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PUBLIC uTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
B-2 

OOHMISeIO~ ADVISORY RESOLUTIO~ £-3164 
November 3, 1989 AND cOMPLIANCE DIVISION 

Energy Branch 

BE~QL!l~IQH 

RESOLUTION E-3164, PACIFIC GAS & ELECTRIC COMPANY 
AUTHORIZED TO FILE A NEGOTIATED SETTLEMENT AGREEMENT 
WITH ARVIN-EOlSON ... WATER . STORAGE DISTRICT, LOCATED 
IN KERN COUNTY, 'WUICII. A>tENDS A PRE\'IOUSLY AUTHORizED 
AGREEMENT AND RESOLVES A BILLING DISPUTE AND }{ELATED 
LAWSUIT BETWEEN THE TWO PARTIES. ' 

BY ADVICE LETTER 1257-E. FILED AUGUST 2. 1989 

StlMHAR'l 

1. . . ,By Advice Ikiter ol?57~E,_ tii~~ AUgUst 21 " i9,8~ :. .", 
"Pacific Gas " Elec~rlccompany (fG~E) reqUest,s aut:h6riz~tI6it to 
~ccept a negotiated sett)..~~~nt agreem~nt with Arvh\';'Edis.on, Water 
'stor~ge oistr.'-.ict (Arvln~'Edison,., dated March 29, : 1989~',Thi~ . 
settlement agreetnent' resolves a billing d~spute· and relat~d: :' 
lawsuit between the two parties. The settlement agreement ~lso' 
amends a prior agreement between PG&Eand Arvin-EdisOn. 

2. This resolution approves PG&Eis reqUest. 

BACKGROUND 

1~ tn December, 1967, ~t.Esi9n~d a let~er itgi-eement 
with Arvin-Edison and the United states Bureau of Reclamation 
(Bur.eau) . regarding 'the ~ turriish1tl<j, of 'transmis~iori, exchange,' and 
other services t-o th(Laur:~~~ in <;>r«:1er th*t central Valley Project 
(CVP) electric~l power c6~ld be delive~ed to Arvin-Edison's 
pumping . installations ita Kern county •.. 

2. The' Butea'u has subsequerttiy' become known as the -.:~ 
Department of ,Ene~<JY(wester~.Areapower.Alli~nce.of th~unlt~<:l 
stat~s (W~PA). WAPA 15 the marketipg agency of the Qepartment'of 
~nergy ~nd as such, markets federal power produced trom federal 
dams and other Sources. 

3. under theprovisioris of the 19'67~ letter agi~em~~t', . 
Arvin-Edison must maintain its p~mping load so as to not e~ceed 
the maximum powerallocati~n ~Va~lable from WAPA,at any ti1il~1i In 
the event of such NeXceSS l6adN Arvi~-Edisonwill designate a 
specific pumping installation as having receiVed the excess 
purchased power from PC&S rather than transported power. The 
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speoified ins, ta<~lati()n wl1.l b~ ~U.led fc?t s~tVi<?e fr()rIl~ ~&~un.,·d~r 
the applicable PG&E tarltf. Onc$ suqh servlcels ihitiat~d u~der 
the appli~able PG&E tar~tf, Arvin-Edison is obligated ~6 continue 
such service for the full minimum term of that tariff." ' 

4. on Apri). il. t 1984" at: ~ p.m., Arvin':'Edisonp~Od\l(:ed a 
peak pumping load demand of 32l38~ kW. This was in excess of ~he 
30,000 kw power allocati6n ava lable to Arvin~Edis6n from WAPA. 

: - -

5. < A billing dispute a'iose between PG&E and. Arvlr\-t4is6n 
due todifterirtg b\terpretations of tha Federal Energy Re9Ulatory 
commission (FER-C)' tariff under which Arvin-Ed.ison received power. 

6. <, DUe totbe compl~<~ity of' th~ lss~'&s,:- the 'piiilt\9 :,' , 
dispute ultimately vent to litigation' in, a statec9urt., The , ' 
pro~os~d se~tlellien:t-a9re~l(1ent ptese~te~ by this filing represents 
a negotiated settlement of the issues litigation, " 

NOTICE 

1. " '_ PUblio t)otltication of, th~~fli~ng hasbe~il:made by 
p$~icati6n ,~ri ,th~ ',C6iDmlssion'~' calendar ,and: by 'm~~lir\g copies of 
the'advice l~tter to other utilltl~s,9()Ver~~ntal agenqies and 
to all interested parties who re4uested 'such n6~tflcati~)J\_.<,~ 

, , _ _. ..0(" '_-. ___ "-. 

