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Decision No. __ O<414 CEARE |
BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
In the Matter of the Application ofi

SOUTHERN CALIFORNIA GAS COMPANY £or

(a) A General Increase in Its Gas Application No. 53797

Rates, and (b) For Authority to ) (F1led Jaauaxy 19, 1973)
Include a2 Purchased Cas Adjustuent g ‘ ‘
Provision in Its Tariffs. B

(List of Appearances in Appendix A)

OPINION ON MOTIONS RELATED TO POSSIBLE CHANGES IN
GAS DELIVERIES TO CERTAIN CUSTOMERS OF SOUTHERN
. CALTIFORNIA GAS COMPANY
During the course of hearings on this application

Southern California Edison Company (Edison) filed a motion on
Septewber 2¢, 1973%/ requesting the Commission to consider
evidence relating.to alternate arrangements for deliveries of
gas by Southern Cglifornia Gas Company (SoCal) to its retail
steam electric custowers, to San Diego Gas & Electric Company
(SDGSE) for use in SDGSE's steam plants, and to SoCal's A-block

customers. Responses to the Edison motion were £{led by several
parties. | | |

A wotion was £iled by SDGEE requesting that if considera-
tion of reallocation of gas supplies to its detriment was to be
made that Edison supply detailed information concexrning all of
its gas supplies of energy from 1960 through 1972'recorded;1973

1/ soCal's G-58 customers had previously indicated a desire to
have deliveries for SDGSE's steam plants governed by parity
rather than the floor authorized inm Decision No. 80430,

The Zdison motion, a more detailed exposition of an earlier
verbal request and written motion, was made in response to

3 request by Exawminer Levander to advise the parties fully
of the relief sought. S
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and 1974 estimated, together with all assumptions undexlying its
1974 gas requirements estimate, '

The city of San Diego (San Diego) filed & motion to require
an envirommental {mpact report in the event that the Commission
considers the reallocation of gas supplies to be to the detriment of
SDGEE, because such a reallocatiom will result {n the substitution
of fuel oll for gas in SDGSE's genmerating statioms, which would have

an. adverse effect upon the San Diego area environment,

SDGEE filed & motion requesting that Edison be required to
sustain the buxden of proof on all contested issues.

Written responses were filed by various parties to the
several motions and rebuttal replies were filed. Examiner Levander |
granted Edison's motion i part and SDGSE filed a petition requesting
this Commission to review the ruling. The details of the ruling are
set forth in this opinion. It is appropriate for us to xeview the

various arguments presented by the parties and to rule upon the
notions and petition. |

Edison Motion

Edison moved that SoCal be dixected to supply evidence in
this proceeding showing the anticipated gas supplies, gas require-
ments, and levels of gas service for 1973 and for SoCal's test year
1974 under hot-year, average-year, and cold-year conditions for
each of the retail electric gemerating customers (G~58) of SoCal,
for the steam plants of SDGSE, and for the A-block regular
Interruptible customers supplied by SoCal to the extent that such
A-block customers utilize the gas for similar end useazj undex

2/ Edison's origingl written motion did mot limit the A-block
utilization for similar end uses (i.e., uses with the same

Federal Power Commission (FPC) curtalloent priority).

-2-
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the following separate assumptions of fact:

(2) SoCal's annual deliveries to SDGSE were not less than
221,000 Mcf per day times the number of days per year under
existing curtailment priorities. |

(b} SoCal's deliveries would result in approximately equal
percentages of satisfaction of the requirements of its G-58
customers and of the supply to SDGSE's steam plants.

(e) SoCal’s deliveries would result in approximately equal
levels of satisfaction of the A and S-1 requirements of each of
its. G-58 customers, of SDGSE's stean plants, and of its A-block
regular interruptible customers. ' o

Edison stated that such evidence would enable the
Commission to be in a position to establish just, reasonable, and
nondiscriminatory rates and conditions of service, and to correct
the unreasonable differences in rates and service which this
evidence would disclose. :

Edison's motion relied in part on excerpts from.Decision
No. 80430 dated August 29, 1972 {n Applicatfion No. 52696 and
upon Decision No. 81802 dated August 28, 1973 in Case No. 9474,
Decision No. 81802 indicates that the issues of making a
deternination of parity relationships between interruptible
customers oxr if the floor level councept should be retained may
be properly. raised in this proceeding. Edison contends that:

(a) Conditions of inadequate gas supply referred to in
Decision No., 80430 have significantly changed and further deteri~
orated because of unanticipated actions of the Federal Power
Commission as well as accelerated deficiencies in the nation's
supplies in relation to demand (e.g. projected deliverfes to
G-58 customers and to that portion of G-61 deliveries to SDGSE
used by SDGE&E for its utilities electric generation for 1974
would be 82.5 billion cubic feet of gas resulting in a 12.7
percent level of service as compared to 300.8 billion cubic feet
resulting In a 59.1 percent level of service for 1972);
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(b) sSoCal still believes that equitable levels of supply
to its interruptible customers continues to be an important issue
and that SoCal still supports a parity concept for electric
generation service; | |

(¢) To avoid unjust discrimination in rates or service there
sbould be an examination in depth of the relative levels of
sexrvice of customer groups.

Edison supported consideration of the paxity issues in
separate proceedings after evidence had been taken on SoCal's
rate case in chief If the parties could agree to a procedure
in which the nonprevailing paxty or parties would pay indemnifi-
cation to the prevaeiling party for costs incurred substitutiog
fuel oil for any excess of gas deliveries baged upon curxrent
priority arrangements as opposed to delivery made under the autho-
rized basis irn the decision on Phase II proceedings.

The Departuent of Water and Power of the city of Los
Angeles (DWP) supports the Edison motion. DWP pointed out that:

(a) The price of alternate fuels have skyrocketed;

(b) All major utilities in the State with the exception of
SDGSE axe presently unable to contract for major portions of their
low sulfur fuel oil supplies to meet thelr generating require-
ments for the years 1974, 1975, and 1976 (citing Decision No. 81921
in Case No. 9581 and particularly Appendix A attached thereto).

SoCal did not object to supplying the dats requested by
Edison. However, it requested that the Commission issue an oxder
in its rate case in chief, and that the parity gas allocation
issues be handled in a separate set of hearings to prevent delay
and loss of earnings to SoCal. SoCal pointed out that: |

(a) Placing the requirements of its A-block custoumers into
a pool with the requirements of electric generation customers
would be a major departure from the segregation among interruptible
customers authorized in Decision No. 62260 dated July 11 1961
in Case No. 5924;

A
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(d) In view of the present and prospective curtailment rules
of the FPC, any reallocation or adjustment of levels of service
between A~block regular interruptible and electric generation
customers c¢ould possibly have a negative impact on the volumes
of gas available to SoCal from its out-of-gtate suppliers,
depending upon which A-block interruptible customers are to be
included as utilizing the gas for similar end uses.

