Meiled
ALJ/BDP/sid ' SEP 51997

Decision 97-09-047 September 3, 1997
BEFORE THE PUBLIC UYILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of PACIFIC GAS AND ELECTRIC
COMPANY For Authority, Among Other Things, To Application 94-12-005
Change Its Rates And Charges For Electric Service. (Filed December 9, 1994)

* (Blectric and Gas) (U 39 M) - | LBJ L@JU@ ”m QL

(See Appendix A for appearances.)




A.94-12-005 ALJ/BDP/sid % &

OPINION ON CONTESTED ISSUES . ,

IN 1997 ELECTRIC RATE DESIGN WINDOW FILING ... cornerrenn 2
I. Summary .....,

Opposition of Enron to Settlement Agreement .........uevneooiooervoooo
Opposition of ORA te Seitlement Agreement .......u....vveeeevoeeessoseooroo
Response of PG&E to Enron and ORA ... P s st desese O
stcussion 13
4. PU Code § 378 T T OO USSR PODTORUSTO &

Position of ORA. 17
Position of Merced B st seteesesteseesesstsosseennn 1T
POSHION Of PG&E.......coomrrrvvorreosvseciioseesiecossseons st s, TSR IPROID | .
Position of AECA TS FOR O PO UUUO PSRN SO it 19
DHSCUSSION ...vivrrirnriiiectsiseese oo ettt arsessssbeesebeessnenee 19

8. SCREAUIC AG-T .ottt oo

DiSCUSSiOI'I....L..‘..s............—.......;...'...........;.....-a...._..._...a.....“.........-..a....'.......................a.........u.’.24
6. Schedules E-36 and E-37 ....ooovvvvviiiieen, e e ens b e nesnnecansee D5

71 SCthU]CS E’TD and E‘TDI ln---‘..---0--!---6-;;-..~6---4.-nu-l-.-Aa-nq-a;.uoo.‘&‘an ..... u’u...u.---..’..u‘as...n-26

Posi[ion of m&E.'.Cbl.h.‘.LOQI.D"0.llIl."li.l.‘ﬁ"“.ll".l.lli‘b‘.llill“‘....“.ll.l.;Illl:‘ll“’!lil!.lllll..l'.ll...’blll‘28
POSitiOﬂ Of ORAtlllllq-ll--hlinn.nnu;o‘allc-l-ooh';nlt-ltu-llaituool--.ol-u.n.lu;nn-.l--oo.io-il;b-u.oaaitlco.-hni‘saaui-lcna.l 31
- Position of Merced E bbb e bbbttt en s e st esess s eees 30
Position Of h{odesto ‘llbllilllol-llnt.t.llln‘illlbdlllil.lil..‘o“!ll-'tbbl'lhlil..ll.illl‘b{l‘bl!l‘tolbi-.tGQOD‘lllolltlllclcl.l 33 o
POSiliOI\ Of Laguna uuu..u..-..-unn-..nu'..--uus---.n.-.o-un.....-u..nuu..-.u..-...-uuﬁ.u...-.u-.uunuuu34
Position of AECA et ss s s ese s tes s 36
Position of ENPON.ccoititivitsitnssiisensccrossiissssssisnicnmessssssssns i sssesssoeniensssossssssss oo, 38
Background38
DiSCUSSionu.......................................a.--c-aa..-...u.............-.....................................................40
8- SCthU]e AG.S‘..nu-.;ul.n..u.aaq--nu--.‘»ntlli-t.-co-.t-;s.nculndoo-l‘l.nnntltuln-tblt.ol&.A.llgcb‘ohllAa-bbnu'n«o‘---4---- 46

Position of PG&E47
Position of SoCalGasSO
Position of AECA e sttt setsesessessesesesesesnes 52
stcussioh:53

9. Ratemaking TreAMICNL ..t S4

2

4

3. The Seitlement Agreement.......vee.ennnnvnoono. verrnaenrans veesstibsnn e e D
7

8

Discussionnuuu-nnn.uuun.uu..4.--uuun--uti-nuuu.uu.uuu-nu...ou--t--n--;.-o..--uuu.nu.n--uunnunn57
10. Marginal Cost Based Price FIOOF ... e e GO

. .
Dlscussnon63
.
4 N
Findings ofl‘ac|61

Conclusions ol"La\s6’l

APPENDIXES A ANDB




A91-12-005 ALJ/BDP/sid ** %

~ OPINION ON CONTESTED ISSUES
IN 1997 ELECTRIC RATE DESIGN WINDOW FILING

1. Summary
In its 1997 Electric Rate Design Window proceeding, Pacific Gas and Electric

Company (PG&E) proposes five new optional rate schedules under the provisions of
Public Utilities (PU) Code § 378, enacted as part of Assembly Bill (AB) 1890, which
allows the Commission to authorize “new optional rate schedules and tariffs, including
new service offerings, that accurately reflect the loads, locations, conditions of service,
cost of service, and market opportunities of customer classes and subclasses.”
Specifically, Schedule AG-7 is an optional agricultural tiered rate; Schedules E-36 and
E-37 are optional oil pumping rates; Schedules E-TD and E-TDI are optional rates for

pricing flexibility to help avoid the uneconomic bypass of PG&E’s transmission and
distribution (T&D) system; and Schedule AG-8 is an optional rate schedule for avoiding

fuel-switching by certain agricultural customers.

The Commission adopts all the above proposed schedules with modifications
designed to ensure that these tariffs are consistent with state law, previous Commission
decisions and the Commission’s overriding policy goal to promote competition in the
electric industry.

The major changes from PG&E's original proposal relate to PG&E’s Schedules
E-TD and E-TDI designed to prevent “uneconomic bypass” of its distribution system.
Today’s decision requires PG&E, prior to offering a discount under this tariff to
provide the customer with an “unbundled ” bill that shows each of the following
components:

¢ Encrgy Cost

¢ Competlition Transition Charge (CTC)

Public Benefit Program Charge (§ 381)
Transmission Charge

Distribution Charge
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PG&E is only allowed to discount the distribution component of a customer’s
bill. PG&E is not allowed to discount the energy, CTC, public purpose program charge,
or transmission components. To allow PG&E to discount the energy portion of the bill

would be a violation of the fundamental goal of the Commission’s restructuring policy

of promoting competition and separating the merchant function of energy from the
delivery function. Discounting of either the CTC or the public purpose program charge
is prectuded by AB 1890 which specifies that these charges are non-bypassable and
must be recovered from all customers (§§ 371(a) and 381(a).) Transmission rates as of
i-uary 1, 1998 will be set by the Federal Energy Regulatory Commission (FERC), and

cannot be discounted as well.

Because PG&E is planning to offer this discounted service prior to the start of
market competition on January 1, 1998, PG&E is required to immediately comply with
our Cost Separation proceeding decision (D.97-08-056) and PG&E Interim CTC decision
(D.96-11-041) as a basis for caleulating (prior to January 1, 1998) the distribution portlon
of PG&E's rate that may be discounted.

These safeguards will ensure that direct access providers offering energy services
will know each component of a customer’s bill and the portions that are subject to
competitive pressure. Customers on the new rate schedules that we adopt today are
free to choose direct access at any time. PG&E shall not in any way impede that
customer’s eligibility for direct access. N

In order to ensure that PG&E’s ratepayers are not harmed by PG&E's ability to
offer discounted distribution rates, PG&E may not offer these discounts to customers to
compete against an irrigation district that is ulilizing a valid CTC exemption to serve
that customer (§§ 374(a)(1) and (a)(2).) To allow PG&E to com pete for CTC-exeémpt load
could result in PG&E losing more revenues through discountin g than it retains through
keeping customers on the system.

PG&E's authority to offer these new rate schedules as modified, is based on the
evidentiary record developed in this proceeding. We appreciate the time the active
parties put into efforts to reach an all-party settlement. The result of these efforts was a

Settlement Agreement, filed by a majority of the parties on July 3, 1997. While we

-3-
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found greal merit in many of the proposals put forth in the settlement, we are unable to
adopt the settlement because in several key areas it conflicts with regulatory policies
that are critical to ensuring fair and open competition in the restructured electric
industry. Many of the same concerns that the Commission has with the Settlement
Agreement were raised in comments on the settlement filed by the two active parties
who were not signatories to the settlement.

We believe, however, that the safeguards that we have added to PG&E’s

proposed tariffs result in an outcome that is substantially fair to all active parties in the

proceeding.
Finally, we note that this decision was classified as a Senate Bill (SB) 960

experimental case.
2. Procedural Summary

A prehearing conference was held on January 29, 1997. Evidentiary hearing on
the contested issues' was held thrbughoul the week of April 7-11, 1997. Concurrent
opening briefs and reply briefs were filed on May 2 and May 12, 1997, respectively.
Briefs were filed by Agricultural Energy Consumers Association (AECA), California
Independent Petroleum Association (CIPPA), Farm Burcau Federation (Farm Bureau),
Laguna Irrigation District (Laguna), Merced Irrigation District (Merced), Modesto
Irrigation Distriet (Modesto), Office of Ratepayer Advocates (ORA), PG&E, and
SoCalGas.

Pursuant to § 311(d), the Adntinistrative Law Judge’s (AL}) Proposed Decision
was mailed onJune 2, 1997. Comments and reply comments on the Proposed Decision
were filed by AECA, CIPA, Laguna, Merced, Modesto, ORA, PG&E and SoCalGas.

Oral argument before the Commission was held on June 19, 1997, At the close of

the oral argument, pursuant to President Conlon’s encouragement to the parties to

' On June 11, 1997, the Commission issued Decision (D.) 97-06-024 on the uncontested issues.
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pursue settlement, the parties held discussions including a noticed Settlement
Conference.

On July 3, 1997, the Settling Parties filed a Settlement Agreement along with a
motion requesting that the Commission waive portions of Rule 51, so that the
Commission could consider the Settlement Agreement at its August 1, 1997 meéeting.

On July 14, 1997, Enron Corporation (Enron) filed its opposition to the Settlement
Agreement. ORA filed its opposition to the Settlement Agreement on July 18, 1997,
PG&E filed its response to Enron and ORA on July 21 and 25, 1997, r"espect'ivélyb

3. The Settlement Agreement
In negotiating the Settlement Agreement, the Settling Parties agreed to the

following points:

¢ PG&E should be allowed to engage in fair T&D competition subject to
specified limitations intended to ensure consistency with AB 1890.

The Legislature intended that irrigation districts have the best possible
opportunity to utilize their § 374 CTC exemptions and therefore PG&E's
Schedules E-TD and E-TDI rates should not apply when these exemptions are
being validly utilized.

Greater customer choice and enhanced competition result svhen PG&E is
allowed to make matching counter offers where § 374 exemptions are not
being exercised and where T&D competition exists. '

The Settlement Agreement complies with AB 1890, §§ 367, 268, 375 and 376,
and bencfits remaining ratepayers by clarifying that PG&E will not discount
non-bypassable CTCs when making offers to match a competitor’s T&D
service offer unless the competitor is offering to pay the customer’s CTC.

The Seltlement Agreement complies with § 378 of AB 1890 by offering new
tariffs that comport with the five factors listed in § 378.

! The Settling Parties are: AECA, CIPA, Farm Burecau, Laguna, Merced, Modesto, SoCalGas,
and PG&E. Although ORA and Enron attended and actively participated in the noliced
Settlement Conference, and were included in the subsequent negotiations, they were the only
active parties that ultimately did not join in the Settlement Agreement.
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¢ The Settlement Agreement affirms that none of the new optional rates affects a
customer’s choice of generation provider, or otherwise limits the customer’s
ability to enter into Direct Access transactions, and that unbundling of the new
rates will occur consistent with how existing rates are unbundled by the
Commiission in the Cost Separation proceeding.

¢ The Settlement Agreement leaves in place the other recommendations in the
Proposed Decision, including the adoption of a zero/one T&D adjustment to
marginal ¢osts. This approach is consistent with Commission precedents
adjusting system marginal costs to better reflect customer-specific marginal
costs of service, and more accurately reflects T&D marginal costs in
unconstrained areas. Without this adjustment, Schedule AG-8, which is
designed to combat uneconomic agricultural bypass, would become virtually
useless due to the abnormally high agricultural marginal costs adopted in
PG&E’s 1996 General Rate Case, the validity of shich the Commission itself
has already questioned. .

¢ Because the Rate Design Window options are highly time-sensitive (e.g.,
Schedules AG-7 and AG-8 are needed for this year's growing season, and
continued uneconomic T&D bypass could result in miltions of dollars in lost
revenues to the detriment of ratepayers), the Settling Parties request a final
Commission decision by August 1, 1997,

The primary focus of the Settlement Agreement is a recommendation to amend
- the Proposed Decision to limit PG&E’s use of its proposed new optional Schedules
E-TD and E-TDI to situations in which the T&D competitor is not using a CTC
exemption under § 374(a)(1) and (a)(2). Specifically, the Settling Parties agree that the
irrigation district exemptions in § 374 should not be subject to competition from PG&E
through Schedules E-TD and E-TDI during the transition period. Inaddition, in
situations in which no § 374 CTC exemption is being used, clarifying language was
added noting that PG&E'’s offer under Schedule E-TD or E-TDI will never go below the
sum of its customer-specific marginal cost plus 20% plus the customer’s CTC obligation.
Also, the Settlement Agreement includes a modification requested by Enron to
clarify PG&E’s original intent that customers on Schedules AG-7, E-36, E-37, E-TD,
E-TDI, and AG-8 are free to choose direct access at any time. If otherwise eligible, both
new customers and new load taking direct access service shall be el igible for these

tariffs. Any customer taking direct access service, if on any of these tariffs, shall receive

-6-
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on the bill, Power Exchange (PX) charges (including but not limited to charges for
commodity and ancillary services), T&D charges, public purpose program charges,

transmission charges, CTCs and charges for competitive or unbundled services

(including but not limited to billing, metering and credits) to the extent that the

calculation and presentation of this information is approved by the Commission in the
Cost Separation proceeding (A .96-12-009 et al.), consistent with methods approved by
the Commission for all other direct access customers.

To address SoCalGas’ ¢concerns raised in comments and at the oral argumtent, the
Settling Parties recommend that SoCalGas be afforded an opportunity to propose
expedited amendments to its competitive options in an ad\'nce filing seeking customer-
specific marginal costs and ratemaking treatment similar to that which the Settling
Parties find reasonable for adoption here.

Lastly, the Settling Parties agree that each of PG&E's proposed tariffs comport
with the five factors in § 378.

Opposition of Enron to Settlement Agreement
Enron argues that the proposed rate schedules, if implemented at this time,

would act as barriers to competition because direct access service providers such as
Enron cannot now formulate and offer complete direct access services and products so
long as PG&E withholds unbundled information on the tariffs.
_ Enron contends that if the Settlement Agreement is approved by the

Commission, PG&E could offer these bundled discount rates for nearly six months
before a unbundled direct access version of these tariffs would be available. According
to Enron, since direct access service providers cannot offer customers accurate direct
access proposals absent unbundling of the tariffs into discrete com ponents with discrete
prices, it is concemed that PG&E will “lock-in” customers and enjoy a virtual monopoly
in offering the tariffs for the remainder of 1997,

Enron acknowledges that prior to the filing of the Settlement Agreement, which

Enron declined to join, Enron and PG&E engaged in discussions regarding these
proposed tariff schedules. Enron agrees that PG&E made alterations to the lproposed
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tariff schedules based upon Enron’s concerns. PG&E, specifically at Enron’s request,
included text to indicate that the pioposed rates will be “available” to otherwise
qualified direct access customers. However, upon detailed review and analysis of the
Proposed Decision and the Settlement Agreement itself, including the modified tariff
schedules, Enron concludes that neither it nor any other energy service provider (ESP)
can effectively offer direct access products in competition against the bundled discount
pricing tariffs of PG&E, until certain basic aspects of the tariffs are clearly explained and
unbundled tariffs are in place.

Enron submits that if the Commission does not reject PG&E’s proposed tariffs, it
should at the very least not permit them to become effective until PG&E has filed a
unbundled direct access tariff for each of the discount tariffs which are the subject of
this proceedfng In addition, Enron submits that the Commission should not permit the
tariffs to become effective until lhéy are modified to specifically identify: (1) the rate
component which PG&E is discounting to “meet the competitive rate,” and (2) who
bears the cost res;mns:bﬂuly for the discount. Enron contends that PG&E should
specifically disclose whether the revenue shortfall from the discounted tariffs swill be

recovered from other custonters or from PG&E itself.

Opposition of ORA to Settiement Agreement
ORA argues that the Setilement Agreement is not consistent with law, not

reasonable and not in the public interest. According to ORA, the Seltlement Agreement
is not consistent with law because it has not been shown that PG&E’s rate proposals
comport with § 378 and because the Settlement Agreement yields a result that modifies

D.97-03-017 in contravention of § 1708.
According to ORA, Schedules I-36 and E-37 in effect circumvent the rate freeze,

offer lower rates to oil producers, and set a standard whereby corporate welfare
satisfies § 378.
ORA contends that the Settlement Agreement is not in the public interest

because it prevents the Commission from resolving issues of first impression that were
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raised at hearing, thus parties will unnecessarily relitigate the same matters in future
proceedings, and it allows PG&E to discount CTC with ratepayers possibly at risk.

Lastly, ORA asserts that the Settlement Agreement is not reasonable because it
fails to properly explain the basis for its adoption.

Response of PG&E to Enron and ORA

PG&E disputes Enron’s assertion that its proposed Schedules E-TD and E-TDI
are intended to lock customers into bundled utility service. Acéording to PG&E,
Enron’s intention is to prevent PG&E from having the pricing flexibility to compete in

situations where Enron may wish to build duplicative T&D bypass systems to serve

selected PG&E customers. |

PG&E states that customers taking service 6n Schedules E-TD and E-TDI will
have the sanie 'oppc;rtunity as all other PG&E customers to take advantage of direct
éc¢ess service arrangements with thitd-part)' sﬁppliers beginning January 1, 1998.
PG&E points out that as stated in the tariff lariguage submitted with the Settlement

> PG&E states that last month Enron entered into a contract with Pittsbu rg Power Company to
provide a number of products and services including “design and installation of electri¢
transmission and distribution facilities” and “operation and maintenance of physical assets,
including cogeneration plants, steam lines, electric transmission and distribution facilities, and
gas pipelines.” (Section 7.1 of contract between Enron and Pittsburg Power Company
approved by the Board of Directors of Pittsburg Power Company on June 26, 1997, emphasis
added.) :
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Agreement, Schedules E-TD and F-TDI will be available to either bundied service or
direct access customers so long as they meet defined, su pply-neutral eligibility
requirements. Customers that decide to take service on Schedules E-TD or E-TDI will
have the opportunily to enter into direct access arrangements at any time after

January 1, 1998 while continuing to remain on Schedule E-TD or E-TDL.* For customers
that choose to do so, PG&E will provide bill credits equal to its avoided energy supply
costs). The Schedule E-TD and E-TDI bills will continue to be priced at a discount
(relative to full tariff rates) to prevent uneconomic T&D bypass, but the bill ciedit

calculation methodology will be identical to that used for customers on all other PG&E

schedules. PG&E also points out that customers can terminate Schedule E-TD and
E-TDl service without paying any adders, exit fees, liquidated dama ges or other
charges. _
PG&E submits that, furthermore, during the rate freeze period (which is the
period during which Schedules E-TD and E-TDI would be offered) PG&E has no
financial interest in persuading customers to remain as bundled service customers, and
_is indifferent to their choice of electric supply providers. However, PG&E and its
ratepayers do have a financial interest in retaining customers on its T&D system and in
avoiding uneconomic bypass where possible. According to PG&E, having the flexibility
to price competitively in situations where full tariff prices would lead to uneconomic
bypass results in additional revenues compared to the alternative, where the custome
leaves because these rates are not available. As the Commission recognized in Edison’s
Flexible Pricing Options case, full tariff revenue is not achievable in compelitive
situations, and thus competitive rate options should be more appropriately viewed as

sources of incremental revenues, rather than as “discounts” from an unachievable

' Altematively, customers can casily cancel their Schedule E-TD or E-TDI contract on short
notice (as described below), return to full tariff service and make direct access arrangements,
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full tariff revenue standard. (D. 96-08-025.) PG&E argues that these increased
revenues will help increase the amount of headroom available for paying off transition
costs, thus benefiting either customers (through an earlier end to the rate frecze) or
shareholders (in the form of reduced transition cost write-offs), depénding upon
whether PG&E ultimately has sufficient headroom to amortize its transition costs.
PG&E submits that this symmetric ratemaking treatment is entirely appropriate given
the alignment of ratepayer and shareholder interests which now exists as a result of the
rate freeze and date-certain for transition cost collection mandated by AB 1890
Addressing Enron’s request for unbundled rate information, PG&E states that
Schedules E-TD and E-TDI will be unbundled to the same extent as the Commission
decides is appropriate in its Cost Separation decision. Furlher, PG&E argues that if
Enron’s intent is merely to be a direct access provider competing to supply generation,

no such unbundling of T&D and other charges is required to allow Enron to tentder the

customer a supply offer, nor is there a justification for requiring any different
unbundling for Schedules E-TD and E-TDI than for any other PG&E tariff.

Responding to ORA’s argument that the settlement is not in the public interest,
PG&E repeats that the Setilement Agreement benefits ratepayers and shareholders by
increasing revenue, thereby accelerating CTC recovery, and is consistent with the
Commission’s setilement guidelines as set forth in the joint motion requesting approval

of the Seltlement Agreement.

* PG&E states that under post-AB 1890 ratemaking now in effect, the burden of uneconomic
bypass, should PG&E's rates not be approved., will similarly fall on either ratepayers (in the
form of a later end to the rale freeze) or shareholders {in the form: of a larger transition cost
write-off) depending upon headroom. '
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Regarding Schedules E-36 and E-37, PG&E contends that these schedules are
designed to increase revenues, benefiting both ratepayers and sharcholders, and to
further state and federal policy objectives, not, as ORA claims to support failing
businesses. Further, PG&E points out that it has presented quantitative studies, which
ORA did not contest, demonstraling that these schedules will increase PG&E’s net
revenues by approximately $2 million due to increased oil production and electric
usage. Thus, according to PG&E, if the Commission adopts the Settlement Agreement,
the Commission will not establish a precedent that “corporate welfare” is a justification
for approving a new tariff under § 378.

PG&E disputes ORA’s argument that the marginal cost floors used in the
seltlement are unacceptable because they i gnore the marginal costs that the
Commission adopted in PG&E'’s 1996 General Rate Case D.97-03-017. PG&E states that
the marginal costs floors used in the Settlement Agreement are not new. They are the
same floors proposed in this proceeding by PG&E and adopted in the Proposed
Decision, and are completely consistent with the marginal costs adopted in D.97-03-017.
In fact, as PG&E has already expliined, the marginal costs adopted in D.97-03-017 are

adjusted only where appropriate in unconstrained areas where the system average cost

estimate clearly overstates the actual costs that would be avoided by PG&E should

selected customers bypass.

Further, according to PG&E, its proposed marginal cost floors are in
conformance with § 1708, which states that the Commission may, at any time, upon
notice to the parties, alter or amend any order or decision that it has previously made.
PG&E points out that the parties had ample notice of PG&E’s proposal and had a full
opportunily to respond through five days of hearing, and briefs. Thus, PG&E submits
that the Commission may adopt the Settlement Agreement, which includes PG&E’s
proposed marginal cost floors with an adjustment for unconsirained areas as fully
supported in the record of this proceeding.

Next, PG&E addresses ORA’s argument that the Settlement Agreement is not in

the public interest because it will prevent the Commission from deciding an issue of
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first impression (the interpretation of § 378), thereby causing parties to unnecessarily
relitigate the interpretation of § 378 in the future.

- PG&E points out that the original Proposed Decision discusses the applicability
and interpretation of § 378 and that the Setilement Agreement does not change the

original Proposed Decision’s outcome on this issue , except for two minor changes* for

clarification. , _
Lastly, PG&E addresses ORA’s argument that the Commission should reject the

Settlement Agreement because it does not adequately explain the basis of the
settlement, or the trade-offs that were made in reaching settlement. PG&E points out
that disclosing each l‘ra’de-dff, and the reasons for each'lréde-off, is inconsistent with
Rule 51,9, which provides that settlement 'disc’ussiOns;inc:luc_ling‘ admissions and |
concessions, are confidential” PG&E boinfs out that there is ample record evidence to
support the result reached through settlement in this case. PG&E submits that the
Commission would only discéurage settlements if it required parties to separately
jusiif)' every trade-off made in reéching settlement.

Discussion

While we do not adopt the Settlement Agreement, we find merit in much of what
it proposes. PG&E should be allowed to engage in fair competition with alternative
distribution providers. To the extent that PG&E retains distribution customers on its

¢ The Settlement Agreement proposed the following minor revisions to the Proposed Decision’s
discussion of § 378 interpretation: “At page 6, at the end of the first full paragraph, at line 7,
after “new service offerings” insert the word “only.” Then insett the following at the end of the
paragraph “Neveitheless, we find that PG&E has fully explained in its opening brief at

pages 8-10 how each proposed tariff meets each of Section 378's five factors.”

? Rule 51.9 slates, in part, that “Pa rticipating parties and their representatives shatl hold such
(setitement) discussions, admissions, concessions and offers to sti pulate or setile confidential
and shalt not disclose them outside the negotiations without the consent of the parties
participating in the negotiations.” '




A.94-12-005 ALJ/BDP/sid **

system, the costs of PG&E'’s distribution system {which are relatively fixed, at least in
the short term) can be allocated over a larger group of customers. This keeps the
distribution component of each customer’s rate lower than it otherwise would be, thus
increasing the amount of headroom for transition cost recovery. We also agree with the
settlement that PG&E should not compete for distribution load that is served by
irrigation districts using their CTC exemptions. We believe that this limitation protects
ratepayer interests by preveating the potential “exemption chasing” problem identified
by Merced. Today’s decision, based on the evidenliary record, reaches these same

conclusions. .
Moreover, we note that the Settlement Agreement includes modifications to the

tariffs, requested by Enron, to clarify PG&E's original intent that customers under
Schedules E-TD, E-TDI, AG-8, AG-7, E-36 and E-37 are free to choose direct access at

any time. If otherwise eligible, both netv customers and new load taking direct access

service shall be eligible for these tariffs.

The proposed Settlement Agreement, however, does not comply with this
Commission’s criteria for reviewing settlements: “First, that the settlement conimands
broad support among participants fairly reflective of the affected interests. Second, that
it does not contain terms which contravene statutory provisions or prior Commission
decisions.” (46 CPUC2d at 552, quoting Nalural Gas Procurentent and Reliability Issues,
R.90-02-008, 41 CPUC2d 668, 127 PUR 4™ 417, 463 (1991). Settlements “swhether
contested or uncontested” will also not be approved by the Commission “unless the
stipulation or settlement is reasonable in light of the whole record, consistent with law,
and in the public interest.” (Rules of Practice and Procedure, Rule 51.1(e).)

Neither of these criteria is met in the present case. Although the Setilement
Agreement is supported by a broad coalition of parties, including narrowly-based
customer groups sttch as the AECA, Farm Bureau, and the CIPA, as well as some
competitors such as SoCalGas and the irrigation districts, it is not supported by either
ORA, which represents all ratepayers, or Enron, a major competitor in the electric

industry.




A.9112:005 ALJ/BDP/sid ++%

Second, although the Commiission can approve settlements that are not “all-
party,” we find serious merit in some of the concerns raised by both Enron and ORA.

We share Enron’s concerns that when PG&E offers a customer a discount

pursuant to the proposed new schedules, PG&E should provide the customer with an
“unbundled” bill that shows each component of the customer’s bill (energy, CTC,
transmission, distribution, and public benefit program charge). Such information is

essential to understanding which portions of the total bill PG&E is proposing to

discount and in what amount.

As both ORA and Enron point out that it is necessary to know which of the
unbundled elements of the total bill are being discounted because each component is
subject to different ratemaking treatment and statutory limitations. As Enron notes, as
of January 1, 1998, PG&E's transmission rates will be set by FERC, not this Commission.
Therefore, it is unclear how PG&E can propose to discount these rates. Similarly, under
our own jurisdiction, we are statutorily required to énsure that both the CTC and public
benefit programs charge components of the energy bill are ¢ollected on a non-
bypassable basis. This precludes any discounting of these elements.

Even more troubling, the Settlement agreement specifically allows for the
discounting of CTC in cases where “a competitor is offering to pay the customer’s
CTC.” This provision is open to potential abuse and violates our policy on discounting
CTC. Inaddition, it is unclear what valid public purpose this goal serves. To the extent
a competitor chooses to pay a customer’s CTC, it will be paying that money to PG&E.
Thus it is unclear what advantage PG&E gains by trying to match this discount. If cost-
effective, PG&E can discount its distribution component to retain a customer. If, after
discounting its distribution component, the total rate offered by PG&E is still higher
than that offered by its competitor, than we see only two potential outcomes. Either
PG&E’s competitor is a lower cost provider, in which case it is engaging in “economic
bypass,” or perhaps the competitor is engaging in predatory pricing, in which case
PG&E’s remedy lies in forunis outside this Commission.

This deciston resolves this issue by requiring PG&E to provide unbundled bills

each time it offers a discounted contract. Because PG&E is allowed to offer these
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contracts prior to January 1, 1998, it is necessary for PG&E have unbundled rates for
these tariffs prior to January 1, 1998 as well. This provision is not in the Settlement
Agreement.

Also, we are troubled by the recommendation in the Settlement Agreement to
allow SoCalGas to make an expedited proposal through an advice fiting, to amend its
compelitive options to include customer-specific marginal costs and ratemaking
treatnient similar to that which the Settling Partics find reasonable for PG&E. This
proposal raises due process and notice requirements. Additionally, the Commission, in
its SoCalGas performance-based ratemaking decision (.97-07-054). has j.u‘st addressed
at its meeting of July 16, 1997, the ability of SoCalGas to offer discounted contracts.
Therefore, we reject this recommendation.

Finally, in not accepting the Settlement Agreement we are choosing to be nore

circumspect about many issues that have potentially broad consequences. This is one of

the first proceedings where the Commission has had to address the issue of interpreting
§ 378 relating to the provision of new tariff and service options. Because interpretation
of this issue has potential :implic'ations for other proceedings, we prefer to adopt our
own interpretation of this statute rather than rely on other parties to define it for us.
Similarly, the Settlement Agreement reaches conclusions over the State Legislature’s
intent regarding the role of irrigation districts in competing in the electricity
distribution market. We do not need to address this issue in this decision.

The decision we are adopting is based on the evidentiary record developed in
this proceeding. In many respects, it reaches the same conclusions and outcomes
recommended by the Settling parties. Where it differs from the Settlement Agreement,
is where we address valid concerns raised by ORA and Enron in their comments,

Under Rule 51.9 of our Rules of Practice and Procedure, where a settlement is not
adopted by the Commission, “the terms of the proposed stipulation or settlement are
also inadmissible unless their admission is agreed to by all parties joining in the
preposal.” Therefore, we must reach our decision based not on the proposed settlement
but instead on the evidentiary record prepared in this proceeding. Unlike most other

seltlement offer which are filed during the carly stages of a proceeding, this settlement
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offer came after the close of hearings and and an oral argument before the full
Commission. Therefore, we have an ample record upon which to base our decision.
The following sections outline each issue, the positions of the parties, and our

resolution.
4. PU Code § 378

Several parties claim that some or all of PG&E’s rate design window proposals
are prohibited by AB 1890.

Position of ORA

ORA argues that PG&E is prohibited from offering several of its rate design

window proposals. It requests that the Commission consider whether such rate design

window proposals are consistent with AB 1890 and § 378.

ORA suggests that PG&E's rate design window proposals might not meet the
requirements of § 378. Ac¢cording to ORA, PG&E’s discounted bypass options are
contracts rather than tariffs or rate schedules; PG&E’s proposals do not pre-identify the
rates that will be applicable; and they do not comply with § 378 language allowing
“new optional rate schedules and tariffs.” In addition, ORA questions whether the

proposals meet the § 378 requirements of serving a customer class or subclass.

Position of Merced
Merced argues that the proposed Schedules E-TD and E-TDI violate AB 1890 in

at least three ways. First, it would give PG&E the discretion to discount a customer’s
CTC obligation in violation of § 371(a), which makes the CTC obligation mandatory
except for specific exemplions authorized by the Legislature in §§ 372 and 374.

Second, Merced argues that these schedules violate § 378, in that the proposals
involve individualized contracts for specific customers and not the “rate schedules or
tariffs” for “customer classes or subclasses” authorized by that statute.

Third, Merced argues that these schedules violate the rate freeze provisions of
§ 368(a), which expressly state that rates must be set at June 10, 1996 levels. According
to Merced, the explicit purpose of PG&E’s proposals is to offer disctunts below the rate

freeze levels, under the guise of creating a “new” rate for specified customers.
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Position of PG&E
PG&E contends that all its proposals are consistent with the plain language of

§ 378 in that they are all “new optional rate schedules” fitting the broad criteria of
accurately reflecting “loads, locations, conditions of service, cost of service, and market

opportunities of customer classes and subclasses.”
PG&E notes that the Commission has already interpreted § 378 as follows:

“Section 378 allows the Commission to authorize new optional rate
schedules and tariffs that ‘accurately reflect the loads, locations,
conditions of service, cost of service, and market opportunities of
customer classes and subclasses.” The ability to fit new services and
options to changing market conditions will be particularly important after
direct access becomes available.” (D.96-12-077, mimeo. p. 10, emphasis

added.)

PG&E argues that with direct access now imminent, “market opportunities” and

“market conditions” will change considerably during the transition period and BeyOnd;
therefore, the Commission should not now unnecessarily burden itself and the utilities
it regulates with rigid, preset definitions of § 378 that may later prove too natrow to
allow flexible responses to future developments. PG&E belicves that the Commission
should instead construe § 378 broadly in accordance with its plain language’s meaning
and on a case-by-case basis, in light of the facts relating to each instance of “changing
market conditions.” According to PG&E, this is consistent sith the principle of
statutory construction, that a statute is to be interpreted as broadly and liberally as
possible given the words and intention of the Legislature. (Pasadena Univ. v. Counly of
L.A., 190 Cal. 786, 790-01 (1923); Gay Law Students Assi. v. Pac. T. & T. Co.,24 Cal. 3d
.458, 478 (1979).)