2. , ,'T~c6nserv~ mailing c6sts',2PG&~did:h6t ,'n\ailcO~i~s 
Of the settlement 'agreement t6 :'all parties, but a copy 6f the ' 
agreement is available up6nwritt~n request. 

PROTESTS 

1. No protests have been received. 

DISCUSSION 

1. . "unde~ the provislC?ns t»( the:i9,67, agre~merit,' ~~t.he 
event of 'excess ,lO~d delivere~,- M:vin~E<:tison lias tequli:·ed to 
designate specifio pumping ,installations to eliminilte<the excess 
lOad. Su.cpp~ping instaU.atJ9I1S, are:c(:'-n~i4e,r~d: ~s ~aVinq-__., ' 
receiv~d PC&E p6~~r ,r,athe~: thar(PG&E. tr~nsport:e1"fAPA,p6w~r and 
would then be,billed at theapplicable~~Etar1ff rate, 
including the minimum term for such tariff. ", ' ' 

~~ys/a SUfft~1~tE~!t~~a~:tv~htn¢~~!~~ t~ti:~U~~07t -:t~~~~~~~:' 
from WAPA to cover the excess load situation.- , - ' 

3. The applicabie PG&E rate sch~dule it:" this' case is 'P)";"'l, 
Agricultural power. This rate scbed\ll.e reqUires, a one ye~r " 
minimum contract, thereby requiring PG&E to bill ArVln~Edisonfor 
the specific period of April 1, 1984 through Harch 31, 1985~ 

of. 



. " 

• 

• 

• 

, 

unless Arvin-Edison secured a sUffioient power allvtlt.~nt lnorease 
fr6m WAPA. 

4. Arvin-Edis6n failed to secure this allotment lnor~ase 
within the prescribed 30 day time limit. Arvin-Edison alsO. did 
not Rake such pump designations, as required hr the agreement, . 
but instead offered three aiternatives as a so ution to the 
displ1tet 

a. 
b. 

c. 

R~peat an earlier pump installation designation. 
subsequently seek a retroactive adju~tmentin the 
contract rate Of delivery from WAPA for the 
specific month of Aprii, 1984. "" 
t>eslqnate individual pumps rather than pumping' 
installations operating at the peak demand time 
in qU~stion, whose,combined loads would equal or 
exceed the eXcess demand of 2,38~ kv. 

5. "" " PG&E reject~d these three ttlternat:ivesas 
~nacc~ptable and contrary to the requirements of the agreement. 
PG&Eis reasons beingt 

a. The previously desi9na~ed pump's had a coJnhineCi ." 
reco~ded peak demand of 1,547 kw during theA"ptl1 
11; 198 ~ 'time friune, which did not covet the" full 
amount of" the excess demand over and above the::' 
j6,oO<) kw WAPAal1ocatioil and thus did not fully 
contribute to the excess load created at' that ' . 
time. . , " 

b. Any retroactive adjustment tathe contract~rat~ 
of delivery sought by Arvin-Edison was not done 
~ithln the 30 d~Y pe~i6dtollowing the hilling 
for the excess demand as required by the 
conditions of the 1967 agreement, There are no 
provisions in the agreement for a temporary , " 
adjustment to the contract rate ot delivery 'to . 
cover one specific time period. , ' . 

c. PUmps must be destgnated.bY pumping installations 
rather "than by individual pumps so that PG~E can' 
properlY,carry out its metering resp6nsibl~it:les. 
Designation of some but not all pumpswlthirt 
given pUinping installati<?ns would m~ke it " , '. 
itnpossible to r.:Hy on PG&E. tape-recotding. meters 
for billing and would require PG&E statf"t6"spend 
an excesslveamount of time using manual pump 
meter records supplied by ArvIn-Edison to 
calcuiate bills. In addition, th~ applicable 
cPuc-flled tariff for PG&E reqUires separately 
metered service. 