SoCal opposes the indemnification concept proposed by
Edison because rates and levels of service authorized in a decision
are set prospectively and not retroactively and Section 734 of
the Public Utilities Code authorizes the Commission to ordex repara-~
tions, but in limited and specific circumstances which are mnot appli-
cable in this proceeding, ‘

The California Manufacturers Asgociation (CMA) stated
that: |

(2) The information requested of SoCal would be insufficient
to effect a reallocation of gas as requested by Edison;

(b) The Edison motion was not made on a timely basis;

(¢) A-block customers relied on SoCal's estimates in securing
alternate fuel supplies; '

(d) The A-block customets problems in securing alternate fuel
supplies with an estimated 38 percent level of service would
increase 1f the Edison motion was granted. Oil refinery output
would be reduced as a consequence of adopting the Edison proposal;

(e) Rates and levels of service are inseparable and cannot
be modified in the time span contemplated by the Edison proposals.
Therefore CMA opposed phasing the rate and supply issues; .

(£) Edison should bear the burden of proof as to allegedly
discriminatory treatment and as to the effect of its pfOposals
on the environment, (even though Edison's proposal is not a project
within the meaning of the California Environmental Quality Act or
of Rule 17.1 of the Commission's Rules of Practice and Procedure);

~5-
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(g) Edison should make & full disclosure of 2ll of its fuel
and energy resouxces;

(b) Edison should show the comparative availability and cost
of alternate fuels to A-block customers and their ability to
absord such cost increases;

(1) There is no basis for Edison's 1demnif1cation proposals.

SDGSE objected to the granting of the Edison motion
because:

(a) The parity issue had been decided as to SDGSE in Decision
No. 80430 and there are no new matters of substance alleged by
Edison not previously considered by the Commission which would
warrant reopening and reconsideration of the Commission's earlier
determination;

(b) San Diego was a firm wholesale customer and its level
of service should not be equated with SoCal retail interruptible
and steam plant customers;

(c) 1In Decision No. 80430 the only matter remaining to be
considered on the subject of parity related to the A-block regular
intexruptible customers and Edison's request for evidence goes
beyond what the Commission wanted to be considered in this pro-
ceeding;

(d) Edison should be required to make its own evidentiary
presentation on relevant issues in this proceeding through its
own witnesses;

(e) Phasing of the proceeding would be prejudicial to SoCal's
customers if the Commission is going to consider a reallocation
of SoCal's gas supply between its f£irm and interruptible customers.
A new design of rates would be reQuired after the initlal deciaion
1f the hearings were phased.

(£) SDG&E and its customers should not be required to 1demni£y

Edison on a basis of complying with prior orders of this Commission,
or on any other basis.
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~ SDGSE states that it paid and continues to pay substantial

demand charges pursuant to its gas service agreement with SoCal
in order to assure itself of the right to make such demands for
volumes of gas; that the G~58 customers have no demand rights;
and that it has no intention of reimbursing or subsidizing Edison
or its customers for fuel oil or gas costs which result from Edison's
failure to contract in advance for necessary oil and gas supplies.

SDGSE also requests a denial of Edison's motiom im full -
or a denial of the Edison request to reopen the parity issue as
to SDGSE which would affect the floor level of its contract; that
if the Commission grants the motion of Edison, that it be granted
only as to the effect of parity restrictions on the A-block
customers in light of the discussion in Decision No. 80430; that
the Commission postpone issuance of any order granting,the Edison
motion in whole or in part pending resolution of its petition for
xehearing of Decision No. 81802%/; that 1f the Edison motion 1s
granted with respect to SDGSE that Edison be required to provide
the evidentilary record with the information contained in SDGSE's
motion of October 12, 1973. - | |

The Commission staff stated that Edison based its wotion
on the language of Decision No. 80430 but did not recognize subse-
quent decisions of the Commission regarding relationships for
prioxrity of service between steam plants and laxge interruptible
customers, (such as SoCal's G-53-T (A-block) customers), nauely,
Decision No. 80878 in Application No. 53118 of Pacific Gas and.
Electric Company (PGSE) and Decision No. 81931 1in Case No. 9581,
the investigation on the Commission's own motion into the adequacy
and reliability of the energy and fuel requirements and supply =

.

3/ Decision No. 82214 dated Deceuber 4, 1973 denied the petition
for rehearing. SDGSE filed a petition for stay of the effec~
tive date of Decision No. 81802 as corrected by Declsion No.
81914 pending review by the California Supreme Court on
December 27, 1973. Decision No. 82327 dated January 8, 1974

granted the stay.

~7-
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of the electric public utilities in the State of Californis,as
follows: : _

(a) In Decision No. 80878 the Commission found that, “...PGSE's
proposal to place curtailment of its steam-electric plant on an
equal basis with large interruptible customers should not be
adopted."

(b) Decision No. 81931 made recommendations to all electric
utilities, including municipally owned utilities, and required
certain things of utilities under Commission jurisdiction. These
recoumendations did not refer to changing the priority of sexrvice
provided by the gas utilities with regard to steam plant gervice
even though SoCal presented evidence regarding the gas supply |
situation.

The staff contends that in view of these decisions it
way be ilnappropriate to consider a proposal which the Commission
did not consider in Decision No. 81931 and one which was actually
rejected in Decision No. 80878 and that the issue Edison
raised regarding priority of service could possibly be more
properly explored in a statewide investigation expanded to
include not oaly priority of service for similar end uses but
whether the entire price priority concept presently used in
the State Is appropriate in view of the actions at the federal
level concerning end use of gas.