Further, PG&E disputes the contentions of ORA and Merced that its rate
proposals are barred under § 378 because they are “contracts” for one customer not
constituting a “subclass.” PG&E argues that § 378 authorizes such flexibility because
the Legislature is decemed to have been aware of the Commission’s long-standing
administrative practice of allowing discounts to avoid uneconomic bypass by an entire
subclass of customers, such as in PG&E'’s 1995 Rate Design Window proceedin g
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(D.95-10-033) and Southern California Edison Company’s (Edison) Flexible Pricing
options proceeding (D.96-08-025), in which the Commission adopted tariffs which

included pre-approved, discounted generic contracts similar to those proposed here.

Position of AECA :
AECA argues that both ORA and Merced overlook the clear language of

§378. According to AECA, there is no need to cipher whether these proposed services
are being authorized as “rate schedules” or “tariffs,” or to discern the “true nature” ofa
rate schedule or tariff. Nor is it necessary to debate whether a class, by definition, must
have more than one member.

AECA submits that the rate design window options proposed by PG&E are by
any rational definition “net service offerings.” They are applicable to entire classes in
some instances, or to a subclass within the class.

AECA disputes the claim that the Rate Design Window proposals are being
offered to individual customers that meet certain criteria, not to a customer class or
subclass. First, according to AECA, by describing the criteria of those customers that
are eligible, PG&E has, in essenice, created a subclass of customers. It has not identified
specific customers. And AECA argues that, moreover, the fact that the class or subclass

of customers may be small is of no consequence. Having a rate schedule that is

applicable to a single customer is not unheard of. For example, PG&§i's electric

department is the only entity that is eligible for Schedule G-EG - Intrastate Gas
Transportation Service for PG&E's Eleciric Generation Departments. Also, AECA
points out that in the past, utilitics have had individual tariff sheets for sales to specific
customers, such as SoCalGas” tariff for Long Beach. According to AECA, the claim that
a single customer cannot be a subclass for ratemaking purposes is conltrary to past and
present practice.

Discussion

Because this is the first case to interpret § 378, we disagree with PG&E’s and
AECA’s recommendation to broadly interpret this section. Instead, for the present

time, we choose to err on the side of caution and narrowly interpret this section. This is
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particularly important since we have not yet adopted any major decisions addressing
rate design in our restructured electric industry. The overall purpose of AB 1890 is set

forth in the initial paragraph of the legislation:

“... Itis the intent of the legislature to ensure that California’s transition to

a more competitive electricily market structure allows its citizens and

businesses to achieve the economic benefits of industry restructuring at

the earliest possible date, creates a new market structure that provides

competitive, low cost and reliable electric service, provides assurances

that electricity customers in the new market will have sufficient

information and protection, and preserves California’s commitment to

developing diverse, environmentally sensitive electricity resources.”

(AB 1890, Section 1(a).)

In order to achieve that goal, § 378 allows the Commission to “authorize new
optional rate schedules and tariffs, including new service offerings.” And § 378
presents a list of five factors which optional rate schedules and tariffs, including new
service offerings, are to "accurately reflect” — “loads, locations, conditions of service,
cost of service, and market opportunities.” We will examine each proposed tariff to
ensure that it complies with each of the five criteria laid out in § 378. Because we are
choosing to narrowly define the applicability of § 378, we will offer only the following
general guidance as to the policy issues we should consider as we review the goal of AB
1890 and § 378. First, § 378’s emphasis on accurately reflecting loads, location, and cost
of service all argue that any rates we adopt should be based on sound economic
principles of cost-causation. The need to accurately reflect loads would also argue for
rates that should increasingly be based on time-of-use principles that take into account
the daily and scasonal variation of energy prices over time and reflect these costs (either
through metering or load profiling) to the end-user. The requirement that rates under
§ 378 shall accurately reflect “market conditions” recognizes that different customers
may have different compelitive options available to them. AB 1890’s requirement that
we should “achieve the cconomic benefits of industry restructuring at the earliest

possible date” implies that we should look for “win-win” situations in which rates

better reflect cost while at the same time collection of the CTC is accomplished as
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expeditiously as possible. Finally, any rate schedule adopted under § 378 should be
consistent with, and not conflict with, all other applicable provisions of AB 1890.

Also, we agree with PG&E and AECA that many tariffs have corresponding
“contracts,” “service agreement forms,” or “affidavits.” These include nonfirm service,
standby service, agricultural DAP or GAP service, Schedules E-19 or E-20 optional
optimal billing period service, and the 1995 Rate Design Window proceeding generic
contracts. Section 378 and the rest of AB 1890 also allow “new service offerings” and
contain no language to the effect that these types of tariff-related contracts are
forbidden or that all new tariff options must have pre-existing or pre-identified specific
rates. Contrary to ORA’s assertion that a tariff or rate schedule cannot have “fill in the
blank” results, PG&E’s existing Economic Development rate {(Schedule ED) has fixed
discounts off otherwise-applicable rates, while the 1995 Rate Design Window
proceeding generic contracts can have similar fixed discounts off otherwise-applicable
rates, as well as individually varying discounts pegged to alternate providers’
competing rates. PG&E'’s 1997 Rate Design Window proceeding bypass option

proposals parallel this latter Commission-approved arrangement for varying discounts

on PG&E's 1995 generic ¢ontracts.

We agree with Metced’s argument that Schedules E-TD and E-TDI potentially
give PG&E the opportunity to discount a customer’s CTC obligation in violation of
§371(a). Inreviewing PG&E’s amended Schedules E-TD and E-TDI we will need to
address this issue and whether these proposed tariffs accurately reflect the “market
condilions” faced by the targeted custonmers.

On the other hand, we disagree with Merced's interpretation of § 368(a) to mean
that since all rates must be frozen at June 10, 1996 levels, the rate freeze therefore
prectudes wtilities from offering discounted rates. If the Legislature had intended to
preclude utilities from offering new or discounted rate options to its customers, it
would not have included § 378 in AB 1890. The § 368(a) requirement that rates be
frozen at June 10, 1996, levels governs only those tariffs which already existed as of
June 10, 1996. Section 378 would be meaningless if it did not give utilities the ability to
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offer new rates at other than the June 10, 1996 levels to respond to the “market
opportunities of customer classes and subclasses.”

Therefore, we will examine each individual rate design window proposal on its

own merits.

5. Schedule AG-7 _
PG&E's proposed Schedule AG-7 agricultural tiered rate would automatically

bill customers at an appropriate rate depending on the customer’s monthly usage.
Schedule AG-7 automatically places a customer in Tier 1 if it has low monthly operating
hours or Tier 2 if it has high monthly operating hours.

Schedule AG-7is a voluntary time-of-use (TOU) rate, designed to help many
agricultural customers manage their rate schedule selections. Rainfall, floods, droughls,

“and unpredictable surface water availability make it difficult for agricultural users to
predict pumping needs and select the least-cost rate schedule. This schedule will
provide a convenient method for these customers to be asstired that their rates adjust to
their monthly operating hours. Although the rate may result in higher bills in certain
months or years for some ¢ustomers, the rate will serve as insurance against bill
fluctuation for customers with varying usage.

AECA enthusiastically supports PG&E's proposed Schedule AG-7. AECA agrees
with PG&E that the schedule attempts to ameliorate the vagaries of trying to predict
which rate schedule one should select, based on a forecast of electric needs which is
largely driven by weather-related conditions outside the ¢ontrol of agriculture users.

However, AECA is concerned that agricultural users make an informed choice in
opting for this schedule. AECA notes that PG&E has agreed to AECA's
recommendation that PG&E undertake an education program with the AG-7 rate
proposal. This program would explain not only the possible benefits of the rate
schedule, but should accurately discuss the risks of selecting such a rate option.

Farm Bureau also recommends adoption of Schedute AG-7. Farm Bureau
believes that as the electric industry makes its transition to a new market, the affected

utilities should be allowed to serve customers in ways that make sense. Farm Bureau
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expects many agricultural customers will continue to take bundled service through
existing utilities as the transition is made, and it believes the Commission would be
remiss if rate design were allowed to stagnate in the process.

Farm Bureau points out that the proposed schedule, which is directed at
reducing the need for customers to switch between schedules, addresses a change in

rate treatment shich was instituted in 1996. That is, customers are now charged a

significant processing fee for migration betsween TOU schedules. Thus, even if a

customer predicts a usage change requiring movement to a different schedule, the
customer must pay a fee. Farm Bureau agrees that the proposed schedule will reduce
the necessity for such processing fee assessments.

However, SoCalGas does not share the enthusiasm of AECA and Farm Bureau
for PG&E’s Schedule AG-7 proposal. S6CalGas points out that this rate schedule
incorporates rates for each tier that are higher than the comparable rates found in other
existing agricultural schedules that are targeted at specific, consistent levels of monthly
usage. And the “revenue neutrality” of this propoesal is solely derivable from the
assumption that at least 40% of its participating ratepayers lose money through their
participation therein. According to SoCalGas, this is a win-lose proposition for PG&E’s
ratepayers which the Commission must not endorse.

ORA views Schedule AG-7 as PG&E's response to the pressures it is facing in the
agricultural sector from alternative engine water pumping options and irrigation
districts. According to ORA, from this perspective, PG&E’s proposals are a markeling
effort to increase the loyalty of its agricultural customers. ORA does not object to this
effort but believes that any revenue loss due to the marketing of these schedules should
be borne by, in the first instance PG&E sharcholders, or, if the Commission rejects this
ORA proposal, then by agricultural customers themselves. ORA argues that since
PG&E appears confident that marketing of such schedules will not reduce its revenues,

it should be willing to take on this obligation.
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Discusslon
There is an undisputed need by agricaltural users for the type of schedule that

PG&E has proposed. We believe that agricultural users are sufficiently astute to

understand that the type of “insurance” offered by this schedule is not free. Properly
designed educational materials discussing the down-side of this schedule should
address SoCalGas’ ¢concern.

We share the concerns of ORA and SoCalGas that this program may not be
revenue-neutral and thereby imposes additional costs upon other ratepayers. This
assumption is achievable only if 40% of the participants who sign up for this voluntary
schedule end up paying higher rates than they otherwise would have. If, in practice,
this 40% is not achieved, then there could be a revenue shortfall. As AECA and Farm
Bureau note, these customers have a much harder time predicting their energy usage
since it is far more dependent on outside factors (e.g., weather, drought) than other
customer classes. Since we have not required shareholders to be fcspo_nsible for such
shortfalls in the past (or credited a‘ny surplus to shareholders), we see no reason to do
so in this case. To limit any potential down-side effects upon ratepayers, Schedule AG-
7 will be available to a maximum of 5,000 accounts on a fifst-conie basis, so that the
impact of the schedule may be evaluated before allowing general enrollment. Schedule
AG-7 is authorized only on an experimental basis, as this schedule presents a new rate
concept.

With regards to Schedule AG-7’s compliance with the requirements of § 378,
since this is a TOU rate it is consistent with the requirement of accurately reflecting
loads. This proposed tariff is also consistent with the other criteria established in AB
1890 in that it is based on an underlying agricultural tariff already adopted by the
Commission, which means it should be largely reflective of the conditions of service,
cost of service, and locational attributes of these customers.

We conclude that proposed Schedule AG-7 should be adopted.
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6. Schedules E-36 and E-37
Schedules E-36 and E-37 are designed to stimulate oil pumping activity and are

available to customers in Standard Industrial Code (SIC) 1311 (crude petroleum and
natural gas extraction). Because these oil pumping operations are very similar to
agricultural pumping operations, Schedules E-36 and E-37 are based on agricultural rate
schedules. Schedule E-36, a non-TOU, non-demand schedule for smaller oil pumping
accounts, is revenue-neutral to agricultural Schedule AG-6B. Schedute E-37, a TOU
demand schedule for medium or large oil pumping accounts is based on agricultural
Schedule AG-5B. Customers voluntarily selecting optional Schedules E-36 or E-37 who
have maximum demands over 500 KW must take service on Schedule E-37, to equitably
preserve the current Commission requirement of mandatory TOU service for customers
with maximum demands over 500 kW.

PG&E estimates it currently has 1,050 oil pumping accounts classified in SIC
1311. These accounts serve approximately 60,000 active wells and 15,000 to 18,000 idle
wells. PG&E estimates that Schedules E-36 and 37 will result in approximately 1,200
idle wells being returned to operation. These accounts are located primarily in low-cost
rural distribution planning areas, and have an average marginal cost of service of only
three cents per kWh, as opposed to five cents per k<Wh for Schedule AG-5B, under
adopted January 1, 1996 marginal costs of service.

The California Independent Pelroleum Association (CIPA) supports proposed
Schedules E-36 and E-37. According to CIPA, these schedules offer oil producers,
PG&E, PG&E ratepayers and the California economy a win-win situation.

CIPA points out that California has one of the highest percentages of idle wells of
any of the large oil and gas producing states, yet offers few of the incentives offered by
other large oil producing states. Also, over 80% of the oit producer accounts on the
PG&E system pay small commercial rates which do not reflect their loads, locations,
costs of service, conditions of service or market opportunities. The proposed new
optional rate schedules afford oil producer customers a cumulative bill reduction of
approximately 17%, which, CIPA contends, is fully justified on a traditional cost-of-
service basis. This, according to CIPA, is clearly a benefit for oil producers, primarily

-25-.
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the small operators who make up the majority of independent producers. CIPA
estimates that these schedules will result in savings éf between $2.5 million and $3
million dollars annually for these customers.

Further, CIPA points out that for the estimated 1,200 idle wells that would be
retumed to service, the total revenue increase would be approxiniately $4.7 million
annually. There will be a net increase in PG&E electric revenues from this rate subclass
that will accelerate transition cost recovery, a benefit for both ratepayers and
shareholders. The amount of the net increase in revenue is estimated to be between $1.9
million and $2.2 million annually.

The Division of Oil, Gas and Geothermal Resources points to Senate Bill (SB)
2007, which provides incentives to return long-term idle wells to production, and urges

the Commission to adopt PG&E'’s proposal. -
All parties, except ORA, agree that the increased revenues will benefit both

PG&E shareholders and ratepayers. We conclude that proposed Schedules E-36 and
E-37 should be adopted and are consistent with § 378.

7. Schedules E-TD and E-TDI
These proposed rate options are designed to permit PG&E to offer competitive

alternatives to customers who are either contemplating uneconomic bypass of PG&E's

system or who might begin to take service from PG&E, but have offers from T&D

competitors. 7
Schedule E-TD provides PG&E with pricing flexibility to compete with other

T&D service providers to retain existing customers who would otherwise
uneconomically bypass PG&E’s T&D systen.

Schedule E-TDI gives PG&E pricing flexibility to compete with other T&D
service providers for new customers who could be served by PG&E’s T&D system. The
rate can be offered in two different situations. First, it could be offered to new
customers that will be locating facilities within PG&E’s service territory, but who have

the option to hook up to either PG&E's or an altemnative provider’s T&D system.
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Second, the rate might be offered to attract nearby customers of other T&D service
providers under the reciprocity provisions of AB 1890.

Both schedules, as originally proposed, are limited to custonters with loads
above 200 kW." To qualify for the rate, if not already being served by a competing T&D
provider, a customer must be able to demonstirate to PG&E's satisfaction its ability and
willingness to take service from the competing T&D provider. To do this, the customer
must provide evidence documenting the offer it has received from PG&E’s competitor.
PG&E will then evaluate the offer to determine if the alternative service appears
technically and financially 'f'easible, and to ensure that there are no environmental or
legal barriers to the transaction. Finally, the customer will have to sign an affidavit

stating that PG&E's competitive rate offer is the deciding factor in its decision to remain

on the PG&E system.
PG&E proposes to file each contract with the Commission within 30 days after

execution, and it will be available for review by all without any confidentiality
restrictions since none are necessary due to the nature of the information contained in
the contract agreement forms (see Appendix B). All of the terms of Exhibit A t6 the
contract agreentents, with the exception of any specific customer usage information,
will be publicly available as well. In addition, these contracts will be subject to
reasonableness review. Both the lack of confidentiality and the presence of
reasonableness reviews are significant differences from PG&E’s 1995 Rate Design
Window generic contract rates dealing with customer responses to out-of-state
competition.

PG&E’s competitive rate will be tied to published tariff rates or the customer’s
individual offer for the alternative service so that it just matches, but does not beat, the

other offer at most. It will be subject to a floor of customer-specific marginal cost plus

* The Settlement Agreenient, would have reduced this requirement to 20 kW to address the
concerns of AECA and Farm Bureau that the schedules be available to more smaller customers.
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20%,’ to ensure positive contribution to margin. Customers may terminate their

agreements at any time without penalty.

Position of PG&E
According to PG&E, a $209 million total revenue shortfall during the transition

period would result if it is not allowed to offer a competitive response to current and
future market activity. PG&E contends that if its proposals are not adopted, other T&D
. providers will have ability to ¢construct duplicate T&D lines into PG&E’s existing
service territory to serve select PG&E customers, to the detriment of PG&E’s remaining
ratepayers. The revenue shortfall will occur not only as a result of irrigation district
activity related to CTC exemptions, but also from other entities without CTC

exemptions, including municipal utilities, “over-the-fence” cogeneration facilities and
P 4 p

new T&D providers which are entering the T&D business.
PG&E points out that it has an obligation to serve all customers in its service

territory under its approved tariffs. These new T&D providers do not have such an
obligation and, according to PG&E, are poised to exploit their ability to pick and choose
those PG&E customers which will be the most profitable to serve. These compelitors
often have the benelfit of institutional tax advantages and federally subsidized power
generation and typically have much greater pricing flexibility than PG&E, with the
ability to change their prices quickly to meet market needs.

According to PG&E, of the $209 million total revenue shortfall eslimate, $41
million would occur from the following irrigation districts which were recently
awarded CTC exemptions by the California Energy Commission (CEC): Modesto,
Fresno, South San Joaquin, and Laguna. An additional $71 million would be due to the
75 MW of CTC exemptions granted to Merced. Section 374(a)(2) provided Merced with

> In situations in which no § 374 CTC exemption is being used, clarifying language has been
added to the proposed schedules noting that PG&E’s offer under Schedule E-TD or E-TDI will
never go below the sum of its customer-specific marginal cost plus 20% plus the customer’s
CTC obligation.




A.94-12-005 ALJ/BDP/sid **

CTC exemptions for 75 MW of load without ﬁaving to compete via the CEC allocation
proceedings.

PG&E points out that Merced has been serving former PG&E customer Foster
Farms since May, 1996 and is currently completing engineering and design on a
duplicate distribution line to serve select PG&E customers in the City of Livingston.
Merced is also conducting public hearings and environmental review on a proposed

route for a 33-mile transmission line to serve select PG&E customers-in the Castle,

Merced and Atwater areas. ‘
Also, according to PG&E, the remaining $97 million of the $209 million total

revenue shortfall estimate will not be related to irrigation district CTC exemplions at
all. This T&D bypass would occur from “over-the-fence” cogeneration, from entities
that are not eligible for CTC exemptions, and ffom irrigation districts which, after
exhausting their CTC exemptions, will continue to expand their duplicate T&D systems.

PG&E submits that it is a common perception that uneconomic bypass will
someho be limited to load served through CTC exemptions. PG&E contends that this
perceplion is wiong. According to PG&E, there are new competitors entering the
market which do not plan to use CTC exemptions at all to develop their T&D systems.
The Crossroads Irrigation District is one example of an entity that was formed post-AB
1890 which acknowledges the CTC obligations of the customers it plans to serve yet
which still plans to serve customers in a nearby industrial park.

Further, PG&E points out that in addition, many irrigation districts with
exemplions have explicitly stated that they plan to keep growing long after their CTC
exemplions are used up. For example, the Fresno Irrigation District in its CTC
exemplion application to CEC requested a 40 MW exemption to serve 59.3 MW of
customer load by 2001. The South San Joaquin Irrigation District has stated its intent to
connect new customers into the year 2006. The Pittsburg Power Company, which is not
eligible for a CTC exemption, is ntarketing itself to industrial customers which would
locate in PG&E's service territory.

Regarding the pending sale of its distribution system in four San Joaquin Vatley

cities to Modesto, PG&E states that if the service area agreements are approved, the

-99.
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shortfall during the transition period due to T&D bypass swould be $162 million (78% of
the original estimate) and CTC shorifall would be $38 million (83% of the original
estimate). If the proposed agreements are not approved, the shorifall estimate would
remain at $209 million and the CTC shortfall estimate would remain at $46 million.
PG&E argues that its proposed schedules are intended to advance fair
competition. Under its schedules, PG&E would not be able to price below customers’
competitive alternatives. The best PG&E could ever do would be to match each
competitive alternative. Where the customer is not obligated to pay a CTC to PG&E,
PG&E's offer would be, at best, equal to the documented competitive offer. In the case
where the customer would still be obligated to pay PG&E a CT C should it depart,
PG&E would not price below the sum of the compeling price plus the customer’s CTC

obligation. Thus, in either case, the outcome would be the same -- PG&E ¢an never

price below the competitive alternative. _
PG&E points out that the proposed schedules would not become effective prior

to the date that the customer would have received service under the competing offer.
In other words, if the competitive offer required construction of a duplicate distribution
line that would take six months to construct, PG&E’s competitive offer would not
become effective for six months. Thus, PG&E'’s proposed compelitive response would
be at best equivalent, from the customer’s perspective, to the compeling offer, both in
price and in its effective date.

PG&E contends that its proposed Schedules E-TD and E-TDI will not hinder the
development of competing T&D providers. According to PG&E, these tariffs will
simply provide customers with an additional choice when presented with an offer from
a competing T&D provider. They will also result in increased CTC collection and
contribution to margin for PG&E’s remaining customers that are not within the
geographic reach of these selective competitors or which do not posses the load
characteristics which would make them desirable to serve. PG&E believes that rather
than allowing PG&E’s competitors the unfettered ability to cherry pick selected PG&E
customers at the expense of remaining ratepayers, PG&E's rate proposals will provide

customers with an additional choice and will encourage competitors, including PG&E,
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to differentiale themselves to customers based on higher reliability, better customer
service, and other non-price attributes -- the essence of a competitive marketplace.

Position of ORA

Aside from ORA’s argument that PG&F's proposed schedules are in violation of
§ 378, ORA takes exception to PG&E’s proposal to develop marginal cost floors based -
on classifying Transmission Plarining Areas (TPA) and Distribution Planning Areas
(DPA) as constrained or unconstrained. ORA points out that in PG&E's last geﬁerai
rate case, it also’proposéd ar‘éa-spec’_ifiérma‘rginal ¢costs. In D.97-03-017, the Commission
rejected PG&E's proposal because of doncerns about the accuracy of the underlying
studies. However, the Commtssxon left open the possibility to reconsider PG&E's

‘proposal upon produchon of new studies. Acc«ardmg to ORA, PG&E has fanled to
produce any new studies to justify classxfymg TPA or DPA as constrained or
unconstrained. ORA submits that pursuant to recent Commission precedent, the
Commission Shﬁuld rejeét PG&E’s proposal to set marginal ¢ost floors based on
classifying TPA and DPA as constramed or unconstiained because no new studies have

been provided.

- ORA argues that in the event the Commission approves PG&E'’s proposals, the
Commission should also retain a liquidated damages proxrision, as originally proposed
by PG&E, to reduce litigation and incent contract compliance. Also, ORA argués that
the Commission should impose the same ratepayer protections as adopted in
D.96-08-025, that is, any CTC that is not recovered should be bome by shareholders.
Further, a¢cording to ORA, any CTC that is identified during the term of a conlract as
borne by shareholders should not be shifted back to the discount customer if the
customer exercises other competitive options, either after the term of the contract or
under early termination options.

Further, ORA argues that the Commission should not allow for [;rice
discrimination based upon market power. According to ORA, PG&E’s discriminatory

approach may result in price discrimination based upon a customer’s market power.




A91-12-005 ALJ/BDP/sid **

ORA contends that rates should not be a function of the bargaining power of a
patticular customer, and discounts should apply to all similarly situated customers.

ORA argues that the discretionary aspect of PG&E's proposals means that
California does not fully realize the fruits of true competition. For instance, lower
prices are one benefit of true competition. Under PG&E’s discretionary proposals, only
a few customers sec lower prices, and discounts will be offered only to the extent
necessary to preclude entry by potential competitors. According to ORA, if PG&E’s
proposals are adopted, entry will be discouraged and PG&E will remain the sole T&D
provider.

ORA states that it has not taken a stance on the issue of whether T&D
competition should be promoted. ORA recognizes that in theory greater efficiency méy
result from one providerr. ORA submits that in the event the Commission favors
competition between irrigation districts and PG&E, the Comniission should énsure that

PG&E’s proposals do not hinder competition.

Position of Merced

Merced argues that the concept that PG&E should have the discretion to

selectively discount (or waive entirely) an individual customer’s CTC obligation
violates the provisions of AB 1890. According to Merced, AB 1890 explicitly addresses
the application of CTC’s to PG&E’s customers and to irrigation districts competing to
serve them. It provides specific exemptions from the CTC obligation for an expressly
limited amount of load to be served by certain irrigation districts, as well as addresses
in detail the application of the CTC obligation to many other competitive situations.
Merced contends that this balancing of interests by the Legislature provided PG&E with
many substantial benefits, a fact reflected by PG&E’s support of this legislation. And,
having obtained the benefits of its legislative bargain,” PG&E now seeks to deprive the

* According to Metced, among the most significant benefits PG&E obtained in AB 1890 is the
application of CTCs to any customer depatling to an irrigation district. Prior to AB 1890,

irrigation districts had been authorized by state law to compete in the T&D market with [OUs
with no CTC obligations. (Water Code § 22120.) These laws have been on the books for more

Footnote continued on next page
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irrigation districts of their benefits. According to Merced, PG&E sceks to do so by

obtaining from the Commission the discretion to discount CTC’s in a manner not

authorized by AB 1890. »
Further, Merced argues that PG&E’s proposal produces the absurd result that

where PG&E's competitor has no CTC exemption, PG&E’s uneconomlc costs would be
a mandatory obligation if a customer departed PG&E, but would be discounted if the
customer remains with the c’bmpany. Merced contends that in thié'cirClnnlstance,
PG&E’s proposal would place asgreat'er obligation to ¢collect PG&E’s uneconomic costs
u pon PG&E’s coﬁipetito}s than upqﬁ" PG&E itself. »
Lastly, Merced argues that the passage of AB 1890 has fundamentally altered the
rate impacts of anti-bypass .cohtract's_ such as proposed by PG&E. According to Merc‘ed, B
the rate freeze, the CTC exemptions and the CTC collection limitations in particular
make l}i_é impacts of such contracts very different today than prior to AB 1890. Merced
submits that due to these new statu tes, the contribution to mér‘giri analysis which
- underlies PG&E’s proposal here ro longer assures ratepayers of benefits from these
rates. |
Position of Modesto
Modesto argues that Schedules E-TD and E-TDI ignore most of the elements that
must be considered in adopting a rate schedule under § 378. Thus, while the
Commission is required to adopt optional tariffs, those tariffs must ac¢urately reflect the
loads, locations, conditions of service, cost of service and market opportunities of
customer classes and subclasses,
According to Modesto, PG&E made it clear that the only relevant factor in
determining the rate to be offered to a particular customer was a competing offer, and

PG&E gives none of the factors set forth in § 378 even cursory consideration. It will not

than a half century and have nothing to do with this Commission’s restructuring efforts. Thus,
according to Merced, the limited “exemption” from CTCs for some frrigation districts tepresent
a significant compromise by such districts from their prior position in which their customers
had no CTC obligation at all.
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consider load, location, or the cost or conditions of service. Nor will PG&E offer the
rate to a class or subclass of customer - only the customer who has received a
competing offer will be eligible for the rate.

Modesto argues that even if the Commission were to allow a rate class to be
defined by the competition, rather than characteristics of service, the proposed schedule
must still be rejected, as it fails to accurately reflect each of the remaining elements
required under § 378.

Also, Modesto argues that these schedules must be rejected because they are
ambiguous. Modesto points out that under the section entitled “Applicability,” the

schedules provide: “This tariff is available to qualified customers, at PG&E’s

discretion.” (Emphasis added.) According to Modesto, PG&E cannot articulate to

whom the schedules would be offered, or to what extent PG&E has or may exercise

discretion.

Lastly, Modeslo argues that absent any speclflcny as to the conditions under
which a rate would be offered to a customier, the Commission is not able to determine,
as it must under § 451, whether the rate offered to a custoner is just and reasonable, nor
¢an PG&E establish, as required by § 453, that it is not making or granting “any
preference or advantage to any corporation or person or [subjecting] any corporahon or

person to any prejudice or disadvantage.”

Position of Laguna
According to Laguna, it is apparent from review of § 374 that the Legislature

specifically intended that irrigation districts enter the power market. Laguna contends
that, however, PG&E’s proposed Schedules E-TD and E-TDI would have the practical
effect of undercutting and rendering meaningless those exempted power allocations
because PG&E’s rate proposals would quash new power suppliers.

Laguna asserts that the most disruptive by-product of PG&E’s proposed
schedules is the effect upon new compelitors facing start-up costs. Laguna will
necessarily include an incremental charge in its service rate structure to recoup the cost

of entering the market. The rates Laguna will charge will necessarily be higher than




A94-12-005 AL)/BDP/sid **

they would have been had Laguna already had an operational transmission and
distribution system. Therefore, Laguna contends that PG&E’s proposals would
undercut and squeeze Laguna and other new competitors out of the market.:

Further, Laguna argues that the Legislature has found that the greatest benefits

which ratepayers and the state in general will enjoy will not come through a continued

monopoly and rate restructuring as PG&E proposes, but rather through increased

competition which will be fostered by the workings of AB 1890 itself:
“The [Public Utilities Commission) has found, after an extensive publi¢
réview process, that the interests of ratepayers and the state as a whole
will be best served by moving from the regulatory framework existing on
January 1,1997 . .. to a framework under which competition would be
allowed in the supply of electric power and customers would be allowed
to have the right to choose their supplier of electric power.” (PU Code
§330(d))

Laguna ¢ontends that to give meaning and purpose to the I)egislature's mandate
to foster greater competition, PG&E cannot be allowed to dry up the market with a
reduiced rate struclure that will eliminate new competitors. _

Further, Laguna argues> that § 368(a) requires a freeze on rates at the level they
‘were aton June 10, 1996, and this freeze on rates establishes the base amount by which
all future cost recovery increments and rate reductions will be measured. According to
Laguna that there is no authorization for a specialized rate reduction to PG&E separate
from the method established in AB 1890. Therefore, Lagiuna submits that the
Commission is without authority to establish a rate structure different than that created
by AB 1890.

Next, Laguna addresses PG&E’s concern that the use of CTC-exempt power by
irrigation districts will help to finance the expansion of non-exempt areas of service,
Laguna notes that § 374(a)(1){D) provides that “at least 50 percent of each year’s
allocation to a district shall be applied to that portion of load that is used to power
pumps for agricultural purposes.” Laguna contends that this restriction renders the
presumed activity PG&E complains of impractical. According to Laguna, CTC exempt

power cannot be used indisceiminately. Tt cannot be used in varied areas, or even
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outside of the political boundaries of the irrigation district. Laguna contends that it is
appropriately constrained in use to provide relief to agricultural power users.
Further, Laguna contends that the amount of CTC-exempt power allocated to
irrigation districts is not so great so as to serve as the foundation for a takeover of the
power market, as PG&E would have the Commission believe. The California Energy
Commission (CEC) determined that 71 of the 110 megawatts (MW) of the CTC-
exempted power would be allocated to PG&E's area. The CEC determined thereafter,
based on the applications and presentations of irrigation districts, to divide and allocate
that exempted power to several irrigation districts. Laguna received an allocation of 8
MW of exempted power to be phased in over five years. Thus, even those irrigation
districts which were allocated a portion of the CTC exempt power will not have the

entirely of that exemption until the final year of the five-year term.

Addressing PG&E's contentions that new competitors, using CTC-exempt
power, will target the most profitable service connections which PG&E cannot do
because of its fequirement to serve all connections within its designated service area,

_ Laguna contends that PG&E will no longer be compelled to serve all power users
requesting service in its service area.

Laguna argues that it is an expected result that to increase compelition, as is the
mandate of AB 1890, PG&E in all likelihood will lose some customer base. Laguna
believes that PG&E’s objective is to undo the mandate of AB 1890, retain all of its
existing customer base, and attempt to close the market to new compelitors. Since
greater competition in the power service market is the goal of deregulation, Laguna
submits that if the Commission approves PG&E'’s proposed rate schedules, it will
underniine the ability of new competitors to enter the market, directly contrary to the

purposes of AB 1890.

Position of AECA
AECA, which as a general proposition favors compelition, urged the

Commission to reject Schedules E-TD and E-TDI. AECA contends that the irrigalioh

districts, are nascent competitors and competition from this sector is, by any standard,
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only starling to emerge and is in its infancy. AECA urges the Commission to give the
irrigation districts a chance to get established. AECA believes that if PG&E is allowed
to compete against irrigation districts at this time, it will ultimately lead to a lessening
of competition.

AECA argues that allowing a reasonable period of time for potential competitors
to establish themselves is consistent with the law and with prior court determinations.
AECA contends that § 1(a} of AB 1890 acknowledges that California is transitioning to a
more competitive market structue; it is not yet there. It urges that customers in the

new ntarket have sufficient information and protection. AECA submits that allowing

competition to emerge and establish itself is also ¢onsistént with the approach that the

courts took in the transition from a monopoly telecommunications industry dominated
by American Telephone and Telegraph Company (AT&T) to a more c0n1petfliVe
environment. According to AECA, to have long—terrﬁ competition, competitors must be
given a chance to emerge and develop in the shoit term.

Further, AECA argues that while PG&E views Schedules E-TD and E-TD1 as
tools to prevent cherry picking, allowing PG&E to give discounted counteroffers to
potential customers of irrigation districts is sufficient to prevent any potential
compelitor from ever establishing a foothold to compete against PG&E. AECA
contends that by aggressively competing in the early stages, PG&E can effectively
maintain its monopoly distributor status. In essence, rather than fostering competition,
the proposed schedules will actually lead to a lessening of competition. AECA believes
that this is contrary to the intent of AB 1890 and the Commiission’s electric restructuring
program.

