~se 
to resale rates should be based on the amount, of inCreased:'-;;~ve~ue, 

t" ".' " 'I 

that would be collected by a resale customer if'" it,were,'to,ra:ise' 
, '", 

its O"f.'n custon:ers· rates in an amount ident~cal.to th~ connnod1ty i, 

rate increase to PG&E's customers, is precisely the same ariUm~nt. ' , 
n:ade by Palo Alto in its brief in Applicat'icns' Nos~5712I+'and: 5713$,' 
on Yay 20? 1977. Thus, Palo Alto' is not seeki~g. corre~ti~n ota: "" ' 
minor change in Decision No. S7585; rather, Palo· Alt<>,isre-arguing: , 
a ?Ositio~ previously stated in its bri~i' and, rejected:.'b:Y~"this: ".
Con:mission.; 

PG&E asserts that Decision No. ,875$,$:' represented a 
comprehensive restructuring of rates. Mul:ei-tier" inverted ,rates, 

, " 

were established for residentialC3:lstomers, density' zones'were,' , 
eliminated, and gas rates to larg~ commercial 'and, industrial, 

. . ~ . .' 

cUstomers were modii"ied. Policies i"ollowed int-he pastwe:re put. 
aside and new principles of rate design, were implemeri:ted~,' 

\ ' " • ~. '. I 

"''b.ereas Palo Alto' alle.ges, that this, is a"lllin6r~ change', ' 
" . :'. '"': :. ',~ .. , .' . 

and. necessitated solely be,cause of~ errors, PG&E states. 'that ,th.is' is 
• f'" - 'J •. , " • 

not accurate. PG&E points out that to arrive at the conclUSions", 
• • • • • ." .' ',oj .'; 'r • ',.' . ",_ 

argued :in the application' for ex ~parte modificationp Palo: Alto.'Wa,s 
forced to' construct eight. elabor~te: pages thai were'notp~~s~~ted''', " " 
in the offset rate proceedings. Thus, PG&E, asserts that' the,'~ppl:icati'on 
is not to correct typographical error, or erx:or in co~putatio:n',as.:; '" '" 

envisioned by Rule 43', but, rather' th~' pet:i:tion pr~s~nt:s:riew.}~v,idence" 
> • ',' 1'.'-' " , 1 . I"" ' 

that would be more appropriately heard in ' PC&E's 'next>general::rate!:(:"," e proceedin'g. ",' , " ,', " ' , ",' ",'':; " 

" 
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PG&E further states that ~lo Alt?':> percentage"o:f' 
lifeline sales has decreased from 3) .. 7 perceDit.6approxi~te-ly . 
30.9 percent. However, the Cormnissiol'l dete;mined. tllat it.~ould.·, 
not adjust this percentage in this proceeding; rather; i~::WOU1~'~;., 
be deferred to one of PC&E's. general rate' pro,cee~i:t'lgs~..~illce ,a' 
dO'Wllward ad'justment was req,uiredpthe deferralo:t this issue,' 
means that PG&E is selling greatervol~esor,gas' at the:' ",:.: 

, 0.: ..,', t 
" , 

artif'iciallylow1.ifeline rate to Palo.A.lto than·.Palo Alt<>:"haS: 

lifeline sales. USing 1n.f'ormationtrom page. '4 of,:'Append:ix2: o·t 
Palo Alto's application?' Pc&E's sale~ to P~o Alt.o" ar~· appro.x~te,lY. 
$103,000 less on an annualized oasis than't;:hey wo~ld be uS:L~g'the,,' 
correct lifeline percentages., Th.".s, the Co~SS:Lon 's act'ion, .... . . 

, ..: .• I·' '.' • ' .• ,.'. 

has given Palo Alto a built-in" ·~cushiori·t-. PC&E· concludes that 
Palo Alto is not in fact in~~g a deficit,~~,' ItaJ.so; :~tatest~t: ' . 

tilere is no legal reason that. comPels Palo Alto' to peg i:t:s'r~~il" 
rates to, PG&E's. Palo Alto'is entirely fre~:tC> increa-seitS'rat~~" 

"'/ 'I ','.... ' .', 

by the amount needed' to cover its gas purchase e~sts as well as;·· ..... 
any other expense associated with this gas system. . .... .' 

PG&E also states that although Palo, Alto' use's the :.figure . . , . ' ", , 

of $82,787) the requested reduction of .321· cent per t.}j,.~rmapp\J::1ed t'o •. 