All of SoCal's A-block customers were supplied with
a copy of the Edison motion. Several sent written responses to
the Commission in opposition to the Edison motion covering
arguments previously discussed in this opinion and pointing out
that certain of thelr gas uses have a higher FPC curtailment
prlority than boiler fuel usage. |
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Decision No. 80430 evaluated the requirements of the
various utility electric generating customers served by SoCal and
the requirements of SDGSE for utility electric genmeration. The
decision established Daily Contract Quantities (DCQ) to be used
for purposes of curtailment classification of utility electric
generation service on a parity basis, which includes a DCQ of
157.1 M? cfd for SDGSE,and also established the £loor concept of
minigum annual deliveries to SDG&E. As a result of declines in
the gas supply the floor would override paxity considerations for
deliveries destined for SDG&E's steam plants in 1974. 1In con-
nection with the DCQ's we stated: '

The establishment of the above DCQ's
is consistent with their application im arriving
at our adopted operational results for test year
1972 and provides a £fair basis from which to
determine henceforth curtailment classification
for utility electric generation sexvice. In ad-
dition, such establishment of DCQ's makes it
neither necessary nor constructive, so long as
there is minimal or no 'S-2' gas availabilicy,
to settle the controversy which developed during
the course of the proceeding as to whether or
not the gas requirements input for such curtail-
ment classification should be based on anmual
forecasts of such requirements or on the most
recent annual requirements actually experienced,
problem areas being involved with either basis.
Coumission approval must be sought to change
these daily contract quantities.” :

In this proceeding test year sales volumes are estimated
at approximately 783 billion cubic feet as compared to test year
sales of approximately 979 billion cubic feet for 1972, In test
year 1972 we excluded special contract deliveries of 44 billion
cubic feet of gas which were sold for utility electric generation
by SDG&E and SoCal's retail steam electric customers. In 1974
SoCal estimates. that in addition to its sales it must make a net
injection into storage of approximately 39 billion cubic feet to
insure adequate supplies for meeting its peak firm requirements.

9=
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Utility electric requirements on SoCal's system of G-58
or G-61 customers is the sum of potential deliveries under three
curtallment priorities, S-2, S-1, and A. SoCal's G-53-T customers
also obtain gas deliveries under the A-block priority. The DCQ
for a utility electric customer consists of the sum of its po:entxal ‘
daily S~1 and A block entitlements. SoCal endeavors to equalize
the curtexlments for each priority block.

The contemplated estimated potential requirements on
SoCal's system for a utility electric generation customer depend
in part on the availability of outside sources of fuel, hydro-
electric resources, or purchases of electricity by that customer.
Changes in each of these factors and changes in electricity sales
result in revisions of estimated potential requirements on SoCal's
system £or each customer (e.g. SDGE&E deferred taking delivery of a
portion of its special contract gas deliveries from 1972 Zo 1973).

SoCal's estimated 1974 deliveries to G-58 customers and
to SDG&E for its steam plants are 64,355 Mlef and 21,063 Nch
respectively. SoCal estimates no $-2 deliveries, no s-1 deliveries
to retail steam plants, and 53 M?cf of 8~1 deliveries (O 25 percent ////'
of the gas to be supplied) to SDGSE's steam plants for test yea: /’,’
1974. Esseatially all 1974 steam plant deliveries will be: under
A priority. Exhibit 25, the gas balance underlying SoCal's 1974
estimate, shows estimated retall steam plant annual A-block
requirements and total requirements of 171, 728 Mec£ and 568,349 M?ef
respeetively, a ratio of 30.2 pexcent. The corresponding ‘estimates
for SDGSE’s steam plants are 26,573 M2cf and 87,427 M2cf, a ratio
of 30.4 pexcent. G-58 deliveries In test year 1972 were
207,275 Mef. |
: SoCal's rate design witness and the staff's rate design
witness did not recommend modification of the G-58 DCQ's in view
of the changes in G-58 requirements.

-10-
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SoCal's rate design witness was familjar with the pro-
cedure for reporting in regard to curtailments by SoCal's out-of-
state gas supplier. He stated that:

(a) The‘requirements of its G-58 customers and of SDG&E for
its G-54, steam plant deliveries, are in priority 5, the lowest
priority;

(b) A-block customers requirements were split between priori-
ties 2, 3, 4, and S;

(¢) Sixty-one percent of the A-block requirements were
priority 2 and about 36 percent of the requirements were in
priority 5 and the remainder was spread between priorities 3
and &;

(d) 1I£ the entire A-block consumption was put into a comwon
pool with the G-58 and San Diego steam plant supply there would
be additional curtailment of out-of-state gas when higher
priority gas in A-block is curtailed and deliveries are made in
priority S;

(e¢) Regular interruptible rate schedules are based on ptice
volume prioxrity arréngements; | :

(£) There is no element of end use in the present regular
interruptible rate design comparable to the out-of-state priority;

(8) I1f the San Diego steam plant supply was put into common
pool with G~58 customers and the reallocation was made as sug-
gested under the Edison motion there would be no change in curcaxl-
ment of the out-of-state supply.

Examiner Levandexr's ruling on the Edison motion was as
follows:

(@) There would be no evidence taken on the question of
indemnification or reparation.

(b) There would be no evidence taken on the inclusion of
A=block customers requirements in a common pool with (A plus S$-1)

-11-
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. retail or wholesale steam requirements. If the entire A block
requirements were in & pool there might be further curtailmeant
of out-of-state svpplies. If the requirements of that portion of
the A block with the same end use as the steam electric plants.
were included in the steam electric pool there would be a split-
ting of the A-block and a differential treatment of customers
within that block. o

(¢) A shift in A-block priorities from a price volume
priority relationship to an end use priority should be brought
up on a state-wide basis rather than on a single company basis
if desired by the Commission.’/

(d) Evidence would be taken on the question of the floor
versus parity as between the G-58 customers and the SoCal deli~
veries to SDG&E used for steam electric generation. ,

(e) The record demonstrates a need for some rate relief to
applicant and it would be appropriate to separate the proceedings
to deal with the Edison motion separately in a Phase II proceeding.

(f) 1In addition to evidence on the Edison motionm,
envirommental effects and further modification of rates would
also be considered. | | o
The examiner stated that the parties should be prepared to.go
forward on the basis of his rulings and that if the Commiséion
modifled or reversed his rulings they would be advised and the
parties could then proceed om the basis of such chamges; SoCal

4/

=’ The examiner stated that he is opposed to such an investiga-
tion because the Commission is in litigation in opposition

to federal curtailment procedures because of their detrimental

effects on California supplies and that it would be prejudi~

cial to California to shift to an end use type of curtailment

while it was fighting the same issue in the federal courts.

-12-
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was to.prepaxe & restructured rate form to go along'wich the
changes in deliveries using these agsumptions together with
cextain information necessary for preparing an environmental
exhibit; Edison was to prepare an exhibit; and the exhibits
were to be malled by December 17, 1973,

A prehearing conference on Phase II, scheduled for
January 4, 1974, was postponed to permit issuance of this order.