AECA points out that the Legistature in AB 1890 recognized that California was
in the transition to a more competitive market structure and that it was the Legislature’s
intent to provide assurances that electricity customers in the new market will have
sufficient information and protection. (AB 1890, § 1(a).) To ensure that compelition is
introduced, the Legis!ature, as well as the Commission in D.95-12-063 and D.96-01-009,
concluded that bodies such as an Independent System Operator (1S0) and Independent
Power Exchange should be established. (Section 330(1){1).) To ensure that utility
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market power in generation was reduced, the utilities also were ordered to divest
themselves of a portion of their eleciric generation.

Also, AECA argues that the Commiission determined and the Legislature
affirmed in § 330(1)(3) that there is a need to ensure that no participant in these new
market institutions has the ability to exercise significant market power so that the
operation of the new market institutions would be distorted. Consequently, AECA
believes that AB 1890 requires that the Commission give the emerging irrigation
districts the opportunity to establish themselves in this new competitive environment.
AECA contends that if an established monopoly supplier such as PG&E is allowed to
meet every offer extended by an emerging irrigation district supplier, competition will
never develop. AECA believes that to have meaningful competition in the long term,
the Commission must at least temporarily restrict PG&E from competing for the anchor

customers that are necessary to allow the irrigation districts to get into business.

Position of Enron
Enron’s position, as stated for the first time at the Oral Argument on June 23,

1997, is that the tariff language should be modified to clearly indicate PG&E’s intent
that customers under any of the proposed Schedules AG-7, E-36, E-37, E-TD, E-TDJ, and
AG-8 are free to choose direct access at any time, and that if otheriwise eligible, both

new customers taking direct access service and under any of these tariffs shall receive

bills that present PX charges (including but not limited to charges for commodity and

ancillary services), ISO charges and service charges, and charges for competitive or
unbundled services (including but not limited to billing, metering and credits) that are
unbundled consistent with methods approved by theé Commission for all other direct

access customers.

Background
Before considering the positions of the parties it is useful to consider the relative

risks that PG&E will face if a customer leaves PG&E to take service from a compeling
distribution service provider. Prior to 'reslrucluring, a customer leaving PG&E'’s system

would have resulted in PG&E losing the entire contribution to ma rgin (CTM) made by
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that customer. Under electric restructuring, with unbundled rates, PG&E faces a
different set of risks, and PG&E's rates will be separated into their various ¢omponents:
energy, CTC, public benefit programs, transmission, and distribution costs.

- The goal of restructuring is to make the local utility distribution company (UDC)
such as PG&E indifferent to who provides a customer with'energy. A customer leaving
PG&E's distribution system would have the same effect on PG&E’s energy costs as if
the customer had chosen direct access. Undeér either s¢enario, PG&E would no longer
incur the cost of purchasing power for the customer from the Poiver Exchange.

Prior to restructuring, PG&E would have lost the entire CTM if a customer left its
distribution system. CTM represents the difference between what it costs to serve a

customer and the amount of revenue that customer brought in through his or her rates.

-The retentlon of CTM was the main justification for the utility to offer dnscounted rates
to keep a customer on the system. Although techmc*ally diffefent, in many respects
CTM is the same as today’s CTC, essentially the difference between what it costs to

provide service to a customer and today’s above market rates, which include a large

component of CTC.
Unlike the days prior to restructuring, PG&E is now able to collect CTC (the

modern equivalent of CTM) even if the custonter leaves the system to take service from
a competing distribution service provider. Except for 185 megawalts of custonter load
that AB 1890 allows irrigation districts to offer customers exempt from CTC, almost all
customers who leave PG&E to take service from another distribution provider are now
obligated under AB 1890 to pay CTC to PG&B. Thus PG&E is at only minimal risk of
losing CTC (primarily due to forecasting error if the departing customer’s caleulated
CTC turns out to be lower than if the customer had stayed on the system) from
distribution bypass,

It is unclear what the effect on PG&E’s transmission costs would be if a customer
were to leave PG&E's distribution system. After January 1, 1998, transmission rates will
be set by FERC, not the Commission, and PG&E will transfer control of its lransmlssmn
assets to the Independent System Operator (ISO) which will reimburse PG&E, through -
FERC-approved tariffs, for the cost of PG&E’s transmission system. Therefore, it is
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possible that even if PG&E lost a customer to a compeling distribution system, PG&E
could still recoup all, or at least a part, of its transmission costs if the competing
distribution provider utilized the ISO to transmit power to PG&E’s former customer.

Finally, PG&E clearly would lose all revenues associated with distribution and

the public benefit programs charge (§ 381) if a customer were to leave PG&E'’s

distribution system. Even here, hoivever, PG&E may be able to mitigate a part of this
loss if it were to lease or sell its distribution system to a competing distribution provider
that is now serving the former PG&E customer.

Therefore, in assessing the relative risks that PG&E faces if an existing customer
leaves PG&T's distribution system for a competing provider, PG&E is at no risk for the
energy portion of the bill, little if any risk for CTC collection (as long as the ¢ustomer
did not have a CTC exemption from an irrigation district), some risk for its transmission
costs (depending upon its competitor’s energy supply source) and is at alnost total risk

for the distribution and public benefit programs charge portion of the bill.

Discusslon
We agree with PG&E that it should be allowed some flexibility so that it can

respond fairly to the threat of distribution bypass. For the reasons stated above, we
believe PG&E’s estimate of lost revenue represents an overly high estimate of PG&E's
potential loss. PG&E is at significant risk for the distribution, public benefit programs
charge, and to a lesser extent, transmission components of that customer’s bill. To the
extent that PG&E retains distribution customers on its system, the costs of PG&E’s
distribution system (which are relatively fixed, at leastin the shorl term)canbe -
allocated over a larger group of customers. This keeps the distribution component of
cach customer’s rate lower than it othenwise would be, thus increasing the amount of
headroom under the rate freeze available for CTC recovery.

The Commission has long held that uneconomic bypass is not in the best
interests of rateiaayers. Indeed, the Commission held that prevenling uneconomic

bypass conferred a number of benefits on ratepayers:
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“The pre-approved generic discount contracts directly benefit ratepayers
by avoiding uneconomic bypass as well as retaining contribution to the
utility’s fixed costs, thus either holding the line on rates or actually
reducing them, whereas rates would be relatively higher if this load were
lost or not attracted to PG&E's territory.” (D.95-10-033, mimeo. p. 54,
Finding of Fact No. 5.)

“Further, the Commission’s policy on uneconomic bypass states that the
utility should be allowed to retain the load in the event that it can reduce
its prices to “meet’ the competition without reducing its prices below
marginal ¢ost. (D.92-11-052, 46 CPUC 2d 446 (1992).) This policy makes
sense because it recognizes that the utility should be allowed to compete
to retain customers where the infrastructure is already in place to serve a
customer.” (D.95-04-077, mimeo. p. 20.)

Due to AB 1890, PG&E is at significantly less risk for lbsing the CTC ¢component

of its rate if a customer leaves its distribution system. PG&E is hurt only if that

customer is taking power from an irrigation district that is ulilizing a CTC exemption.
Even in such cases, however, we are not persuaded that PG&E should try and compete
for this customer by trying to discount its rates to retain such customers. We agree with
Merced’s analysis of “exemption chasing” and its conclusion that PG&E could be worse
off if it tried to compete for CTC-exempt customers. We believe that preventing PG&E
from competing for such customers is in the ratepayers’ interest. Allowing PG&E to
compete for CTC-exenpt load also raises the problem of having to discount CTC
(discussed further below.) _

Having decided that PG&E should be given some flexibility to compete, we must
decide how much flexibility PG&E should receive and how it should be structured.

We share Enron’s concerns that when it offers a discounted contract PG&E must
provide an “unbundled” bill to the customer that shows each component (energy, CTC,
transmission, distribution, and public benefit programis charge.) Such information is
essential to understanding which portions of the total bill PG&E is proposing to
discount and in what amount.

As both ORA and Enron point out, it is necessary to know which of the

unbundled elements of the total bill are being discounted because each component is
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subject to different ratemaking treatment and statutory limitations. As Enron notes, as
of January 1, 1998, PG&E’s transmission rates will be set by FERC, not this Commission.
Therefore, it is unclear how PG&E cén propose to discount these rates. Similarly, as
ORA and Merced state, we are statutorily required to ensure that the CTC component
of the energy bill is collected on a non-bypassable basis. This precludes any discounting
of this component of the bill. Althcugh not explicitly stated by the parties, this same
logic applies to the public benefit programs charge portion of the bill which is also non-
bypassable under AB 1890.
Section 374 sets the maximum CTC exemption for irrigation districts,

es!éblishing an upper bound on how much ¢ould possibly be shifted to remaining
ratepayers on the same side of the firewall. In fact, other provisions of AB 1890 run
contrary to the interpretation of the irrigation districts that the § 374 exemptions are
- somehow guaranteed to be exhausted.

We believe that the Legislature provided the § 374 CTC exemptions as a vehicle |

to provide the opportunity, but not a guarantee, for irrigation districts to compete. This |

is similar to the CTC ¢ollection provisions of AB 1890 which similarly provides utilities
an opporlunity but not a guarantee to collect CTCs.

Importantly, however, AB 1890 gives the Commission no mandate to foster
distribution bypass in general or “nascent” distribution bypass. This Commission is
under no obligation to subsidize or protect ventures into electric distribution by
prevenling utility compelition. The evidence clearly demonstrates that near-term harm
will be suffered by PG&E and its ratepayers caused by reduced CTC collections
resulting from cherry-picking of existing PG&E customers by competitors. However,
we will limit PG&E’s use of these competitive rates to address competition without
exemptions under § 374.

As PG&E has made clear, Schedules E-TD and E-TDI as originally proposed
were not designed to compete just against irrigation districts with CTC exemptions
under § 374. In fact, much of the competitive activity may occur from non-rrigation
districts such as over-the-fence cogeneration, service by other T&D providers (e.g., the

Pittsburgh Power Company), and irrigation districts not using § 374 CTC exemptions
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(c.g., the Crossroads Irrigation District, which has no § 374 exemplions, or irrigation
districts with such exemptions who are, for whatever reason, not using a valid
exemption for a particular offer.)

Therefore, to assure that the tariffs promote fair competition, the rates should not
apply where the competitive offer is made by an irrigation district using a valid CTC
exemption under § 374. Not only does this limitation best carry out the Legislature’s
intent to allow the irrigation districts to maximize their use of such exemptions during
the transition period, but it also prevents the potential “exemption chasing” problem
identified by Merced. By adopling this and other limitations discussed below, we

ensure that, regardless of the amount of “headroom” PG&E ultimately may have for

collection of its transition costs, ratepayers will either benefit from these rates or at

worse be indifferent.

Also, we require that PG&E’s discount aulhbrily under Schedules E-TD and
E-TDI should not extend to discounting the customer’s mandatory and non-bypassable
obligation to pay transition costs pursuant to AB 1890. As with the exemptions under
§ 374, the customer’s obligation to pay such costs is an essential part of this landmark
legislation. The Legislature carefully considered and ¢rafted the exemptions from this
obligation in the statute itself only last year. We need not decide whether we have the
authority to permit PG&E to discount this obligation for a transmission or distribution
customer, and explicitly do not resolve that issue here, because we see no compelling
present need to alter the delicate balance of AB 1890 in that regard.

Another change recommended by the Settting Parties is to change the eligibility
requirement of Schedules E-TD and E-TDI to address a concer of both the AECA and
Farm Bureau. In its application, PG&E proposed to limit eligibility to customers with
200 kW of demand and larger. The Settling Parties proposed reducing the demand
requirement to 20 kKW and larger to ensure that agricultural pumping and other
customers with demands under 200 kW, who may receive such offers, are also eligible
to have a choice of Schedules E-TD and E-TDJ, if they are otherwise qualified. The
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20 kW level was used in AB 1890 as the cutoff for defining the small commercial class.
We will adopt this recommendation since it will benefit PG&E’s remaining customers
by preventing uneconomic bypass.

With these measures in place, we are persuaded that Schedules E-TD and E-TDI
are a necessary and appropriate measure which will help prevent uneconomic bypass of
PG&E's transmission and distribution system without disturbing the compelitive
balance struck by AB 1890.

We now address Laguna’s argument that it will not be able to compete with
PG&E'’s discounted prices because it does not have an operational T&D system. We

believe that Laguna appears to misunderstand a fundamental aspect of PG&E's

Schedules E-TD and E-TDI proposals — the fact that PG&E cannot use these schedules to

price below the customer’s competitive alternative. There is no basis for Laguna’s
assertion that “The rate restructuring PG&E is proposing would undercut the rate that
Laguna will have to charge” and that PG&E’s proposals will be “undercutting the rates
to be offered by new competitors ...”. PG&E’s proposed tariffs clearly prohibit pricing
below a competing price. Thus, PG&E’s T&D competitors will, without exception,
ahways be compelitive with PG&E’s flexible prices under these new tariffs. Conclusions .
based upon the erroneous assumption that PG&E could automatically change the “floor
rate” are without merit. However, since Laguna has been allocated sonte CTC
exemptions under § 374, PG&E will not be allowed to use Schedule E-TD or E-TDl in
response to offers by Laguna properly using such exemptions.

Also, we find no basis for Laguna’s assertion that “PG&E will no longer be
compelled to serve all power users requesting service in their area.” This statement is
in error -- nothing in AB 1890 relieves existing utilities of their obligation to serve all
customers in their service territory under their respective tariffs. This illustrates one of
the key issues to be addressed by the Commission in this proceeding: Should irrigation

districts and other T&D competitors, which do not have an obligation to serve all

customers, receive special proteclion from fair price competition so that they can have
the ability to build duplicative T&D systems to select PG&E customers to the detriment

of all remaining ratepayers? We conclude that, other than the megawatts of exemptions
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granted to certain irrigation districts under § 374, AB 1890 does not mandate us to grant
such special protections.

We believe that the “protection” of “electricity customers” called for in § 1(a) of
AB 1890 was not intended to “protect” T&D competitors without § 374 exemptions
against competition. Nothing in the plain language of AB 1890 states that the
Legislature intended to encourage the construction of duplicate T&D facilities. While
AB 1890 clearly sought to establish and encourage a new market for the generation of
electricity, no such encouragement was intended for T&D, which by contrast was to
remain a regulated -- not a competitive -- domain. (See, PU Code §§ 330 (e), (f), ()(2),
(r), and (t); sev also D.97-05-040, mimeo. p. 79, Finding of Fact No. 17, which states, “The

Commission’s electric industry restructuring initiative is based on the creation of a
8

competitive marketplace for electric energy and its derivative products and services.”)
Further, we believe that the § 330(1)(3) reduction in “market power” isonly a call

for divestiture of generation assets to facititate generation com petition, and not for the

construction of duplicate T&D lines. As ORA notes, “in thedry greater efficiency [in

T&D services] may result from one provider,” ORA’s su ggestion being that T&D lines
may more appropriately be viewed as natural monopoly facilities, most efficient under
economies of scale. Also, it is not environmentally de_sirable to build duplicative T&D
facilities alongside those already in place, a factor completely outside AB 1890’s intent
to foster enhanced generation markets. Section 330(f) echoes these environmental
concemns.”

If we sanction restraints on PG&E's ability to compete and if a customer is
allowed to uneconomically bypass to an alternate T&D service provider, all of PG&E’s
remaining ratepayers would be worse off than if Schedules E-TD and E-TDI wete

adopted and judiciously utilized. Ifa customer has one more choice, as represented by

" Section 330(f) states: “The delivery of elecricity over transmission and distribution systems
is currently regulated, and will continue to be regulated to ensure system safety, reliability,
environmental protection, and fair access for all market participants.”
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Schedules E-TD or E-TDI, this heightens competition rather than diminishes it. We
conclude that Schedules E-TD and E-TDI have the necessary safeguards to prevent
predatory pricing and should be adopted, but their use should be limited to addressing
T&D competition where no valid § 374 exemption is being used.
To address Enron’s concems, for Schedules AG-7,E-36, .E-37, E-TD, E-TD], and
AG-8, whether a new customer taking direct access service, or an existing PG&E
customer choosing to take direct access service, the bill shall present Power Exchange
charges (including but not limited to charges for commodity and ancillary services),
public purpose program charges, transmission and distribution charges, CTCs, and
'charges for competitive or unbundled services (including but not limited to bilting,
metering and credits) to the extent that the calculation and presentation of this
information is approved by the Commission in the Cost Separation proceeding decision
(D.97-08-056) and PG&E’s Interim CTC decision (D.96-11-041). This requirement willbe
-effective immediately.
8. Schedule AG-8
Schedule AG-8 is intended to provide PG&E with pricing flexibility to compete
to retain agriculiural water pumping customers who are contemplaling wneconomic
bypass of PG&E's system by switching to natural gas or diesel fueled engines.
According to PG&E, this new schedule is needed to allow it to keep pace witha fapidly
changing and diverse marketplace that has adapted so as to render PG&E’s
experimental DAP and GAP rate schedules uncompetitive. PG&E proposes to limit this
option to accounts with electric-driven pumps that are 50 horsepower or above and
which operate a minimum of 1,000 hours per year. Customers must also have at least
100 horsepower of pumping load total per contract. These characteristics represent the
point atwhich engine installations become economically viable.
To qualify for the rate, the customer must provide PG&E with information on the
terms of its alternative service (fuel prices, engine purchase or lease cost, gas line

extension costs, take-or-pay requirements, etc.). PG&E will then evaluate the feasibility

and thus legitimacy of the alternative in termis of meeting all technical, financial,
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environmental and legal requirements and decide whether to proceed with a
discounted rate offer. As with PG&E’s other competitive rate options, the customer
would be required to sign an affidavit staling that the AG-8 rate is the deciding factor in
the customer’s decision to remain on the PG&E system.

PG&E’s competitive rate offer will be determined on a case-by-case basis using
the same agricultural bypass model in each instan¢e. This model evaluates the
economics of each particular customer’s technology choice, including all relevant costs
and risks faced by that customer. The model calculates an equivalent average price per

kWh that matches the custonier’s compelitive alternative, plus a 5% premium to

account for customers’ perceived preference for electricity. By using this model to
calculate its discounted rate offers, PG&E will; have the flexibility to evaluate a wide

range of possible deals presented to agricultural customers, and account for all relevant
¢osts énd risk _fac.tOrs facing the customer. This will ensure that the maximum
contribution to margin is received for the benefit of both ratepayers and shareholders.
As with its other c0mpelvilive rates, PG&E’s rate offer will never fall below a floor equal
to the customer-specific marginal cost plus 20%. Schedule AG-8 customers, too, may

terminate their agreements at any time without penalty.

Position of PG&E .
PG&E contends that its proposed Schedule AG-8 is needed to address real,

significant, and widespread uneconomic bypass by agricultural pumping customers.
According to PG&E, there is significant evidence that the pace and level of uneconomic
bypass by its agricultural customers to use diesel or natural gas engines for water
pumping has recently increased. PG&E eslimates that several hundred such electric
accounts have bypassed in'each of the past several years.

PG&E states that although total recent bypass to date is very difficult to
ascertain, it represents at least 10 MW and possibly as miuch as 22 MW, the latter
estimate coming from a news article from SoCalGas itself, one of PG&E’s main
competitors for this load. Further, PG&E states that SoCalGas is cited in yet another

news article making a future projection that “this year we expect to put in more than




A.914-12-005 ALJ/BDP/sid **

30,000 horsepower in natural gas engines ...” (which would represent about another 22
MW of bypass in 1997). According to PG&E, SoCalGas'’ ability to meet this “goal” is
enhanced by their ability to “cherry pick” the most desirable agricultural loads because

it has no obligation to serve other less-desirable loads. PG&E estimates that if this type

of agricultural bypass continues, $64 million of revenue and $24 miltion of CTC are in

jeopardy.

According to PG&E, since their adoption in 1995, PG&L’s existing DAP and GAP
rate options have proven largely ineffective because they cannot be tailored to address
the dynamic agricultural marketplace. Only about 150 customer accounts are currently
billed under the DAP arid GAP tariffs, out of a total eligible population of
approximately 5,000 customer accounts. PG&E contends that participation is low and
bypass continues largely because the DAP and GAP discounts do not compare
favorably to the discounts achievable with recent, creative engine alternatives.

PG&E states that the DAP and GAP discounts ¢annot now compele because they
are based on a static and outdated model of alternative costs that assumes, among other
things, the customer obtains conventional financing to purchase new engines outright.
While this assumption was reasonable two years ago, today, engine suppliers have
developed creative offerings combining equipment and financing with offers from fuel
suppliers like SoCalGas to provide very competitive alternatives to PG&E service.
According to PG&E, these dynamics, combined with PG&E’s infrequent opportunity to
update the DAP and GAP model and the resulting discount, clearly support the
conclusion that DAP and GAP cannot keep pace with current alternative offerings.

PG&E asserts that Schedule AG-8 will help prevent uneconomic bypass,
contributing to lower rates for all ratepayers, consistent with Commission precedent.
By retaining customers who would othenwise uneconomically bypass, Schedule AG-8
would retain revenue available to amortize transition costs, benefiting all ratepayers.
PG&E points out that the Commission’s policy on uneconomic bypass states that “the
utility should be allowed to retain the load in the event that it can reduce its prices to
meet the competition without reducing its prices below marginal cost.” (D.92-11-052, 46
CPUC2d 446 (1992).) In approving DAP and GAP in the 1995 Rate Design Window
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proceeding, the Commission stated, “This policy makes sense because it recognizes that
the utility should be allowed to compete to retain customers where the infrastructure is
already in place to serve a customer.” (D.95-04-077, mimeo, p. 20.) Further, PG&E
points out that the Commission has determined that “uneconomic bypass occurs
whenever the customer’s cost of the alternative source of energy exceeds the utility’s
marginal cost of service, but is below the utility’s otherwise applicable tariff, and the
customer intends to take advantage of that alternative energy source.” (Id.) The
- marginal cost floor on Schedule AG-8 ensures that the rate is offered only i in cases-
where the alternative price exceeds 120% of the utility’s marginal cost of service,
thereby ensuring that AG-8 is only offered to prevent uneconomic bypass.

PG&E argues that its Schedule AG-8 proposal should be adopted to allow PG&E

to compete with new cases of engine bypass, because it is better tailored than DAP and

GAP to limit uneconomic bypass. PG&E has designed the proposed AG-8 tariff to
provide it with the pricing flexibility necessary to come closer to meeting its
competition’s current and future offerings. However, by design, the AG-8 price will
never actually be able to meet the competitor’s offer because PG&E’s modeling
calculations include a 5% premium to make its prices slightly higher than those of its
competitors. This is necessary to recognize customers’ general preference for electric
service over internal combustion engines (the same premium concept was used in the
development of the previous DAP and GAP tariffs). In addition, Schedule AG-8
contains a floor price of 120% of the site-specific marginal cost to ensure that the full
marginal costs are collected. According to PG&E, this feature, although necessary, may
in some cases limit ability of Schedule AG-8 to fully meet the competitive price.

PG&E states that in its Schedule AG-8 proposal, it has eliminated the pre-set
alternative modeling approach used in DAP and GAP which was based on PG&E’s own
default assumptions that generally do not reflect the market. Instead, Schedule AG-8
will use a model that makes calculations based on inputs regarding the customer’s
actual competitive alternative. PG&E believes that only this tailored approach will
allow it to keep up with the creative, competitive packages being offered in this

dynamic market.
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Position of SoCalGas
In principle, SoCalGas supports the ideas of pricing flexibility and optional rates

in the marketplace to thwart uneconomic bypass. However, SoCalGas submits that
simply creating a rate that prevents bypass, without regard to the consequences, is not
enough; such attempts must offer real rate discounts, must be fair and must not
inappropriately inhibit or discourage competition. SoCalGas further submits that
unless PG&E’s shareholders are themselves responsible for shortfalls in revenue
occasioned by the operation of PG&E’s flexible pricing options, then PG&E’s ratepayers
must not be put at risk when the utility attempts to retain or build load.

Further, SoCalGas contends that PG&E will unfairly inhibit competition through
its method of establishing ratepayer eligibility for discounts by requiring a customer to

provide a formal rate quotation from a competing energy provider. According to

SoCalGas, this requirement causes the competitor to indirectl)? divulge to PG&E

~ proprietary trade secret information othenwise unobtainable by PG&E. SoCalGas
believes that this method of obtaining proprietary information from customers, if
approved by the Commission, will act as a definite deterrent to the development of any
meaningful competition to PG&E'’s provision of service. SoCalGas argues that if
competitors do not offer their products (because of PG&E’s requirement for proprietary
information), then PG&E's ratepayers will be deprived of the opportunity for any
meaningful choice of energy providers. SoCalGas believes that this is the prima ry
object of PG&E's proposals, rather than mere load retention.

Also, SoCalGas argues that PG&E’s proposed method of determining floor prices
at the customer’s distribution planning area (DPA) specific level is mathematically
incorrect and will likely result in an understatement of actual marginal costs.
According to SoCalGas, PG&E’s method has a “downward bias” since it results in
estimates below the Commission adopted system average for some DPA but never in
estimates above the system average. SoCalGas’ argument is based on hypothetical
offers for customers located in PG&E’s Jackson and Taft DPAs, respectively.

According to SoCalGas, PG&E has a great in¢entive and opportunity to

understate its marginal costs —not, as PG&E suggests to legitimately meet a "bypass”
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threat—bu, in realily, to thwart customer choice and smother competition. SoCalGas
contends that once ratepayers opt to take PG&E's service at the “iltusory or
contingency” discount rate, PG&E has, at that point, defeated its competition and also
effectively denied its ratepayers a true choice. SoCalGas believes that if the proposed
tariff is allowed to operate as PG&E wants, ratepayers who may think they will be able
to choose between an alternate energy competitor and PG&E will find that there are no
such providers and any benefits from this anticipated competition will never be
realized. According to SoCalGas, there will simply be no competition to leverage to
gain the “benefits” of PG&E’s tariff.

Further, SoCalGas argues that the proposed agricultural pumping “anti-bypass”
rate frustrates the clear intent of the Legislature to permit bypass of the CTC obligation
“in the course of societally efficient fuel switching activities.” According to SoCalGas,:

AB 1890 endorses efficiency unreservedly, but supports only a fair opportunity of full

CTC recovery and specifies multiple exceptions to its provenance, including one

provision that explicitly exempts fuel-switching activities. Thus, SoCalGas contends
that it appears to be the clear intent of AB 1890 to favor efficiency, including that
achieved through fuel switching, over CTC recovery in cases where the two goals
conflict. Therefore, SoCalGas believes it to be a deviation from the intent of AB 1890 for
PG&E to offer Schedule AG-8 if it results in an inefficient outcome with respect to, for
example, fuel switching opportunities within the state.

SoCalGas submits that efficient fue) switching arises when marginal costs of
service of the competing fuel are cheaper. SoCalGas contends that in this instance, the
AG-8 rate is not guaranteed, or even calculated to provide an accurate marginal cost
signal to PG&E’s ratepayers and is therefore defective and in conflict with the intent
and language of AB 1890. _

In summary, SoCalGas recommends that the Commission reject PG&E’s
Schedule AG-8. SoCalGas suggest the Commission address PG&E's legitimate bypass
needs by: (1) placing PG&E's shareholders at risk for any revenue shorifall produced
by the operation of PG&E’s flexible pricing options; or (2) maintaining the existing DAP
and GAP rate schedules for all customers; or (3) mainlaining the existing DAP and GAP
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rate schedules, but allowing PG&E to “flex” its rates between the existing 6% and 21%

discounts currently allowed for all eligible customers under GAP and DAP.

Position of AECA
AECA enthusiastically endorses PG&E’s proposed Schedule AG-8 since it would

allow PG&E to compete in the marketplace against suppliers of natural gas-fired
engines or diesel powered engines.-

AECA agrees with the testimony of Terry Scott, PG&E’s business customer
service director that: competition for the agricultural pumping load has become
intense; SoCalGas, one of the primary competlitors in this market is actively marketing
to get PG&E’s agricultural customers to switch to natural gas; there are other major
participants in this robust market, including Cummins Engine, Detroit Diesel, Enron,
Chevron, and various brokers. AECA notes that Scott’s observations are verified by

AECA witness Jeff Fabbri, who has switched the majority of his own wells lo internal

combustion engines and advised others to do the same.
AECA disputes SoCalGas’ claim that PG&E’s proposal is flawed because the

proposed method of determining floor prices at the distribution planning area level is
mathematically incorrect and will likely result in an understatement of actual marginal
costs. AECA points out that PG&E's rebuttal testimony demonstrates why SoCalGas’
criticism is without merit and how PG&E’s proposal is, in fac, very similar to the
special electric contracts program authorized in D.91-11-016 for electric utilities and the
Expedited Application Decision (EAD) process authorized for the gas ulilities in
D.94-11-052. Further, AECA points out that SoCalGas has entered into special EAD
contracts on numerous occasions, claiming that marginal costs based on custonter or
location specific determinants for purpose of setting marginal costs floors was
appropriate. On at least one occasion involving a SoCalGas EAD contract, the
Commission approved a specifi¢ gas transportation agreement which “zeroed-out” an
incremental distribution cost component in setting the contract floor (D.94-04-080).
Thus, AECA contends that SoCalGas’ complaints are contrary to the very arguments
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that it has previously made to the Commission and which the Commission has
approved, when SoCalGas was trying to compete to prevent system bypass.

Also, AECA disputes SoCalGas’ argument that Schedule AG-8 frustrates the
intent of the Legislature to permit bypass of the CTC in the course of éocietally efficient
fuel switching activities. AECA argues that first, as noted above, § 378 allows PG&E to
provide new sefvite options that accurately reflect the loads, locations,iconditions of
service, cost of service and market opportunities of customer classes and subclasses.

‘Second, AECA c¢ontends that unlike the lmgatlon d:stnct exemphon, there is -
nothmg ¢omparable to Water Code § 22115 for natural gas or diesel fired combuistion
engines. ’_[hlrd, AECA contends that, in a mature, robust market such as the market for

agricultural water pumping, the competition between electri¢ supplies and natural gas
and diesel suppliers, including the suppllers of internal combustion engines is mtense, :
therefore, PG&E should not be restramed According to AECA, this markel is not in
transition, protection for eleciric consumers is not required, and the parties sh()uid be

allowed to compete.

Discussion -

We do not find persuasive SoCalGas’ argument that PG&E's proposal requires
customers to divulge competitor’s proprietary trade secret information. As PG&E
points out, customers routinely share such information as they bargain for a better offer.

Also, we do not find persuasive SoCalGas’ argument that if PG&E’s proposal is
adopted, PG&E's ratepayers will be deprived of the opportunity for any nieaningful
choice of energy providers. As AECA points out, the competition from major
participants, including SeCalGas and various engine manufacturers, is robust. The
record confirms that the ratepayers have meaningful choices, and we believe that the
availability of such choices will continue notwithstanding Schedule AG-8.

We reject SoCalGas’ argument that the DAP and GAP schedules previously
authorized have proven to be effective. The record confirms that these schedules are
based on assumptions that are outdated because of the service options offered by

competitors and PG&E has been unable to compete.
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We conclude that PG&E should be given the opportunitly to compete in this
market against alternate energy and equipment suppliers. The competition in this
market is robust, mature and innovative. Itis the type of competition that the
Commission has sought to foster. Accordingly, we shall adopt proposed Schedule
AG-8.

We next address PG&E’s request that its DAP and GAP schedules be closed to
new customers, since these schedules are no tonger competitive. The record in this
proceeding supports a finding that Schedules DAP and GAP are ineffective, and
proposed Schedule AG-8 better addresses the needs of the custonter in a potential
uneconomic bypass situation. Also, replacement Schedule AG-8 will, in effect, provide
substantially equivalent rates and conditions of service. Therefore PG&E's request to

close Schedules DAP and GAP to new customers, should be adopted.

9. Ratemaking Treatment
PG&E proposes that the reventies from the sales made to customers on its

proposed Schedules E-TD, E-TD], and AG-8 be treated in the same way as revenues
received from sales at full tariff rates. Under PG&FE'’s proposal, the revenues received
from rates would be allocated first to the transmission, distribution, public benefit

programs, and nuclear decommissioning accounts, based on their respeclive revenue

requirements. Revenue would then be allocated to pay for Power Exchange (PX) and

Qualifying Facilities (QF) power, Independent System Operator (ISO) services, and to
compensate PG&E for output from Diablo Canyon. Finally, any remaining revenue will
be credited to the CTC revenue account.

PG&E argues that since, absent the competilive rates, these sales would not have
occurred at all (due to the customers uneconomically bypassing PG&E’s system), the
cffect of PG&E’s proposed revenue treatment is to increase CTC collections compared
to what they othenwise would have been had these customers bypassed. The basis for
PG&I's argument is that its Schedule E-TD, E-TDI, and AG-8 proposals result in greater

revenue available to amortize transition costs than if PG&E remained unable to make
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timely discounts to customers with competitive offers who would otherwise
uneconomically bypass PG&E’s T&D system.

According to PG&E, a fundamental feature of the new, post-AB 1890 regulatory
cnvironment is that both sharcholders and ratepayers are currently at risk for the loss of
revenute if customers bypass PG&E’s T&D system. Assuming a scenario where PG&E’s
frozen rates provide sufficient “headroom” to fully recover transition costs by
December 31, 2001, any forgone transition costs due to customer bypass will be paid by
remaining ratepayers, through an extension of the rate freeze period, and a delay in the
date on which rates would be lowered.” Should this scenario come to pass, ratepayers
would be poorly served if PG&E were not allowed to compete in a timely manner to
retain customers. On the other hand, if PG&E s unable to fully recover transition costs

by March 31, 2002, its sharcholders would be at risk for the forgone transition costs due

to the uneconomic bypass.”
PG&E points out that the Commission, in Edison’s Flexible Pricing Options case,

has recognized that full tariff revenue is not an achievable outcome in compelitive

situations, stating (in discussing Edison’s business retention rate) that:

“... the minimum discount required to keep a customer from
leaving the state generates no revenue shortfall in that obtaining
the tariff based rate from that custonier wvas not a realistic
possibility. The discount would not have been offered were it not
the case that the customer would otherwise leave.” (D. 96-08-025,
mimeo. p. 64, emphasis added.)

" For convenience and to be concise, PG&E makes references to the rate freeze period ending
on December 31, 2001. In fact, depending upon the pace of transition cost amortization, the rate
freeze could be extended through March 31, 2002 to collect certain costs. (PU Code §§ 367(a)

and 365(a).)

