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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISEION ADVISORY RESOLUTION E-3164
AND COMPLIANCE DIVISION November 3, 1989
Energy Branch

RESOLUTION E-3164 PACIFIC GAS & ELECTRIC COMPANY
AUTHORIZED TO FILE A NEGOTIATED SETTLEMENT AGREEMENT
WITH ARVIN-EDISON -WATER ' STORAGE DISTRICT, LOCATED
IN KERN COUNTY, WHICH AMENDS A PREVIOUSLY AUTHORIZED
AGREEMENT AND RESOLVES A BILLING DISPUTE AND RELATED

LAWSUIT BETWEEN THE TWO PARTIES.,

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

1. . By Advice Léttér 1257-E, filed August 2, 1s83,
.Pacific Gas & Eleéctric Company (PGLE) requests authéfizatioh to

accépt a négotiated séttleémént agreément with Arvin<Edison Water
‘Storagé District: (Arvin-Edison), datéd March 29, 1989, This . -
settlemént agréeément reésolves a billing dispute and related . .
lawsuit bétwéen the two partiés. Thé settlement agreement also
amends a prior agréement betwéen PG&E and Arvin-Edison.

2. This résolution approves PGLE’s request.

BACKGROUND

. In Décémber, 1967, PGLE signéd a letter agréement
with Arvin-Edison and theé Uniteéd states Buréau of Réclamation
(Bureau) régarding thé furnishing of transmission, exchange, and
other sérvicés to the Buréau in order that central valléy Projeéct
(CVP) eélectrical power could be délivered to Arvin-Edison’s
pumping . installations in Kern County. .

' The Bureau has subséquehtly hecomé known as the™

2. . .
Department of Enérgy, Wéstern Aréa Power Alliance of thé Unitéd
States (WAPA). WAPA is the markéting agéncy of the Départment of
Energy and as such, markeéts fédéral powér produced from federal

dams and other sourceés, : ' '

3. Under thé provisions of the 1967.létter agréement,
Arvin-Edison mist maintain its pumping load s6 as to not éxceéd
the maximum power allocation availablé from WAPA at any timé. In
the evéent of such "éxcess 16ad” Arvin-Edison will designate a
specific pumping installation as having recefved the excess
purchased power from PG&4E rather than transported power. The
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geoified installation will be biiled for service from PG&E under
the applicable PG&E tariff. Oncé such séryicé is injtliatéd under
the applicable PG&E tariff, Arv n- Edison is obligated to continue
such sérvice for the full minimum term of that teriff.

4, - on April 11 1984 at’ 3 oM, Arvin-Edison produced a
peak pumping load demand of 32,382 kw. This was in excéess o6f the
30 000 kw power allocation avallablée to Arvin-Edison from WAPA.

A billing dispute arose betweén PGLE and Arvin-zdison
due to differing intérpretations of the Fedéral Enéergy Régulatory
commission (FERC) tariff under uhich Arvin-Edison received power.

6. - Dué to the complexity of thé issues, the billing '
disputé ultimately went to litigation in a staté court. The
proposéd settlement agreéément preseéentéd b¥ this filing represents
a negotiated settlement of the issues 1lit gation. '

NOTICE )
= Publio notificatibu of this filing has been nade by .
publication in the Commission’s caléndar and by mailing copiés of

the ‘advice létter to otheér utilities, govérnmental agenciés and
to all interested parties who requésted such notification.:%_;é;

2. - To cbnserVe mailing costs; PGEE aid not mail copies

of the settlement. ‘agréeément to all parties, but a copy of the
agreément is available upon writtén request.

PROTESTS

1. ' : 'No'protests have beéeén récéived.

DISCUSSION

1. _uUnder. the provis1ons of thé 1967 agreement, “in the
event of éxcéss load delivered, Arvin-Edison was requiréea to
désignaté spécific pumping installations to eliminatée the ekcess
load, Such pumping installations aré considered as having'
receiveéd PG&E powér rathér- than PGLE transported WAPA power and
would theén be billéd at the applicablé PG&E tariff rate, -
including the minimum term for such tariff.,:, , -

2. A {n-Edisen had the éptien of securing, within 30
days,; a suffic ent retroactive increase in its power allotment
from WAPA to cover the excess load 51tuation.