 SDG&E's Petition for Reversal of the Examiners' Ruling ,
SDG&E requestsxeversal of the examiner's ruling

because:

(@) The ruling discriminates against SDGSE (and its cus-
tomers) as 8 £irm wholesale customer of SoCal which could result
in a windfall benefit to retail interruptible customers of SoCal;

(b) The ruling is contrary to the Commission's directives
in Decision No. 80430; |

(¢) The examiner, by his ruling, proposes to take evidence
and decide issues determined by the Commission in Decision
No. 80430;

(d) The ruling failed to certify to the Commission matters
raised by the staff which could only be considered and decided
by this Commission, (i.e. the end use order of investigation);

(e) The examiner, in effect, decided a major issue desig-
nated by the Commission in this case which he is not empowered
to decide;

(£) The examiver, in effect, determined that some regular
interruptible customers are to receive preferencial service over
firm wholesale customers; '

(g) The proceeding should mot be phased and it should be
submitted on a basis of the issues pertaining to the general .
rate increase application as filed: and
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(h) The examiner's ruling to phase the general rate increase
apart from the allocation of gas supply has adopted a procedure
prejudicial to the customer classes.

SoCal requests that the Commission deny SDG&E's petition
for the following reasons: |

(a) The hearings on the general ratemaking portion of their
application, designated FPhase I, have been submitted and they
should not be denied timely rate relief;

(d) 7The issue of parity and its impact on A-block customers
and on deliveries of out-of-state gas to SoCal should be the
subject of phased hearings; and

(¢) Rate relief should be accorded SoCal on the basis of
the level of service proposed in its rate design. The proposed
rates reflect the recent Decision No. 80430 which exhaustively
analyzed service to interruptible customers and which included
the adoption of SoCal's present Rule 23. |

SoCal points out that the issues raised in Edison's
motion will effect relatively few classes of service and a limited
and identifiable number of customers; that rates could be adjusted
when necessary pursuant to evidence in the Fhase II proceedings if
the Commission decides to alter the pattern of sexrvice between
customers; that modification proposals now being asserted by the
parties are in response to the increasing inteﬁsity of the enexgy
shortage and its impact on altermate fuel availability and price;
that if the A-block regular interruptible customers were placed
in 2 common gas pool with the steanm electric utilities purSuan;
to Edison's motion there axe potential adverse consequences which
could effect pipeline deliveries to California becausc of federxal
curtailment priorities.

We would be burying our heads on the sand if we adopt
' SDGSE's contention that nothing has changed since the record used
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to prepare Decision No., 80430 was completed. The proceeding dis-
cussion in this opinion particularly as to the sharp decline in
deliveries and in levels of satisfaction to steam electric cus-
tomexrs and of curtailments of gas supplies available to SoCal in
meeting the needs of its customers and our investigation inte
natural gas supply and requirements of gas public utilities, Case
No. 9642, all indicate the need for us to review the reasonableness
of our allocation procedures with respect to gas supplies to the
electric utilities supplied by SoCal.

The contractural arrangements between SoCal and SDG&E
are subject to our continuing authority and jurisdiction and
this includes our authority to direct and/or authorize contract
wodifications. Decision No. 80430 established the annual £loorx.
The gas service agreement between SoCal and SDG&E contained no
reference to the ammual floor when Decision No. 80430 became ef-
fective, In Decision No. 81802 we authorized the £iling by SoCal
of anendments to the contract (see footnote 3) which included
language spelling out that peaking gas deliveries were part of
the annual floor. SDGSE ignores Decision No. 81802 which au-
thorized the parties to raise questions contained in the Edison
motion. This is an appropriate record to determine if any un-
reasonable discrimination exists between deliveries to G-58
customers and deliveries to SDG&E's steam plants. |

If the courts sustain the end-use classifications promul-
gated by the FPC, a change in our present curtailment classifica-
tions, on a state~wide basis, may be appropriate. End use classi-
fications will not be considered in Phase I of this proceeding.

In Decision No. 80430 we indicated a 78.7 percent level
of service for A-block regular interruptible customers im 1972.
SoCal estimates that in 1974 deliveries would be 29,261 Mcf, a
37 9 pexcent, level o£ aervice. It would not be‘appropriate to
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elther split up the A-block as contemplated in the Edison motion
or to xeallocate all of the A-block gas between regular inter-~
ruptible A-block customers and the steam plants, the alternative
requested by SDGSE. In the latter instance we wish to avoid the
undesirable result of causing a further net reduction of the gas
supply coming into California. Therefore, we will not require
the presentation regarding the reasonableness of levels of service
of A-block regular interruptible customers vis-a-vis utility
electric customers indicated in Decision No. 80430. We will meke
an allowance in rate spread for the disparity in service levels
between A-block regular interruptible and G-58 customers.

We adopt Examiner Levander's ruling on the Edison motion
with the following modifications which will require addictonal
evidence: |

(8) Show the effect of limiting paxity treatment so that
gas deliveries to A-block regular interruptible customers would
not be modified, (within the limitations of the gas balance).
This would mean that the A-block pool would be broken into two
pools, one for regular interruptible, G~53-T customers and the.

other based on the present G-58 and G-61 A-block priorities.

(b) Evaluate if there should be a freeze of the G-53-T A-block
priorities at 1974 levels.

(¢) Evaluate whether or not the ratio of G-53-T deliveries as
compared to steam plants undexr situation (), above, should be frozen
at 1974 levels. ,

The examiner did not exceed his authority in that his
ruling did not involve a final determination of this proceeding.
His ruling would have been before us in our disposition of che
issues in this proceeding.

SDGSE would continue to receive gas to enable it to fully
meet its firm requirements and its regular interruptible customers
would receive parxallel treatment to SoCal's regular interruptible
customers 1f its steam plant deliveries were on & parity basis.

-16-
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SoCal is in need of rate relief. SoCal reasonably pre-.
ceeded on the basis of priorities set forth im Decision No. 80430
in preparing its presentation and rate design.

SDG&E Information Request Motion

For the yeaxs 1960 to 1972, inclusive, 1973 estimated,
and 1974 estimated the SDGSE motion of October 12, 1973 would
require Edison to supply:

(a8) a detailed listing of the level of naCural gas sexvice
from whatever source to each and every electric generating unit
owned and/or operated in whole or im part by Edison;

(b) type of gas sexrvice (interruptible, regular interruptible,
or firm) supplied to each plant;

(c) the names of every supplier of matural gas to Edison's
generating units, volumes delivered by each supplier and total
Edison requirements placed on each supplier, total inmterruptible,
regular interruptible, and £irm gas supplies received by Edison
from all sources for electric generation purposes;

(d) a list of all 1007% natural gas requirements for each of
Edison's electric generating units and a detailed description of
the procedure followed by Edison in deriving its estimated fossil
fuel requirements for electric generation;

(e) cost of gas, by souxce, for each supply of gas.