" If full tariff revenue were achievable, PG&E would then have little incentive to discount.
Given the risk facing PG&E of having insufficient “headroom” inits frozen rates to fully
recover transitions costs, it would obviously prefer the higher revenue associated with full tariff

rates.
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PG&E notes that in fact, as set forth in the tariffs and agreement forms for
Schedules E-TD, E-TDI, and AG-8, PG&E will make a competitive offer at less than full
tariff revenue only to those customers with a viable and documented offer from an
alternative service provider. Thus, it is not the act of discounting that results in lower
revenue being collected, but rather the presence of competitors offering prices lower
than PG&E's tariffed rates. Discounting represents a means to reduce the amount of
revenue and CTC loss that would othenwise occur due to uneconomic T&D bypass.

Further, PG&E points out that its proposals will increase revenues available to

amortize transition costs even in situations where the customer would not be exempt

from CTCs if it bypassed. PG&E's ability to offer competitive rates will also increase
revenues available to amortize transition costs in situations where the courted
customers would not be exempt, and would be obligated to pay PG&E a CTC upon
departure.” In instances where the customer would be responsible for paying a CTC if
it bypassed, PG&E will take that into ac¢ount in caIculating its matching offer, and thus
inno case will be discounting CTCs. In addition, such custorers contemplating
uneconomic bypass can be viewed as being on the margin since, absent PG&E’s
matching offer, they would depart and revenue would decrease. Consequently, any net
contribution to margin received from these customers (i.c., revenue above ma rginal
cost) in excess of their CTC obligation will also effectively go into the CTC account
(since it is the last one to which revenues are booked) under PG&E’s proposed revenue
accounling methodology. (A. 96-08-070, October 21, 1996, pp- 216-217.)

Further, PG&E argues that PG&E's proposals will help reduce future T&D rates.
In addition to the benefits of increased CTC collections, the ability to discount rates and

retain load that would have uneconomically bypassed PG&E’s T&D system will benefit

" One way this situation will occur is if the compelitor does not possess § 374(a) exemptions
(e.g., it is not an irrigation district, it is an irrigation district formed too late to be cligible for
exemptions, or it is an irrigation district that either did not apply to the CEC for exemptions or
whose application was unsuccessful). Another way it can occur is if an frrigation district that
possesses exemplions uses them all up, but still continues to make offers to PG&E customers.
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all ratepayers after the transition period is over. PG&E points out that no party has
disputed the fact that it is in ratepayers’ long-run interest to maximize the sales over
which the initially adopted distribution revenue requirement is averaged to produce
the lowest possible distribution rate. PG&E submits that its proposed competitive

options will do just that.

Discussion
The passage of AB1890 and the corresponding unbundling of utility bills has

altered the relative risk faced by PG&E when confronted by threatened bypass. As
already noted, under Schedules E-TD and E-TDI, PG&E is primarily at risk only for the

lost distribution and public benefit programs charge component of its rates if a

customer lacking an irrigation district CTC exemption leaves PG&E to take service from

a compeling T&D provider. The effect of this action upon PG&E’s ¢ollection of CTC is
primarily dependent upon the ratemaking treatment that the Commission ad0pts for
PG&E’s distribution revenue requirenent.

Under current regulation, PG&E has the equivalent of ERAM protection for its
distribution revenues. If a customer leaves PG&E’s distribution system, all other
customers ntust pick up the resulting undercollection in the distribution revenue
requirement and the average distribution component of rates will be higher for ah
remaining customers. Since the overall level of rates are capped under the rate freeze,
the higher distribution rate will result in less “headroom” for CTC collection.

The above outcome only holds true, however, if a ulility has the equivalent of
ERAM protection for its distribution revenue requirement. If a utility does not have
this protection, then it is the utility, not its ratepayers, who would bear all of the
distribution revenue shortfall. Under this circumstance there would be no effect on
cither the liming or the amount of CTC collection. The departing customer would
continue to pay CTC charges, and the level of distribution rates for all remaining
customers would not be affected by customers leaving the system. In this case,
contrary to PG&E'’s assertions, there would not be a symmelrical treatment of risks and

rewards belween ratepayers and sharcholders.
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Currently, PG&E has the equivalent of ERAM protection for its distribution

revenue requirement.. The need for continued ERAM protection for a utility’s
distribution revenue requirement is under active review by the Commission as noted
in our Roadmap 11 (D.96-12-088, p. 28) and Cost Recovery Plan (D.96-12-077, p. 18-20)
decisions. This issue is also scheduled to be addressed in the near future in our
Streamlining proceeding (R.94-04-031).

We have already eliminated ERAM protection for Edison’s transmission and
distribution revenue requirement in D.96-09-092. This is an important consideration,
since PG&E repeatedly references Edison’s Flexible Pricing Options as a justification for
its own proposals.

To conform to D.97—080056, PG&E is allowed to discount only the distribution
- component of its bill for customers taking service on Schedules E-TD, E-TDI, and AG-8.
As long as ERAM or its équivalent remains in effect for PG&E’s distribution revenue
requirement, PG&E would be able to reallocate this revenue shortfall to all other
customers through the distribution component of PG&E’s bill. Should the Commission
in the future eliminate ERAM or its equivalent for PG&E's distribution revenue
requirement, then it will be PG&E that will have to bear the risk for any contracts that it
enters into.

PG&E's Schedule AG-8 is designed to address a different form of bypass than
Schedules E-TD and E-TDI. Schedule AG-8 is designed to retain customers who
othenwise would not only leave PG&E’s system but also avoid any payment of CTC
because they are fuel switching.

In the post-AB 1890 regulatory environment, this type of uneconomic¢ bypass
results in lost revenue, lost contribution to margin, and lower revenues available to
amorlize transition costs. Depending upon the date by which transition costs would
otherwise be amortized, uneconomic bypass of this sort can harm PG&E's ratepayers,
sharcholders, or both. By permitting PG&E to compete to retain this type of customer,
the Commission can increase CTC revenues above what they otherwise would be, and

increase the probability that the freeze will end prior to December 31, 2001.
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In the event that all transition costs are amortized prior to the end of the
transition period (December 31, 2001), then ratepayers gain from an earlier rate

decrease than would otherwise have occurred. But even in the event that amortization

is not completed by then, ratepayers are no worse off, since their rates will still decrease

on January 1, 2002,

Schedule AG-8 will similarly result in additional CTC collections that will benefit
all customers. Although not classified as an “exemption,” agricultural customers
switching to natural gas- or diesel-fueled engines for their water pumping would also
not be obligated to pay a CTC,” and the forgone CTCs due to this type of bypass would
thus not be tracked. Consequently, ¢ustomers retained by Schedule AG-8 will
contribute additional CTC for the benefit of all customers.

The Commission’s decision in the last PG&E Rate Design Windosw proceeding
placed PG&E'’s shareholders at risk for a portion of any discounts, including
cogen_eratidn deferral contracts, until electric restructuring was in place. This decision
was followed two months later by the Commission’s electric restructuring decision,
D.95-12-063 which stated: |

“In keeping with our policies in D.95-10-033, revenue shortfalls resulting

from new rate discounts offered to avoid customer bypass, attract new

business, or retain existing businesses should be shared between

ratepayers and shareholders during the transition to a restructured
industry.

“We will apply these cost-sharing policies to all rate discount cases that
come before us during the transition period, including those currently
pending. Once restructuring is in place, utilities will not be able to pass
the cost of discounts to ratepayers; instead, shareholders should fund any
discounts offered to customers.” :

" See PU Code § 371(b) which defines fuel switching as a “normal business fluctuation” and
thus not tiable for CTCs.
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Therefore, we will require PG&E to assume 25% of any discounts offered under
Schedules E-TD, E-TDI, and AG-8 at this time pending completion of the Commission’s
broader review of ERAM protection and discounting policies in general. PG&E may
apply for memorandum account treatment of its portion of discounted revenues to
track PG&E'’s foregone revenues. If in the future, we decide that PG&E should be
allowed to reallocated all, or less than 25% of its discounted costs to other tatepayers,
PG&E may seck a refund of the difference in revenues booked to its memorandum
account. If we decide at a future time that PG&E should be at risk for greater than 25%
of any discounting, this policy would only apply on a prospective basis. Pulting PG&E
at risk for a portion of any discounts that it offers also minimizes the need for
reasonableness reviews, an important consideration.

PG&E’s proposed ratemaking treatment also must be modified to conform to the
D.97-08-056. This means that for Schedules E-TD, E-TDJ, and AG-8 PG&E cannot use its
proposed hierarchy of crediting revenues under these ¢ontracts first to transmission
and distribution, and then precéding through public benefit program charges, energy
prices (which PG&E further breaks down into Power Exchange, QF, and Diablo
Canyon components), and the residual is credited toward CTC. Consistent with
PG&E's proposed calculation of its marginal cost floor, we will require PG&E to
discount the distribution component of its bill first, and to not discount either CTC or

public benefit program charges for Schedules E-TD, E-TDI, and AG-8.

10. Marginal Cost Based Price Floor
Traditionally, the Commission has required utilities offering competitive pricing

options to ensure that their prices do not drop below customer-specific marginal cost-
based floors. This requirement is designed to ensure that utilities cannot behave in a
predatory fashion by discounting below marginal costs to prevent what would be
econoniic bypass from occutring. (D.95-10-033, mimeo. p. 40.) Consistent with this
requirement, PG&E has proposed a self-adjusting price floor to ensure that rates are

never discounted below the customer-specific marginal cost of service, so that only

uneconomic bypass is deterred and positive contribution to margin always results.
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PG&E argues that estimating marginal costs based upon the system-wide unit
marginal costs adopted in D. 97-03-017, PG&E’s Phase 2 1996 general rate case decision,
will not yield accurate avoided cost estimates. This is because actual marginal costs can
vary from location to location.

According to PG&E, in many situations, when selected customers
uneconomically bypass, the ¢ost that would actually be avoided by PG&E is lower than
what would be calculated by applying the system-wide unit marginal costs adopted in
D. 97-03-017. When an individual customer bypasses, PG&E is likely to have some

T&D assets in place that will be stranded and cannot mohomically be used to serve

other customers. This is especially teue if a tocal planning area already has adequate
capacily to serve anticipated load growth over the relevant planning horizon. In such
an unconstrained area, the freeing up of additional capacity that would result from the
customer bypass would have litile value in allowing PG&E to delay a planned
investment and thus avoid any cost.

PG&E proposes to adjust the system average unit marginal costs adopted in
D. 97-03-017 using a zero/one factor applied to T&D marginal costs to reflect PG&E’s
T&D capacity situation in the area where the customer is located. If a distribution
planning area (DPA) is constrained, PG&E’s methodology would continue to use the
Commission-adopted marginal distribution capacity costs in its floor price calculation,
since bypass by individual customers in this situation would permit PG&E to defer
investments in distribution capacity and thus avoid some marginal distribution capacity
cost. If, however, the DPA is unconstrained, then PG&E would “zero out” (ic.,
multiply by zero) the distribution capacity marginal cost to reflect the fact that no
distribution capacity cost would be avoided if isolated customers were to bypass. A
similar zero/one factor would be used to adjust marginal transmission capacity costs,
depending upon whether or not the customer is located in an area facing transmission
capacity constraints. PG&E proposes to use conservative definitions in evalualing
“ whether or not an area is constrained, defining the area as distribution-constrained if

PG&E forecasted a load-related distribution investment in its 1996 general rate case
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filing and as transmission-constrained if a major transmission investment was
forecasted.

PG&E contends that its proposal to use a zero/one factor, to make a relatively
simple, straightforward adjustment to marginal T&D capacity cost estimates,
appropriately accounts for the fact that T&D distribution capacity costs are not avoided
when isolated bypass occurs in unconstrained areas. PG&E urges the Commission to

adopt its adjustment proposal to “zero out” those marginal cost components (either

marginal transmission capacity cost or marginal distribution capacity cost) which are

not avoided by PG&E should the customer depart. According to PG&E, the result will

be a floor price estimate which more accurately reflects its true marginal cost of service
for that customer than would the use of a single system-wide estimate, which cannot
possibly represent the diversity in location specific costs.™

PG&E asserts that ideally, the marginal costs spécific to the customer’s
individual situation would be used to caleulate the floor price applicable to that
customer’s competitive rate offer. PG&E notes that despite the administrative difficulty
of verifying site-specifi¢ marginal costs, the Commission has recognized this principle
in the past. In D.91-11-016 (41 CPUC2d 614), reviewing the reasonableness of selected
PG&E special electric contracts, the Commission approved a contract floor price for
Chevron which substituted a $0.00292 per XWh adder for the adopted marginal primary
distribution cost, in recognition of the fact that the marginal cost of Chevron’s
transformation facilities were much lower than the system average figure. On the gas
side, in D.92-11-052 (pp. 7, 11), the Commission approved a general policy of
recognizing the appropriateness of using marginal costs based on customer- or location-
specific determinants for the purpose of setting marginal cost floors for negotiated gas
transportalion contracts. And in D.94-04-080 (54 CPUC2d 236), the Commission

* Consistent with footnote 8 of D. 95-10-033, PG&E would continue to use customer-spexific
billing determinants to make this calculation and, in order to ensure a positive contribution to
margin, would continue to add 20% to the total calculated marginal cost after adjusting T&D
marginal capacity costs, where appropriate.
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approved a specific gas transportation agreement belween SoCalGas and J. D. Heiskell
and Company which “zeroed out” an incremental distribution cost component in
setting the contract floor price. Therefore, PG&E submits that such a simple “zeroing
out” adjustment should be adopted here because it better reflects the true marginal
costs to serve individual customers, and results in more accurate assessments of the
floor price for discounting to prevent uneconomic bypass.

PG&E asserts that the use of system average marginal T&D capacity costs would
effectively preclude the ability of Schedule AG-8 to deter uneconomic bypass. In
agricultural engine bypass situations, the use of PG&E’s system average unit marginal

costs adopted in D. 97-03-017 yields price floors which frequently exceed the average

rate paid by the customer. According to PG&E, in these instances, the use of such floors
would effectively stifle PG&E's ability to discount to prevent uneconomic bypass to

diesel- or natural gas-driven engines.

Further, PG&E notes that the Commission has already found in PG&E’s 1995
Rate Design Window proceeding that a “self-correcting price floor” at 20% above the
customer-specific marginal cost-to-serve “precludes predatory pricing.” (D.95-10-033,
mimeo. p. 40.) Since the sane type of self-correcting price floor is proposed here, PG&E
requests that the Commission should again, as in that case, approve its proposal fora

self-correcting marginal cost based price floor.

Discusslon
We agree with PG&E that its Rate Design Window proposals would be of little or

no use if it is required to use its system average marginal cost to calculate its floor
prices. Floor prices based upon system average costs would greatly limit PG&E’s
ability to compete. In the agricultural sector, in particular, the use of system average
unit marginal costs typically yields price floors which exceed the average rates paid by
customers.

The Commiission has recognized that there are problems in applying the
marginal costs adopted in Phase 2 of PG&E’s 1996 general rate case to the agricultural

sector, noting that they would yield a 54% increase in the agricultural equal percent of
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marginal cost (EPMC) target and directed PG&E to “...investigate the causes for this
dramatic increase and to explore in its next general rate case alternative methods of
computing marginal costs and revenue allocation that result in agricultural EPMC
targets more in line with those of agricultural customers served by other California
utilities.” (D.97-03-017, Conclusion of Law 10.)

Therefore, we believe that rather than using PG&E system average “as is,” it

makes sense to calculate the floor price for PG&E’s competitive rates by adjusting the

system average estimates using PG&E's simple zero/one factor. Such adjustment

would be limited to unconstrairied areas where the system average cost clearly
overstates the actual costs that would be avoided by PG&E should selected customers
bypass. Accordingly, we will adopt PG&E’s proposed zeto/one factor for adjusting
system average marginal ¢osts in éalculating floor costs for purposes of implementing
the proposed rate schedules intended to avoid uneconomic bypass of PG&E’s T&D
system.

Findings of Fact
1. The overall intent of the Legislature in enacting AB 1890 supports the adoption
of PG&E’s 1997 Rate Design Window proposals as amended by this decision.

2. PG&E's 1997 Rate Design Window proposals are consistent with the plain
language of § 378; comprise “new optional rate schedules and tariffs” as set forth in
§ 378; and satisfy the § 378 criteria of “loads, locations, conditions of service, cost
service, and market opportunities of customer classes and subclasses.”

3. PG&E's 1997 Rate Design Window proposals are directed at the entire subclass
of customers likely to bypass rather than at individual customers and are not barred
because they involve “contracts.”

4. Schedule AG-7 is designed to meet the need for an agricultural rate schedule that
adjusts to unpredictable fluctuating usage levels and is appropriately based on the
marginal costs underlying current agricultural rate schedules.

5. Schedules E-36 and E-37, optional oil pumping rate proposals, are estimated to

result in about $2 million in net increased revenue, they further State and Federal
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objectives, and will benefit ratepayers and sharcholders by accelerating collection of

transition costs.

6. PG&E’s proposed Schedules E-TD and E-TDJ, as amended by this decision, are
necessary to reduce uneconomic bypass. PG&E will be facing SOAQ revenue shortfall
during the transition period due to uneconomic bypass. If PG&E’s proposed service

arca agreement with the Modesto irrigation district were approved, revenue shortfalls

would still occur.

7. Section 374 establishes CTC exemptions to be allocated and used during the .
transition period by certain irrigation districts, and itis necessary to limit PG&E’s use of
Schedules E-TD and E-TDI during the transition period in order to carry out the
Legislature’s apparent intent that the use of these exemptions be maximized.

8. Evenafter Schedules E-TD and E-TDI are adopted as amended by this decisio'n,
PG&E’s T&D competitors without § 374 exemptions will still be able to compete and
attract new customers. By design, the best PG&E could do under these proposals is
meet the competitive price. In some cases, depending on the relationship between
competitive price and the customer-specifi¢ marginal cost, PG&E will not be able to
meet the competitive price at all and customers will likely depart. Where PG&E can
meet the competitive price, customers will choose their service provider based on other,
non-price attributes, just as they would in any competitive market.

9. Inthe current post-AB 1890 regulatory environment, with a rate freeze and
defined period for utility transition cost collection, the risk of CTC shortfalls caused by
customers uneconomically bypassing PG&E’s system is shared by ratepayers and
sharcholders.

10. PG&E should not utilize Schedules E-TD and E-TDI to offer discounts to
customers who are being served by an irrigation district that is utilizing a § 374
exemplion from CTC to serve that customer.

11. With the enactment of AB 1890, both ratepayer and sharcholders have the
opportunily to benefit if PG&E is allowed flexibility in its tariff schedules.

12. If, as amended by this decision, PG&E’s proposed competitive rate options are

approved some customier load that otherivise would bypass will be retained, and some
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new load will be added to the PG&E system which otherwise would have been served
by others. This will result in additional revenue available to amortize transition costs
which, under PG&E's proposed ratemaking, will benefit either ratepayers or
shareholders, depending upon whether PG&E ends up having sufficient “headroom” to
fully amortize transition costs prior to the end of the transition period.

13. If it turns out that PG&E has sufficient headroom, the increased revenues will
benefit ratepayers by shortening the transition period and moving forvard the date on
which rates will decrease. If it turns out that PG&E does not t6 have sufficient
headroony, then the increased revenues will benefit sharcholders. But even if this latter
outconie occurs, ratepayers will be no worse off since the transition period will still end

at the same time as it would have had PG&E’s competitive rate proposal not been

adopted. ,
14. PG&E's competitive rates, as amended by this decision, will increase revenues

available to amortize transition costs even in situations where the customers -
contemplating uneconomic bypass would be obligated to pay PG&E a CTC upon
departure. PG&E's competitive rate offers will account for customers’ CTC obli gations
should they depart, and PG&E will not discount CTCs to these customers. Any
relained contribution to margin which exceeds the customers’ CTC obligations will,
increase CTC revenues for the benefit of ratepayers and shareholders.

15. As amended by this decision, PG&E’s competitive rate proposals, Schedules
E-TD, E-TDI, and AG-8, will also reduce future T&D rates under a performance-based
ratemaking mechanism, by maximizing the sales over which the initiatly-adopted
distribution revenue requirement is averaged.

16. The passage of AB 1890 substantially alters the ratemaking environment.
Therefore, past decisions regarding ratepayer/shareholder responsibility for
discounting must be reconsidered by the Commission in light of how the new
incentives affect the utilily’s motives to offer competitive rates.

17. In the new post-AB 1890 regulatory environment, PG&E’s proposed ratemaking,
as modified to have PG&E assume 25% of any discount provides an appropriate

incentive for PG&E to apply these conipetitive options in a manner so as to retain as
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much revenue as possible from customers who would otherwise uneconomically
bypass its system.
18. Schedule AG-8is needed to address significant uneconomic bypass by

agricultural customers and will contribute to lower rates for all ratepayers consistent

with Commission precedent.

19. Since adoption in 1995, PG&E's existing DAP and GAP rate options have proven
largely ineffective and do not address the current competition in the agricultural
marketplace.

20. FPollowing issuance of the ALJ's Proposed Decision and oral argument before the
Commission, on July 3, 1997, the Settling Parties filed a joint motion for aaopli()n of the

Settlement Agreement, and a motion for waiver of portions of Rule 51.

Concluslons of Law
1. PG&E's 1997 Rate Design Window proposals, as amended by this decision, are

consistent with the intent of § 378, are designed to avoid predatory pricing, and should

be adopted.
2. Theratemaking treatment proposed by PG&E for its 1997 Rate Design Window

proposals, as amended by this decision, is reasonable and should be adopted.
However, for Schedules E-TD, E-TDI and AG-8, PG&E should not be allowed to
discount the CTC and public benefit program charge. PG&E should be allowed to
discount the distribution component only of the customer bill.

3. The Settlement Agreement is not in the public interest and should not be
adopted.

4. PG&E should not be able to discount the CTC, energy FERC-regulated transition

and public benefit charge obligations of any customer.
ORDER

IT IS ORDERED that:
1. The Joint Motion for adoption of settlement between Pacific Gas and Eleclric

Company (PG&E), Agricultural Energy Consumers Association, Merced Irrigation
District, Modesto Irrigation District, Laguna Irrigation District, Southern California Gas
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Company, California Independent Petroleum Association and California Farm Bureau

Federation, is denied. The Settlement Agreement is not adopted.

2. PG&E’s proposed 1997 Rate Design Window proposals, as amended by this
decision, are adopted.

3. PG&Eis authorized to file amended Schedules AG-7, E-36, E-37, E-TD, E-TD],
and AG-8, as set forth in Appendix B attached to this decision.

4. Schedule AG-7 is authorized only on an experimental basis for up to a maximum
of 5,000 accounts on a first-come basis.

5. PG&E shall not utilize Schedules E-TD and E-TDI to offer discounts to
customers who are being served by an irrigation district that is ulilizing a valid Public
Utilities Code § 374 exemption from CTC to serve that customer.

6. Schedules E-TD and E-TD1 shall be available to customers with over 20 kW
demand that satisfy the conditions of the tariff.

7. In offering a discount to any customer pursuant to Schedules AG-7, E-36, E-37,
E-TD or E-TDI, and AG-8, PG&E shall provide that customer an “unbundled” bill that
shows each of the following components: energy cost, competition transition charge,
(CTC), public purpose program charge, transmission charge and distribution charge, to
the extent that the calculation and presentation of this information is approved by the
Commission in the Cost Separation proceeding decision (D.97-08-056) and PG&E
Interim CTC decision (D.96-11-041).

8. Inimplementing Schedules E-TD, E-TDI, and AG-8, PG&E is only allowed to
discount the distribution component of a customer’s bill. PG&E is not allowed to
discount the energy, CTC, public purpose benefit charge or transmission components of
the bill. Customers on these new schedules are free to choose direct access at any time.

9. PG&E is authorized to close Schedules DAP and GAP to new customers since, at
a minimum, new Schedule AG-8 will provide customers with rates and conditions of
service substantially equivalent to Schedules DAP and GAP.

10. PG&E’s 1997 Rate Design Window proceeding is closed.

11. PG&E shall assume 25% of any discount offered under Schedules E-TD, E-TD1,

and AG-8 on an interim basis untit the Commission reaches a final resolution of this
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issue. 1f the Commission’s final resolution results in PG&E being responsible for less
than 25% of any discounts, PG&E may request to recover the differences in rates.

PG&E may set up a memorandum account to track the amount of discounting,

This order is effective today.
Dated September 3, ‘199'7,' at San Francisco, California.

~P. GREGORY CONLON
President
JESSIE J. KNIGHT, JR.
HENRY M. DUQUE
JOSIAH L. NEEPER
RICHARD A.BILAS
" Commissioners
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APPENDIX A
List of Appearances

Applicant: Gail L. Slocum, Attorney at Law, for Pacific Gas and Electric Company.

Interested Parties: Barbara R. Barkovich, for Barkovich & Yap, Inc.; Wiltiam H. Booth,
Attorney at Law, for California Large Energy Consumers Association (CLECA);Hal
Bopp, for the Department of Conservation; McCracken & Byers, by David |. Byers,
for California City-County Street Light Association (CAL-SLA); Dian M. Grueneich,
Attorney at Law, for California Department of General Services; Graham & James,
by Peter W. Hanschen, Attorney at Law, for Agricultural Energy Consumers
Association; William Julian II, Atorrey at Law, for the California Independent
Petroleum Association (CIPA); Karen Norene Mills, Attorney at Law, for California
Farm Bureau Federation; Theresa Mueller and Robert Finkelstein, Attorneys at Law,
for The Utility Reform Network (TURN); Steven Patrick, Attorney at Law, for
Southem California Gas Company; Flanagan, Mason, Robbins, Gnass & Corman, by
Kenneth M. Robbins, Attomey at Law, for Merced Irrigation District; Reed V,
Schmidt, for Bartle Wells Associates; James Porter Shotwell, Attomey at Law, for
Southem California Edison Company; Steven T. Steffen, Attomey at Latv, for
Modesto Irrigation District; Downey, Brand, Seymour & Rohwer, by Philip A. Stohr
and Dan L. Carroll, Attomeys at Law, for California Industrial Users; Ellison &
Schneider, by Christopher T. Ellison, Attomey at Law, for Merced Irrigation District;
McCormick, Kidman & Behrens, LLP, by Keith E. McCullough, Attorney at Law, for
Laguna Irrigation District; and Wright & Talisman, by Michael B. Day, for Enron.

Office of Ratepayer Advocates: Joseph DeUlloa, Attomey at Law and Sean Casey.

Energy Division: Maryam Ebke, Greg Wilson and Harold Rayburm.

(END OF APPENDIX A)
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PACIFIC GAS AND ELECTRIC COMPANY
1997 ELECTRIC RATE DESIGN WINDOW

" AMENDED TARIFFS AND AGREEMENTS

Schedule E-TD Tariff and Agreement
Scheduled E-TDI Tasiff and Agreement

Schedule AG-8 Tariff and Agreement

Schedule AG-7 Tariff

Schedule E-36 Tariff

Schedule E-37 T anff

Non-Redlined Version
of July 3, 1997 Agreement Revisions
and July 9, 1997 Tariff Revisions
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PG&E’s amended Schedule E-TD Tariff, mcludmg
attached Agreement for ,
Discounted Rates to Avoid Uneconomic Bypass
of PG&E’s Transmission and/or Distribution Facilities

AMENDED

Tariff Amended July 9, 1997
Agréement Amended July 3, 1997




A.94-12-005 ** APPENDIX B Page 3

Originat Cal. P.U.C. Sheet No.

t Pacific Gss and Eectric Company Cancelling Cal. P.U.C. Sheet No.
& San Francisco, California :

—

SCHEOULE E-TDI.- INCREMENTAL SALES RATE FOR AEW CUSTGMERS

APPLICASBILITY: This tariff is availadble to qualified custozers, at PGLE’s discretion. Customers
taking service on Schedule €-101 must sign Standard fora 193-xaxx PGSE’'S Agreement
for lacremental Sales Rate for New Customers (“Agreement®). This rariff is
intended to attract incrézental load that would, without this tariff, not chéose
to be served from PGAE'S T8D systea,

TERRITORY AND This tariff applies everywhere PGAE provides electritity service, Ia addition,

RECIPROCIHTY: Assenbly Bill (A8) 189 has provided for a reciprocity provisicn which allows
PGLE, where it has lost customers to other 18D service providers through the
construction of duplicate 180 facilities, to sell power to that entity's
customers.

ELIGIBILITY: To be eligible to take service under this tariff, a customer nust: {1) have at
least 20 kW demard of elfgible load at its premises; (2) demonstrate to PGAE’S
satisfaction, by providing required documeéntation, its willingness and ability to
receive, 6f continue to receive, service from a ccmieting T80 service provider;
and (3) siga an affidavit stating that the availability 6f this tariff is the
deciding factor in fts decision to be served of PGAEYs transmisston and/or
distribution facilities.

A customer shall not be eligible to take sérvice under this tariff if the 180
service offered to the customer is provided by an irrigatien district which has
promptly coafirmed to PGLE that the customer, upon receliving such service, will be
exempt froa cmietitive transftion charges pursuant to Public Utilities Code
Section 374(a)(1), as allocated by the Californta Energy Comission on April 2,
1997, or Section 374{a)(2). 1The detailed procedure for determining which :
customers are elfgible to receive Schedule E-10 and £4T01 offers where Sectica
374{a) exemplions may apply §s intorporated as Attachzeat 1 to the Agreement.

1f otherwise edigidle, a customer curcently taking direct atcess eadrgy service
from another provider shall aot be denfed this tariff, and a ¢ustomer already
under this tariff may later choose direct access and remaia on this taciff, (f
otherwise eligible, new customers and pew 103d taking direct access service shald
not be dented this tariff.

MATERIAL FACTOR In addition to the re?uired affidavit, a customer may bé required to rovide

JAD ENFORMATION business operation Enformation and TAD construction plans that are relevant to

REQUIREMENTS: establishing its initial rate tevel, or verifying its subsequent rate level, The
customer shall be responsible for demonstrating, to PGAE'S satisfaction, the
credibility of a)) business operatica informatfon relevant to estadlishing or
verifying its rate level as it applles to (13 preaises.

1a cases where PGRE wishes io serve a customer of another TAD service provider
uader the reciprocity provisions of AB 1830, POSE'S evaluatica of the competitor's
at;}lity to serve is unnecessary and PGAE oaly requires that the custoser sign the
affidavit.

In the case of a new customer locating in PGAE'S territory, PGIE shall evatuate
the competitive offer to determine {f the competing service provider has the
technical and financial ability to provide the service, and to ensure that there
are nd eaviroamental or tegal barriers to the transaction, Oaly the defercal of
T80 facElitfes that PGAE anticipates will meet 211 state and federal regulatory
commission standards and codes wild qualify a customer for this tariff.

Information requirenents are outlined in the Agreement. However, if a customer
disagrees with POAE's conclusion regarding the ¢credibility of any fnformaticn
provided by the customer, Lhe customer may contest PAAE’s decision by filing &
complaint with the CPUC.

{Continued)

Advice Letter No. Issued by Date Filed,
Lecision No. Steven L. Kina Etfective

Vice President Resotution No.
25157 Regulation
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Original  Cal. P.U.C. Sheet No.
Pacific Gas and Electric Company Cancelling Cal. P.U.C. Sheet No.
San Francisco, California

SCHENULE E-TD--TRANVSMISSION AMD OISTRISBUTION BYPASS DEFERRAL RATE
{Continued)

An eligible custozer's rates will be discounted from the otherwise applicable
tariff to be competitive with the rates that would be achieved by the customer
connecting to the transamission andfor distribution facilities of a competing T4D
service provider.

In caleulating the Competitive Rate, FPGLE shall include cut-of-pocket competitive
transition and other non-bypassable charges that the customer would be odligated
to and would ftself pay PGAE upon depirture, §f applicable. The calculation of
the Compétitive Rate shall be adjusted as appropriate to reflect any agreésent by
Competitor or any oOther eatity to pay a1l or part of the customer's obligation to
pay the competitive transition orf other adn-bypassable charges owed to PGAE.

The initial rate will be tied to tariffed rates (or ddcumented non-tariff rate
offer, if lower) of the compeling TAD service provider, using the customer's
historical billing usage and demand patterns {adjusted to reflect possible new
164 growth, whére appropriate) to caleulate the minfmum discounts required to
ocet the alternative. Each year, vpon the anniversiry of the {ommencément Date,
the rate discount will te adjusted to account for year-to-year changes in the
competing TAD service provider's rate using an agpropriate fndex of §ts system
average rate. Under the pethodology described above, the custémer's Distounted
Rate canndt and shall not be set below the customer's competitive alternative.

The discouat 2ad annual adjustment are descrited in the Agreement.

For an £-70 customer who chooses to take direct access énergy services froa
another provider, the custémer shall receive, on the dill, PX ¢harges (fnciuding
but fnot limited to charges for ¢comuddity and anciltlary services), public purpose
program ¢harges, transmission and distridution charges, €1C charges, and charges
for ¢ompetitive or unbundled services (Tncluding but not limited to billing,
metering, and credits) to the extent that the calculation and presentation of this
infarmation §3 approved by the Comission in the Cost Separation proceeding.

BILLING To caleulate the discount, the tustomer’s annual usage will be determined using

OETERMINANTS: ° PGAE'S bilEing data from the twelve (12) noaths fmmediately preceding the date the
customer reéquests to be considered for service under this tariff. If such billing
data are not available or if the customer's operation is expected to significantly
change within the next year, PGLE’S estirate of the customer’s upcoming twelve
{12) moaths of usage will be used for purpdses of ¢alcutating the discount.

OISQUALIFICATION: PGSE may, at fts sole discretion, disqualify @ custemer from obtaining this
discount §f (1)} PGAE belfeves that the costs to provide adequate T&D Facilities
makes discounting to a particular customer uretonoaic (that is, the discounted
rate does ndt exceed the marginal ¢osts to serve the customer plus 20 percent); or
{2) a customer severely constrains the existing TLD system §A such a way that the
custooer’s marginal costs fn the futuré are expected to be above the price that
would otherwise result from this tariff.

CONTRACT TERM: The 180 Bypass Agreement established by this tariff has a term of up to S years,
. but in no case shall any such Agreement entered into under this tariff remain in
effect after December 31, 2001,

COMMENCEMENT DATE: The start date of the discount rate period shall commence within six (§) months
from the date of execution of the contract for service and shall be desigaated by
PGLE. The start date shall te po earlier than the date at which, in PGAL'S
Judgment, the customer would have begun taking service from the competing TaD
service provider, The customer will be billed at the tnitial Discounted Rate on
the customer’s first regular scheduled meter read date after the Agreement fs
fully executed.