62.3 percent of 4~6l6 MDth ,result.s in the revenue~edudio:nto .. ' ; 
PC&E o£ $98·.000 based on' the sales volume for SChedulec;..::60adopted. 
in Decision No. 875$5. For the reas~ns stated;~bove~' paa"requests :"; 

. . . . ' ," . " , . '" . 

that Palo Alto's application seeking' ex part'e mod'ificatio'n' e;! ..... 
Decision No. 875$5 is inappropriate and mus.t be denied~' ,If '" 
Palo· Alto's rates arc decreased as req,uest'edp an o!£setti:O.gadjust~ I 

ment must be made in other rate schedule$.;' . . . ", ' . 
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Discussion 
We have in past otfSE.lt, proceedings maintaine~ ,a rate' '.', , " 

differential for PaloAl to, as;a' resale' customer~which : ,in crease:s, ' ' ' 
" ", " 

" , , 

Palo Alto's rate in the same percen~ge asPG&:E"scommodityrate', 
! " , -

increase for C-2 customers. We were not aware that in', issuing " 
Decision No. 87585, (wherein we ':adopted a substantially: re,vis'ed', rate ~ 

, " ' r, I', '" .\', , 

design) that we 'were d.eparting; from our tradit.io,nal" praCtice,'of, 
increasing the G-60 schedule in the same proportion as~i;;sG-z , 
schedule. That result was not . intended. We intended toc¢,ritinue, , 
that treatment until the qUE\stions surrounding Palo Alto,'s. re~le 
rate is resolved in Phase II of: Applica:t.io,n ,No:. 55510'-: 'Ordinar:i1y~: " 
if' the' PG&E Schedule C-60 ra:';'eis reduced and. anoffset.ting.'in'crease 
is not made' in PC&E's other'i-ate schedules,,' then': Pc&s 'wUl:notf'uily : 

offset its increases inco,st. However, in this instance<,any, " 
deficiency in revenues will be accounted for in the :establ:ished: :', , 

,1: " 
Ii· " 

balancing account and become a' future liability fo.j. PG&E:~'s:rat.ePaYers •• ' 
It is reasonable, therefore, to mo<iif'yDecisi,on No:. 875S5 ,byredUciYlg. ' 

. , , ' 

the ~hedule G-60 rate with this ex parte d.ecision. , 
Findings 'n,' • 

... 

1. PG&E increased its .rates to, Palo Alto' (ScheduleG-60).· 
.'. ' 

pursuant to Decision No. 87585," to offset increases In.tb.e::cost:o.f' ,." 
'.\' . 

purellased gas. '.' .•...... , .'" , ' , '. 
2. Tne increase to Schedule C-60 by PC&E' waso'f.i'}:>e~centage 

, . ' .' 

greater than the increase toPC'£cE' s· Schedule G-2.' 
3. We have foUnd. 'it reasonable,. pending a determination based' 

on a . :full showing, that Scb.ed:u1e 0-60 should be' inc;eased. 'in:, the' ' . 
same proportion as Schedule G-2. " . 

~ , 

4. It is reasonable to reduce PG&Et s Sched.ule.C-60 ,norili!eliri~, ... ' 
commod,it.y rat.e !rom $.1802 per thenn to $:.1770 .?er:t~ermtomaint.'~in:, 
t.he interim rate difi'erential between Scheciule, 0-60, 'a:nd"'~2'.' .. 

5. The PG&:E-Palo'A1to rate design issue iseun:ently before '. 
, . ,'" 

,the CommiSSion in pending general rate: pro,ceediri'gs •. 
6. Pending resolut,ion of this ;~te. 'design'isSUe'., it is,";:' 

. '1','" .... 

reasonable to: 
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a. Reduce PG&E Schedule G-60 rat.e so as-to 
eliminate Palo Alto's def"icie'ncies. 

b. Not of"f"set the reduction by any further 
increases in rates to" other customers.' 

c. Utilize the balancing account for· th.ese' 
deficiencies. 

7.. Th.e decrease in rates and charge s d.irected 1,bi thi,s dec'ision 
are reasonable; 'the present rates and chaXges,::-inso:f'ar','as they.', 

differ from those prescribed by:this decision,,- are for th~future:: . 
unjust and unreasonable. 

s. In order to expeditiously,adjust the SChedule:~60',rate ' 

to the' proper level we are issuing this order etfec~iveth~da-te:,':' 
hereof. 

Conclusion 
, 

. r· 

?C&E's SChedule G-60 should be:reduced from,a.n,onlifeline 

• commodity rate of $.1802 pertherm to $.1770 per therm.~_, 
"",'," 
', ..... 

o R D ER ----. ...... ' 

" 

IT IS ORDERED that pacific Gas and "Electric COmpany . shall ~.' 

file with this Commission within', five days. a.fter,the'eifectiv;'dat~.', 
of" th.is order a revised Rate Schedule (;-60 based uponredu~ing,~~.:': 
nonli!'e1,ine commodity rate in the', present rate sehed.ule'£ro~ $,;.,1802'.: 

',. . : ", ,',.,.,.t, .,.." :, '" 

per therm to $.1770 per th.erm. Such filing sh.all complYw:Lth:'. 
General Order No. 96-A. The revised. 'rate sched.ule shail,: b'e'~e.fre,etive· 
three days after the date of" flling. 

. .. ' 

day of 

The effective date. of this order is the date hereo-t~, . " 
Dated at San ll\":meisco " California,tb.,is:: ';'1 Q.#\"';i:'~" , 
!JANUARY , 197,L. " 
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