The SDG&E motion also called for a list of all assumptions
utilized by Edison in establishing its 1974 requirements including
assumptions of hydroelectric conditions, tempe:ature cbnditions, and
any other influencing factors.

SDGSE wishes the Commission to review all of Edison's gas

supplies, requirements, and levels of service on a past and prospec-
tive basis to ensure an adequate record.

Edison argues that the matters raised in the SDG&E motion .
are irrelevant and immaterial; that this information has no place
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in SoCal’s rate proceeding; that the only issue is whether SoCal's
proposed rates and conditions of service are just, reasomable, and
non-discriminatory; and that the motion should be denied.

In Phase 11 our area of concern relating to SDGSE's
motion goes the reasonableness of SoCal's levels of deliveries to
G-58 steam plants and SDGSE's steam plants not to alternate sup-
plies, (orcosts), used by SoCal’s customers for electric generation.

The relationships of steam plant A-block requirements
to total requirements do not warrant review of chese'requirementsgf
at this time. The SDGSE motion is discriminatory in that only one
customer would be required to supply data regarding its operations.
Even if this material were relevant it would furnish us with an
incowplete basis upon which to make any type of determination.

We do not consider these issues raised in the SDG&E motion
of October 12, 1973 to be relevant to the FPhase II proceedings and
the motion is denied. |

San Diego Motion for an Environmental Impact Report

San Diego made a verbal request that if the Commission
considered perity as contemplated by Ediscon that an environmental
impact report (ZIR) te required because the reduction of natural
&8 to the San Diego area will require greater use of low sulfur
fuel oil and other fossil fuels which will affect the atmospheric
environment in San Diego. ‘ > -

Examiner Levander stated thac he could see that there:
would be some environmental effects caused by such a shift but
that he did not see that this would be a project requiring an EIR;

Ll

3/ Curtailments in demand due to the energy shortage are af-
fecting estimated requirements of all electric utilities
in California. This situation is being considered in Case
No. 9581 and will not be explored in this proceeding.
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that it would be necessary to have certain evidence in the record
80 as to make findings on environmental effects; that there needs
to be a showing, by air basin, of the effect of shifting these volumes
on the constituents which pose a problem in meeting air quality
requirements; that SoCal could ascertain the discharge limitations
for these constituents when burning gas and when burning fuel oil,
together with the amounts of these constituents in each basin (based
upon 1974 G-53-T and steam plant gas deliveries.and the fuel oil
substitution); that Edison would have to tske this dats and go
forward with its presentation (e.g. the total emissions in each
of these air basins for the test year 1974); that the Commission's
Rule 17.1 provides that the Commission shall make findings in rate
pProceedings where matters of environmental concern are raised; that
San Diego should file a written motion containing points and au-
thorities in support of its request.
The San Diego motion requested that:

(a) The Commission direct its staff to prepare and present
an EIR in this proceeding as required by the California Environ-
mental Quality Act (CEQA) and Rule 17.1 of the Commission’s rules of
procedure if the Commission examined the issue of & reallocation
of gas supplies between SDG&E and certain of SoCai's other cus-
tomers. The purpose of the EIR was to inform the Commission; the
parties hereto, and the public of the environmental impact of a

geographic reallocation of natural gas supplies from the San Diego
ares. ‘

(b) FPrepare a study on the socio-economic impact on the San
Diego area of such a reallocation of natural gas supplies now £firmly
committed to the San Diego area by contract.

San Diego stated that the Edison motion would divert sup-
plies of natural gas from the San Diego area to retail interruptible
customers of applicant located primarily in the south coast air |
basin area and also to othexr axeas of SoCal's gas service territory.

«19-
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- (¢) The adverse impact on the San Diego area must be detex-
mined as provided by California law by means of an EIR, because:

(1)

The legislature‘has directed the Commission to
protect the environment in performing its regu-
latory function. (See Public Resources Code
Sections 21000 et seq., specifically Sections
21000 (2) and (g), 21001 (d), (£), and (g),
Section 21100 which requires an EIR on any

project which may have a significant effect on
the environment.)

Section 21065 (c) defines project ss "Activities
favolving the issuance to a person of a lease,
permit, license, certificate, or other entitlement
for use by oue or more public agencies."
Legislative inteat is expressed in the Resources
Agency Guidelines for {mplementing CEQA in Section

15080 which requires am EIR before approval is
granted. | |

"1f the project is not part of g class of projects
that qualifies for a Categorieal Exemption and there
is & possibility that the project may have a si32g7‘
ficant effect on the environment, the responsibl
aﬁency should conduct an initial study to determine
if the project may have a significant effect on the
environment. I1f any of the effects of a project may

Ve a substantial adverse impact on the environment,
¥egardless of whether the overall effect of the pro-
ject is adverse or bemeficial, then an environmental
lmpact report must _be prepared where discretion%;? "
governmental action is involved. (Emphasia\add =)

6/

=" Guidelines revision 6f'December'12, 1973_ch&ngedu"respbﬁsible".‘

to "lead".
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(4) A mere general rate increase proceeding with no extra-
ordinary issues would not xequire an EIR (See Decisions
Nos. 81237, 81484, and 81590) because a public utility
rate proceeding is not a project within the meaning of
CEQA because there axe no physical effects on the envi-
ronment. These proceedings deal almost exclusively
with economic matters. This case involves realloca-
tion of gas supplies between geographic areas. It is
Dot an ordimary rate proceeding to which the following

language of Decision No. 81237 (Adopting Rule 17.1) is
applicable: ‘

"In the light of the foregoing analysis the Com-
mission concludes that the policy provisions of
CEQA (Sec. 21000, 21001) applz to rate proceedings
but the EIR provisions (Sec. 21100 et seq.) do
not. The Commission will consider potential envi-
ronmental impact in rate matters. When such
issues are brought to light by the staff or other

parties, appropriate findings will be made thereon.
(Pub. Util. Code Sec. 1705.)"

In FPC Docket No. RP 72-6 the testimony of the Chief
Air Pollution analyst of the Los Angeles County Air
Pollution District was that severe air pollution pro-
blems could potentially result from curtailment of
natural gas to the San Diego area.

The reallocation of gas is not a ministerial project,
an emergency project, or anm activity covered under a
categorical exemption.