Advice Letter No. Issued by Date Filed.
Decision No. Steven L. Kbne Effective

Vice President Resolution No.
2515619 . Regulation
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Originat  Cal. PU.C. Sreet No.

Pacific Gas and Eectric Company Cancelling Cal. PU.C. Sheet No.
San Francisco, California

DESCOUNT FLOQR:

RATES AND RULES:

SCHEDULE E-TD--TRANSMISSION AND OISTRIBUTESN BYPASS OEFERRAL RATE
{Continued)

Over the term of the A?reement. the sum of the electri¢ chargeés collécted by PGAE
from the customér, exclusive of any additional applicable taxes or surcharges,
shall not fall below the sum of the following: (ff 2 level one hundred and twenty
percént (120 percéat) of PGRE's total customer-$pecific nirginal cost to Serve:
plus (2) the pgortlon of the custémer's otherwise spplicable PGLE tariff comprising
POLE'S unedondaic costs pursuant to the PudIic Utilities Code sections 367, 168,
375, and 376, Part (2) of this floor shall not prevent PGAE from matching &
Congetitorts offer where the Compétitor &f any other entity has agreed to a{ the
customer's competitive transition or other nqn-b{passable char?es owed to PGAE,
provided PGAE’'S matching offer: (a! does nbt fall below part (1) absveé of the
floor; and (b) does Aot result in less fevenue to POLE from compétitive transition
or other non-bypassable chirges thin would décur under the Competitor's offer.

The discount Floor s further defined in the Agreement. - .

Al applicable rates, rules, and tariffs shall remain in forée for & customer that
sigas the Agreement. Ia the évént of a coaflict, the terws and conditions )
provided within this tarfff shall superséde those set forth in the standard (P
approved tariffs. AN) other provisfons of the customer's otherwise applicadle
rate schedute shall remain in force.

Advice Letter No.
Decision No.

25152

/ssued by Dale Fited.

Staven L. Kkne Effective

Vice President Resolution No.

Regulation




A.94-12-005 APPENDIX B
Page 6

Distribution: Reference:

(] Applicant (Original) Elec. Accl No.:
[} Division {Original) Premises No.:
|| Field Applications Support (Original) Centrol No.:
{) Customer Accounting

PACIFIC GAS AND ELECTRIC COMPANY'S AGREEMENT FOR DISCOUNTED
RATES TO AVOID UNECONOMIC BYPASS OF PG&E'S TRANSMISSION AND/OR
DISTRIBUTION FACILITIES

This Agreement for Discounted Rates to Avoid Uneconomic Bypass of PG&E’s Transmission
and/or Distribution System (Agreement) is made between .
("Customer” or “The Customer”), a(n) Corporation, and
PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"), a California corporation. PG&E and
the Customer will be referred to collectively herein as the "Parties™ or individually as “Party.”
Customer is deferring its decision to accept service from a competing utility, irrigation district, or
other service provider (“Competitor”) through the us¢ of Competitor’s transmission and/or
distribution facilities, thus bypassing the delivery of electricity through PG&E’s system at the
Customer's premises, located at
hereafter referred to as "Premises.”

This Agreement provides for a dis¢ount to be applied to Customer’s otherwise-applicable non-
discounted bundled rate schedule, or succeeding unbundled rate schedule(s), to establish an
average electric rate comparable to that which would be achieved if the Customer were 0 obtain
its electricity through the Compehtor s Transmission and/or Distribution facilities (“Discount
Percentage”). This discount is determined by a standardized price calculation and is intended to
attract Customer to use PG&E’s system by making PG&E’s rates to Customer competitive with
the rates offered by Competitor.

The Parties agree to the following terms and conditions:

AGREEMENT

1. Supplemental Agreement. This Agreement supplements and is part of the Electric
General Service Agreement between PG&E and the Customer dated T .

2. Initial Discounted Rate, The Customer's initial Discounted Rate under this Agreement
will be calculated as follows:

The “Competitive Rate" is:

The average rate that would be charged to Customer by Competitor including out-
of-pocket competitive transition and other non-bypassable charges that Customer
would be obligated to and would itself pay PG&E upon departure, if applicable.

Form No. 79-

Yariff Applications

Adyvice No.

Effective
Amendments 77397
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The calculation of the Competitive Rate shall be adjusted as appropriate to reflect
any agreement by Competitor or any other entity to pay all or part of Customer's
obligation to pay the competitive transition ot other non-bypassable charges owed
to PG&E.

The “Competitive Rate” will be calculated using the Competitor’s tariff rates (or
other documented, non-tarif¥ rate offer) and Customer’s historical billing
determinants over the preceding twelve months. Customer’s usage will be
adjusted for projected load growth.

In situations where PG&E deems that the Competitor’s tariff rates do not
effectively represent the true electric costs that the Customer will enc¢ounter at its
site dug to receipt by the Customer of a wriften non-tariff rate offer from the
Competitor, the non-tanfY rate offer may be used to make this calculation. The
Competitive Rate shall not include any surcharges or taxes. The procedures in
Attachment 1 to this Agreement shall govem whether a customer is eligible for
PG&E'’s Schedule E-TD.

The “Average Rate" is:

Customer's projected total revenues, using the same usage pattemns as derived in

the above paragraphs, paid to PG&E divided by the Customer’s projected total
use. The Customer’s otherwise-applicable rate is defined as PG&E’s approved
rale that applies to the Customer’s total projected load at the time that the Average
Rate is calculated. The Average Rate shall not include any surcharges or taxes.

The difference between Customer’s Average Rate and its Competitive Rate, divided by
the Average Rate, will be defined as the Customer's “Discount Percentage.”
Mathematically, the Discount Percentage equals (Average Rate - Competitive Rate) /
Average Rate. The Discount Percentage shall be applied to all of the energy and demand
components of Customer’s otherwise-applicable rate schedule. These discounted energy
and demand components, along with the other non-discounted billing components found
in the Customer’s otherwise-applicable rate schedule, shall be combined to establish the
Customer’s initial “Discounted Rate.” This initial Discounted Rate will be subject to
possible future escalation as described in Section 2. The Customer's initial Discounted
Rate, and its subsequent changes, shall be subject to a Discount Floor (see Section 9).

The Discount Percentage and the Customer’s initial Discounted Rate are shown in
Exhibit A. Under the methodology required above, the Customer's Discounted Rate
cannot and shall not be set below the Customer's Competitive Rate.

Customer’s otherwise-applicable rate schedule is (Include Voltage
Level).

Amendments 7/397
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If otherwise eligible, a customer currently taking direct access enesgy service from
another provider shall not be denied this tariff, and a customer already under this tanff
may later choose direct ac¢ess and remain on this tariff. [f otherwise eligible, new
customers and new load taking direct access service shall not be denied this tariff.

Rate Index. The Competitive Rate component of Customer’s initial Discounted Rate
will be adjusted annually by an index. The index will be equal to the percent change in
the system-average rate charged by the Compelitor for service to its customers.

Mathematically, the index is equal to “(new Comp<titor Average Rate - current
Competitor Average Rate)/current Competitor Average Rate”, where “new Compelitor
Average Rate” and “current Competitor Average Rate” are both designated from the EEI
publication, Competitor’s published annual report, or any other publicly available source
of information. '

One year following, and on each anniversary of the Commencement Date (defined
below), the Customer’s Discounted Rate will be adjusted. This adjustment will be done
by multiplying the Customer’s Competitive Rate from the previous year, by the newly
calculated Index, and adding the product to the prior Competitive Rate. The newly
revised Compelitive Rate and the most current PG&E CPUC-approved rate schedule(s)
will then be used to calculate the new, adjusted Discounted Rate for Customer,

Informational Requirements. To qualify for this Agreement, Customer must first
provide PG&E with the following information and demonstrate, to PG&E's satisfaction,
the credibility of the same as it applies to the Premises:

¢ Written rate offer from Competitor;

¢ Any other Customer cost or operational information that PG&E deems pertinent to
the analysis.

Customer will sign under the penalty of perjury, have notarized, and deliver to PG&E an
aftidavit attesting to the fact that without the discounted PG&E rate, it would switch to
the Compgetitor for electric transmission and/or distribution service (Exhibit B). PG&E
shall evaluate the information provided by Customer and any other available information
and determine in its sole discretion whether Customer qualifies for this Agreement.
Should PG&E ¢onclude that Competitor’s proposed T&D bypass is not viable for
Customer, resulting in denial of a discounted rate to Customer, Customer may file a
complaint with the CPUC contesting PG&E’s conclusion.

Requirement of Delivery of Ele¢tricity through PG&E’s System. Customer shall use
PG&E-delivered electricity for its total electrical load requirement throughout the term of
this Agreement. Customer shall not use any electricity that is not delivered by PG&E
unless the Customer is: '

Amendmerds 7737
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+ utilizing emergency generation in the event of an outage;
¢ testing emergency genetation facilities (not to exceed 10 hours per month); or
e given prior written permission by PG&E for similar operational events.

If Customer utilizes any electricity not delivered by PG&E other than as provided above,
PG&E may terminate this Agreement as specified in Section 10 (“Termination”).

If Customer chooses to take direct aceess energy services from another provider,
Customer shall receive, on the bill, PX charges (including but not limited to charges for
commodity and ancillary services), public purpose program charges, transmission and
distribution charges, CTC charges, and charges for competitive or unbundled services
(in¢luding but not limited to billing, metering, and credits) to the extent that the
calculation and presentation of this information is approved by the Commission in the
Cost Separation pro¢eeding.

GENERAL TERMS AND CONDITIONS

6.

Commencement Date. This Agreement shall take effect no eastier than the date at
which, in PG&E’s judgment, the customer would have begun taking service from
Competitor. The Customet will be billed at the initial Discounted Rate on the Customer's
first regular scheduled meter read date after this Agreemenl is fully executed. This date
shall be deemed the “Commencement Date.”

Term. This Agreement shall remain in effect until December 31, 2001.

Regulatory Authority. This Agreement shall at all times be subject to such changes or
modification by the Public Utilities Commissian of the State of California (CPUC) as
said Commission may direct from time to time in the exercise of its jurisdiction. Such
action by the CPUC may be grounds for termination of this Agreement by either Party.

Discount Floor. Over the term of this Agreement, the sum of the electric charges
coltected by PG&E from the Customer, exclusive of any additional applicable taxes or
surcharges, shall not fall below the sum of the following: (1) a level one hundred and
twenty percent (120%) of PG&E's total, customer-specific, marginal cost to serve; plus
(2) the portion of Customer’s otherwise applicable PG&E taniff comprising PG&E’s
uneconomic costs pursuant to Pubdlic Utilities Code Sections 367, 368, 375 and 376, Part
(2) of this floor shall not preveat PG&E from matching Competitor’s offer where
Competitor or any other eatity has agreed to pay Customer’s competitive transition or
other non-bypassable charges owed to PG&E, provided PG&E’s matching offer: (a) does
not fall below part (1) above of the floor; and (b) does not result in less revenue to PGRE
from competitive transition or other non-bypassable charges than would occur under

Amendments 7/397
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Competitor’s ofter (“Discount Floor™). These marginal costs will be determined using
the CPUC-approved methodology for such calculations in force for this Agteement as
these may change or be amended from time to time. On each anniversary of the
Commencement Date, PG&E shall compute the total revenue it has collected to date from
the Customer, and the sum of the monthly overpayments and underpayments by the
Customer relative to PG&E's Discount Floor to ensure that PG&E has collected, at a
minimum, the Discount Floor amount. The Parties agree that if at any time the revenues
collected up to the review date fall below the Discount Floor, Customer shall pay PG&E
a lump sum equal to that shorifall amount. PG&E shall notify customer of any lump sum
payment obligation, according to Section 11, no later than thirty (30) days after the
anniversary of the Commenc¢ement date. This payment will be due and pay able in full,
without interest, thirty (30) days after PG&E has notified the Custonier in writing of its

payment obligation.

If a shortfall occurs, and after all shortfall payments described above have been made by
Customer, the Customer may request that PG&E simply bill the Customer at a rate equal
to the Discount Floor. PG&E will continue t6 do so until such time as the Customer’s
Discounted Rate exceeds the Discount Floor, at which time the Customer will on¢e again
be billed at the Discounted Rate established in this Agreement. This provision is
intended to eliminate the potential for any future lump sum shortfall payments by the
Customer.

Termination. The Customer may terminate this Agreement at any time prior to the end
of its term by giving PG&E a minimum of thirty (30) days written notice of such
termination.

PG&E may terminate this Agreement upon thirty (30) days written notice to Customer if
Customer uses electricity not delivered by PG&E to supply the electrical load at the
Premises for a total of nine hundred (900) hours during the term of this Agreement.

Either Party may terminate this Agreement upon thirty (30) days written notice in the
event any regulatory body or court of competent jurisdiction finds that a provision of this
Agreement, or a portion thereof is unenforceadle or invalid, and the terminating Party
determines, in good faith, that the remaining provisions of this Agreenment have been
rendered unenforceable or disadvantageous.

Notice. Any notice either PG&E or Customer may wish to give to the other must be in
writing. Such notice must be either hand delivered, or sent by U.S. registered mail,
postage prepaid, 1o the person designated to receive notice for the other Party, or to such
other address as either may designate by written notice. Notices delivered by hand shall
be deemed effective when delivered. Notices delivered by mail shall be deemed effective
when received, as acknowledged by the receipt of the certified or registered maiting.

Amendments 17397
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To: (Customer)

To: PG&E:
Pacific Gas and Electric Company
Tanff Applications
123 Mission Street, Mail Code H28H
San Fran¢isco, CA 94106

Service Reliability, PG&E's standard for reliability of service for Customer shall be as
dictated in PG&E's Electric Rule 14 or its successor; a copy is attached as Exhibit C and
is in¢orporatéd by reference herein.

Assignment. Customer may not assign this Agreement 16 a third party without the priot
written permission of an authonized représentative of PG&E. Any assignment is subject
to any applicable CPUC authorization or regulation except as waived by the CPUC.

Applicable Laws. This Agreement shall be subject to and interpreted under the laws,

rules, and regulations of the State of California and the CPUC, and PG&E’s Electric
Rules.

Agreements Submitted to the CPUC, A ¢opy of this Agreement will be submitted to
the CPUC. PG&E shall use¢ reasonable efforts to protect Customer’s identity and
information the Customer has identified in writing as proprietary.

Severability, In the event that any of the provisions, or portions thereof, of this
Agreement are held to be unenforceable or invatid by any court of competent jurisdiction,
the validity and enforcement of the remaining provisions or portions thereof shall not be
affected thereby; provided, however, that should either Party determine, in good faith,
that such unenforceability or invalidity renders the remaining provisions of this
Agreement economically infeasible or disadvantageous, such Party may terminate this
Agreement upon thirty (30) days prior written nolice to the other.

Conflicting Provisions. This Agreement shall supersede the terms and conditions set
forth in the Customer’s otherwise-applicable rate schedule and any other applicable
standard CPUC approved tariff in the event of conflict. Otherwise, all other CPUC-
approved standard tarifY terms and conditions shall remain in force and be apphcable to
this Agreement.

Amendments T/AV97
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Force Majeure. Neither Party hereto shall be liable for any failure of performance, other
than the cominuing obligalion to make payments due hereunder for periods prior to the
event of force majeure, owing to causes be)ond its reasonable control and the occurrence
of which could not have prevented by the exetcise of due diligence. Refusal by either
Party to accede to demands of laborers or labor unions that it considers unreasonable shall
not deny it the benefits of this provision. If either Party heteto is unable, for any ceason,
to deliver or receive full or partial quantities of electricity contemplated by this
Agreement due to force majeure, the Party so unable to perform shall promptly advise the
other Party that such condition exists, and the Pariies shall suspend operations under this
Agr‘ee‘mefit to the extent dictated by the force majeure event, until the event of force
majeure is femedied and both Parties can once again deliver and receive electricity,
réspectively. Any force majeure event shall be remedied as far as possible with all
reasonable dispatch. The term "force majeure” as employed herein shall include, but is
not be limited to: acts of God; strikes or otheér industrial disturbances; acts of a public
enemy; the direct or indirect effect of govemmental orders, actions, or interferences; civil
disturbances; explosions; bieakage of or accidents to machinery or power lines; power
outages; the necessity of making repairs to or alterations of machinery or power lines;
landslides; lighting; earthquakes; fires; storms; floods; and washouts. Force majeure
shall not include financial ¢onsiderations.

No Consequential or Incidental Damages. PG&E shall not be liable for any
consequential, incidental, indirect, of special damages, including but not limited to lost

profits and loss of power related in any way with the performance of either Party under
this Agreement.

Waiver. A waiver by either Party or any one or more defaults by the other hereunder
shall not operate as a waiver of any future default or defaults, whether of a like orof a
different character.

Amendments 77397
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IN WITNESS THEREOF, the Parties have executed this Agreement in multiple originals of
equal dignity by their respective duly authorized representatives.

Executed this . day of , 19

PACIFIC GAS AND ELECTRIC COMPANY
: (PG&E) .

Customer

SR : BY: : R
- Signature o Signature

(Type or prinl name) (Type or print name)

TITLE:

Amendments 17497
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Procedure for Determining Which Customers Are Eligible
to Receive Schedule E<TD and E-TDI Offers Where
Section 374(a) CTC Exemptions May Apply

The procedure described below will be used to determine customers* CTC exemption
status for the limited purpose of determining which customer accounts are eligible to
receive Schedule E-TD and E-TDI offers from PG&E. The procedure does not supersede
any other Commission-adopted tariffs or rules including those for determining depariing
customers’ responsibilities and obligations to pay CTCs and other non-bypassable
charges.

1. For each irrigation district (ID) with Section 374 exemptions (either allocated by the
California Energy Commission (CEC) through Section 374(a)(1) or granted directly
by Section 374(a)(2)), PG&E will maintain two lists: an Exempt Customer List
(Exempt List) and a Non-Exempt Customer List {Non-Exempt List). These two lists
will officially document the exemption status of customer accounts, as designated by
the ID, and their associated loads. For IDs that are subject to the 50 percent
agricultural pumping requirement of Section 374(a)1), the Exempt List will also

separately track ag pumping and non-ag pumping loads. The order in which customer
accounts are added to the Exempt List will determine their priority for réceiving
exemptions in situations where either the total load of the accounts on the Exempt
List exceeds the ID's cumulative allocation for the year, or the 50 percent agricultural
pumping requirement is not met (see Section 12 below). Except as noted in Section
12 below, exemptions apply to the entire load of the customer account, and may not
be shared between accounts.

. Pursuant to Section 374(a)(1) and the CEC’s April 2, 1997 decision, cumulative
exemption allocations for IDs other than Merced 1D are as follows (in megawatis):

1D 1997 1998 1999 2000 2001
Modesto 14.0 15.0 220 - 300 35.0
Fresno 0.0 9.0 13.0 15.0 200
Laguna 0.0 20 4.0 6.0 8.0
S.San Joaquin 0.0 20 4.0 6.0 80
Total 14.0 280 43.0 57.0 71.0

Pursuant to Section 374(a)(1 YD), at least half of each year’s allocation to an irrigation
district shall be applied to that portion of load that is used to power pumps for
agricultural purposes.
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. Pursuant to Section 374(a)(2), cumulative exemption allocations for Merced 1D are as
follows (in megawalls):

1D 1997 1998 1999 2000 2001
Merced 238 - 366 494 62.2 75.0

. An1D can assign a customer account to the Exempt List at any time by notifying
PG&E in writing via panafax. Prior to adding the account to the Exempt List, PG&E
will check to see whether the addition ¢f the account to the Exempt List would cause
either;

(a) the total load of all accounts on the Exempt List to exceed the 1D’s cumulative
exemption allocation (shown in Section 2 or 3) for that year by an amount
greater than 20 percent of the account’s load; or

(b) (for IDs that are subject to the 50 percent agricultural pumping requirement
only) the total load of all non-ag pumping accounts on the Exempt List to
exceed half of the ID's cumulative exemption allocation {shown in Section 2)
for that year by an amount greater than 20 percent of the account’s load.

If the addition of the account would cause either (a) or (b) to occur, the customer will
not be added to the Exempt List (although it may be added the following year, if
additional exemptions beconic available). Othenwise, the a¢count will be added to the
Exempt List

. Ifa customer approaches PG&E with a competitive offer from an ID with Section
374(a)(1) or Section 374(a)(2) exemptions, either 10 solicit a counter-proposal or to
notify PG&E of its plans to disconnect (pursuant to Section 4.A of PG&E’s CTC
tariff), or if PG&E otherwise leams that the customer has departed (i.c., the customer
violates Section 9601 (b)), PG&E will follow the procedure described below to assign
the customer®s account to either the Exempt List or the Non-Exempt List:

a. PG&E will make a wrilten panafaxed inquiry to the ID regarding the
exemptlion status of the customer account. The ID must designate in writing
via panafax within five working days whether to place the account on the
Exempt List or the Non-Exempt List.

. Ifthe 1D designates the account for the Exempt List, PG&E will check to see -
whether the addition of the ac¢ount to the Exempt List would cause either:

(i) the total load of all accounts on the Exempt List to exceed the ID’s
cumulative exemption allocation (shown in Section 2 or 3) for that year
by an amount greater than/20 percent of the a¢count’s load; or

/

/
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(ii) (for IDs that are subject to the 50 percent agricultural pumping
requirement only) the total load of all non-ag pumping accounts on the
Exempt List to exceed half of the ID’s cumulative exemption allocation
(shown in Section 2) for that year by an amount greater than 20 percent
of the ac¢ount’s load.

If the addition of the account would cause either (i) or i) to oceur, the
<customer will not be added to the Exempt List (although it may be added the
following year, if additional exemptions become availablc). Othenwise, the

account will be added to the Exempt List.

. Ifthe ID designates the account for the Non-Exempt List, then the customer
will be placed on the Non-Exempt List.

. Ifthe ID does not respond in writing via panafax within the stipulated time
period, the default assumption is that the ID does not intend to offer a CTC
_ exemption, and the account will be placed on the Non-Exempt List.

6. Ifadispute asises about the assignment of a customer to the Exempt List (including
the assignment of its load to the ag pumping vs. non-ag pumping categories), the
customer will temporarily be assigned to a third list, the Disputed List. The dispute
will be referred to a grievance commitiee, who will issue a decision within 30 days of
the notice of the dispute. The decision of the grievance committee will be final.

The dispute resolution process will be as follows:

a. IfPG&E contests the assignment of the custonter’s load to the Exempt List, it will
nolify the ID within 3 days of receipt of the notice of the assignment that it
contests the status, with copies (o the members of the grievance committee.

- The grievance committee will be composed of a representative from PG&E, a
representative from the ID, and a representative from either the CEC or from a
private judging service that is agreeable to both parties. Within 15 days of the
issuance of a final decision in this proceeding, the seliling parties will designate
the third representative via a filing to the CPUC.

- Once the grievance commiltee has received written notice of the dispute, it may
investigate the facts through written requests for information, but must hold a
meeting within 14 days of the nofice of the dispute. At the meeting both parties
will have an opportunity to present what each considers to be pertinent facts for
resolution of the dispute. The parties will cooperate to provide prompt and
reasonable discovery prior to the meeting. Any disputes regarding discovery will

be resolved by conference call with the grievance commiftee.

4
/
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d. A written decision of the proper assignment of the customer’s load to either the
Exempt List or Non-Exempt List must be issuved within 10 days of the meeting.

Once the dispute is resolved, the account’s load will be assigned to the Exempt List or
Non-Exempt List pursuant to the outcome of the dispute resolution process.

If PGXE issues a nofice of a dispute pursuant {o Section 6.a above, then during the
30-day resolution period the customer cannot be connected to the ID's system.

For purposes of determining exemption status, and to assess compliance with the 50
percent agricultural pumping requirement in Section 374(a)(1)(D), customer loads
will be estimaled on a one-time basis at the time they are placed on the list using the
method prescribed by the CEC’s December 24, 1996 Instructions for Applications
For Imigation District Exemption Allocations.' These load estimates will remain
fixed throughout the transition period regardless of subsequent changes in customer
usage patterns.

- PG&E will update both the Exempt List and the Non-Exempt List on an ongoing
basis as additional customer accounts have their status designated by the 1D. Al ID
designations are binding and cannot subsequently be changed, with the following two
exceptions. Ifa customer on the Exempt List that is taking service from an ID
subsequently either: (a) ceases doing business; or (b) returns to PG&E service; then
the customer will be removed from the Exempt list and the customer’s exemption
allocation will revert back to the ID for possible use elsewhere.

. Both lists will be maintained on a confidential basis, but will be made available by
PG&E upon request to the ID and Comumission staff. At the time they are added to
the Exempt List, customers will be provided with information pertaining to their
individual accounts’ loads and exemptions, with copy sent to the ID.

10. PG&E agrees not to offer Schedule E-TD or E-TDI to any customer account on the
Exempt List or the Disputed List.

H. PG&E may offer Schedule E-TD or E-TDI to any customer account on the Non-
Exempt List, so long as all tariff eligibility requirements are met.

' Pursuant to Section 374(bX2XD), the loads already served by Merced 1D as of June 1, 1996 shall be
deducted from its 75 MW allocation, and the remaining atlocation phased in over five years in accordance
with Section 374(bY2)X(A). These statutory provisions mean that Merced’s Exemption List already
includes HE MW of load that departed PG&E’s system prior to June 1, 1996, and Merced's remaining
exemplion allocation totals 64 MW, The 11 MW allocation is assumed to start in 1997, while the
temaining 64 MW allocation is phased in equally Over the five-year transition petiod.

4
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12. The last account added to the Exempt List may still be obligated to pay CTCs for the
portion of its 10ad that, in combination with the loads of all other accounts on the
Exempt List, exceeds the ID’s cumulative exemption allocation for the year. In
addition, some or all customer accounts on the Exempt List may be obligated to pay
CTCs until such time as the 50 percent agricultural pumping requ1rement undes
Section 374(a)(1(D) has been met.
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EXHIBIT A

DISCOUNT AMOUNT
WORKSHEET

§. CUSTOMER'’S COMPETITIVE RATE
(reference Tariff Sheet(s) or other written offer,
attach ¢alculations)

II. CUSTOMER'S AVERAGE STANDARD RATE
(under otherwise applicable rate, attach ¢alculations)

II. DISCOUNT PERCENTAGE
(Average Rate « Competitive Rate
Average Rate o

Apply Discount Percentage to energy and demand charges to determine Customer’s initial
Discounted Rate.

Customer’s initial Discounted Rate, less non-energy and non-demand components of
otherwise-applicable rate is listed below:
Mark “N/A" if the charges is not applicable:

SUMMER

De¢mand Charges Energy Charges

Maximum

_ per kW

On-Peak

per kWh

per kW

_pet kWh

Partial-Peak

__per kW

Off-Peak

per kWh

per kW

WINTER

pet kWh

Demand Charges

Maximum

_per kW

Energy Charges
per k\Wh

On-Peak

per kW

Partial-Peak

per KkWh

_per kW

Off-Peak

per kWh

per kW

Amendments 1/3/97

per kWh
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EXHIBIT B

MATERIAL FACTOR
AFFIDAVIT

Under penalty of peqgury, I, , hereby state:

[ am the of
(Title) (Parent Company)

corporation, and am authérized to make this affidavit

(State)

on behalf of (“‘Company").
(Company)

Pacific Gas and Electric Company (PG&E) and Company propose to enter into an agreement
under which PG&E would deliver electric service to Company’s premises. This Proposed
Agreement for Discounted Rate to Avoid Un¢conomic Bypass of PG&E’s Transmission and/or
Distribution Facilities (“Agreement™) conveys PG&E's offer of an eléctric service pricing
discount at our premises, if we decide not to take delivery of electricity at our Premises through

Competitor’s proposed Transmission and/or Distribution facilities. My current electric load
already being served by PG&E, or soon to be served by PG&E by the year , whichis at
risk of bypass by Competitor’s proposed system, is approximately kWhiyr.

Premises Location

Company has decided not to proceed with receiving electric service from the Competitor’s
proposed transmission and/or distribution facility at this time: Furthermore, the pricing discount
offered by PG&E in the Agreement is the sole material factor in Company’s decision not to
proceed with receiving service from the Competitor's proposed transmission and/or distribution
facility at this time.

Executed at , Califomia, this day of , 19

Notarized by:

(enter full Company name)

Amendrents 7/397
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EXHIBITC

RULE 14 -: SHORTAGE OF SUPPLY AND
INTERRUPTION OF DELIVERY




A.94-12-005 APPENDIX B Page 22

Revised Cal. P.U.C. Sheet No.
- Pacific Gas and Electric Company Cancelling Reviséd Cal. P.U.C. Sheet No.

326€ .
1079-€

San Francisco, Caldormia

RULE 14--SHORTAGE OF SUPPLY AND
INTERRUPTION OF OELIVERY

PGEE will exercise reasonable diligence and care to furnish and
deliver a continuous and sufficient supply of electric energy to the
customer. but does not guarantee continuity or sufficiency of supply.
PGSE will not be liable for interruption or shortage or insufficiency
of sggply. or any 10s$ or damage of any kind of character occasioned
theredy. if same i$ caused by inevitable accident, act of God, fire.
strikes, riots, war, or any other cause except that arising from its
failure to exercise reasonable diligence.

PGLE, whenever it shall find it necessary for the Rurpose of making
répairs or improvements to its system, will have the right to suspend
temporarily the delivery of electric énergy. but in all such cases, as
reasonable notice théreof as circumstances will permit, will be given
to the customers, and the making of such regairs or improvements will
be prosecuted as rapidly as may be practicable, and, if practicable,
3t such times as will cause the least inconvenience to the customers.

In case of shortage of supply and during the geriod of such shortage,
a

by a power administrator or other official appointéd by 1t for that
purpose. In the absence of such order or diréction by theé Raflroad
Comnission. PGAE will, in times of shortage, apportion its available
;ggp}g]of energy among all customers tn the most reasonable manner

S e.

PGLE will make such apportionment of its available supply of energy among
Its_customers as shall be ordered or directed from time to time by the
Raflroad Commission of the State of California, acting either directly or

—
(1)

S
Advice Leiter No. 1306-E Issued by Date Filed

July 12, 1990

Decision No. Gordon R. Smith Effective Auqust 21, 1550

Vice President and AResolution No.

65784 . Chiel Financial Officer
12
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PG&E’s amended Schedule E-TDI Tariff, including
attached Agrecement for Incremental Sales to New Customers

AMENDED

Tariff Amended July 9, 1997
Agreement Amended July 3, 1997
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Original  Cal. P.U.C. Sheet No.

. Pacific Gas and Electric Company Cancelling Cal. P.U.C. Sheet No.
&R san Francisco, California

APPLICABILLTY:

TERRITORY:
ELIGIBILLTY:

PATERIAL FACTOR
AND INFORMATION
REQUIREMENTS:

SCHEDULE E-TD--TRANSHISSTON AND DISTRIBUTION BYPASS DEFERRAL RATE

This tariff is available to cualified customers, at PGLE'S discretion. Customers
taking service on Schedule E-T0 nust s$ign Standard Fora 79-xxxx PGRE’s Agreement
for Discounted Rates to Avoid Uneconomic Bypass of PGRE’s Transmission and/er
Distribution Facilities {"Agreement®). This tariff is fintended to retain existing
1oad that would, without this tariff, not resain on PGAE'S TAD Systea.

This tariff applies everywhere PGAE provides electricity service.

To de eligible to take service under this tariff, a custoner must: (1) have at
least 20 kW demand of eligible load at its premises on PGAE'S systea;

{2) demonstrate to FGRE'S satisfaction, by providing réquired documentation, its
willingness and ability to receive service from a competing TAD sesvice provider;
and (3} sign an affidavit stating that the availability of this tariff §s the
deciding facter in its decision not to connect with a competing FAD sérvice

provider.

A customer shall not be eligible to take service under this tariff if the 14D
service offered to the tustomer is provided by an irrigation district which has
promptly confirmed to PGSE that the customer, vpon receiving such service, will be
exempt from competitive transition charges pursuant to Public Utilities Code
section 374(a){}), as allocated by the California €nergy Commission on Agril 2.
1997, or Section 374(a)(2). The detafled procedure for deteraining whic

customers are eligibte to recelve Sthedule E-10 and €-T00 offérs where Sectien
374(a) exemptions may apply is incorporatéd as Attachment 1 to the Agréement,

If otherwise eligidle, a customer curréntly taking direct access eantrgy service
from another provider shall-not be denfed this tariff, and a customer already
under this tariff may tater choose direct access and remain én this tariff. 1If
otherwise eligible, new customers and new 1¢ad taking direct access service shall
not be denied this tariff.

In additicn to the required affidavit, a customér may be required to provide
business dperatfon information and 18D ¢onstruction plans that are relevint to
establishing its initial rate level, or verifying 115 subsequent rate level. The
customer shall be responsible for demonstrating, to PGAE‘s satisfaction, the
credidility of al) business operation information relevant to establishing or
verifying fts rate level as it applies to its preaises. .

PGLE shall evalvate the competitive offer to determine if the competing service
provider has the technical and fimancial abilily to provide the service, and to
easure that there are no environmental or legal barriers to the transaction, Only
the deferral of the construction of TAD facilities that POAE anuci{ates will meet
all state and federal regulatory comission standards and codes will qualify a
customer for this tariff.

Information requirenents are outlined fn the Agreement. However, if 2 customer
disagrees with PGAE's conclusion regarding the credibility of any informaticn
provided by the customer, the customer may contest PGLE's decision by filing 2
complaint with the (PUC. )

{Coatinued)

Advice Letter No.
Decision No.

25150

Issved by Date Filed
Staven L. KEns Effective

Vice President Resolution No.

Reguiation
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Original  Cal. A.U.C. Sheet No.