. The applicable PG&E rate schedule in this case 1s PA-l
A ricultural Power. This rate schedule requires a oné year
?nimum contract thereby requ1r1ng PGLE to bill Arvin-Edison for
the spe01f1c period of April 1, 1984 through March 31, 1985,
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unless Arvin-Edison secured a sufficient power aliotmeht ihcrease
from WAPA, :

4, Arvin-Edison falled to secure this allotment fncrease
within the preéscribea 30 day time limit. Arvin-Edison alse di

not make such pump designations, as required b¥ the agreemént, -
b?t instead offered three alternatives as a solution to the
dispute!

a. Repeéat an earlier pump installation designation.

b, Subsequently seek a retroactive adjustment in the
contract rateée of delivery from WAPA for the
specific month of Agril, 1984, B |
Designaté individual pumps rather than pumping
installations opérating at the peak demand time
in question, whose combined loads would equal or
excéed the eXcess déemand of 2,382 kw.

unaccééptable and céontrary to the requirements of the agreement.
PG&E’s reasons being:

5. .. PG&E réjected these three alternatives as

a. Thé previously designated pumps had a combined -

recordéd péak demand of 1,547 kw during the April

11, 1984 time frame, which did not cover the full

amount of the éxcess demand over and abové theé:
30,000 kw WAPA allocation and thus did aot fully
cgntributé to the éxcéss load creéated at that
time. ' ' . Lo
Any rétroactive adjustment to the contract rate
of delivery sought by Arvin-Edison was not done
within the 30 day péried following the billing
for theé éxcéss demand as réquiréd by the
conditions of the 1967 agréement, Thére are no
provisions in the agréemént for a témporary =
adjustment to thé contract rate of delivéry toé
covér one spécific time period. T
PUumps must be d@si?nated_by,pumping installatioens
rathér . than by indlvidual punmps so that PGLE can
properly carry out its métering responsibilities.
Designation of somé but not all punps within -
?iVen“pumpiﬂg installations would maké it .
mpossible to rely on PG&E tape-recording méters
for billing and would réquire PG4E staff té spend
an eéxcessivée amount of time using manual pump
métér récords supplied by Arvin-Edison to
calculaté bills. In addition, the applicabie
CPUC-filéd tariff for PG&E requires separately
metered sérvice. )

6, . This matter was still not resolved séveral months
later and on January 14, 1985, PG&E Served notice on Arvin-Edison
that unless Arvin-Edison supplied written designation of specific
pumping installations within ten days, PG&E would make its own




designation based on thé pumping installations that were
éxceéding the specifio allocatéd demand on April 11, 1984,

7 Accordingly, on JaTuary 24, 1985, PGLEB désignated 20
Arvin-Edison pumping installations with a combined maximum
connectéd load of 4,712 kw as having contributed to the excess
demand on April 11, 1984,

8. , Based 6n actual COhSumgtiOn of electrical éenergy by
these 20 pumping installations during the peériod from april 1,
1984 and March 31, 1985, PG&E calculated a bill to Arvin-Edison-
of $634,597.08 under thé applicable PA-1 rate schedule in effect:
during that timé peériocd. ,

9, ~ Arvin-Edison disputed this billing and the matter has
been in conténtion eveér since. Thé amount in quéstion was placed.
in éscérow by Arvin-Edison and has accrued interest during thé

‘period of dispute.

10. The primary eléctric énérgy received b{iarviﬁ-zdisQn
'is WAPA energy which is transportéd by PG&E and delivered under
FERC tariffs. Thé FERC tariffs do not provide for the = -
transporting utility to terminaté seérvice due to a hilliﬁ?

s

dispute and thus PG&E was not able to avail itself of th
method of colléction.

11, = The mattéer was réferréd to thé Kern County Supérior
Court (Dockét #190142) and on March 29, 1988, a séttlément -
agréeement was reached betweéen the two parties. .

12, . Thé settlement_agggemént calls fbr a payment by i»
Arvin-Edison to PG&E of $460,000 plus accumulated interest of
appr?ximatély $41,000 as thé négotiated payment for the disputeéd
billing.

13. , ‘In addition to the seéttlemént of the bill, PG4E and
Arvin-Edison agrééd to avoid such disputés in thé future by -
amending thé applicablé section of the 1967 agreément to allew
Arvin-Edison thirty-fivée (35) days from thé dateé thit PGLE issues
a writtén noticeé or bill to providé PG4E with a writtén notice
from the Federal governmént that a retroactive increasé in the
contract délivéry rate sufficient to meet the monthly maximum
démand will be granted. o

14. _ This revision differs from thée originaliagréement in -
that Arvin-Edison’s obligation to PG&E changes £from 30 days from
date of billing to sécuré a retroactive incréase in the: contract
rate of deélivery to 35 days to obtain written verification that
an increase in contract délivery will bé grantéd. The increase
would bé in efféct until subséquéntly modifiéd by both Arvin- .
Edison and WAPA, with thé excéption that oncé Arvin-Edison starts
taking service under an applicable PG&E tariff the obligation to
continué thé service will continué for the full minimum term of
the tariff. -
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15, On February 28, 1989, PGLE filed with the FERC the
settlemént agréément and bI létter dated June 6, 1989, the FERC
notified PG&4E that the filing had been acceptéd and that the
séttlement was designatéd as ~Supplement No. 33 t6 Raté Schedule
FERC No. 797, Since no protésts to PGLE’s submittal were filéd
within 30 days after thé FERC’s notification of acceptance, the
FERC'SgacE%gn is now final, thereby closing FERC Docket No.
ER89-3 0’ [