The Commission should review:

Axizona Publi¢ Service ngngn‘g v_Federal Power
Commission (1973) 483 F 24 1275, 1282. The FIC

was required to give consideration to environmental
considerations involving the %mpact of natural gas
supplies on a geographic area. |

-21-




A-53797 CM/ek *

(2) Desext Enviropment Conserv. Assoc. v  PUC (1973)

8 Cal 34 739, 743, regarding court review of our

rules on CEQA.

(3) Environmental Defense Fund, Igc, v__Coastside

County Water Dise. (1972) 27 Cal App 34 695, 701,

and Keith v Volpe (1973) 352 F Supp 1324, 1336-37

(C.D. Cal), regarding the similarity of NEPA and

CEQA in challenges to a freeway project.

SDG&E supported the San Diego motion because of the con-
tinuing economic impact of such a reallocation and because of the
adverse enviromnmental effect on the San Diego area.

SDG&E contends that:

(a) An envirommental impact statement (EIS) is required by
the National Environmental Policy Act (NEPA) (42 USC Sec. 4321
et seq.) before a federal regulatory agency curtails the supply
of natural gas to one geographic area and requires the burning of
alternate fuels in that area,

(b) Edison as the proponent and moving paxty in a phased
proceeding has the burden of preparing an environmental data state-
ment from which the staff can prepare the EIR pursuant to Rule 17.1
of the Commission's Rules of Practice and Procedure and Edison
should pay and deposit any and all fees pursuant to that rule.

(¢) The grounds by which the Commission held in Decision
No. 81237 that a rate case does not require preparation and sub-
nission of an EIR are not appropriate for the Phase II proceeding
involving reallocation of gas supplies between firm and inter-
ruptible customers operating in different geographic areas.

(d) Any authority granted by the Commission directing SoCal
to alter longstanding and existing contractual relationships for
wholesale natural gas service must be considered to be equivalent

to an entitlement for use or a licensing action not & rate~-setting
action. |
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(e) The cost of an EIR can't be considered substantial in
comparison to the potential cost involved in utilizing more costly
alternate fuels and initiating use of expensive pollution control .
devices not now required with the use of natural gas.

(£f) The parties in this proceeding, including the Commission,
bave all concurred that an EIS is required under NEPA in a case
such as this and no different reason exists here to achieve a dif-
ferent result under CEQA. The word project im CEQA, for which an
EIR is required, and the term major federal action in NEPA for
which an EIS is required, are broad enough to include the altera-
tion of contractual rights and obligations to effect a reallocation
of natural gas supply from one geographic area to anotherx.

SoCal stated that the only environmental issue would be
a showing by basin of the effect on the air constituents of the
shifting of these volumes. SoCal requested that it not bear the
responsibility for the preparation of all oxr any part of an EIR-
if the Commission deemed one necessary. ‘

The Commission staff's position is that it does not
believe that the question of whether or not the floor of deliveries
to San Diego established in Decision No. 80430 is maintained would
require an EIR for the following reasons:

(a) Section 21100 of CEQA provides in part that:

"All state agencies, boards, and commissions shall
pxepare, or cause to be prepared by contract, and
certify the completion of an envirommental impact
report on any project they propose to carry out

or approve which may-have a significant effect on
the environment ...''

(b) The definition of projects under Section 21065 were

considered in Case‘No. 9452 wherein the Comnission considered the
requirements of CEQA. |
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(¢) The staff disagreed with San Diego in that the language
of Decision No. 81237 does apply because we are involved in a rate
proceeding and consideration of elimination the floor for deliveries
to SDG&E is only one of the many issues which may have some effect
on the environment and that the examiner's recognition of the poten-
tial effect on the environment and his request that evidence on the
environmental impact be submitted is in accord with Decision
No. 81237. |

In Decision No. 81484, a supplemental'order modifying
Rule 17.1 we stated in paxt: "In our decision adopting Rule 17.1
we discussed in some detail the specific definition provided in
A.B. 889 for the term 'project'. We indicated there that our
belief that the legislature did not intend the EIR requirements.
to apply to all activities of private persons subject to Commis~
sion approval, but merely to those physical objects subject to
Commission approval by the issuance of a lease, permit, license,
certificate, or other entitlement for use. Ratemaking proccedings
do not £2l11 within this definition." '

. 4 modification of Decision No. 80430 which would -elimi-
nate the floor governing deliveries to SDGLE and which would
provide for deliveries on a parity basis to SDG&E's steam plants
and those of SoCal's G-58 customers is not a physical object as
defined above. There is an important difference between major
actlion as defined in NEPA and a project under CEQA. |

It is appropriate for us to separate the proceeding
into two pbases im balancing SoCal's need for rate relief and
the request of Edison that we consider reallocation of gas supplles
to avoid preferential treatment and unjust discrimination.

These hearings will include rate considerations. Dif-
fexent rates and different levels of interruptible sexrvice may
appropriately be considered iIn two separate phases.

=24~
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SoCal’s curtailments of deliveries to its interruptible
customexrs especially to G-58 customers and parallel curtailments
of the interruptible load of its wholesale customers are greatest
in the winter months in order to emable SoCal to meet firm load .
Tequirements. The indicated magnitude of 1974 curtailments to steaw
electric plants is such that allocation procedures could reasousbly
be considered to be a rationing device. Appendix A attached to
Decision No. 81921 shows that SDGSE is the omly major electric
utility in California with sufficient low sulfur fuel oil under
contract to meet its requirements through 1976. |

The combination of out-of-state gas curtailments mandated
by the FPC, domestic oil shortages coupled with the recent cutoff of
wideastern ofl supplies, and the resultant emergy crisis faced by
California utilities would justify comsidering a reallocation, if
authorized, as an ewergency demanding immediate action to prevent
or mitigate loss or damage to life, health, property, or essential
public services. We take official notice of the actions taken by
the Afx Pollution Hearing Board of the County of Los Angeles in
authorizing emergency use of high sulfur fuel oil by Glemdsle in 1its
steam plant and the county of Los Angélea for its central beating —
plant and similax pending requests by Burbank, Pasadena, and DWP,
because of the shortage of gas and low sulfur fuel oil.

If the evidence warranted a reallocation of gas supplies,
there would be an undue delay and {rreparable loss of gas supplies
to G-58 and possibly G-53~T custowers in following the EIR.procedure.

