Decision No.- 88310  jan 10 178

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATS OF ¢ CAL.LFORNIA G

In the Matter of the Application & ). ‘ | |
o’ the CITY OF PALO ALTO Seeking Appllcatlon No. 57622
 Ex Parte.Modification of Decision (Filed October 12, 1977)
No. 87585 in Appllcatlons Nos. - : ‘ P _

. 57124 and 57138. :

QPINION

By its appllcatxon, the clty of Palo. Alto (Palo Alto)
seeks ex parte modification of Decms;on Nb.‘87585 dated July 12;
1977 in Applzcatxons Nos. 57124 :and. 57138 of Paczfxc Gas and S
Electric Company (PG&E). By those applicatmons PG&E was. authorzzed
to increase its patural gas rates to offsetrthe effect of 1ncreases RO
in the price of gas purchased by PG&E from El PasosNatural Gas j;f,?ggfj.‘;,;

Company.

City of Palo Alto'° Request : ‘e"‘ -'-V?*ee  f!*fe;f;]ifaﬁf
_ Palo Alto partlclpated in the hear;ng 1n those applzcatzonw s

and sought te have the 1ncreased resale rates to Palo Alto. based
on the amount of lncreased revenue that would Be. collected by ’
- Palo Alto if it mere o raise its own cuscomers' rates in an

amount ideatical to the commodity rate increase to PG&B s customers. .f:ijf*

Palo Alto asserts, in this appl;catlon (Appllcatzon
No. 57622),that due primarily to the changes in rate: desxgn effected
by Decision No. 87585, PG&E's Rate’ Schedule G—6O fbr‘natural gas

sales To Palo Alto for resale adopted by Decision No. 87585 increases. .|
the resale rates to Palo Alto in an amount greater than the commodlty;gfff

rate increase to PG&E'S Rate Schedule G-2 customers._ Because of’thzs,ﬁip~”V”

Palo Alto states that it will ‘suffer a monetary loss zn the amount
of $82,787 during the next year and every year tnereafter mf
. Schedule G-60 is not adgusted. o o
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Palo Alto requests that. tho Comm;ssxon 1ssue an ex parte |
supplemental order adjusting. PG&E s Rate- Schedule G—60 by deletmng
the rate per therm under the "commodity rate per therm ‘over 33 7%“f“” L
wh;ch currently is $.1802 and insertmng a commod;ty rate of "
$.1770. S ﬂ~~~v
Palo Alto states that,the requested change 1s’noth1ng
more than a correctlon in mathemat;cal computatzons to- reach a
result which has, in fact, been approved by th;s Commlsszon anthe
last several offset.dec151ons. R ,1 ;f~ ' “‘f
In Interim Decision No. 85082 dated October 31_:1975 1n
PGEE's gas rate’ Application Now. 55&68 et al., the Comm15°1on REEEE
‘stated: | - ‘ ST a‘t‘m*~7“ .

"We are satisfied thatﬂPalo-Alto‘and'the1otherﬁ“'
resale customers have demonstrated that their. :
residental customers are entitled to the benefits
of the low-usage rate structure found appropriate.
for PG&E. Accordingly, with respect to this
particular increase, the increase to ressle rates
shall be based on the amount of increased revenues
that would be c¢ollected by a resale customer:if
it were to raise its own customers® rates in an

amount identical to the commodity rate increase
to PGEE’'s customers. For the purpose of this
particular increase, we find that the B
characteristics of each resale customer are ‘
sufficiently alike that we may reliably make the
calculation using the data put into this record
by Palo Alto. In the hearing dates to follow
we expect the parties to comment on the
appropriateness of this formula and to provnde
the data from which similar calculations can be
made with regard to earlier increases. and tne _ B
resale customers restored their original o o
POSition. .« o o" (Mlmeo. p. 13, emphas;s added.)‘,; R
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In Dectsion No. 85626 dated Maren. 30; 19"7"6-’. latér in the
same proceeding, the Commission stated-“- o Ll e e