6. This matter was still not resolved several months 
later and on January 14, 1985, P<;;&E served,noticee;,Jl Arv,in~Edi~on 
that unless ArVin~Edison supplied written designation of specific 
pumping installations within ten days, PG&E would make its own 
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designation based on the pumping installations that were 
exceeding the speoifio allocated deMand on April 11, 1984. 

7. ACCQrdlngly, On Ja~uary 24, 1985, PO'E designated 20 
Arvin-Edison pumping instailations with a cOmbined maximum 
connected load of 4,712 kw as having contributed to the excess 
demand on April 11, 1984. ' 

8. Based on actual consumption of eleotricai energy by 
these 20 pumping installations d~ring the periOd from April 1, 
1984 and Karch 31., 199.5, Pa&E calculated a bill to Arvin-Edison' 
of $634,597.09 under the applicable PA-l rate schedule in effect, 
during that time period. 

9, Arviil-Edison disputed this billing and the iliatter has 
been in contention ever sinc~. The amount in question was placed, 
in eS9row by Arvin-Edison and has accrued interest during the ' 
periOd of dispute, 

10. . The primanr electrio et:tergy,r;ec:~ived l:>r'Arvin-Edison 
is WAPA energy which,is transported,t:.y PG&E,and de ivered under 
FERC tariffs. The FERC tariffs do not provide for, the -",', -
tra~sp6~b\g u~ility to ter:min~te, service d':le to, a billirig, . 
dispute and thus PG&E was not able to avail itself of this 
method of collection. 

11. The Irlatter was reterredto the Kern county Sli~E!rto:t 
Court (Docket '19014?) and,on March 29i198~, a settlement' 
agreement was reached between the two parties, 

12. , ' The settlement agreement calls for a payment by 
Arvin-Edison to PG&E6f $460,000 plus accumulated interest ot 
approximately $41,OOC) as the negotiated payment for the disputed 
billltig. 

13. , In add~tioh to.the set~~ement of the b~ii,'PG&E'and 
Arvi~-Edisoil agr~ed to avoid such .dispu~e~ in the future by,' 
amending, the applical?le se,?~ior) 'of the 19,67 ~9ree~ent to .tlll6W:' 
Arvin-Ed1s0n thirtY-f1V~ (35) daY$ fromthe,dateth~t PC&E 1ssues 
a. written noticE!: or hill,to provide PG&E with a,'Written'notice 
from the Federal goVernment that a retroactive increase in the 
c;:ontr~ct.dellveryrate sUfficient to meet the monthiy maximUm ' 
demand will be granted. 

14. ,ttiis revis~Qrl differs' from the orig~naf~~agrE.!eme~t' ill ' 
that Arvin .... ~disOJVs obligation to PG&E changes (rQm '30 daysf~Om 
date o( billing ,to secu~e a retroactive inQre~se,in,the:cont~~ct 
rate of deliVery to 35 days' to obtaiil written' VerificatiorL that' 
an increase i~.contractdelivery wi~l be.9ra~~ed. The inctea~e 
would be in effect until subsequently modified by both Arvin~ , 
Edison and WAPA; with the exception that 6nc~ Arvin-Edison starts 
taking service under an applicabie PG&E tariff the obligation'~o 
continue the service will continue for the fUll-minimum term of 
the tariff • 
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15. On February ~S, 19S9, PG&E tiled with the FERO th$, . 
settle~ent agree~ent and by letter dated June 6, 1909, the FERO 
notilied PG&E that the filing had been accepted and that ,the 
settle~ent.was desigoatedas ,-supplement No. 3~ to Rate schedule 
FER¢ No, 79-, since no protests to PG&E's submittal were filed 
within 30 days after the FERC's notification 6facceptance, the 
FERO's aotion is now final, thereby closing FERC Dooket No. 
ER89-390-000. 

16. The agreement provides that Arvin k Edlson shall pay 
PG&E the settlemertt amount within 30 days. However, since the . ~ 
settlement ~elates to CPUC-jurisdictional sal.es and service, the 
funds have been held by ?G&E pending CPUC approval, at which time 
this bIlling dispute will be cOnsidered closed. ' 

17., The $460,000 settlement amount, plus $41,060 of • 
acc~ed interest represents approximately 79\ of the totalam9~nt 
biiled. However, PG&E believes that this represents a fair and 
equitable settlement in that it coJ\c~rns a c9mpie~ billing , 
dispute inVolving two regulatory jurisdictions and a state court. 