The EIS procedure is the FPC procedure to be used in
evaluating environmental impacts of major actions. The EIR is the
method we must use for a physical project authorization. We do not
require an EIR to evaluate the possible environmental effects of a

gas reallocation in a rate proceeding. _However, we 1ntend to comsider
these effects In this rate proceeding
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The presiding examiner correcily assessed the nature of
the presentation to be made on enviromuental matters inm Phase II
of this proceeding. Edison should also submit evidence evaluating
the effects of the changes in aixr quality which would result from
reallocation of gas supplies. The San Diego motion is denied.
SDG&E Motion that Edisom Carry the Burden of Proof

SDGSE request that Edison be required to carry the
burden of proof in the evidentiary phase of the hearings on its
motion. SDG&E states that:

(2) Nome of the mattexs proposed by Edison were contained
in SoCal's application nor has SoCal proposed any of the matters
covered in Edison's motion during the hearing;

(b) Edison is the only party formally proposing that quanti-
ties of gas now delivered by SoCal to SDGSE be diverted to SoCal's
retail interruptible customers and that DWP was the only party
supporting Edison's proposal on a formal basis;

(¢) SoCal has not proposed or supported Edison's proposal;

(d) SDG&E does not oppose SoCal's preparing and responding
to Edison's data requests but it does oppose any attempt by Edison
to utilize witnesses of SoCal to sponmsor exhibits for Edison or
for Edison to put on its showing through the vehicle of cross=-
examination of SoCal's witnesses;

(e) Edison as the moving party in this proceeding, involving
the level of sexvice asnd rates for interruptible customers and for
the firm sexvice rendered to SDGSE as a wholesale customer, is
similarly éituated as a complainant;

(f) This reallocation of gas supplies will comstitute a
substantial departure from the Commission approved price=-priority
concept for allocating gas supplies; |

(8) 1f the proponent of a motion does mot carry his burden of
presenting evidence and burden of proof the motion must be dismissed
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(h) It is an unsatisfactory procedure for SoCal to be required
to present exhibits on priorities and parity which it may not
Sponsor except as to the correctness of the figures because of the
assumptions behind them. Other parties should be allowed to
review Edison's proposal, its position on parity relationships,
priorities of sexvice, SDG&E's floor, and any other matters at
issuve; to review, test, and evaluate the evidence behind it, and to
dissect them, All interested parties should have the opportunity
to present their own showings, through their own witnesses, and
evidence in response to Edison's proposal;

(i) In Application No. 52696 parity was proposed and the
proponent carried the burden of proof.

Edison's response to the motion of the burden of proof
was as follows:

(a) The level of deliveries to interruptible customers and

to G~58 and to SDGSE for utility electric generation was referred
to in the application and Exhibit B attached thereto. This exhibit
showed that although levels of service provided for Edison and
SDG&E steam plants are anticipated to be approximately equal in
1973 that SDGSE steam plants will have a level of service which
1s more than twice as high as that anticipated for Edison in 1974. ‘

(b) SoCal's policy witness stated that im his view the issue
of equitable levels of service continues to be an important issue;
that it 1s still the policy of applicant to continue to offer
electric gemerating agency users an opportunity for approximately
equal satisfaction of their requirements;and that parity for
electric generation service is appropriate.

(c) SDGSE ignored the support of the parity primciple by the
cities of Glendale, Burbank, and Pasadena.

(d) In seeking to shifc the buxden of proof to Edison SDG&E
has attempted to ignoré the established genexsal principles regarding
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the burden of proof which apply in a general rate increase pro-
ceeding since this is still an application for general increase

in SoCal's rates; that the burden of proof in a rate increase pro-
ceeding rests upon the applicant and not on an interested party;
that this 1s not changed because of the fact that the pre~
siding examiner, at the urging of applicant, phased the proceeding
so as to delay consideration as to the possible shifts of gas
delivered together with the rate effects of such shifts; and that
levels of service to be provided in 1974 to retail electric gem-
erxating agencies and to the SDG&E steam plants is a wital considera-
tion in SoCal's own application.

(e) 1If a change in mix of sales is effected between the
classes of service the revenue increase required frowm each of the
classes affected can be changed. These matters and their effect
on rate design are clearly an issue in this rate proceeding, where
SoCal bears the burden of proof if the Commission is to make the

necessary finding of just and reasonable rates and conditions of
service.

(£) ThatSoCal's responsibility arises under Public Utilities
Code Section 454 which states in part: '

"No public utility shall raise any rate...except upon
a showing before the Commission and the finding by
the Commission that such an increase is justified.”

(g) That SoCal did not seek to maintain continuing parity in
levels of service among electric generating users although its
Application No. 53797 showed a marked disparity in such levels of
sexvice would develop in 1974 and its own past position and those
enunciated in Decisions Nos. 80430 and 81802 show the need for
such a showing. | o

(h) SoCal has the obligation of submitting the information
requested in Edison's September 28 motion and should also be
obligated to provide evidence showing why the gas deliveries, for

-28-




- »

A-53797 CM

electric'generating sexvice are declining so much more than was
anticipated during the hearings in Application No. 52696. Such
information and data are clearly within the knowledge of SoCal
and its officials and can most readily and expeditiously be made
part of the record by those officials who are responsible for
such activities. The data has been supplied informally.

(1) The SoCal showing will demonstrate a significant 1974
disparity in levels of gas service among Steam plant users and the
reasons therefor and in light of the Commission's decisions con-
cerning equitable levels of gas service being an important issue
in SoCal's proceedings that SoCal has the burden of proof of justi-
fying why such disparity should be permitted to-resuit.

Edison anticipates that its showing on the parity-floor
phase of the proceeding may extend to appropriate rate adjustments
in light of conditions of service undexr parity but that the burden
of proof with respect to whether or not rates and conditions of
service proposed by SoCal are just and reasonable which include
environmental impact matters canmot lawfully be shifted to a party
other than the applicant for a rate increase.

SoCal agreed to furnish pertinent information for the
record if directed to do so on the basis that some of the data can
oaly be supplied by it. 1In addition SoCal wishes to reserve the
zight to participate in the proceedings to the extent their interest
dictates as the case develops and SoCal indicates that it does not
necessarily accept all of the contentions raised by SDG&E in ics
motion regarding the offer of proof.

SDG&E's rebuttal covered many of the same points raised
in its motion. SDG&E pointed out that the presentations of both
SoCal and the staff used the basis of deliveries set forth in
Decision No. 80430. SDG&E attacked Edison's comstruction of
Decision No. 80430 and requested the Commission to enforce its
holding in that decision by reversing the ruling of the presiding
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examiner to phase the proceeding. SDG&E further argues that Edison
did not discuss its offer of proof on the information request
motion; that this information would show that deliveries made by
SoCal to the city of Long Beach gas department were in turm
delivered to Edison.