Pacific Gas and Electric Company Canceliing Cal. P.U.C. Sheet No.
San Francisto, California

BILLING
DETERMINANTS:

SCHEOULE E-FOI--INCREMENTAL SALES RATE FOR MEW CUSTOMERS
{Continued)

An eligidle customer's rates will be discounted froa the otherwisé ipplicable
uri:f Lo be ¢compétitive with the rates offered by the competing TAD service
provider, :

In ¢aleulating the Competitive Rate, PGAE shal) make any recessiry adjustments
to account for any out-of-pocket ¢ompetitive transition and other Adn-dypassadle
charges that the customer would be obligated to and would ftself pa{,tompetitér
upon departure, $f applicable, . The catculation of the Competitive Rate shall be
adjusted as appropriate to reflett dny agréement by PGAE &r any other eatity to
pay all or part of the customer's obligation to pay the competitive transition
or other aon-bypassable charges owed to Competitor. .

1a addition, in ¢alculating the Corpetitive Rate, PEAE shall fnclude cut-of-
pocket competitive transition and other non-bypassable charges that the customer

 would be obligated to and would itseld piy PORE upoa départure, if applicadle.

The ¢atculation of the Competitive Rate shall also be adjusted as appropriate to
reflect aay ajreément by Competitor oF any othér eatity to piy a1l or part of
the customer’s obligation to ﬁ"' the ¢ompetitive trinsition or other nofi-
bypassable charges owed to PGAEL, )

- The faftial rate will bé tied to taciffed rates (or documénted non-tariff rate

offer, if Yower) of the competing T8O service provider, using the Customer's
histérical billing usige and demind patterns (adjusted to reflect possidble 1oad
growth, where appropriate) to caléulate the minfeun discéunts fequired to meet
the alternative. €ach year, upoa the anniversary &f the Commenteméat Qate, the
rate discount widl be adjusted td account for year-toeyear changes in the
competing TAD service provider's rate using an iEprriate fadex of fts systea
averagé raté. Under the nethodolc\Q{ deseribed above, the customér's Discounted
Raté cannot and shall not be set below the customer's ¢ompetitive altednative.

The discount and afnual adjusteent are destribed fn the Agréement.

for an E-TOI customer wha chodses to take direct a¢téss entigy services froa
shother provider, the customed shall receive, on the bill, PX charges (Intluding
but not limited to charges for commodity and ancillary services), pudlic purpise
proégram char?es.-transnisslon and distribution charges, CTC charges, and charges
for competitive or unbundled services (including but not iiaited to billing,
metering, and ¢redits) to the exteat that the cat¢ulation and preseatation of
this lggormation s approved by the Commission in the Cost Separation -
proceeding.

To calculate the discount, the customer's annual usage will be determined using

PGRE's billing dats from the twelve (12) months immediately preceding the date

the customer requests to be considered for service uhder this tariff. 1f such

billing data are not avatladble or If the customeér's operation #s eapected to

siqnificantl{ change within the next year, PGAE'S estimate of the customer's

c:gco:ilngotv: ve {12} oonths of usage will be used for purposes of calculating
¢ discount,

Advice Letter No.
Decision No.

26154

Issued by Oate Fited

Steven L. Kine £ffective

Vice President Resolution No.

Regulation
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Original ~ Cal. P.U.C. Sheet No.

Pacific Gas and Electric Company Cancélling C3al. P.U.C. Sheet No.
San Francisco, California

OISQUALIFICATION:

CONTRALT TERM:

DISCOUNT FLOOR:

PATES AND RULES:

COMMENCEMENT DATES

- the Agreemeat 1% fully executed.

SCHEOULE £-T01- - INCREMENTAL SALES RATE FOR MEW CUSTOMERS
(Continued)

PGLE may, at its ¢ole diseretion, disqualify 3 customer from obtaining this
discount if (1) PGAE believes that the tosts to provide adequate transmission
and distribution fatilities make discounting to a pacticular ¢ustooer unedonoaie
(that §s, the discounted Fate does not exieed the Barginal costs to ferve that
customer plus 20 pérceat); of (2) d customer severely constrains the existing
transmission and distribution Systea a such 2 wiy that the customer's marginal
costs in the future aré expected to be dbove the price thit would cthermise

_résylt from this tariff.

Thé Increnental Sales Agreement established under this tariff has a term of up
to 5 years, but in nd casé shall any such Agreément entered under this tariff

cemafn in effect after Cecember 31, 200%.

‘The Start date of -the distéunt rate perfod ‘shall commeace within six (6) moaths
_+ from the date of exécution of the ¢entract for sérvice and shall be designated
by PGAE. Fér cuitomers Adt curdently taking séévice with either PGLE oF the

competing T4D service provider, the start date shall be a6 earlier than the date
at which, fn PGAE'S judgnent, the customér would have begun taking service from
the competing TAD service provider. The ¢ustémer will be dilled at thé faitia)
Oiscounted Rate on the customer’s first regular stheduled meter fead date after

- Over the ternm 6f the Adreement, the sum of the ‘electiic‘chaﬁes collected by

PGLE frim the custémer, exclusive of ady additictal applicadle taxes or
surcharges, shatl not fall belew the sum of ‘the following: (1) 2 level one
hundfed and tweaty perceat (120 percént) of PGLE'S total custover-spedific
ns‘r?inn €ost to serves plus (2) the portidn of the customer's otherwise
applitable PGRE tariff comprising PGAE’S unedoncale ¢6sLs pursuant td the Pudblic
Utilities Code sectiens 367, 368, 375, and 376, Part (2) of this flsor shall -
not prévent PGAE from matching a Competitér's offer where the Competitor of any
other entity has agréed to pay the customer's coopétitive transition or other -
noﬂobygassablé thargés owed to POLE, provided POLE’'S matching offer: (a) does
not fal) below part (1) sbove of the floadr; and (b) does mat result fn less
revenue to SGAE from competitive transition or other non-bypassadle charges than
would océur uadér the Competitdr's offer. The Disccunt Floor §s further defined
in. the Agréement. .

ANl applfcable rates, rules, and tariffs shall remain in force for a customer
that sfgas the Agréement. [In the event of a conflfct, the terms and conditions
provided withia this tariff shal) supersede those set forth fa the standard
CPUC-aporoved tariffs. Al other provisions of the customer’s otherwise
applicable rate schedule shall remain n force,

Advice Letter No,
Decision No.

25165

Issued by Date Fited.

Steven L. Kkne Effective

Vice President Resolution No.

Regulation
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Distribution: Reference:

{) Applicant (Original) Elec. Accl No.:
{] Division {Original) Premises No.:
[} Field Applications Support (Original) Control No.: _
[] Customer Accounting

PACIFIC GAS AND ELECTRIC COMPANY'S AGREEMENT FOR I\ICREMENTAL
SALES TO NEW CUSTOMERS

This Agreement for Incremental Sales to New Customers (Agreement) is made betweéen
("Customer” or “The Customer™), a(n)

corporation, and PACIFIC GAS AND ELECTRIC
COMPANY ("PG&E"), a California corporation. PG&E and the Customer will be referred to
collectively herein as the "Parties™ or individually as “Party.”” Customer curtently seceives, or
potentially could receive, electric service from a competing utility, irrigation district or other
electric service provider (“Competitor”), and wishes to receive electric service from PG&E for
its premises located at
hereafter referred to as "Premises.”

This Agreement provides for a discount to be applied to Customer’s otherwise-applicable
bundled PG&E rate schedule, or suc¢eeding unbundled schedule(s), to establish an average
PG&E electric rate comparable to that which would be achieved if the Customer were to either
begin to use, or continue to use Compelltor to meet its electric service requirements. Thls

discount is determined by a standardized price calculation and is intended to attract Customer to
use PG&E's system by makmg PG&E'’s rates to Customér competitive with the rates offered by
Competitor. :

The Parties agtee to the following tenns and conditions:
AGREEMENT

1. Supplemental Agreement. This Agreement supplements and is part of the PG&E’s
Electric General Service Agreement.

2, Initial Discounted Rate, The Customer’s initial Discounted Rate under this Agreement
will be calculated as follows:

The “Competitive Rate” is:

The average rate that is (or would be) charged to Customer by Competitor, minus
out-of-pocket competitive transition and other non-bypassable charges that
Customer would be obligated to and would itself pay Competitor upon departure,
if applicable. The calcutation of the Compelitive Rate shall be adjusted as
appropriate to reflect any agreement by PG&E or any other entity to pay all or

Form No. 79-

Tariff Applications

Advice No.

Effective
Amendments 77397
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part of Customer’s obligation to pay the competitive transition or other non-
bypassable charges owed to Competitor.

In addition, in calculating the Competitive Rate, PG&E shall include out-of-
pocket competitive transition and other non-bypassable charges that Customer
would be obligated to and would itself pay PG&E upon departure, if applicable.
The calculation of the Competitive Rate shall be adjusted as appropriate to reflect
any agreement by Competitor or any other entity to pay all or part of Customer's
obligation to pay the competitive transition or other non-bypassable charges owed
to PG&E.

The “Competitive Rate” is calculated using the Competitor’s taniff rates (or other
documented non-tariff rate) and, where available, Customer’s historical bitling
usage and demand pattems. Customer’s usage may be adjusted for projected load
growth. Where historical billing usage is not available, as with the case of a new
customer, PG&E will use Customer’s projected usage pattemns over the next
twelve (12) months.

In situations whete PG&E dé¢ems that the Competitor’s tariff rates do not
effectively represent the true electric costs that the Customer is currently
receiving, or will encounter, at its premises due to receipt by the Customer of a
written non-tanifi rate offer from the Competitor, the non-tariff rate offer will be
used to make this calculation. The Competitive Rate shall not include any
surcharges or taxes. The procedures in Attachment 1 to this Agreement shall
govern whether a customer is eligible for PG&E’s Schedule E-TDI.

The “Average Rate” is:

Customer’s projected total revenues, using the same usage patterns as derived in
the above paragraphs, paid to PG&E divided by the Customer’s projected total
use. The Customer’s othenwise-applicable rate is defined as PG&E’s approved
rate that applies to the Customer’s total projected load at the time that the Average
Rateis calculated. The Average Rate shall notinclude any surcharges or taxes.

The difference between Customer's Average Rate and its Competitive Rate, divided by
the Average Rate, will be defined as the Customer's “Discount Péercentage.”
Mathematically, the Discount Percentage equals (Average Rate - Competitive Rate) /
Average Rate. The Discount Percentage shall be applied to all of the energy and demand
components of Customer’s otherwise-applicable rate schedule. These discounted energy
and demand components, along with the other non-discounted billing components found
in the Customer’s othenwise-applicable rate, shall be combined to establish the
Customer's initial Discounted Rate, This initial Discounted Rate will be subject to
possible future adjustment as desciibed in Section 2. The Customer's Discounted Rate,
and its subsequent adjustment, shall be subject to a Discount Floor (see Section 9).
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The Discount Percentage and the Customer’s initial Discounted Rate are shown in
Exhibit A. Under the methodology required above, the Customer’s Discounted Rate
cannot and shall not be set below the Customer’s Competitive Rate.

PG&E’s otherwise-applicable rate schedule that applies to the Premises is:
(Include Voltage Level).

If otherwise eligible, a customer currently taking direct access energy service from
another provider shall not be denied this tariff, and a customer already under this tarift
may later choose direct access and temain on this tariff. If otherwise eligible, new
customers and new 10ad taking direct access service shall not be denied this tariff.

Rate Index. The Competitive Rate component of Customer’s initial Discounted Rate
will be adjusted annually by an index. The index will be equal to the percent change in
the average rate charged by the Competitor for service to its customers.

Mathematically, the index is equal to “(new Competitor Average Rate - current
Competitor Average Rate)/current Competitor Average Rate”, where “new Compxtitor
Average Rate” and “current Competitor Average Rate” are both designated from the EEI
publication, Competitor’s published annual report, or any other publicly available source
of information.

One year following, and on each anniversary of the Commencement Date (defined
below), the Customer’s Discounted Rate will be adjusted. This adjustment will be done
by multiplying the Customer’s Competitive Rate from the previous year, by the newly
calculated Index, and adding the product to the prior Competitive Rate. The newly
revised Competitive Rate and the most current PG&E CPUC-approved rate schedule(s)
will then be used to calculate the new, adjusted Discounted Rate for Customer.

Informational Requirements. To qualify for this Agreement, Customer must first
provide PG&E with the following information as it applies to its Premises:

o written rate offer from Competitor;
o projected electric usage requirements from PG&E’s system,

¢ any other Customer operational information that PG&E deems pertinent to the
analysis.

Customer will sign under the penalty of perjury, have notarized, and deliver 16 PG&E an
affidavit attesting to the fact that without the discounted PG&E rate, it would take service
from, or continue (o take service from, the Competitor for electric transmission and/or
distribution service (Exhibit B). PG&E shall evaluate the information provided by
Customer and any other available information and determine in its sole discretion
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whether Customer qualifies for this Agreement. Should PG&E conclude that Customer’s
proposed T&D service altemative is not viable for Customer, resulting in denial of a
discounted rate to Customer, Customer may file a complaint with the CPUC contesting
PG&E’s conclusion.

Requirement of Delivery of Electricity through PG&E’s System. Customer shall use
PG&E-delivered electricity for its total electrical load requirement throughout the term of
this Agreement. Customer shall not use any electricity that is not delivered by PG&E
unless the Customer is:

o utilizing emergency generation in the event of an outage;

- e testing such emergency generation facilities (not to exceed 10 hours per month); or

e given prior written permission by PG&E for similar operational events.

If Customer utilizes any electricity not delivered by PG&E other than provided above,
then PG&EE may terminate this Agreement as specified in Section 10 (“Termination™).
If Customer chooses to take direct access energy services from another provider,
Customer shall receive, on the bill, PX charges (including but not limited to charges for
commodity and ancillary services), public purpose program charges, transmission and

distribution charges, CTC charges, and charges for competitive or unbundled services
(including but not timited to billing, metering, and credits) to the extent that the
calculation and presentation of this information is approved by the Commission in the
Cost Separation proceeding.

GENERAL TERMS AND CONDITIONS

6.

Commencement Date, For customers not currently taking service with eithet PG&E or
Competitor, this Agreement shall take effect no earlief than the date at which, in PG&E's
judgment, the customer would have begun taking secvice from Competitor. The
Customer will be billed at the initial Discounted Rate on the Customer’s first regular
scheduled meter read date after this Agreement is fully executed. This date shall be
deemed the “Commencement Date.”

Term. This Agreement shall rtemain in eftect until December 31, 2001.

Regulatory Authority, This Agreement shall at all times be subject to such changes or
modification by the Public Utilities Commission of the State of California (CFUC) as
said Commission may, from time to time, diréct in the exercise of its jurisdiction. Such
action by the CPUC may be grounds for termination of this Agreement by either Party.

Amendmerds 77397
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Discount Floor. Over the term of this Agreement, the sum of the electric charges
collected by PG&E from the Customer, exclusive of any additional applicable taxes or
surcharges, shall not fall below the sum of the following: (1) a level one hundred and
twenty percent (120%) of PG&E's total, customer-specific, marginal cost to serve; plus
(2) the portion of Customer’s otherwise applicable PG&E tariff comprising PG&E’s
unéconomic costs pursuant to Public Utilities Code Sections 367, 368, 375 and 376. Part
(2) of this floor shall not prevent PG&E from matching Competitor’s offer where
Competitor or any other ¢ntity has agreed to pay Customer’s competitive transition or
other non-bypassable charges owed to PG&E, provided PG&E’s matching offer: (a) does
not fall below part (1) above of the floor; and (b) does not result in less revenue to PG&E
from competitive transition or other non-bypassable chargés than would occur under
Competitor’s offer (“Discount Floor”). These marginal ¢osts will be determined using
the CPUC-approved methodology for such caleulations in force for this Agreement as
these may change or be amended from time to time. On each anniversary of the
Commencement Date, PG&E shall compute the total revenue it has ¢ollected to date from
the Customer, and the sum of the monthly overpayments and underpayments by the
Customer relative to PG&E's Discount Floor to ensure that PG&E has collected, at a
minimum, the Dis¢ount Fl6or amount. The Parties agrée that if at any time the revenues
collected up to the review date fall below the Discount Floor, Customer shall pay PG&E
a lump sum equal to that shortfatl amount. PG&E shall notify ¢ustomer of any lump sum
payment obligation, according to Section 11, no later than thirty (30) days afier the
anniversary of the Commencement date. This payment will be due and payable in full,
without interest, thirty (30) days after PG&E has notified the Customer in writing of its
payment obligation.

If a shortfall occurs, and after all shortfall payments described above have been made by
Customer, the Customer may request that PG&E simply bill the Customer at a rate equal
to the Discount Floor. PG&E will continue to do so until such time as the Customer’s
Discounted Rate exceeds the Discount Floor, at which time the Customer will once again
be billed at the Discounted Rate established in this Agreement. This provision is
intended to eliminate the potential for any future lump sum shorifall payments by the
Customer.

Termination, The Customer may terminate this Agreemeht at any time prior to the end
of its term by giving PG&E a minimum of thirty (30) days written notice of such
termination.

PG&E may terminate this Agreement upon thirty (30) days written notice to Customer if
Customer uses electricity not delivered by PG&E to supply the electrical load at the
Premises for a total of nine hundred (900) hours during the term of this Agreement.

Either Party may terminate this Agi¢eement upon thity (30) days written notice in the
event any regulatory body or court of competent jurisdiction finds that a provision of this
Agreement, or a portion thereof is unenforceable or invalid, and the terminating Party

Amendments 7/397
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determines, in good faith, that the remaining provisions of this Agreement have been
rendered unenforceable or disadvantageous.

Notice. Any notice either PG&E or Customer may wish to give to the other must be in
writing. Such notice must be either hand delivered, or sent by U.S. registered mail,
postage prepaid, to the person designated to receive notice for the other Party, or to such
other address as either may designate by written notice. Notices delivered by hand shall
be deemed effective when delivered. Notices delivered by mail shall be deemed effective
when received, as acknowledged by the receipt of the certified or registered mailing.

To: (Customer)

To: PG&E:
Pacific Gas and Electri¢ Company
Tanff Applications
123 Mission Street, Mail Code H28H
San Francisco, CA 94106

Service Reliability, PG&E's standard for reliability of service for Customer shall be as
dictated in PG&E's Electric Rule 14 or its successor; a copy is attached as Exhibit C and
is incorporated by reference herein.

Assignment. Customer may not assign this Agreement to a third party without the prior
written permission of an authorized representative of PG&E. Any assignment is subject
to any applicable CPUC authorization or regulation except as waived by the CPUC.

Applicable Laws. This Agreement shall be subject to and interpreted under the laws,
rules, and regulations of the State of California and the CPUC, and PG&E’s Electri¢
Rules.

Agreements Submifted (o the CPUC, A copy of this Agreement will be submitted to
the CPUC, PG&E shall use reasonable efforts to protect Customer’s identity and
information the Customer has identified in writing as proprietary.

Severability, In the event that any of the provisions, or portions thereof, of this
Agreement are held to be unenforceable or invalid by any court of competent jurisdiction,
the validity and enforcement of the remaining provisions or portions thereof shall not be
affected thereby; provided, however, that should either Party determine, in good faith,
that such unenforceability or invalidity renders the remaining provisions of this
Agreement economically infeasible or disadvantageous, such Party may terminate this
Agreement upon thirty (30) days prior written notice to the other.

6
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Conflicting Provision. This Agreement shall supersede the terms and conditions set
forth in the Customer’s othenwise-applicable rate schedule and any other applicable
standard CPUC approved tariff in the event of conflict. Othenwise, all other CPUC-
approved standard tariff terms and conditions shall remain in force and be applicable to
this Agreement.

Force Majeure. Neither Party hereto shall be liable for any failure of performance, other
than the ¢ontinuing obligation to make payments due heteunder for periods prior to the
event of force majeure, owing to causes beyond its reasonable controt and the occurrence
of which could not have prevented by the exercise of due diligence. Refusal by either
Party to accede to demands of laborers or labor unions that it ¢onsiders unreasonable shall
not deny it the benefits of this provision. If either Party hereto is unable, for any reason,
to deliver or receive full or partial quantities of electricity contémplated by this
Agreement due to force majeure, the Party so unable to perform shall promptly advise the
‘other Party that such condition exists, and the Parties shall suspend operations under this
Agreement to the extent dictated by the force majeure event, until the event of force
majeure is remedied and both Parties can once again deliver and receive electricity,
respectively. Any force majeure event shall be remedied as far as possible with all
reasonable dispatch. The term "force majeure” as employed herein shall include, but is
not be limited to: acts of God; strikes or other industrial disturbances; acts of a public
enemy; the direct or indirect effect of govemmental orders, actions, or interferences; civil
disturbances; explosions; breakage of or accidents to machinery or power lines; power
outages; the necessity of making repairs to or alterations of machinery or power lines;

" landslides: lighting; earthquakes; fires; storms; floods; and washouts. Force majeure
shall not include financiat considerations.

No Consequential or Incidental Damages. PG&E shall not be liable for any
consequential, incidental, indirect, or special damages, including but not limited to lost
profits and loss of power related in any way with the performance of either Party under
this Agreement.

Waiver. A waiver by either Party or any one or more defaults by the other hereunder
shall not operate as a waiver of any future default or defaults, whether of a like or of a
different character.

Amendments 77497
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N WITNESS THEREOF, the Parties have executed this Agreement in multiple originals of
equal dignity by their respective duly authorized representatives.

Executed this dayof . 19

| PACIFIC GAS AND ELECTRIC COMPANY
Customer (PG&E)

“Signature - - } - Signature

(Type bx"pri'nt ném'e)‘ o (Type‘br’pﬁnt hame)

TITLE: 5 " TITLE:
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Procedure for Determining Which Customers Are Eligible
to Receive Schedule E-TD and E-TDI Offers Where
Section 374(a) CTC Exemptions May Apply

The procedure described below will be used to determine customers’ CTC exemption
status for the limited purpose of determining which customer accounts are eligible to
receive Schedule E-TD and E-TDI offers from PG&E. The procedure does not supersede
any other Commission-adopted tariffs or rules including those for deteriining departing
customers’ responsibilities and obligations to pay CTCs and other non-bypassable
charges.

1. For each irrigation district (ID) with Section 374 exemptions (either allocated by the
Califomia Energy Commission (CEC) through Section 374(a)1) or granted direcily
by Section 374(a)(2)), PG&E will maintain two lists: an Exempt Customer List
(Exempt List) and a Non-Exempt Customer List (Non-Exempt List). These two lists
will officially document the exemption status of customer accounts, as designated by
the ID, and their associated loads. For IDs that are subject to the 50 percent
agricultural pumping requirement of Section 374(a)(1), the Exempt List will also
separately track ag pumping and non-ag pumping loads. The ord¢r in which customer
accounts are added to the Exempt List will determine thelr priority for receiving
exemplions in situalions where either the total load of the accounts on the Exempt
List exceeds the ID’s cumulative allocation for the year, or the 50 percent agricultural
pumping requirement is not met (see Section 12 below). Exceplas noted in Section
12 below, exemptions apply to the entire load of the customer account, and may not
be shared between accounts.

. Pursuant to Section 374(a)(1) and the CEC’s April 2, 1997 decision, cumulative
exemption allocations for IDs other than Merced 1D are as follows (in megawatts):

iD 1997 1998 1999 2000 2001
Modesto 14.0 15.0 22,0 30.0 35.0
Fresno 0.0 9.0 13.0 i5.0 200
Laguna 0.0 20 4.0 6.0 8.0
S. San Joaguin 0.0 2.0 4.0 6.0 8.0
Total 14.0 28.0 43.0 57.0 71.0

Pursuant to Section 374(a)(1)(D), at least half of each year’s atlocation to an irrigation
district shall be applied to that portion of load that is used to power pumps for
agricultural purposes.
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3. Pursuant to Section 374(a}2), cumulative exemplion allocations for Merced 1D are as
follows (in megawatis):

1D 1997 1998 1999 2000 2001
Merced 238 - 36.6 49.4 62.2 75.0

. An1D can assign a customer account to the Exempt List at any time by nofifying
PG&E in writing via panafax. Prior to adding the account to the Exempt List, PGKE
will check to see whether the addition of the account to the Exempt List would cause
either:

(a) the total 1oad of all accounts on the Exempt List 10 exceed the ID’s cumulative
exemplion allocation (shown in Section 2 or 3) for that year by an amount
greater than 20 percent of the account’s load; or

(b) (for IDs that are subject to the 50 percent agricultural pumping requirement
only) the total 1oad of all non-ag pumping a¢counts on the Exempt List to
exceed half of the ID’s cumulative exemption allocation (shown in Section 2)
for that year by an amount greater than 20 percent of the account’s load.

If the addition of the account would cause either (a) or (b) to occur, the customer will
not be added to the Exempt List (although it may be added the following year, if
additional exemptions become available). Otherwise, the account will be added to the
Exempt List

. Ifacustomer approaches FG&E with a competitive offer from an ID with Section
374(a)(1) or Section 374(a}{(2) exemptions, either to solicit a counter-proposal or to
nolify PG&E of its plans to disconnect (pursuant to Section 4.A of PG&E’s CTC
tariff), or if PG&E otherwise learns that the customer has departed (i.e., the customer
violates Section 9601 (b)), PG&E will follow the procedure described below to assign
the customer’s account to cither the Exempt List or the Non-Exempt List:

a. PG&E will make a written panafaxed inquiry to the ID regarding the
exemption slatus of the customer account. The 1D must designate in writing
via panafax within five working days whether to place the account onthe
Exempt List or the Non-Exempt List.

. Ifthe ID designates the account for the Exempt List, PG&E will check to see
whether the addition of the account to the Exempt List would cause either:

(i) the total load of all accounts on the Exempt List to exceed the ID’s
cumulative exemption allocation (shown in Section 2 or 3) for that year
by an amount greater than 20 percent of the accpunt’s load; or

Id

4
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(i1) (for IDs that are subject to the 50 percent agricultural pumping
requirement only) the total load of all non-ag pumping accounts on the
Exempt List to exceed half of the ID’s cumulative exemption allocation
(shown in Section 2) for that year by an amount greater than 20 percent
of the account’s load.

If the addition of the account would ¢ause either (i) or (ii) to occur, the
‘customer will not be added to the Exempt List (although it may be added the
~ following year, if additional exemptions become available). Othérwise, the
account will be added to the Exempt List.

- If the ID designates the account for the Non-Exempt List, then the customer
will be placed on the Non-Exempt List.

. If the ID does not respond in writing via panafax within the stiputated time
period, the default assumption is that the 1D does not intend to offer a CTC
_ exemption, and the account will be placed on the Non-Exempt List.

6. Ifadispute arises about the assignment of a customer to the Exempt List (including
the assignment of its load to the ag pumping vs. non-ag pumping categories), the
customer will temporarily be assigned to a third list, the Disputed List. The dispute
will be referred (0 2 grievance committee, who will issue a decision within 30 days of
the notice of the dispute. The decision of the grievance committee will be final.

The dispute resolution process will be as follows:

a. If PG&E contests the assignment of the customer's load to the Exempt List, it will
notify the ID within 3 days of receipt of the notice of the assignment that it
contests the status, with copies to the members of the grievance commiltee.

. The grievance committee will be composed of a representative from PG&E, a
representative from the ID, and a representative from either the CEC or from a
private judging service that is agrecable 10 both parties. Within 15 days of the
issuance of a final decision in this proceeding, the settling parties will designate
the third representative via a filing to the CPUC.

Once the grievance committec has received written notice of the dispute, it may
investigate the facts through written requests for information, but must hold a
meeting within 14 days of the notice of the dispute. At the ineeting both parties
will have an opportunity to present what each considers to be pertinent facts for
resolution of the dispute. The parties will cooperate 16 provide prompt and
reasonable discovery prior to the meeting. Any disputes regarding discovery will
be resolved by conference call with the grievance commiltee.

, :

I
7
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d. A written decision of the propér assignment of the customer’s load to either the
Exempt List or Non-Exempt List must be issued within 10 days of the meeting.

Once the dispute is resolved, the account’s 1oad will be assigned to the Exempt List or
Non-Exempt List pursuant to the outcome of the dispute resolution process.

If PG&E issues a notice of a dispute pursuant to Section 6.a above, then during the
30-day resolution period the customer cannot be connected to the ID's system.

. For purposes of determining exemption status, and to assess compliance with the 50
percent agricultural pumping requirement in Section 374(a){1)(D), customer loads
will be estimated on a one-tinie basis at the time they are placed on the list using the
method prescribed by the CEC’s December 24, 1996 Instructions for Applications
For Irrigation District Exemption Allocations.! These load eslimates will remain
fixed throughout the transition period regardless of subsequent changes in customer
usage patiems.

. PG&E will update both the Exempt List and the Non-Exempt List on an ongoing
basis as additional customer accounts have their status designated by the ID. Al ID
designations are binding and cannot subsequently be changed, with the following two
exceptions. Ifa customer on the Exempt List that is taking service from an 1D
subsequently either: (a) ceases doing business; or (b) retums to PG&E service; then
the customer will be removed from the Exempt list and the customer’s exemption
allocation will revert back to the 1D for possible use elsewhere.

. Both lists will be maintained on a confidential basis, but will be made available by
PG&E upon request to the 1D and Commission staff. At the time they are added to
the Exempt List, customers will be provided with information pertaining to their
individual accounts® loads and exemptions, with copy sent to the ID.

10. PG&E agrees not to offer Schedule E-TD or E-TDI to any customer account on the
Exempt List or the Disputed List.

11. PG&E may offer Schedule E-TD or E-TDI to any customer account on the Non-
Exempt List, so long as all tariff eligibility requirements are met.

! Pursuant to Section 374(bX2XD), the loads already served by Merced ID as of June 1, 1996 shall be
deducted from its 75 MW allocation, and the remaining allocation phased in over five years in accordance
with Section 374(bX2XA). These statutory provisions mean that Merced's Exemplion List already
includes 11 MW of load that departed PG&E’s system prior to June 1, 1996, and Merced's remaining
exemplion allocation totals 64 MW. The 13 MWV allocation is assumed to start in 1997, while the
remaining 64 MW allocation is phased in equa!ly{n'cg the five-year transition peried.

t4
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12. The last account added to the Exempt List may still be obligated to pay CTCs for the
portion of its load that, in combination with the loads of all other accounts on the
Exempt List, exceeds the ID's cumulative ex¢emption allocation for the year. In
addition, some or all customer accounts on the Exempt List may be obligated to pay
CTCs until such time as the 50 percent agricultural pumping requirement under
Section 374(a)(1)}(D) has been met.
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DISCOUNT AMOUNT
WORKSHEET

I CUSTOMER'S COMPETITIVE RATE
(reference Tariff Sheet(s) or other written offer,
attach calculations)

II. CUSTOMER'’S AVERAGE STANDARD RATE
(under othenwise-applicable rate, attach calculations)

Il. DISCOUNT PERCENTAGE
(Average Rate - Competitive Rate)/
~Average Rate

- Apply Discount Percentage to enérgy and demand charges to determine Customer’s initial
Discounted Rate.

Customer’s initial Discounted Rate, less non-¢nergy and non-demand components of
Customer’s otherwise-applicable rate schedule

Mark “N/A” if the charges is not applicable:

SUMMER :

Demand Charges Energy Charges

Maximum _ per kW per kWh
On-Peak per kW _per kWh
Partial-Peak per kW -_perkWh
Off-Peak _per kW per kWh

WINTER
Demand Charges Encrgy Charges
Maximum _per kW per kWh
On-Peak , per kW . per kWh
Partial-Peak per kW pet kWh
Off-Peak  __ per kW per kWh

Amendments 1/V97
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EXHIBITB

MATERIAL FACTOR
AFFIDAVIT

Under penalty of pegury, I, , hereby state:

I am the of
(Title) (Company)

CorpOrélion, and am authorized and am authorized to make

(State)

this affidavit on behalf of (“Company™).
(Company)

Pacifi¢c Gas and Electric Company (PG&E) and Company propose to enter into an agre¢ment
under which PG&E would deliver electric service to Company’s premises. This Proposed
Agreement for Discounted Rates For Incremental Sales to New Customers (“Agreement™)
conveys PG&E's offer of an electric service pricing discount at our Premises if Company
decides to receive electric service through PG&E'’s transmission and/or distribution system.
Currently we estimate that our Premises would require approximately kWh/yr, of
new electric load to be served by PG&E’s transmission and/or distribution system.

Premises Location

Company has decided to proceed to receive electric service from PG&E's proposed transmission
and/or distribution facility at this time. Furthermore, the pricing discount offered by PG&E in the
Agreement is the sole material factor in Company's decision to elect to receive service from
PG&E.

Executed at , Califomia, this day of .19

Notarized by:

(enter full Company name)

By:

Amendments 77397
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EXHIBITC

RULE 14 -- SHORTAGE OF SUPPLY AND
INTERRUPTION OF DELIVERY
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Revised Cal. P.U.C. Sheet No.
Pacific Gas and Electric Company Cancelling Revised Cal. PU.C. Sheet No.
San Francisco, California

RULE 14--SHORTAGE Of SUPPLY ANO
INTERRUPTION OF DELIVERY

PGSE will exercise reasonable diligénce and care to furnish and
deliver 3 continuous and sufficient supply of electric energy to the
customer, but does not guarantée continuity or sufficiency of supply.
PGLE will not be liable for interruption or shortage or insufficiercy
of sggply. or any 1oss or damage of an{ kind of character occasioned
therédy, if same is caused by inevitable accident. act of God. fire,
strikes. riots, war. or any othér cause except that arising from its
failure to exercisé reéasondble diligence.

PGAE, whenever it shal) find it nécessary for the ﬁurpose of making
repairs or improvements to its system, will have the right to suspénd
temporarily the delivery of electric energy. but in 311 such cases, as
reasonable notice thereof as circumstancés will permit, will beé given
to the customers, and the making of such regairs or improvements will
be prosecuted as ra?idly as may be practicable, and, if practicable,
at such times as will cause the least inconvenience to the customers.

In case of shortage of supply and during the period of such shortage,

its customers as shall be ordered or directed from time to time by the
by a power administrator or other official appointed by it for that
purpose. In the absence of such order or direction by the Railroad
Comission. PGSE will, in times of shortage, apportion its available
;ggg:g]gf énergy among all customers in the most reasonable manner

L

PGEE will make such ??portionment of its available supply of energy among
Raflroad Comission of the State of California. acting either directly or

Advice Letter No. 1306.E Issued by Date Filed

July 12, 1990

Decision No. Gordon R. Smith Effective Auqust 21, 1950

Vice President and Resolution No.

