Decision No. 37148 | .;}\3 ﬂ @ H Nﬁﬂ-

BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
EDWARD B. REGAN, doing Business as
and under the name of San Joaguia

Ae & G, Xeal Company, for permission
to obtain Service of Surplus Natural
Gas for Industrial use under the Ap-
plicable Surplus Natural Gas Schecdule
or Schedules as Published by Pacific
Gas & Electric Commany.

Application No. 26113
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)
In the matter of the Application of E. P.)
LOUMENA, for permission to obtain service)
of surplus natural gas for industrial use) application No. 26071
under the applicable surplus gas schedule)
or schedules of Pacific Gas & Electric )
Company, a public utility. g

W. D. MacKay and L, H. Stewart,
for Applicants.

R. W. DuVal, for Pacific Gas and
Electric Company.

BY THE COMMISSION:

CRINIOX
Two gas customers of Pacific Gas and Electric Company, now served
under "firm'"™ rates, have applied to the Commission for orders directing that
utility to serve applicants at lower "surplus" rates(l), the latter schedules
having herctoforc been restricted to the degree and under the circumstances

hereinafter discussed. On May 2, 194L the applications were set for hcaring

(1) The Regan application requests an order "directing™ the utility to serve

at surplus rates, while the Loumena adplicetion (in which Edw, Bobson, pur<
chaser of the Loumena business, has asked to be substituted as applicant), prays
for an order "permitting" the utility to serve that applicant at swplus rates.
In other respects the two applications are substantially similor,
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on May 8, 1944, and a notice of hcaring was mailed to the utility by the
Commission.

At the opening of the hearing counsel for the utility entered 2
speclal appearance and moved for dismissal of both procecdings upon the ground
that the Commission is without jurisdiction to entertain the applications.

Such zotion was argucd and taken under submission by the Examiner. Applicants!
counscl having indicated a desire to proceed vpon the merits, witnesses werc
called by applicants and by the Commission. Counsel for the wtility celled no
witnesses, although he participated in cross-examination, applicants' counsel
having stipulated that such action would not constitute a general appearance.

In 1942 Pecific Gas and Elcetric Company was authorized to file an
emergency rule which effected, in part, the closing of surplus gas schedules
to new customers and to new uses to old customers.(z) Such rulec stemmed from
certain earlier orders issued in a Commission investigation relating to the
sale of surplus natural gas.(B)

Applicant Regan, 2 manufacturer of animsl and poultry feeds at Escalon,

alleges that he recelved gns service at surplus rates from Pacific Gas and

(2) Emergency Rule and RKegulation a-L, Limitntion upor Surplus Natural Gas
Service. (Original Sheet CRC No. 1051-G, loter canceled by Revised Sheet
No. 1199-G.) That rule now reads in part as follows:

"l. Surplus artural gas scrvice (i.c., service on the GS rate
schedules) is closed:

(a) to new applicants
(b) to existing and formcr customers at new lecations

(¢) to existing customers at present locations served on
rate schedules other than those of the GS series

(d) for additional cquipment at any location.

"2. The Railroad Commission may by rule, order or otherwisc
establish or permit such exceptions from the conditions of paragraph 1
hereof 23 it may consider just and reasonable,"

(3) Re Gas Utility Schedules, 43 C.R2.C. 841 and 44 C.R.C. 252. (Decs, Nos.
34797 and 35455 in Case No., 4L591.) Those orders restricted the availability
of surplus gas schedules, and particularly required that stand-by fuels be
orovided for all new services of that classification. Strict enforcement of
shut=off rules was directed, and such orders also required that surplus users
o:tain%ng uninterrupted service after shut-off notice be placed on firm rates
therealter.




Electric Company before June 30, 1942, at which time he entered into a contract
with the utility to receive service under "firm industrial” rates. Regan prays
for an order directing the utility to render future service at the lower surplus
rates. Applicant Bobson (purchaser of the Loumena business) operates a laundry
at Manteca, and requests an order permitting the utility te¢ serve him at

surplus rates.

On the question of procedure there appears to be merit to the utility's
position that applicants' pleadings should have been in the form of complalnts
and served upon the utility in cenformity with the Commizsion's procedural
rules. However, the utility actually received notice of these proceedings and
was represented at the hearing. Although counsel for the utility called no
witnesses, such counsel cross-examined the witnesses who testified. Applicants
presented their showing in support of their requests, and presumably would have
made the same showing had they complied with all of the prececdural steps
mentioned at the hearing by counsel for the utility. Under these circumstances
it seems appropriate to consider whether the customers have made such a showing
as would justify the granting of the relief sought, regerdless of the manner
in which their requests were presentcd.