"The Commission is of the opinion that, at ‘

least for the present, the resale customers -

should continue to receive increases and -

decreases in rates’ proportional to those -of

PG&E's G=2 customers. Since the G=2- custcmers

will receive additional increases to reflect:

the reduction provided the multi—familyJService
ustomers by reason of the revision of Schedule :

No. GM which. is described below, the reduction -

in the resale rates will be slightly less than .. -

those suggested In Exhibit RE-24 which are shown“i

above. :

"Palo Alto testifiled that the rat es it charges
its customers are the same rates as the G=2
schedule of PG&E. There {5 some question\of
whether the other resale customers: (Southwest
Gas Corporation, Californila-Pacific Utilitie°
Company and the city of Coalinga) should be
accorded the same rate treatment as Palo: Alto.
For purposes of this decislion, we will- treat
all of the resale customers on 2 similar basiu.
Eowever, the staff will bve di*ected to make 3
Surther analysis of thlis situation and . td. place
in the record In the next applilicable general o
“ate increase application whether the circum- - o

tances and conditions of these other. resale L
cusvomers require a different reuult.
(Mimeo. p. 13.) : .

-
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, Palo Alto states’ that under the current Schedule G—60 R
PGKE will collect $82, 787 in excess of what it should be ccllectzng.q{ﬁjf” T
Further it states that the mcd;fzcat;on requested is m;ncr, that |
Decision No. 87585 provided for an’ increase in revenues to: PG&E of
$58,444,000, and the change requested here wzll be_.lu percent cf
the revenues involved. i >

Palo Alto states that Schedule G—6O 1ncreased].027 cen:s
per ncnllfelzne therm, while the average Schedule G—l increased, ;
based upen Palo Alto's temperature adjusted sales for 12 mcnth5¢endedu7
April 30, 1977, only .706 cent per~non11fe11ne therm.e The result |
is an annual difference of $82,787 between. what Pale Alto will be
required to pay (zncrease of 1.027 ceats per nonllfelmne therm) and
the revenues it recemves,from passing through the rate 1ncrease o
its customers if it charges all customersg/ only PG&E Schedule G—l

~_rates (.706 cent per nonlifeline therm). ‘ - , .
. _ Append:.x 2 of Palo Alte's. appl:.ca.'c:.on shcws a. revenue =

inerease to Palo Alto of S18L 981 from its gas- customers if 1t o
applies PG&E's Schedule G—l to all of its. cuscomers.” It also shows o
that under Schedule G-60, Palo Alto would have to pay’ PG&E an - “f' |
increase of $264,768, a difference of. $82;787 based upon 25,780 692
therms of nonlifeline. usage. ‘ : : e

Palo Alto states that ch;s smtuatlon can be ccrrected byfi’"
decreasing Scheduvle G—-60 in the nonlifellne commodzty'rate by
$.00321. This would change The nonﬁzfellne commod:ty rate from
$.1802 per theram to $.1770 per cherm. : | ‘

1/ New data from A gpendlx,z of Palo Alto’ s,applmcatzon for .

nmodification. ecision No. 87585 was based upon. estzmated :
sales for 12 months beginning June l, 1977. . - -