16. _ The agreément providés that Arvin-Edison shall pay
PG&4E the séttlemént amount within 36 dayss'However, sincé the -
settlément relates to CPUC-jurisdictional sales and service, the
funds haveée béen held b{ PGLE pénding CPUC approval, at which time
this billing disputée will be considered closed. :

17. N The $460,000 séttlémént amount, glus 941,000 of =

accruéd intérest represents approximatély 793 of the total amount
billed. However, PGGLE believes that this represents a fair and
équitable settlément in that it concérns a complex billing
dispute involving two régulatory jurisdictions and a state court:

. 18, - It has béén five years sincé the incident that -

precipitated this dispute and PGLE belléevées that this séttiement
représents a reasonablé balancé bétween further litigation and

the 1ikeélihood of béing ablé to prevail in state court, at FERC.
and ultimately with thé cpuc. ‘ _ -

19. Thé funds recéived by PGLE arée béoked as revenue in. -
the year réceived. The différénce bétween the billed amount and
the amount reécéived is charged to Account #8071, Uncolleéctible
Accounts. The writé-off is nettéd against thé CPUC-authorized -
fund PG&E holds for uncollectiblé revenués and is not subject to
futureée collection.

20. : The Commission Advisory and Complianceé Divisien =
(CACD) has réviewed this filing and bélievés that given the risk
involved with such litigation, the settlemeént is réasonable.

21, _ PG&E aliegés that this filing will not increasé any
raté or chargé, cause thé withdrawal of service, nor conflict
with othér rate schedules or rules,

FINDINGS

1. N The settlemént agréémént with Arvin-Edison, as
presentéd by PG&E in Advice léttér 1257-E, répresents the .
conclusion of a compléx billing dispute involving two regulatory
jurisdictions and a state court.

2. . The settlément amount and the revision to the =
préeviously filed agréement have been reachéd after several yéars
of protracteéd discussions and represént terms mutually acceptable
to both parties. , '
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3, The revised agreément and the séttlenment amount hayeé
alread{ been approvead b{ thé Fedéral Energy Regulatorg Comnission
and only CPUC approval 1s required for PGAE to conolude this
billing dispute,

4, , PG&E was prevented by the provisions of the FERC
tariffs from utilizing normal collection grocedures, such as
termination of service. This left 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 ana
_aglows the two parties to conclude this dispute under terms
mutually acceptablé to both parties.

6. By séttiing this matter out of court, the risk of
- falling to prevail in the court is eliminated.

S  The proposéd révision to the 1947 letter agréement
- with Arvin-Edison should éliminaté thé possibility of future
- misunderstandings of this nature. A

8. For all of the above réasons, this settlement

agreement should beé approved.

THEREFORE IT IS ORDERED thatt

1. Pacific Gas & Eléctric Company is authorized under’
the provisions of section X.A. of General Order No. -
96-A and Section 491 o6f the Publié Utilities Code to.
aménd thé prior letter agréément with Arvin-Edison -
Water Storage District, as presented by Advice Letter
1257-E. : - .

Pacific Gas & Eléctric Company is authorized tbffiié'
the négotiatéd séttlement agreément with Arvin-Edison
as présented by Advice letter 1257-E. »

The éfféctivé daté of the amendment to thé letter
agreénent and the négotiated settlement agreement
shall be the effective date of this resolution.:

Within thirty (30) days aftéer thé effective date of =
this resolution-Pacific Gas & Electric Company shall
file an adyiceé lettér amending the List of Contracts -
and beviations to includé the negotiatéd settleément
agréeement and the améndment to the 1967 letter
agréement with Arvin-Edison. ]

Advice letter 1257-E and accompanying attachménts
shall be markeéd to show that they weré accepted for
filing by Résolution E-3164.




I hereby certify that . this resolution was .
adopted by thée cCalifornia  Public Utilities
Commission at its regular meeting on November 3,
1989, The following cCommissioners approved itt

G. MITCHELL WILK
Ny Prasldent
FREDERICK R. DUDA
STANLEY \W. HULETY 9o K0L/

JOHN B, OHANIAN DI N £
PATRICIA M. EGKERT | SFSLEY FRANKRIN
Commissioners , Acrl .qf}::;écutigf\é irector