The rule restricting the avallnrbility of surplus ges schedules is an
emergency war measure, found warranted by critical changes in the utility;s
gas supply and the sharply increcased war demands for gas. Ia authorizing the
utility to file such emergency rule the Commission found that the restrictions

involved would net result in Lllegal discrimination. (Re P. G. & E. Co.,

Dec. No. 35707, App. No. 25139.)

Whea a customer desires swrplus service, as a deviation from the
provisions of the filed rule, the burden rests upon such customer to show the
need and the justification for the granting of such a deviation.

Regan, a manufacturer of animal and poultry feeds at Escalon, uses
natural gas in connectlion with a dehydration process. He testified that labor
and other costs have increased, 2nd that hc has been required to scll his mer-

chandise at established ceiling priccs, thus reducing his margin of profit.
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The record is quite complete as 1o Applicant's gas requirements as
vell as what his fuel copts are under the firm industrial rates upon which he
18 billed, alsgo upon the corresponding surplus rateq, if he were granted that
sexvice, and likewise what gas 1s worth to him in respect to fuel oil. In this
respect, the record shows that he is now paying approximately 25¢ per thousand
cublic feet under the firm industtrial tarif? (G-40) and that if such service vers
billed under the closed surplus Schedule GS-3A the average rate would bde reduced
to approximately 15¢ per thousand cublic feet. TIf os.l‘ were uged instead of gas,
its equivalent cost would approximate 40¢ per thousand cuble feet, and wnder the

latter condition of riring, the uge of oll would result in less satisfactory
operations.,

The record furtlier shows that in thig same Escalon, Manteca and Modesto
area the serving utility has during the same period been required to fwrnish gas
ao'x'vico to five other dehydrater plants. Thess Plants were initizlly served
wndor the seme fixm G-LO tariff and later, whon a new intorruptidle gae tariff
known as GI-2 became available, these plants were transferred to that rato.(h)
The average rate that could be earnod wnder tho GI tariff 1s approximately 23¢
and thus 1s lower than the firm gae rate, but is conelderably highoer than the
old surplus rate ovor which it has prefei'oncc in periods of curtailment.

On the other application, Edwerd Bobson, purchaser of Applicent

Lounena’s lauwndry business at Mentece, testified that the difference in opera-
ting cost botween swrplus and rirm rates 1s about $50 per month, and that there

18 & narrow margin of profit between established colling prices and incroased

costs of operation. The bugsiness was recolving firm gas service when taken

over by Mr. Bedson, and the latter signed a contract
April I, 194k,

for firm gas service on

It 1s also part of both Applicants’ contention and ¢laims that they
were ireiuced to tranalfer “rom

"surplus” to "firm" rates because of alleged

premature and oYronecus representations made to thenm by utility employees' to the

effect that because of war plent requirements in the vicinity but little natural
#08 vould be avdilable te surplus customers.

(4)This 16 2 new tarifr for interruptible ges

service and was authorized by this
Commission's Decision No. 36686, and became

effective November 15, 153,
-h-
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From the record developed it appears that in both instances the
principal reason for desiring to be placed on the closed surplus tariff is
to make possible a further saving in their operating costs in order that in-
creased profits may be realized in the conduct of their business. Other appli-
cations for surplus gas service have been denied by ?he utility and in the case
of a similar request to the five dehydrators heretofore referred to, service is
now being rendered under the new interruptible tariff which rates are likewise
open to the petitioners in this proceeding. It is our opinion that the record
does not substantiate applicants' claims that they were unduly influenced by
representatives of the utility when the change was made to the {irm gas tariff,
but were merely advised as to the possibility of more frequent and prolonged
"shut offs," and, further, in order to be assured of a more continuous gas
service, applicants elected to take the gas service they are now receiving.

In an application such as this, where the utility is not a party to
the proceeding, the most that the Commission can properly authorize is the

granting of permissive authority to the utility to render the service prayed

for; however, in the instant proceedings the Commission is of the opinion that

the record does not so warrant, and further the utility is unwilling to render
the service requested. These being the facts, the relief sought must therefore

be denled.

Public hearing on the above applications having been had before
Examiner Wehe, and based upon the rccord and upon the findings contained in
the foregoing opinion, IT IS ORDERED that Applications Neos. 26113 and 26701 be
and each of them is hereby dismissed.

Dated, San Francisco, California, this

n/,‘u_,gt » 19LL.
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