2/ Nonlifeline sales represent 69.L percent of Palc Alto s total L
sales, norresidential salesare 65.5 percent of the nonlifeline. . -
sales, and lifeline sales are 30.6 vercent of total: sales basedgaf,
upon the date appended to Palo Alto S-appllcatlon.‘,;<_ ‘ '
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-PG&EsReSponse ' . Co e e
PGXZE states that Palo Alto's request is cast in the formffjfffi“_
of an application for ex parte mod;flcatlon and was f:led pursuanteffe“:VVf3f
zo Rule 43 of the Commlssmon s Rules of Pract;ce and Procedure. o
Under Rule 43, requests for modxflcatlon are only-to be flled to , ,
make ‘changes in a Commission decision and further-that Palo Alto s[q,ﬁf
application is not limited to mznor changes-and must be denled- : e
' PGKE states that Palo Alto s argument that-the increase Wf”i ,
%o resale rates should be based on the amount. of 1ncreased revenue;_jj”
that would be collected by a resale customer 1f‘1t were«to ralse
its own customers' rates in an amount ldenxzcal to the commodzty
rate increase to PG&E's custorers, is preczsely the same argument
rade by Palo Alto in its brief in Appllcatlcns Nos. 5712a and 57138
on May 20, 1977. Thus, Palo Alto is not seeklng‘correction of a
zinor change in Decision No. 87585, rather, Palo Alto 1s,re-argu1ng

a position previously stated in 1ts brzef and re*ected by thms
Commission. ‘ ‘ DR -
PG&E asserts that Decms;on No. 87585 represenmed a.’
comprehensive restructuring of rates. Multi-tier: lnverted rates
were established for resmdentlal customers, densxty zones were
eliminated, and gas rates to 1arge commerclal and 1ndustr1al
customers were modified. Policies followed in the past were put ‘
aside and new principles of rate deszgn were 1mplemenmed. | .
‘ Woereas Palo Alto alleges that this. is a "manor change .
and necessmtated solely because of~errors, PG&E states~that ‘this’ is
not accurate. PGXE points out that to arrzve at the conclusmons P
argued in the application for ex: parte modxfmcatlon, Pald Alto was fr-l B
forced to construct eight elaborate pages that were not presenred
in the offset rate proceedings. Thus, PG&E asserts that’ the- applzcdtmon
is not to correct typographxcal error or error 1n computatxon as’’ "
envisxoned by Rule 43, but. rather the pet;tzon presents new*evldence
that would be more apprOprlately heard in PG&E's next general rate“
. proceedmg. ' - ' - v :
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PG&E further states that Palo Alto s percenmage of S
lifeline sales has decreased from- 33.7 percen to approxlmately eﬁj '
30.9 percent. However, the Commzsszon determ;ned tnat mt would
not adjust this percentage in this proceedzng, rather, 1t would
be deferred to one of PG&E's general rate proceedings.‘ Sdnce e
cownward adjustment ‘was required, the deferral of this. xssue
means that PRE is selling greater vol umes of gas-at the
artificially lowlifeline rate to Palo-Alto than PalowAlto‘has |
lifeline sales. Using lnformatxon from page L of Appendlx 2 of
Palo Alto's appl;catlon, PG&E'S sales to Pulo Alto are approxlmately
$103,000 less on an annualmzed basis than.they would be us&ng the ‘N‘w ’
correct lifeline percenzages. Thus, the Commlsszon s actzon T
has‘gzven Palo Alto a buzlt—mn "cuohxon". Pu&E concludes that _

Palo Alto is not in. fact 1ncurr;ng,a deflClt.‘ It also states that
there is no legal reason that compels Palo Alto to peg ;ts retall
rates to PGkE's. Palo Alto is entirely free to 1ncrease lts rates
by the amount needed to cover its gas-purohaoe costs as well as
any other expense assoclated with this gas system.l L '

PG&E also states that although Palo Alto‘uoes the flgure _
of $82,787, the requested reduction of 321 cent per therm applied to
62.3 percent of 4,616 MDth results in the revenue reductdon to | ' [‘
PC&E of $98,000 based on the sales volume for. Schedule G—6O adoptedg,;,‘f

in Decision No. 87585. For the reasons. stated above, PG&E‘requests}f{@ﬁ““

that Palo Alto's appllcation seeking ex parte modmfmcatlon of"ﬁ_\'
Decision No. 87585 is inappropriate and must be: denled., If '