6784 . Chiel Financial Officer
12
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PG&E’s amended Schedule AG-8 Tariff, including
attached Agreement for Deferring the Installation of
Engine-Driven Agricultural Pumping

AMENDED

Tariff Amended July 9, 1997
Agreement Amended July 3, 1997
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. Original  Cal. P.U.C. Sheet No.
Pacific Gas and Bectric Company Cancelling Cal. P.U.C. Sheet No.
]

San Francisco, California

SCHEOULE AS-B--DEFERRAL OF GAS AND DIESEL ENGINE-ORIVEN PUMPING FACILITIES

APPLICABILITY: This tariff is avaflable to new and existing agricultural water pumping
custorers who would otherwise replace their electric motor, or motors,
with fnternal combustion engine(s) powered by natural Jas or diesel fuel.

A customer pay be served under this tariff if 70 percent oF more of the
‘eaergy usé is for pumping water for agricultural end-uses. Agricultural
end-uses include growing ¢rops, raising livestock, purping water for
agricultural irrigation, or other uses which involve production for sale,
_and whith do not change the form of the agricultural groduct. This
schedule 15 not applicable to service for which a résideatial or
comrércial/industrial tariff i$ applicadble. —

Service under this tariff and termindlogy in¢luded in the following

sectfons 18 further defined fn Standard Form 79-XXXX Pacifié Gas and

Electric Comp!ny's‘Agreement for Deferring the«lnstallatioz of Engine-
¢

Oriven Agricultural Pumping and its acéompanyirg exhidbits (*Agréement®).
An aceount 3erved under the DAP or GAP programs or o4 Schedulés AG-6 orf
AG-<7 18 not eligible for this tariff.. -

TERRITORY: -This tariff applies everyiﬁere PGLE proiides electricity service,

gLIGIBILITY: To be eligible for service under this tariff, a custorer must méet all of
the followifg ¢onditions: “[l’ qualify as an agricultural wate¢ pumping
customér as defined dbove; (2) the total load &f the accounts 1isted in
Exhibit A of the Agreément must be at teast 100 horsepdwer (nominal

-~ eAgine) and each 1dad myst be at least 50 hiriepéwer (ndminal engine) and

optrate A ninfrur of 1,000 hours per year; (3) demonstrate to PGRE’'s
satisfaction, b{ providing required documentation, the validity and
vidbility of altl elements of the customer's Com?etittve Rate offer or :
alternative; and (4) sign the Agreement (including affidavit stating that
the availability of this tariff is the détidin? factor in the Customer’s
detisfon not to install the engine-driven pumping facilities).

I1f otherwise eligible, a customer currently taking diréct access energy
service from another provider shal) not be dénfed this tariff, and a
customer already under this tariff may Yatar chodse diréct access and
remafn ¢n this tarifi.  If otherwise eligible, new customers and new load
taking direct access service shald not be denied this tariff.

MATERIAL FACTOR In addition to the required afffdavit, a customer wil) be required to
ARD INFORMATION provide business operation information and engine driven pumping facility
REQUIREMENTS plans that are relévant to establishing the competitive rate Ievel, or
;ezgfglng its subsequent rate level, as it 2pplies to the ¢ustomer's
r '

PGLE shall evaluate the compétitive offer to determine fts credibility and
viability, and to ensyre that there are no eavironmental or legal barriers
to the transactien. Iy the deferral of {nstallation of eagine-driven
pun?lng facilities that meet all state and federal standards and codes

will qualify a customer for this tariff.

Inforration requirements are dutlined in the Agreement. However, if a
customer disagrees with PGAE's conclusfon regarding the credibilitg of any
information provided by the customer, the cudtomer may contest PGAE’s
decisfon by filing a ¢omplaint with the CPUC.

Advice Letter No. Issued by Date Fited.
Decision No. Steven L. Kfins Effective

Vice President Resolution No.
25140 . Regulation
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Original  Cal. AU.C. Sheet No.

Pacific Gas and Electic Company Cancelling Cal. P.U.C. Sheet No.
ul&'] San Francisco, California

SCHEOULE AG-8--DEFERRAL OF GAS AND OBESEL ENGINE-ORIVEN PUMPING FACILITIES
{Continued)

for each qualifying account included in Exhibit A of the Agreement, an
eli?ible customer’s ratés will be discounted from the otherwise applicadle
tariff as described in the Agreement. Each rate fs based on theé aceount.
specifi¢ historical or groiected billing deteratinants, the rate schedule
in effect at the time the Agresment is executed, the éompetitive Rate, and
the ¢alculated Discount Percentage, and {$ subject to the provisions of
the Discount Floor and the Index reférenced below. 1In cale¢ulating the
Competitive Rate, PGLE shall include out-of-pockel ndn-bypassable charges
that the ¢ustémer would be obligated to and would jtself an PGAE upoh
departure, §f applicable, The rethod of ¢alculation of the inftial
Oiscounted Rate is described in the Agreément.

-Each a¢count will receive an inftial Oiscounted Rate that results in an
annual average elactri¢ rate comparable to that which would bé achieved by
the customer fnstalifng thé engine-drivén pumping facility. PGSE'S
Discountéd Rata shal) include a 5 percent prenfum to account for the
perceived value of electricity relative to other fuels 1A agritultural
purping applications. In no event will the inftial Oiscounted Rate result
fn an average rate that is below that which would be achieved by the
customer fnstalling the engine-driven purping facility. -

0n January | of each year of the Agreement term the fnitial Discounted
Rate will be adjusted by an index applied to the determinants of the
Competitive Rate. The Tndex will be equal to the ?ercent change in the
. indices of the average ¢ost to own and operate éngine-driven pumping
faciifties. The method of calculation 15 described 1a the Agreement.

for a customér whd chodses to take direct dccess edergy services from
zhother provider, the fustomer shall receive, oa the bill, PX charqges
(intluding but ndt Vinited to charges for commodity and ancillary =
services) sublic purpase progran charges, tradsmission and distribution
charges, & ch;tges. and chArges for competitive or unbundled services
(fn¢luding but aol limited to Billing, qeterin?; and credits) to the
-extent that the calculatfon and presentatien of this fnformation fs
approved by the Comission tn the Cost Separation proceeding.

BILLING Annual energy usage and demand for each elfgible account will be

CETERMINANTS: deternined using €'s billing data from the twelve (12) moaths
fmmedfately preceding the date the custorer requests to be considered for
service under this tariff. 1f such billing data are not avaflable, or if
the customer's operation is expected to sfgaificantly change within the
next year, PGAE'S estirate of the customer’s upcoming twelve (12) months
of usage and demand will be used for purposes of ¢alculating the discount,

OISQUALIFICATION:  PGLE may, at fts solepgiscretion. disqualify a customer from obtaining
this discount 1f (1) £ believes that the costs to provide adequate T80
facilities makes discounting to & particular customer uneconomic (that {s,
the Discounted Rate does not exceed the marginal ¢osts to serve the
customer plus 20 perceat); or (2) a customer severely constrains the
existing T80 system in such a way that the customer's mrarginal costs in
the future are expected to be above the price that would otherwise result
from this tariff.

CONTRACT TERN: The Agreement established by this tariff has a term of up to five
) years, But tn no ¢ase shall any such Agreement entered into under this
tariff remain 1n effect after Décember 31, 2001.

COMMENCEMENT DATE: Service under this rate schedule will coomence with the customer's first
reqular scheduled meter read date after the agreerent §s fully executed.
The start date shall be no earlfer than the date at which, in PGRE’S
judgmi?:._the customer would have begun taking service from the
competitor. .

{Continued)

Advice Lelter No. Issued by Date Fited
Decision No. Steven L. Kkne Effective

Vice President Resolution No.
25141 ) Regulation




A.94-12-005 APPENDIX B Page 47

) Original  Cal. P.U.C. Sheet No.
Pacific Gss and Eectric Company Cancelling Cal. P.U.C. Sheet No.
at'&§'] San Francisco, California

SCHEOULE AG-8--DEFERRAL OF GAS AND OIESEL ENGINE-ORIVEN PUMPING FACILITIES
(Continued)

O1SCOUNT FLOOR: Over the térm of the A?reenent. the sum of the char?es collected by PGRE
from the custorer, éxclusive of any additional applicable taxes or
sursharges shall not fall beléw a level one hundred and twenty percent
(1201) of PHAE's total, customer-specific, warginal cost to serve. The

Oiscount Floor is defined 1n the Agreement.

RATES AND RULES: A1Y applicable rates, ruleés and tariffs shall remain in force for a .
customer that signs the Agréement. . In the eveat of a coaflict, the terms
and conditions provided within this tariff shall supersede those set forth
in the standard (PUC-approved tariffs, A1l other ﬁrovisions of the
customer’s othérwise applicadle rate schedule(s) s

311 rerain in force.

Adv,:te Letter No. Issued by Date Filed
Decision No. Stevan L. Kéne Effective

Vice President Resolution No.
25142 ) Regufation
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[} Field Applications Suppoit (Original)
(] Custemer Accounting

PACIFIC GAS AND ELECTRIC COMPANY'S AGREEMENT FOR DEFERRING THE
‘ INSTALLATION OF ENGINE-DRIVEN AGRICULTURAL PUMPING

This Agreement for Deferring the Installauon of Engme Driven Agricultural Pumping
(Agreement) is made between » ("Customer™ or *“The
Customer”), a{n) corporation, and PACIFIC GAS AND
ELECTRIC COMPANY ("PG&E"), a Catifornia corporation. PG&E and the Customer will be
referred to collectively herein as the "Parties” or individually as “Party.” The Customer is
deferring the installation of engine-driven pumping facilities for bypassing the delivery of
electricity by PG&E at the Customer’s qualifying account(s) serving agricultural pumping load as
listed in Exhibit A.

This Agreement provides for a discount to be applied to Customer’s otherwise-applicable non-
discounted PG&E agricultural bundled rate schedule, or suc¢eeding PG&E agricultural
unbundled rate schedule(s). The discount will establish an average electric rate comparabtle to
that which would be achieved if the Customer were to obtain its energy from a competing utility
or vendor (“Competitor”) through the installation of an engine-driven pumping facility which is

fueled either by natural gas or diesel fuet (“Discount”). This Dis¢ount is determined by a
standardized price ¢alculation on an account by account basis and is intended to, in whole or in
part, compensate the Customer for the deferral of such installation. The Parties agree to the
following terms and conditions:

AGREEMENT

1. Initial Discounted Rate. The Customer’s initial Discounted Rate for each account under
this Agreement will be calculated as follows:

The “Competitive Rate” is

The average rate that would be charged to Customer by Competitor including out-
of-pocket non-bypassable charges that the customer would be obligated to and
would itself pay PG&E upon departure, if applicable. The “Competitive Rate”
will be calculated using the Competitor’s price offer and other terms and
conditions for the engine-driven pumping facility (or other documented non-taniff
rate offer) and Customer’s projected billing determinants which are consistent
with those contained in the Competitor's offer. The calculation of the
“Competitive Rate” will include a five percent premium to account for the

Form No, 79-

Tariff Applications

Advice No.

Effective
Amendments 77397
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perceived value of electricity relative to other fuels in agricultural pumping
applications.

In situations where PG&E deems that the Competitor’s tariff does not effectively
represent the true energy costs that the Customer will encounter at its site due to
receipt by the Customer of a written non-tariff rate, or other competitive, offer
from the Competitor, the non-tariff rate, or other competitive offer, will be used to
make this calculation. The Competitive Rate shall not include any surcharges or
taxes.

The “Average Rate” is:

The Customer's “Average Rate” is calculated as Customer’s projected total
revenues paid to PG&E divided by the Customer’s projected total kWh use,
during the first calendar year of the Agreement. Calculation of total revenues will
be based on the Customer’s non-discounted otherwise-applicable rate schedule in
cffect upon execution of this agreement. Because agricultural electric usage can
fluctuate widely, agricultural customers have the option, once a year, to change
their rate schedule(s) to best reflect their curient usage patterns. If the Customer
chooses a new non-discounted rate schedule, they must notify PG&E in writing
pursuant to section 10 of this agreement by December 1 prior to recalculation of
the next year's Rate Index. The change in rate schedule(s) will only be made
coincident with the annual Rate Index ¢hanges to the Customer’s Dis¢ount
Percentage. In such cases, the Customer’s new selected rate schedule(s) will be
used to re-calculate the Average Rate. The Average Rate shall not include any
surcharges or taxes. '

The difference between Customer's Average Rate and its Competitive Rate, divided by
the Average Rate, will be defined as the Customer’s “Discount Percentage.”
Mathematically, the Discount Percentage equals (Average Rate - Competitive Rate) /
Average Rate. The Discount Percentage shall be applied to all of the energy and demand
components of Customer’s otherwise-applicable rate schedule for each of the Customer’s
accounts. These discounted energy and demand components, along with the other non-
discounted billing components found in each of the accounts’ rate schedule, shall be
combined to establish the Customer’s initial “Discounted Rate.” This initial Discounted
Rate will be subject to possible futwre adjustment as described in Section 2. Customer’s
initial Discounted Rate, and any subsequent adjustment, shall be subject to a Discount
Floor (see Section 8).

The Discount Percentage(s) and the Customer’s initial Discounted Rate(s) are shown in
Exhibit A. Under the methodology required above, the Customer's Discounted Rate
cannot and shall not be set below the Customer’s Competitive Rate.

The Customer’s otherwise-applicable rate schedule for each account is shown in Exhibit
A

Amerdments 797
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If otherwise eligible, a customer currently taking direct access energy service from
another provider shall not be denied this tariff, and a customer already under this taniff
may later choose direct access and remain on this taniff. If otherwise eligible, new
customers and new load taking direct access service shall not be denied this tarif¥.

Rate Index. The Competitive Rate components of the Customer's initial Discounted
Rate may be adjusted every calendar year by an index (*Index”). The Index will be equal
to the percent change in the indices of the average ¢ost to own and operate engine-driven
pumping facilities.

Mathematically, the Index is equal to (new Natural Gas, or Diesel, Cost - current Natural
Gas, or Diesel, Cost)/current Naturat Gas, or Diesel, Cost), where new “Natural Gas, or
Diesel, Cost” and current “Natural Gas, or Diesel, Cost” are designated by one of the
applicable following indices:

For customers who were considering an engine-driven pumping facility powered by
natural gas:

The Natural Gas Cost will be based upon a forty-five percent (45%) weight of the
consumer price index (CPI) as posted by the Department of Labor, and a fifty-five
percent (55%) weight of the change in Southem California Gas Company’s gas
engine irrigation rate (transportation and commodity.)

For customers who were considering an engine-driven pumping facility powered by
diesel fuel:

The Diesel Cost will be based upon a thirty-three percent (34%) of the consumer
price index (CPI) as posted by the Department of Labor, and a sixty-six percent
(66%) weight of the change in annual average price of Platt’s #2 diesel fuel oit,
San Francisco, California.

Effective with the Customer’s first meter read date after January 1 of each year within the
contract term, the Customer’s Discount Percentage will be adjusted only if the change in
the newly calculated Index is greater than, plus or minus, ten percent (+/-10%). Any
adjustment will be done by multiplying the Customer's Competitive Rate from the
previous calendar year by the newly calculated Index to yield an “Updated Competitive
Rate.” The rate schedule(s) applicable to the accounts listed in Exhibit A shall be used to
calculate an “Updated Average Rate,”” The adjusted Discount Percentage shall equal:
(Updated Average Rate - Updated Competitive Rate)/Updated Average Rate. A new
Exhibit A will be created and attached to this contract each year.

Informational Requirements. To qualify for service under this Agreement, Customer
must first provide PG&E with the following information and demonstrate, to PG&E's
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satisfaction, the credibility of the information as it applies to Customer’s accounts listed
in Exhibit A:

Written ofter from Competitor(s);

Customer’s (or Competitor’s) economic analysis of the viability of installing an
engine-driven pumping facility, including equivalent average ¢ost expressed in
“Dollars per kWh";

Acquisition of, or evidence of Customer’s (or Competitor’s) ability to acquire all
necessary rights-of-way, certificates, and permits (including applicable air quality
permits) required for the ¢onstru¢tion and operation of the ¢ngine-driven pumping
facility; and

Any other Customer cost or operational information that PG&E deems pertinent to
the analysis.

Customer will sign under the penalty of perjury, have notarized, and deliver to PG&E an
affidavit attesting to the fact that without the discounted PG&E rate, Customer would
switch to the Competitor for eéngine driven pumping service (Exhibit B). PG&E shall
evaluate the viability of the diesel or natural gas alternative for those a¢counts listed in
Exhibit A using the information piovided by the Customer and any other information
available to PG&E. Should PG&E, in its sole dis¢retion, conclude that the altemative is
not viable and deny the discounted rate to Customer, Customer may fil¢ a complaint with
the CPUC contesting PG&E’s ¢onclusion,

Requirement of Delivery of Electricity through PG&E’s System. Customer shalt use

PG&E delivered electricity for its total electrical load requirement throughout the term of
this Agreement. Accordingly, Customer shall not use electricity delivered through a non-
PG&E distribution system. Additionally, Customer shall not use engine-driven pumping
facilities unless the Customer: '

s isutilizing emergency generation, only in the event of an outage;

¢ is testing such emergency generation, (not to exceed 10 hours per month); or

¢ is given prior wiitten permission by PG&E for similar operational events.

If Customer utilizes: (1) any ¢lectricity not delivered through PG&E’s distribution
system, or (2) engine-driven pumping equipment, other than as provided above, then

PG&E may terminate this Agreement as specified in Section 9.

If, on a calendar-year basis Customer's use of electricity for any of the accounts listed in
Exhibit A of this Agreement falls below seventy-five percent (75%) of the amount of
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electricity specified for each account in the Exhibit A, the Discount Percentage for the
following year will be reduced by a percentage point for each percentage point below
seventy-five percent (75%) of the amounts found in Exhibit A.

If Customer chooses to take direct access enetgy services from another provider,
Customer shall receive, on the bill, PX charges (including but not limited to charges for
commodity and ancitlary services), public purpose program charges, transmission and
distribution charges, CTC charges, and charges for competitive or unbundled services
(including but not limited to billing, metering, and credits) to the extent that the
calculation and presentation of this information is approved by the Commission in the
Cost Separation proceeding.

GENERAL TERMS AND CONDITIONS

sl

Commencement Date. This Agreement shall take effect no earlier than the date at
which, in PG&E's judgment, the customer would have begun taking service from
Competitor. The Customer will be billed at the initial Discounted Rate on the Customer's
first regularly scheduled meter read date after this Agreement is fully executed. This date
shall be deemed the “Commencement Date.”

Term. This Agreement shall rémain in effect until De¢ember 31, 2001,

Regulatory Authority. This Agreement shall at all times be subject to such changes or
modification by the Public Utilities Commission of the State of California (CPUC) as
said Commission may, from time to time, direct in the exercise of its jurisdiction. Such
action by the CPUC may be grounds for termination of this Agreement by either Party.

Discount Floor, Over the term of this Agreement, the sum of the electric charges
collected by PG&E from the Customer, exclusive of any additional applicable taxes or
surcharges, shall not fall below a level one hundred and twenty percent (120%) of
PG&E's total, account-specific, marginal ¢ost to serve (“Discount Floor”). These
marginat costs will be determined using the CPUC-approved methodology for such
calculations in force for this Agreement as these may change or be amended from time to
time. On each anniversary of the Commencement Date, PG&E shall compute the total
revenue it has collected to date from the Customer, and the sum of the monthly
overpayments and underpayments by the Customer relative to PG&E's marginal costs to
ensure that PG&E has collected, at a minimum, twenty percent (20%%) more than its
account-specific marginal costs of service. The Parties agree that if at any time the
revenues collected up to the review date fall below the Discount Floor, Customer shall
pay PG&E a lump sum equal to that shortfall amount. PG&E shall notify customer of any
lump sum payment obligation, according to Section 10, no later than thirty (30) days after
the anniversary of the Commencement date. This payment will be due and payable in
full, without interest, thirty (30) days after PG&E has notified the Customer in writing of
its payment obligation.
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If a shortfall occurs, and after all shortfall payments described above have been made by
Customer, the Customer may request that PG&E simply bill the Customer at a rate equal
to one hundred and twenty percent (120%) of its currént account-specific marginal cost of
service, or the Discount Floor. PG&E will continue to do so until such time as the
Customer’s Discounted Rate exceeds the Discount Floor, at which time the Customer will
once again be billed at the Discounted Rate established in this Agreement. This provision
is intended to eliminate the potential for any future lump sum shortfall payments by the
"‘Customer. :

Termination.
The Customer may terminaté this Agreement at any time prior to the end of its term by
giving PG&E a minimum of thirty (30) days written notice of such teimination.

PG&E may terminate this Agreement upon thirty (30) days written notice to Customer if
Customer uses electricity not delivered by PG&E, or engine driven pumping facilities to
replace the electrical load, at the ac¢ounts listed in Exhibit A for purposes other than
those listed in section 4.

Either Party may terminate this Agreement upon thirty (30) days written notice in the

~ evenl any regulatory body or court of competent jurisdiction finds that a provision of this
Agreement, or a portion thereof is unenforceable or invalid, and the terminating Party
determines, in good faith, that the rémaining provisions of this Agreement have been
rendered unenforceable or disadvantageous.

Notice. Any notice either PG&E or Customer may wish to give one another must be in
writing. Such notice must be either hand delivered, or sent by U.S. registered mail,
postage prepaid, to the person designated to receive notice for the other Party, or to such
othet address as either Party may designate by written notice. Notices delivered by hand
shall be deemed effective when delivered. Notices delivered by mail shall be deemed
effective when received, as acknowledged by the receipt of the certified or registered
mailing.

To: (Customer)

Pacifi¢ Gas and Electric Company
Ditector, Tanff Applications

123 Mission Street, Mail Code H28H
San Francisco, CA 94106
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Service Reliability. PG&E's standard for reliability of service for Customer shall be as
dictated in PG&E's Electric Rule 14 or its successor; a copy is attached as Exhibit C and
incorporated by refetence herein.

Assigmment. Customer may not assign this Agreement to a third party without the prior
written permission of an authérized representative of PG&E. Any assignment is subject
to any applicable CPUC authorization or regulation except as waived by the CPUC.

Applicable Laws. This Agreement shall be subject to and interpreted under the laws,
rules, and regulations of the State of Califormia and the CPUC, and PG&E’s Electric

Rules.

Agreements Submitted to the CPUC. A copy ol‘this Agreement will be submitted to
the CPUC. PG&E shall use reasonable efforts to protect Customer’s identity and
information the Customer has identified in writing as proprietary.

Severability. In the event that any of the provisions, or portions thereof, of this
Agreement are held to be unenforceable or invalid by any court of competent jurisdiction,
the validity and enforcenient of the remaining provisions or portions thereof shall not be
affected thereby; provided, however, that should eithér Party determine, in good faith,
that such unenforceability or invalidity renders the remaining provisions of this
Agreement economically infeasible or disadvantageous, such Party may terminate this
Agreement upon thirty (30) days prior written notice to the other.

Conflicting Provisions. This Agreement shall supersede the terms and conditions set
forth in the Customer’s otherwise-appli¢able rate schedule(s) and any other applicable
standard CPUC approved tanff in the event of conflict. Otherwise, all other CPUC-
approved standard taniff terms and conditions shall remain in force and be applicable to
this Agreement.

Force Majeure. Neither Party hereto shall be liable for any failure of performance, other
than the continuing obligation to make payments due¢ hereunder for periods prior to the
event of force majeure, owing to causes beyond its reasonable control and the occurrence
of which could not have prevented by the exercise of due diligence. Refusal by either
Party to accede to demands of laborers or labor unions that it considers unreasonable shall
not deny it the benefits of this provision. If cither Party hereto is unable, for any reason,
to deliver or receive full or partial quantities of electricity ¢contemplated by this
Agreement due to force majeure, the Party so unable to perform shall promptly advise the
other Party that such condition exists, and the Parties shall suspend operations under this
Agreement to the extent dictated by the force majeure event, until the event of force
majeure is remedied and both Parties can once again deliver and receive electricity,
respectively. Any forée majeure évent shall be remedied as far as possible with all
reasonable dispatch. The term "force majeure™ as employed herein shall include, but is
not be limited to: acts of God; strikes or other industrial disturbances; acts of a public
enemy; the direct or indirect effect of governmental orders, actions, or interferences; ¢ivil

Amendments 17397




A.94-12-005 APPENDIX B
Page 55

disturbances; explosions; breakage of or accidents to machinery or power lines; power
outages; the necessity of making repairs to or alterations of machinery or power lines;

landslides; lighting; earthquakes; fires; storms; floods; and washouts. Force majeure

shall not include financial considerations.

N6 Consequential or Incidental Damages. PG&E shall not be liable for any
consequential, incidental, indirect, or special damages, including but not limited to lost
profits and loss of power related in any way With the performance of either Party undet
this Agreement.

Waiver. A waiver by either Party or any one or more defaults by the other hereunder
shall not operate as a waiver of any future default or defaults, whether of a like or of a
different character.
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IN WITNESS THEREOF, the Parties have executed this Agreement in multiple originals of
equal dignity by their respective duly authérized representatives.

Executed this day of .19

| PACIFIC GAS AND ELECTRIC COMPANY
Customer (PG&E)

7 "BY:__ - -
Signature - Signature

(Type Or print name) (Type or print namie)

TITLE: | | TITLE:

Amesdments 2/v37




EXHIBITA
Pacific Gas and Electric Company
Engine-Driven Agricultural Pumping Option Yearly Discount Percentage Calculation Sheet
January 1,19____

G00-21-76"Y

- Discount Percentage
PG&E Otherwisc- : . : (Average Rate -
Account No. Applicable Operating Hours Customer’s. ~ Customer’s.Average Competitive Rate/
Example: Rate Horsepower (by PG&E) Compctitive Rate Standard Rate (by Average Rate)
AAAQQ- Schedule* Example: Example: ‘ (by PG&E) PG&E) Percent (%)
99999 Example: 250 hp 1241 hours ($kwh) ($/kwh)

Agdd .

1

2)

3

4)

1.6 o3eg
g XIdNAddV

5)

6)

7

®

9

10)

* Customer’s Otherwise-Applicable Rate may change by cither Commission order or by Customcr request, The change in rate schedule(s) will take effect upon-yearly Rate
Index/Discount Percentage Calculations pursuant to Section 1 in this Agreement.

Field Applications Support

Standard Form 79-X0(X

Revision Dateixx/xx/xx

(Every calendar year - when applicable)
Effective xa/xx/xx




EXHIBIT A
Pacific Gas and Electric Company
Engme-Drxvcn Agricultural Pumping Option - Initial Discounted Rate Components

Demand
Charges
| Season Season Max. Max, Max.
PG&E Cust Meter Scason, . Off-Peak, = Off-Peak, Peak, Part-Peak, Part-Peak,
Account No. Chg Chg. Summer Wi Summer Winter Summer Summer Winter

® ® ($kW) kW) (kW) W)y kW) (Skw)

86 93eg
q4 XIANAddY

Enter “N/A" where not applicable
Ficld Applications Support
Standard Form 79-XXX
Revision Datemxx/xx/xx
Effective xx/xx/xx




EXHIBIT A
Pacific Gas and Electric Company
Engine-Driven Agricultural Pumping Option = Initial Discounted Rate Components

Enérgy
Charges

Non- TOU

$00-¢1-76"VY

PG&E TOU | Peak, Part-Pcak, Off-Peak, Part-Peak,
Account No. Winter | Summer Summer = Summer Winter

($/kwh) kW) kw)y (kW) ($kW)

Off-Peak, |
Winter

($/kW)

~
o
o
@
Nt
0

4 XIANAddY

Enter "N/A™ where not applicable

Field Applications Support
~ Standard Form 79-XXX
Revision Datenox/xx/xx
Effective xx/xu/xx
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EXHIBIT B

MATERIAL FACTOR
AFFIDAVIT

Under penalty of perjury, I, , heteby state:

[ am the of
(Title) (Parent Company)

Corporation, and am authorized to make this affidavit

(State)

this affidavit on behalf of - (“Company”’).
' (Company)

Pacific Gas and Electric Company (PG&E) and Company propose to enter info an Agieement for
Deferring the Installation of Engine-Driven Agricultural Pumping (“Agreement”) to grant
Company an electric service pricing discount at our accounts listed in Exhibit A, if Company
decides to defer the installation of the engine-driven pumping facilities proposed by the
competing utility or vendor (“Competitor”). Currently Company estimates that such engine-
driven pumping facilities would bypass approximately __kWhyr, of electric load

currently being served by PG&E at all of the accounts listed in Exhibit A.

Each account listed in Exhibit A serves at least one (1) electric driven pump, each of which is
rated fifty (50) horsepower (nominal engine) or above and each of which will operate a
minimum of 1,000 hours per year. There is at least 100 (nominal engine) horsepower of pumping
load listed in Exhibit A.

Company has decided not to proceed with the Competitor’s proposal for installation of the
engine-driven pumping facilities at the accounts listed on Attachment A, of the Agreement, at
this time. Furthermore, the pricing discount offered by PG&E, in the Agreement, is the sole
material factor in Company’s decision not to take action at this time that would cause the engine-
driven pumping facility to be installed.

Executed at , Califomia, this day of » 19

Notarized by:

(enter full Company name)
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EXHIBIT C

RULE 14 -- SHORTAGE OF SUPPLY AND
7 INTERRUPTION OF DELIVERY
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Revised Cal. P.U.C. Sheet No.
" Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No.
San Francisco, Cahfomia

11326 €
1079.€

RULE 14--SHORTAGE OF SUPPLY AND
INTERRUPTION OF DELIVERY

PGSE will exercise reasonable diligence and care to furnish and
deliver 3 continuous and sufficient supply of electric energy to the
customer, but does not gquarantee continuity or sufficiency of supply.
PGSE will not be liable for interruption or shortage or insufficiency
of supply. or any los$ or damage of any kind of chiracter occasioned
thereby, if same is caused by inevitable accident. act of God. fire.
strikes. riots, war. or any other cause except that arising from its
failure to exercise reasonable diligence.

PGSE, whenever it shall find it necessary for the ﬁurpose of making
répairs or improvéments to its system, will have the right to suspend
temporarily the delivery of electri¢ énergy, but in all such cases, as
reasonable notice thereof as circumstances will permit, will be given
to the customers, and the making of such répairs or improvements will
be prosecuted as ra?idly as may bé practicable, and. if ﬁracticable.
at such times as will cause the least fnconvenience to the customers.

In case of shortage of supply and during the ?eriod of such shortage,
PGSE wil) make such apportionment of 1ts availa

by 3 power administrator or other official appointed by it for that

purpose. In the absence of such order or direction by the Railroad

Commission, PGAE will, in times of shortage. apportion its available

ggggzglof enérgy among all customérs in the most reasonable manneér
e.

_ ) blé supply of enérgy among
1ts customérs as shall be orderéd or dirécted from time to time by the
Ratlroad Commission of the State of California. acting efther directly or

(n

Advice Lefter No. 1306-E Issved by Date Filed

July 12, 1990

Decision No. Gordon R. Smith Effeciive ~__Auqust 21, 1990

Vice President and Resolution No.

6784 . Chiel Financial Officer
15
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PG&E’s Schedule AG-7 Tariff--
Experimental Tiered Time-of-Use Agricultural Power

AMENDED

Tariff Amended July 9, 1997
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Original  Cal. P.U.C. Sheet No.
. & Pacific Gas and Electric Company Canceling Cal. P.U.C. Sheet No.

San Francisco, Calfornia

SCHEQULE AG-7--EXPERINENTAL TIERED TIME-OF-USE AGRICULIURAL POWER

APPLICABILITY

General: A custorer will beé served uader this schedule #f 70 percent or more of the
energy use is for agricultural end-uses. A?ricultural end-uses include grouin? crods,
rais n? 1ivestock, purping water for agricultural irrigation, or other uses which involve
production for sale, and which do not change the form of the agri¢ultural ?roduct. This
schedule is not appiicable 1o service for which & residential or commercial/industrial

schedule is applicadle.

If otherwisé elfgidle, a customer curreatly taking direct access energy service from
another provider shall not be denfed this tariff, and a customer already under this
tariff may later choose direct access and remain on this tariff. If otherwise eligible,
new custoTers and new 1oad taking diréct access service shall not-be denied this tariff.

Under this schedule customers are bidled in Tier 1 6r Tier 2 depending on ménthly
operating hours. Enrollment on this schedulé will be limited to the first 5,000 atcounts

requestifg this raté. This schedule may be modified. :

Cepending upoh the end-use of electrfcity and whether or mot an Installation or
Processing charde applies, the customer will be served under one &f the ratés under
Schedule AS-7: Rate A, B, D, or £, )

Rates A and D: Applies to single-motor installations with 3 ¢onnected Joad rated
less than 35 horsegouer and to all mult{-lodd installations .
aggregating less than 15 horsepower or kilowatts.  Rate A applies
to customers who wust pay the Processing Charge; Rate 0 applies -
to customers who pust pay the Installaticn Charge.

Rates 8 and £t Applies to sirgle-motor installations rated 35 horsepower or
: more, to aultf-10ad installations aggregating 15 horsepower or
kilowatts or more, and to "overloaded® motors. - The customer's
énd-use is,détern{ned to be overloaded when the méasured fnput to
any motor rated 15 horsepower or more §s détermined by PEAE to
exceed one kilowatt per rseEOwer of narmeéplate rated output.
Rate B applies to customers who must pay the Processin? Charge;
Rate E applies to customers who must pay the Installation Charge.

Installation Charges If the account does not have ah 2 propriate tize-of-use meter, the
custorer must pay an *Installaticn Charge® to participate on this schedule.

Processing Charger Once the account has the appropriate time-of-use meter, the customer
will be required to pay a "Processing Charge® eath time the customer:

l} establishes service ¢n this schedule, or
2) voluntarily changes any option withia this schedule,

The Installatien Charge or Precessing Charge must be pafd in onei}gmg sum before the
e

customer can take service on this schedute or before an option w changed. Payrents
for these charges are not trarsferable to another service or refundable, fn whole or
part. PGAE will place the account on this schedule within four weeks of receivin
payment from the custorer. The weters required for this schedule may become ¢bsolete as
a result of electric industry restructuring or other action by the Califoraia Pudlic
Utilitfes Comission, Therefore, any and all risks of paying the required charges and
not receiving commensurate benefit are entirely that of the customer,

TERRITORY 7
Schedule AG-7 applies everywhere PSAE provides electricity service.