- . - '. 

18. It has been tive years since the in6identthat . 
preoipitated this dispute and PG&E believes th~t this setti~m~nt 
represents areasenable balance between further litigation and' 
the lik~lihood'6tbeing abl~ to prevail· in state ¢ourt, "at PERC 
and ultimately with the cPUC.· " 

19. The funds received by PG&E are booked as reVenue In" 
the 'year recei.ved. The difference betwe~n the billed amount"and 
the amount received is charged to Account IS071, Uncollectible 
Accounts. The writ~-6ff is netted against the CPUC-authorized 
fund PGtrE holds for uncoilectible revenues and is not subject to 
future collection. 

20 • The commi~sion ~d"isory and. Compli~nce, oivisi6ii ' ." 
(CACD) has reviewed this f1ling and bel~eves that given the risk 
involved with such litigation, the settlement is reasonable. 

21. PG&E alleges that ~his iil~ng' wiiin6t increase any 
rate or charge, cause the withdrawal Of service, nor conflict 
with other rate schedules or rules. 

FINDINGS 

1. The settlement agreement with Arvin-Edison', as 
presented by PG&Ein Advice letter 1257-1::, r~presents the 
conclusion of a complex billing dispute involving two regUlatory 
jurisdictions and a state court. 

2. The settlement amount and the revision to the 
previously f~l~d agreement have been reached after several Y~ars 
of protracte~ discussions and represent terms mutually acceptable 
to both parties • 

.' 
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3. The revised agreeMent and the settlement am6unt haV6 
already heenapproved by the Federal Energy Regulatory Commission 
and only CPUC approval Is required for PG&E to conolude this 
billing dispute. 

4. Pd&E was prevented br the provisions of the FERC 
tariffs from utilizing normal co laotion procedures, such as 
termination ot service. This lett litigation as the only avenue 
of recovery. 

5. The uncollected amount over and above the settlement 
agreement is balanced against the cost of future litigation and 
allows the two parties to conolude this dispute under terms . 
mutually acceptable to both parties. 

6. By settling this matter out of court, the rIsk of 
failing to prevail in the court is eliminated. 

7. . The propOsed r~vision to th~ 19~? letter agreement 
with Arvin-E4is6nshould eliminate the possibility of future 
misunderstandings of this nature. 

S. Fora!l of the above reasons, this settlement 
agreement should be approved. 

THEREFORE IT IS ORDERED this. t t 

1. pacific Gas & Electric Company is authorized under" 
the provisions qt section X,A. 6fGeneral 6rd~:t No, . 
96-A and Section 491 of the Public utilities COde to 
amend the prior let~er agreement with Arvin .... EdisoJ)· 
water storage District, as presented by Advice Letter 
1257-E. 

2. pacific Gas &. Electric company is authorized to'i~l~' 
the negotia~ed se~tleme~t agreement with Arvin-Edison 
as presented by Advice letter 1257 .... E. . 

3. The effective date of the amendment to the letter 
agreement ~nd ~~e negotiated ~et~lement agreement 
shall be the effective date of thi.s resolution •. . . 

4. within thirty (30) days after the ett~ctive ciateQf· 
this resolutionPacitic Ga$ & Electric company·shali· 
file an advi(je . letter; a~Emding the List .'of' Cohti:"ilcts 
and oeviations to include the negotiated settlement 
agr~ement a~d the a~en4ment to the 1967 letter 
agreement with Arvin-Edison. 

5. Adv~ce l~tter 1257-E and accompanying attac~ent~ 
shall be marked to show that they were accepted for 
filing by Resolution E-3164. 

0" 
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I hereby ¢ertlfy . that "this resol.ution was 
adopted by the c~ilfornla. Pu'blio U.tlllties 
cOIDlllission at its regular lncetihg on NoVember 3, 
1989. The following Commissio~ers approved itt 

O. MITCHEll WllK 
. Pfeskfent 

FREOEt:OCf{R. DUoA 
STANLEY \Y. -HULETt 
JOHN D. OHM'1AN 
PAlRiCIA M," EC,1<ERl 

CornrnissJ6ners 
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