Palo Alto's rates are decreased as requested an offSettlng adgust—;;ffsﬁ R

ment mst be made in other rate sehedules."'l";
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Discussion : ‘ ‘
We have in past offset proceedlngs ma;ntalned a: rate
differential for Palo Alto, as a resale cuszomer, whlch 1ncreases
Palo Alto's rate in the same percenvage as PG&E's commodlcy rate
increase for G~2 customers. We were not aware ‘that in lssulng
Deczsmon No. 87585 (wherein we adOpted a substannlally revzsed rate
design) that we were departing from our tradmtzonal practlce of A
increasing the G-60 schedule in the same proportlon as PG&@JS G—2
schedule. That result was not intended. We 1ntended to contznue
that treatment until the quest;ons surround;ng,?alo Alto* s.resale -
rate is resolved in Phase Il of Applmcatlon No. 55510.\ Ordlnarmly,;,-f
if the PG&E Schedule G—éO rate 1s reduced and an offsent;ng 1ncrease
is not made in PG&E's otherArate schedules, then PG&E w1ll not fully
ffset its increases in cost. However, in thzs lnstance any
defmclency in revenues will be accounted: for in the esmablmshed

balancing account and become a future llabzlxty for PG&E'S ratepayers.elf;3?7
It is reasonable, therefore, to modify Deelszon Nb. 87585 by reduclng‘; ¢&@.

the Schedule G—60 rate w:th this ex parte deczs;on. *ff-"w

Flndlngs L : o
1. PG&E increased its rates to Palo Alto (Schedule G—60),,
pursuant to Dec1sxon No. 87585, to offset mncreasesezn the cost of
purchased gas. - S - ,:_ 5 y
2. The increase to Schedule =60 by PG&V was of a percentage
greater than the increase to PG&E's- Schedule G-2. ' S /
3. We have found it reasonable, pendzng a determxnatzon based
on a full showing, that Schedule 0-60 should be’ 1ncreased 1n thef‘”“
same proport;on as Schedule G-2. : -

i L. It is reascnable to reduce °G&E's Schedule G-60 nonlmfel;neffﬁ"””\

commodity rate from $. 1802 per therm to $.1770 per therm to maznta;n
the interin rate d;fferentzal between Schedule G—SO “and G—2.,-?,;

5. The PG&E-Palo Alto rate desxgn 1ssue zs currently befbre
the Commission in pending general rate proceedzngs.m,;d

6. ~Pending resolutlon of thls rate design 1ssue. 1t 1s
reasonable to: R _
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a. Reduce PG&E Schedule =60 rate so as’ to‘ﬁ
eliminate Palo Alto's defzczencles. ' ‘

b. Not offset the reduction by any further
increases in rates to other customers.

¢. Utilize the balanclng account for these*
deficiencies. B

7. The decrease in rates and charges d;rected by th;s deczsxon;;H;v“

are reasonable; the present rates and charges, ;nsofar as they

differ from those. prescrlbed by thzs dec;szon, are: for the'future

unjust and unreasonable. . | : : S
8. In order to expedmtzously adjust the Schedule G—éO rate

To the proper level we. are issuing this order effectxve the date
hereof. : o

Conclusion

o} R DER

. IT IS ORDERED that Pacific Gas and. Electrlc Company Shallﬁrtﬁxf;ff
file with this Commission within' five days after: the efTectxve*dateﬂfilr“v~

of this order a revised Rate Schedule G-60 based upon reduclng the e
nonlifeline commodity rate in the present rate schedule from $m1802j~
per therm to $.1770 per therm. Such flllngvshall comply wmth

General Crder No. 96-A. The rev;sed rate. schedule shall be- effectlverk“"

three days after the date of rmlxng.

The effective date of thzs'order is the date hereof.e.-.yﬁr'
' Dated at _San Franeisco . .. Caln.fornla, this '

day of __ JANUARY 197%..

. PG&E's Schedule G=60 should be reduced from a: nonlmfellneffwffeeﬁﬁ
’commodlty rate of $.1802 per therm to $.1770° per therm.yrt |