{Contirved)

Advice Letter No. fIssued by Date Fited
Decision No. Steven L. Kine Effective

: Vice President Resolution No.
25145 . Regulation ‘
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Originat  Caf. P.U.C. Sheet No.
Pacific Gas and Electric Company Cancelling Cal. P.U.C. Sheet No.
' San Francisco, California .

SCHEOULE AG-7--EXPERIMENTAL TIERED TIME-OF-USE AGRICULTURAL POWER
{Continued)

3. RATES

1f the customer chooses to take service under Schedule AG-7, the customer will pay
the following rates and charges:

One-tire Charge Per Meter

Rae? - SRR R TR

PROCESSING CHARGE
Rate A . e e e e e . 85.00
Rate 8 . . .. . . . 85.00

Per Meter Per Ménth

CUSTOMER CHARGE
Rates A and D : . . .. ..
Rates B and € ‘ : . .

METER CHARGE
Rate A . .
Rate B8 . .
Rate O . .
Rate E .

~ TIER DEFINITIONS

Tier 1 will aﬂgly if monthlz operating hours are less than 200, and Tier 2 will
apply 1f monthly operating hours are 200 or greater.

fFor Rates A and O, monthly operating hours will be egqual to the quotient of the
kilowatt hours (kwhg and the connected toad (hp) for the current billing month. for
Rates B and £, monthly operatin? hours will be equal to the quotient of the kilowatt
hours {kwh) and the seasonal billfng demand (XN} for the current billing month.

I€ the bilVing period s shorter than &7 days or longer than 33 days, the total
kilowatt hours (kWh)} durfng the billing period will be divided by the number of days
in_the billing ?eriod to calculate the dafly average kwh. The dafly average kwh
will be multiplied by 30.4 days per month, The resultin? monthly average Iwh will
be divided by the cornetted load (hga or the seasonal billing demand (kW) during the
billing perfod to determine the monthly operating hours,

OEMAND CHARGE

Rates A and O
Tier 1: (per hp of connected Ioad; e
Tier 2:  (per hp of connected load) . . .

Rates 8 and E
Tier I
per kM of seasonal billing demand) . .
W psr kW of maximum-peak-period demand)
er 2:
{per k¥ of seasonal billing demand} .
per k¥ of maxinum-peak-period demand) .

{Continuad)

Advice Letter No. Issued by Oate Filed
Decision No. Staven L. KEne Eifective

Vice Fresident Resolution No.
22225 ) Regulation
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Originat  Cal. P.U.C. Sheet No.
Pacific Gas and Electric Company Cancelling Cal. P.U.C. Sheet No.
| )

San Francisco, Calfornia

SCHEDULE £6-7--EXPERIMENTAL TIERED TIME-OF-USE_AGRICULTURAL POWER
{Continued)

3. RAIES (Cont’d.)

ENERGY CHARGE {per kWwh)
Rates A and O

pPeak . . . . . $0.34198 g‘---
fartial-Peak .. .is 0.11859
off-Pe2k . . 0.10731 $0.09428

e etk $0.28678
eak . . . . P : , . s
Partial-Peak - . t'-’-_- . f 06608
Off-Peak . . . . 0.65%01 05257
Rates B and £ ) - :
Tier 1: ‘ R , ) ,
Peak s 4 & = & 3 . 0-2‘366 . o
Partial-Peak : . .e- - $0.08450
Off-Peak . . 0.07646 0.06218
Tier 2: ] S .
PEik L& b & s e : . . . . 0.14251 Ko -
Parttal-Peak ., . e . . . e 0.04647
Off-Peak . . . .~ SR . $0.04076 0.03695

OEMAND CHARGE LIMITER .« . o o iv oo onn .o on s $LA960  $1.19780

For a customér who chooses to take direct access energy services from another provider,

, y !
the customer shall receive, on the bitl, PX charges {including but not limited to charges
for ¢ommodity and ancillary services), public purpdse program charges, transmission an
distribution charges, €TC charges, and charges for competitive or unbundled services
l1ng, metering, and credits) to the extent that the
{nformation fs approved by the Comission in the

{including but not limited té bil
caleulation and presentation of this
Cost Separation proceeding.
TIHE PERIODS ,
Seasons of the year and times of the day are defified as follows:
SUMMER: Service from May } through October 31,
Peak: S 12:00 noon to 6:00 p.m. Monday through Fridayt
Off-Peak: Al other hours Monday throu? friday
ANl day Saturday, Surday, holidays
WINTER: Service from Novester 1 through April 30.
Partial-Peak: 8:30 a.m. to 9:30 p.m. Monday through Friday*
Off-Peak: A) other hours Monday throuih Friday’
Al day Saturday, Sunday, holidays
*Holidays* for the purpose of this ratg schedule are New Year's Oay, President's Day,
Memorial Oay, Independence Day, Labor ag. Yeterans (ay, Thanksgiving Day, and Christmas
Day, The dates witl be those on which the holidays are legally observed.
tExcept holidays.
ENERGY CHARGE CALCULATIGN

When summmer and winter proaratfon s required, char?es will be based on the average daily
use for the full billing period times the aumber of days in each period,

{Continued)
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SCHEQULE AG-7--EXPERIMENTAL TIERED TIME-OF-USE AERICULTURAL POWER
(Continued)

CONTRACTS

Service under Schedule AG-7 is provided for a minfrum of 12 months beginning with the
date the customer's service ¢ommences. The custorer way be required to sign a service
contract with a minimun term of one year. After the customer's fnitial one-year term has
expired, the customer’s contract will continue in effect until it fs cancelled by the
custorer or PGSE.

thrfsa 11ne extension s required it will be installed under the provisiens of Rules 15
an .

DISCONTINUANCE OF SERVICE

If the customer discontinues service before the fnitfal one gear term has exgired, the
customer will be held lidble and billed for the balance of charges due to PGIE for each
biiling period for the remaindér of the 12-ménth service contract. These charges shall
censist of any applicadle monthly customer charges, ratcheted monthly demand charges, and
ronthly minioum demand charges. These charges will be calcutated using the last tier in
which the customer was billed. A Processing Charge will not apply. An Installation
Charge will only apply if the time-of-use méter has been removed.

The ¢ustomér may discontinue taking service at any time after the expiration of the
fnitial term of the service contract; no adjustment will be made to the bill. If the
customer wishas to résume agricultural service within 12 months of ¢ancellation, the
customer will be required to pay all charges that would have been billed if service had
not been discontinued.

CONNECTED LOAD

Connected 102d 15 defined as the sum of the rated capacities (as determined fn accordance
with Rule 2) of 211 equipment that is served through one meterin? point and that ma{ be

erated at the same time, When charges are based on connected load, in nd case wild
charges be based on less than two horsepower/kilowatts for single-phase service, nor less
than three horsepower/kilowatts for three-phase seryice.

The customer's account will be ad{usted for permanent connected-10ad changes that take

prace during the contract year. It is the customer's responsibility to notify PGAE of
such changes, No.adjustment will be wade for a temporary reduction fn connected Load.
If the Load is reconnected within 12 months of being disconnected, the charges will be
recalculated and applied retroactively, as though nd reduction in Load had taken place.

HAXIMUM OEMAND (Rates 8 and € Only)

The seasona) billing derand (defined below) will be based on the “maximum derand." The
nurber of %W the customer is usin? will be recorded over L5-minute intervals; the highest
15-ninute average in an{ wonth will be the maximum demand for that month. Where the
customer®s uses of electricity s intermittent or subject to abnormal fluctuation, a
S5-minute fnterval wmay be used,

{Continued)
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SCHEDULE AG-7--EXPERIMENTAL TIERED TIME-OF-USE AGRICULTURAL POWER
{Continued)

MAXIMUY OEMAND  {Cont'd.)

In billing peridds with use fn both the summer season and winter season (April/May,
October/Noverbér), the customer's total demand charge shall be calcutated on a pro rata
basis depénding upon the derand cmrge and the number of days fa each season. The
raxizun demand used in determining the customer's derand charge for each season of the
billing period will be: 1) the maximum derand created 1n qach seasdn's portion of the
billir‘z? conth as measured by a méter with such capability; or 2) the maximum derand for
the billing month where the installed weter is incapable of measuring tire-varying
derands. Maximum demands created in billing months with days in both the summer and
winter seasons will aot be used fn determining the customer's seasonal billing demand in
subsequent months for either season. In such billin? periods with use in both the summer
season and winter season, the custorer's seasonal billing demand will be the greater of
the customer's estadlishéd (ratcheted) demand or the customer's maximum demand for the
billing period, as described sbove.

SEASONAL BILLING OEMAND (Rates 8 and € Only) )

The billing year §s the twelve-month period consistiﬁg of the curreat month and the
eleven previous months. The calendar_{ear (January through Oecenber) s $plit fnté

iwoiisasons. summer months (May through Octoder) and winter months (Kovember thréugh
pril).

The seasénal dilling demand charge will be based on the greater of:

1) the highest maximum demand (defined fn part 9. above) recorded in the months of the
same season fn the current billing year; or

2) the minimum demand (defined in part i1. below).

. MINJMUM OEMANO (Rates 8 and € Only)

To provide for maintaining_ready facilities where there is little or no energy use, the

customer's "minimun demand® used for dbilding in the season in which the customer usually

use energg {e.9., surmer for irrigation pumps and winter for frost-control wind wachines)

will not be less than: a) 75 percent of the nameplate rating in horsepower/kilowatts of
the two largest motors the customer has connected; or b) the diversified resfstance

welder 1034 computed in accérdance with Rule 2. For the purpose of the minfrum-demand

galfulazigns. al) customers are assumed to have primarily summer use unless otherwise
esignated,

DROUGHT-RELIEF PUMPS (Rates B and £ Only)

Irrigation customers who normally operate only in drought years, but who do ot expect to
operate during the summer season of a specific year, may designate winter as the primary
season of energy use b nottf{ing PGAE prior to May 1 of that year. A schedute
redesfgnation of this type will De effective for the subsequent twelve billing months,
during which period the customer agrees to restrict electr city usage to the winter
season only. If a customer has designated winter as the season of primary use, but
during the subsequent twelve monthe finds it necessary to use electric¢ity during the
summér season, the election for that year will be fnvalidated and the customer will be
re-billed for all summer season charges that would have otherwise applifed.

The Demand Charge Limiter described below does not apply to pumps operated for drought
relief under the provisions of this section.

{Continued)
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SCHEDULE AG-7--EXPERIMENTAL TIERED TIME.OF-USE AGRICULTURAL POWER
{Continiued)
13. OEMAND CHARGE LIMITER (Rates B and £ Only)

The derand charge liaiter is desfgned to prevent a seasonal billing derand when the
custorer tests facilities In the off-season. The off-season §s assured to be the winter
season unless the customer has designated winter as §t$ season of primary use. The
demand char?e 1imiter will apply 1A any off-season billing month fn which: &) no v
seasonzl billing demand charges are in effects and b) the customer’s eneriy use {in k¥h}
divided dy the customer's recorded waximum demand (1A kW) in the same billing month i¢
less than or equal to three. When the demand charge limiter applies, the customer‘s bill
will te the sum of: the monthly meter charge, the monthly customer charge, ahd the
enerdy used in kWh times the demand charde limiter rate. [n addition, the maximua
demand the customer creates in any off-séason moath in which the customer's energy use
{(in XWh) divided bg fecorded maximee derand {in kW) fn the same billing ménth is less
g?g?ior ﬁqualdto three, will not be considered in determining the customer's séascnal

ng derand.

NAXIMUM-PEAK-PERIOD QEMAND (Rates B and E Only)

The ¢ustorer's maxisum-peak-period demand will be the highest of all the 15-minute
averages for the peak period during the dilling moath.

HAX [MUM-PART - PEAK-PERIOD DEMAND (Rates 8 and £ Only)

The ¢ustomér's maxipum-part-peak-period demand will be the highest of all the 15-afnute
averages for the part.peak perfod during the billing month.

YOLTAGE DISCOUNTS (Rates 8 and € Oaly)

The customér may be elfgible for a discount on the chirges shown above if the customer
takes delivery of electric energy at primary voltage,

The voltage discount, 1f any, will be applied to the demand charge.
Discounts are applied in any month as follows:

1}  For periods where the winter maximum demand thargé ap?lies. $0.65 per kM of seasonal

billing demand when service §s delivered from a "single customar substation® or
without transformation from PGLE's serving distributioa system at one of the
standard pricary voltages specified fn PORE’s Electric Rule 2, Section 8.1.

2) for geriods wvhere the summer maximum demand chirge applies, $0.95 per kW of seascnal
billing demand when service 13 delivered from a "single customer substation® or
without transformation from PGAE’S servigg distribution s{sten at one of the
standard primary voltages specified in PGAE's Electric Rule 2, Section 8.1.

PGAE retafng the rl?ht to change its line voltage at any time. Customers recelving
vo\tase discounts wil) get reasonable notice of any impendinz change, They will then
have the option of taking service at the new voltage (and making whatever ¢hanges tn
their systems are necessa;gl or taking service without a voltage discount through
transformers suppliied by £.

{Continued)
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CHEOULE Ab. 7--EXPERIH£N1At tltkgo IIHE or us: AERICULIURAL POg_g

(Continued)

17. POMER FACTOR ADJUSTMENT (Rates 8 and € Only)

When the ¢ustomer’s raximum demand has x¢eeded 420 N for thres tonsecutive months and
thereafter uatil ft has falléa below 3 kX for 1 consecutive pénths, the custarer s
b1l will be adjusted for weighted monthly avefage power factor as fo Ious. If the
custoTdr’s average piwer factor i greater than 85 percent, the customer's total monthly
bi1t {inctuding any. volta;e adfustment but excluding any taxes) will be reduced by 0.05

percent for eich percentade poiat above 85 percent. If the customer $ dvérage power
factor fs beldw 85 perceat, the customer's total ménthly m including any voltage
adfustment but excluding Any taxes) will be increased by ercent for each perCénn?
point below 85 fercent. . Suth ‘average power factor will be cc)mputed to the nearest whole
percent) from the ratio of Iagglng reacu\*e kilovdlt ampere hours to kilowatt hdurs.
consumed fa the month. No power factor corvection will be made for any month when the

¢ustomerts maximoun demand 5 less than ten percent of the highest such demand fn the
preceding 1l months.

Advice Letter No., . fssued by Date Filed
Decision No. Steven L. Kine Etfective
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COMMERCIAL/INDUSTRIAL /GENERAL _
SCHEOULE E-36.-SMALL GENERAL SERVICE TO OIL AND GAS EXTRACTION CUSTOMERS

APPLICABILLTY:

Schedule E-35 is an optional firam-service rate schedule for <ustémers whose $tandard Industrial
Classification (SIC) code is 1311 (crude petrdleum and natural ¢3s extraction). An eligible
custoner with maxioun demand under 500 kW ray elect to take sérvice under either Schedule E-36
or Schedule 37, Schedule €237 1 a2 denand netéred time-of-use service option. Schedule E-36 is
a non-demand setered noa-tice-of-use service option. An eligible ¢ustomer with maxf{oum demand
over 439 k¥ say elect to take service under Schedule E-37 6n a voluntary basfis, rathér than the
otherwise applicadle mandatory service under Schedule E-19 or Schedule E<20, but is not eligible
to take service under Schedule E-36. A customer with adre than 70 perceat of the energy usage
for wa:er pumping for agricultural applications oust take Service under an agricultural
schedule.

[t otherwise eligible, & customer currently taking direct access energy sérvice from andther
provider shall not be denféd this tariff, and a customer already under this tariff nay later
choose direct access and remafn oa this tariff. If otherwise eligible, néw customers and new
Yoad taking direct access service shall not de denled this tariff.

Inttial Assignment: An elfgible custémer electing Schedule E-36 or €-37 must take service under
Schedule E-37 if the customer's maximum billing demand has exceeded 439 kilowatts for at least
three consetutive months during the most recent 12-month period. Otherwise, an eligible

gu;tgmfr El;;ung Schedule £-36 or €-37 may elect o take service under either Schedule £-36 or
chedute E-37.

Customer accounts which fatl to qualify under these requirements will be evaluated for transfer
to service under & differeat applicable rate schedule, Hiscellaneous electrical 1¢ads incideatal
to the operation of the 3¢eount under SI€C Code 1311 will be ¢onsidered SIC Code 1311 use.

The provisions of Schedule S--Standby Service Special Conditfons 1 through 7 shall also apply to
customers whose preaises dce reqularly supplied in part %but not in whole) by electrit tnergy
froa a nonutll-;t{ source of supgly. These customers will pay mdnthly reservation charges as
specified under Section 1 of Schedule $ in addition to 311 applicadle Schedule €-36 charges.,

Transfers OFf of Schedule £-36: If PGAE determines that 2 customer is not properly classified
under $IC code 1311, PGAE will transfer that customer’s sccount of f Schedule €-35 and oato a
different applicadle rate schedule.

Assigament of New Customerst If an el;zible ¢ustomer elects Schedute €-36 or €~37 but s new or

lacks 3 sufficient usage history, and PGSE believes that the customer's maximun desand 15 likely
to be over 499 kilowatts, PGSE will require the customer to take service under Schedule E-37,

{Continued) -
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COMVERCIAL/ IADUSTRIALZEENERAL
SCHEOULE E-36-+SMALL GENERAL SERVICE TO O1L AND GAS EXTRACTION CUSTOMERS
(Continued)

TERRETORY:
This rate schedule applies everywhere PGAE provides electricity service.
RATES

If the custocer chodses to take service under Schedule €-36, the customer xill pay the following
rates and charges:

Per Heter fér MPoath

CUSTOMER CHARGE « « » v e vt e e e e e e e s et et e e e $16.00
Summer Winter

ENERGY CHARGE (per KWB) » « o v v oo v e e e e e e e e e . $0.09458 $0.08035

For & customer who chodses to take direct dccess energy services from dnother provides, the
customer shall receive, 6n the bill, PX charges {including but not 1imited to chirges for
commodity and ancillary services), publie¢ purpose program charges, transmission and distribution
chargés, CTC chargés, and charges for competitive 6 unbundled services {iacluding but not
Iimited to billing, netering, and c‘redim to the exteat that the calculation and preseatation

of this faformation is approved by the Comission fn the Cost Separation proceeding.

DEFINITION OF SEASONS:

The summér rate ts applicable May 1 through October 31, and the winter rite i applicadle
Novenber 1 throu?iw‘.lgrn 30. Whén dilling includes use In both the summer and winter periods,
)

energy ¢hardes & prorated based upon the number of days in each perfod, unless actual
meter readings are available.

Advice

Decision No. Steven L. Kine Etfective
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COMMERCTALS INJUSTRIALSGENERAL

SCHEOULE E-37--MEOILM GENERAL DEMAND-METEREOD TIME.OF-USE SERVICE TO OIL AND 6AS EXTRACTEON CUSTOMERS

APPLICABILLTY:

Schedute €-37 is an optional firm-service rate schedule for custémers whose Standard Industrial
Classification (SIC) code is 1311 (crude petroleun and natural gas extracticn). An eligible
customer with aaximum deaand under SO0 AW may elect to take service under either Schedule £-36
or Schedule 37. S$chedule E-37 is a demand metered time-of-use service optica. Schedule £-36 is
a non-demand metered non-time-of-use service option., An eligidle customer with maxipun demand
over 433 I may ele¢t to take service under Schedule E-37 on a voluatary basis, rather than the
otherwise applicadle mandatory service vader Schedule £-19 or Schedule E-20, but is ot eligible
to take service under Schedule €-36. A customer with more than 70 percent of the energy usage
fo; ;a%er purping for agricultural applicaticns must take service under an agricultural
schedule.

If otherwise eligible, a customer curfently taking direct access energy service from another

provider shall not be dented this tariff, and a custémer alréddy under this tariff may later

choose direct access and remafn on this taciff, [f otherwise éligible, new customérs and new
load taking direct access service shall adt be denfed this tariff,

Inttial Assignmeat: An eligible fustomer electing Schedule E-36 or €-37 must take service under
Schédule E-37 §f thé customer's maximum billing demand (as defined below) his exceeded

499 kilowatls for at teast three consétutive months during the most recent 12-month peried.
Otherwise, an eligible customer electing Schédule £-36 or £<37 may elect to take service under
efther Schedule €-36 6r Schedule €.37. .

Customer accounts which fatl to qualify uader thése requireménts will be evaluated for transfer
to secrvice under a differeat applicable rate schedule. Hiscellanédus electrical toads intidental
to the operation of the account under SIC €ode 1311 will be eonsidered SIC Code 1311 use.

The provisions of Schedule S--Standb{ Service Special Coaditions 1 through 2 shall alse apply to
customers whose preaises are reqularly supplied in part (but not ia whole) by electeic energy
from a nonutility source of SUpgly. These customers will pay monthly reservation charges as
specified under Settion 1 of Schedule $ in addition to a1V applicable $chedule E-37 chirges.

Time-6f-Use Gne-Time Meter Char e4s Depending upon whether or not an Installation or Precessing
Charge applies, the customer will be served undér one of these rates under Schedule €437

Rate W: Applies to customers yhase account does not have an appropriate time-of-use meter.
The customer must pay an “Isstallati¢a Charge® prior to taking service under this schedule,

Rate X: Applies to customers whose account has an appropriate time.of-use meter, but is
not curcently belng served under this schedule. The customer will be required to pay a
*Processing Charge® prior to taking service under this schedule.

Transfers Off of Sthedule £-37: 1f PGAE determines that a customer §s not progerly classified
under SEC ¢6de 1311, PGRE will) transfer that customer's account off Schedule €-37 and ontd a
different applicadle rate schedule,

Assignment of New Customers: If an elfgible customer elects Schedule €-35 or £-37 but 1s new or
tacks 2 suffictent usage history, and PGAE believes that the customer's maxinum demand fs Vikely

;ohbg ?ve{ ;?9 kilowatts, as defined belew, PGAE will require the customer to take service under
thedule £-37,

{Continued)
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COMMERCIALJINDUSTRIAL/GENERAL

SCHEGULE €-37--MEOILM GEAERAL DEMANO-METERED TIME-OF-USE SERYICE TO OIL AND GAS EXTRACTION CUSTOMERS

{Continued)
APPLICABILLITY: {(Cont'd.)

pefinition of Maximum Demand: Schedule €-37 demand willd be averaged over 30-minute intervals
for customers whose maxinum démand exceeds 439 kW for at least three consecutive months during
the most réceat 12-moath period. Othérwise, Schédule €-37 demand will be averaged over
15-minute fatervals., ‘*Maxipus deémand® will be the highest of all 30-minute dverages for the
3ilting month for customers over 499 KW, and of all 1S-ainute averiges for customers below 500
IN. A customer over 459 WW wil) be switched from 30-minute to 15-afnute intérvals énly when the
naxinum demand has drépped below 300 kW and rémafns there for 12 consecutive months.

If the customér's use of electricity is intermittent or subject to violent fluctuaticas, a
S.minute or 15-minute interval may be used instead ¢f the 30-minute interval, and 2 S-ainute
interval may be used instead of a 1S-minute Interval, If the customer has any welding machines,
the diversified resistance welder 1024, calculated tn accordance with Section J of Rule 2, will
ba considered the maximum demand §f 1t exceeds the maxinum demsnd that results from averaging
the demand over 30-minute intervals #f over 499 XM, or 15-minute Iatervals if under 500 kW. The
custonar’s maximum-pesk-period demand will be the highest of all the 30-nidute averages fer the
peak périod during the billing ménth if over 459 1M, or 15-minute intervals if under SO0 kW,
($ee Section § for a definiticn of *Peal® peried.)

Standby Demand: For customérs for whom $chedule S--Standby Service Special Conditions 1 through
7 apply, standby demand is the portion of a customér’s maxinum demand fn any month caused by
sondpération of the ¢ustomer's alternate source of gower, and for which & demand charge is paid
under the regular servi€e schedule,

If the customer fmposes standby deaand 1n any month, then the regular service maxieua demand
charge will be reduced by the applicable reservation capacity charge (see Schedule S Special
{ondition 1).

To qualify for the above reduction in the maximum demand charge, the customer must, within 30
days of the regular meter-read date, demonstrate to the satisfaction of PGAE Lhe amdunt of
standby derand in any month. For Schedule E-3) ¢ustomers with maximum demand over 493 AW, this
may be done by subaitting to PGLE 3 completed Electric Standby Service Log Sheet (Form 79-726).
TERRITORY:

This rate schedule applies everywhere PGAE provides electricity service.

{Continued)

Advice Letter No. Issued by Date Filed
Decision No. Steven L. Kfne Effective

22652

Vice President Resolution No.

Regulation




A.94-12-005 APPENDIX B Page 77

Original  Cal. P.U.C. Sheet No.
Pacific Gas snd Eectric Company Cancelling Cal. P.U.C. Sheet No.
8an Francisco, California

SCHEDU

COMMERCIAL/INDUSTRIAL/GENERAL
LE €-37--MEOIUM GENERAL DEMAND-METERED TIKE-OF-USE SERVICE TO O AND GAS EXTRACTION CUSTOMERS

3.

{Continued)
113

If the customer chooses to take service under Schedule €-37, the customer will pay the following
rates and charges:

Ons-time Charge Per Meter

INSTALLATION CHARGE

Rate W .. ... . e . . . .0 00

PROCESSING CHARGE

Rate X . . . . . . C e e . $87.00
Per Meter Per Moath

CUSTOMER CHARGE

Rates M and X . . . .. . . ) . C.. $16.00

KETER CHARSE

Rate ™ . .

. & . i i s s a 31.20
Rate X . .. .. $6.00

OEMAND CHARGE : Winter

Per W of maninua dexand e v h e s b e st s $4.40
per KM of maxicum-pédk-perioddemand . v o o 4 ¢ .

Primary voltage discount per k¥ of maximum demand . . . : $0.65%
Transaission voltage discount per kW of maximua dendnd . $3.2%

ENERGY CHARGE (per KWh):

Pe.l & & & B3 s ® ) . LI A ) ‘0-1‘29‘ s -

Pll‘l'l‘-?tik S . . ' ) i - t°¢0"'661

Off-Pt!k . s & & [ . LY 0.04088 0.03]06
TYPES OF CHARGES: The customer's mdnthly chirge for service undér Schedule E-37 15 the sum
of applicable customer charges, demand charges, energy charges, ind other charges betow:

- The customer charge is a flat nonthly fee.

«  The :eter charge s a flat monthly fee for the incresental cost of engdling time-of-use
service.

(Continyed)

L))
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COMPERCIALZINDUS TRIAL/GENERAL )
SCHEDULE E-37--MEDILM GENERAL DEMAND-METERED TIME-OF-USE SERVICE 1O OIL AND GAS ENTRACTION CUSTOMERS

{Continued)
3. RATES (Cont'd.)
3. TYPES OF CHARGES: (Cont'd.)

. Schedule £-37 has twd demand charges, 3 manimua-peak-period-demand charge {summer
only), 2ad & maximun-démand ¢hirgé (summer 3nd winter). The maxipum-pedk-peried.
demand charge pes kilowatt dpplies to thé saxinua démand during the month's peak
héurs, and the saximum demind charge per kilowatt applies to the maxicun demand at any
time during the ooath. The bill will fatlude both of these applicable démand charges.
(Tize périods are defined 1n Section 5.)

' The energy charge i$ the sum of the eﬁergyjcharﬁes fro& the peak, pértial-ﬁéak. and
of f-peak periods. The customer pays for énergy by the kilowatt-hour (kWh), and rates
are differentiated according to time of day and tiné of year.

If applicadble, al) Iastallation oF Processing Charges must be patfd in ¢ne tump sum
before the customer ¢an take Service under tige-of-use Schedule €437, Payments for
these charges aré Aot transferable té andther service, ofF réfundable, in whole of in
part. PGSE will place the accéunt on Schedule E«37 within 4 weeks of recelving
paymént from the customer, The melers required for this schédule may bécome obsolete
2% 3 result of eléctric Tadustey restructuring or Othér actioh taken by the Calfférnia
Public Utilities Commission. Therefore, any and all risks of giyin’ the required
tharges and not deceiviag commensurate benefit dre entirély that of the customer,

The Schedyle £-37 monthly charges may be increased or decreased based upon the pover
factor. (See Section 6.{ :

As shown 6n the rate chart, which set of Schedule €237 demand charges 1§ pafd depends
on the level of the customer's voltage at which service is taken. Service voltages
are defined fn Section 4 below.

For a ¢ustomer who chooses to take direct access eaergy servites from andther
rovider, the ¢ustomer shall receive, on the bitl, PX charges (Iacluding but nst
infted to charged for ¢omodity and ancillary services), pudlie purpose program

charges, transaission and distribution charges, CTC charges, and charges for.

competitive or unbundled services {including but not Jimited to billing, metering, and
credits) to the extent that the ¢aleulation and presentation of this faformation is
approved by the Commission in the Cost Separation proceeding.

4. DEFINITION OF SERYVICE YOLTAGL:

The following defines the three voltage classes of Schedule €-37 rates. Standard Service

Yoltages are disted fn PGAE'S Electric Rule 2.

a, Secondary: Fhis fs the voltage class §f the service vom?e s less than 2,400 volts or if
the definitions of *primdry® and *transmissfon® do not apply to the service.

b. Primary: This §s the voltage class §f the customer 15 served from 3 *single ¢ustomer
substation® or without transformation from PGAE'S serving distribution system at one of the
standard primary voltages specified fn PGSE's Electric Rule 2, Section B.1.

Transmission: This fs the voltage class §f the customer Is served without transformation
from PGAE’S serving transmission systea at one of the standard transmission voltages
specified in PGAE'S Electric Rute 2, Section 8.1,
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5. OEFINETION OF TEME PERIODS:

Tizes of the year and day applicable to Schedule £-37 are defined as follows:
SLMMER Period A (service froa May 1 through Octeber 31):
peak: 12:00 noon té 6:00 p.m. Monday through Friday {except holidays).

Off-peak: - A1) other hours Monday through Friday
ANl day Saturday, Sunday, and holidays.

WINTER Périod B (Servicé froa Novembér 1 through April 30):
partialaPeak: 8:30 a.m. to 9:30 p.m. Monday through Friday {extept holidays).

Off-Peak: 9:30 p.m. to 8:30 a.m. Moaday through Friday (extept holidays).
‘ All day Saturday, Sunday and holidays.

HOLIDAYS: *Holidays® for the purpdses of this rate schedule are New' Year's Oy, President's
Day, Meaorial Oay, Independente D:{. Labor Day, Yeterans Oay, Thanksgiving Oay, and Christmas
Day. The dates will be those on which the holidays ace 1egally ebserved. ;

CHANGE FROM SUMMER TO WINTER OR WINTER TO SUMMER: Whén 3 billing month includes both sumedr and
winter days, PGAE will calcylate Schedule E-37 démind charges as follows, It will céAsider the
applicable maximum demands for the sumér and winter portions of the dilliag vonth separately,
calevtate a demand charge for each, and thea apply the two actording to the number of dilling
days each represents. Schedule £.37 energy ysage i3 metered separately within each seiasen and

a
billed accdrdingly. KOTE: [If the meter is read withia one rori day of the season chingeorér

date (May 1| o¢ Noveabeér 1), PGAE will use only the Fates and charges from the seasen having the
greater number of days §n the billing moath, Work days are Monday through Friday, inclusive,

POMER FACTOR ADJUSTMENTS:

When the Schedule E-37 customer's maximum demand has exceeded 400 kN for three consecutive
waaths and thereafter uatil the demard has fallen below 300 kW for 12 consecutive months, the
bill will be adjusted based upon the power fattor. The power factor IS computed froa the ratfo
of lagging reactive kilovolt-ampere-hours to the kilowatt-hours consumed in the month, Power
factors aré rounded to the nearest whole percent.

The rates under Schedule £-37 are based on a power factor of 85 perceat. [f the aveérage power
fattor 18 greater than 85 perceat, the tota) monthly bill (excluding any taxes) will be reduced
by 0.06 percent for each 9er<enuie goint above 85 percent. If the average power factor s
telow 85 percent, the total moathly bi1) (excluding any taxes) will be facreased by 0.06 perceat
for each percentage point below 385 perceat.

CHARGES FOR TRANSFORMER AND LINE LOSSES:

The demand and energy metler readings used In detemining the charges will be adjusted to correct
for transformation and Yine 1osses in accordance with Section B.4 of POLE’s Electric Rule 2,

{Continued)

Advice Letter No. Issued by Date filed.
Decision No. Steven L. Kino Effective

Vie President Resolution No.
22891 - Regulation




A,94~12-005 APPENDIX B Page 80

Original  Cal. P.U.C. Skheet No.
Pacific Gas sand Bectric Company Cancelling Cal. P.U.C. Sheet No.
San Francisco, California

COMMERCTAL/ INDUSTRIAL J6ERERAL

SCHEDULE £-37--MEOIUM 6ENERAL OEMAND-METERED YIME-OF-USE SERVICE T0 OIL AND €AS EXTRACTION CUSIOMERS

. (Continued).
STANDARD SERYICE FACILITIES:

If PGAE must Tnstall any new 6r additidnal facilities to provide the customer with Service under
this schedule the custémer may have to an somé of thé ¢ost. Any advanée neécessary and any

neathly charge for the facilities wil) be specified in a line extension agreement. See Rules 2,
19, and 16 for details. i :

Facilities fAstalled to serve the customer may be remdved when tervics is discontinued, The
customer will then have to repay PGAE for all or some of fts fnvestoent in the facilities.
Terss and ¢onditions for repaymént will be set forth in PGRE's 1ine &xtension dgreement.

SPECIAL FACILITIES:

PGLE Will normally Tnstadd only those standard facilities it deess Aecessary to provide service
under this schedule. [If thé customer requésts any additional facilities, those facilities will
be treated 3 *special facilities® in accordance with Section | of Rule 2. _ :

ARRANGEMENTS FOR YISUAL-DISPIAY METERING: o

1 the customer wished to have visual-display metering equipmeat A 2ddition td the regular .
petering equipment, the ¢ustomer must submit 3 writtea reéquest to PGSE. PGRE will provide and
fnastald the equipeent within 180 days of recelving the requést. The wsuahdispl‘a'{ wetering

equipment will be installed near the present metéring equipmeat. The customer will be
rgspca'sible for providing the required spice and associated wiring. .

PGAE will continué to use the rééuhr hetertng‘équiphent for bi'lliﬁ f:urpcﬁes. B
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