Certain of the information requested by Edison ¢an only
be prepared by SoCal. The presiding examiner has directed SoCal
to put in certain information requested in the Edison motion along
with rate design information based upon deliveries embodied in
that motion. He has directed Edison to make the basic showing
as to whether or not the reallocation should be made. Edison would
have the burden of showing that unreasonmsble discrimination exists.

The revenue requirements of SoCal for 1974 will be
ascertained in the decision in Phase I of this proceedihg. The
total revenue requirement will be essentially unchanged in Phase
II. 1f a reallocation of gas is approved then the evidence on
revenues should involve changes in costs to those customer classes
affected by the reallocation in arriving at the same total revenue
for the affected classes. We concur with the presiding examiner's
determination as to which parties should produce the evidence. The
additional information called for in this opinion should be sup-
plied by SoCal and Edison on the same basis as the other informa-
tion called for. SoCal or any of the parties may present any other
pertinent information to develop the record in Phase IIX.

| Edison is the largest G-58 customer and would be the
principle beneficiary of increased volumes of gas delivered if
a reallocation of gas supplies is effectuated. SoCal itself
would not receive any benefit from such a shift under the para-
meters we have enunciated. Consequently, we affirm the presiding
examiner's initial determination that the basic information on |
emissions should be prepared by SoCal and that Edison would have
to take this information to determine the quantitative effects of
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these changes in each basin and evaluate the effects of the changes.
This envirommental evidence should evaluate the additional delivery
condition that we directed be supplied for this proceeding.

Findings

1. Decision No. 80430 evaluated the requirements of the
various utility electric generating customers served by SoCal and
the requirements of SDG&E for utlility electric gemeration. The
decision established DCQ's to be used for purposes of curtailment
of utility electric genmerating service on a parity basis, which
includes a DCQ of 157.1 M2cfd for SDGSE, and also established the
floor concept of minimum annual deliveries to SDGEE.

2. Test year 1972 is embodied in Decision No. 80430. Esti-
mated 1972 sales were approximately 979 M?cf, which excluded special
contract deliveries of 44 M cf sold for utility electric generation
by SDGSE and SoCal's G-58 customexrs. Test year 1972 regular G-58
delivexries were 207.275 M?cf. o |

3. As a result of declines in SoCal's gas supply the floor
would override parity comnsideration for deliverfies destined for
SDG&E. steam plants in 1974,

4. SoCal's test year 1974 sales volumes total approximately
783 Macf. SoCal's estimated 1974 deliveries to G~58 customers and
to SDGSE for its steam plants are 64.355 Mcf and 21,063 MOcf,
respectively. In addition, SoCal estimates that it mustdmake a
net Injection into storage of approximately 39 Mcf to insure
adequate supplies for meeting its peak firm requirements.

5. Phage II hearings should be held in accordance with

Examiner Levander's ruling on the Edison.motion'with che modifica—
tions described in the opinion. |
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6. Application No. 53797 is a rate increase spplication.- .
There are issues as to rates and levels of service between classes
of customers in Phase I and Phase II of this proceeding. If &
nodification of Phase I delivery levels is authorized inm our
Phase II decision there will be changes in rates and a shift of
revenues between the affected classes of customers but there will
be the same total revepue requirement for Solal.

7. Envirommental effects and further modification of rates
related to possible shifts in gas volumes should be considered in
the Phase I hearing. SoCal and Edison should be directed to
prepare evidence in these areas in accordance with our directions
as set forth in the opinion. '

8. SDGSE's information request motion and its petition for

reversal of Examiner Levander's xuling on the Edison motion should
be denied.

9. Edison would be the principal bemeficiary of 2 shift in

83s volumes in the event a shift 1s authorized.

10. SDGSE's motion ag to the burden of proof should be denied
except for that information which we stated should be supplied by
Edison.

1l.: The motion of Sam Diego for am EIR should be denied.

CEQA does mot require an EIR in a xate proceeding.

Conclusions

1. Thexe haslbéen a drastic decline in gas volumes available
to SoCal, most of which was absorbed by increased steam plant cur-.
tallnents,

2. Phase II hearings should be held in SoCal's rate increase
application in accorxdance with Examiner Levander's ruling on the
Edison motion with the modifications described in the opinion,
Eovironmental effects and further modification of rates related to
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possible shifts in gas volumes should be congidered in the Phase II
hearing. SoCal and Edison should be directed to prepare evidence in
accordance with the directions set forth in this opiunion.

3. SDGSE's information request motion and its petition for
reversal of Examiner Levander’'s ruling on the Edison motion should
be denied, .

4. SDG&E's motion as to the burdem of proof 1s denied except
for that information which we stated should be supplied by Edison.

5. The motion of San Diege for am EIR should be denied
CEQA does not require an EIR in & rate proceeding.

IT IS ORDERED that: _

1. Phase II hearings shall be held in this proceeding as to
a possible reallocation of gas supplies between Southern California
Gas Company’s G-53-T, G-58, and G~61 customers.

2. Southern California Gas Company shall supply evidence on
its estimated gas supplies, gas requirements, and levels of gas
sexvice for 1973 and 1974 under hot year, average year, and cold
year conditions for each of its G-58 customers, for the steam plants
of San Diego Gas and Electric Company, and for all of its G-53-T
customers showing:

(8) The assumptions used in the application;

(b) A modification of these assumptions to eliminate
the annual floor of deliveries to San Diego Gas and Electric
Company and to base deliveries to San Diego Gas and Electric
Company's steam plants on its Daily Comntract Quantity;

(¢) A modification of (b) so that deliveries to G-53-T

customers would not be modified (within the limitations of the gas
balance);
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(d) The rate and revenue changes appropriate to the
changes in deliveries under conditions (a), (b), and (c) above
for average year 1974;

(e) The discharge limits for the constituents which
pose & problem in meeting air quality requirements when burning
gas and when burning fuel oi{l, by ailr basin, together with the
amounts of these constituents in each basin (based upon 1974
average year G-53-T and steam plant gas deliveries and fuel oil
substitution) under assumptions (a), (b), and (c), above;

(£) 1If a decision inm Applications Nos. 53945, 53946,
and 53970 modifies San Diego Gas & Electric Company's 1974 test
year requirements on Southern Califormia Gas Company's system,
these changes shall be used in revising the 1974 average year
evidence under assumptions (a) to (e), above.

(8) An evaluation of freezing G-53-T A-block: prioritiea
at 1974 levels; and |

(6) An evaluation of vhether or mot the ratio of G=53-T
deliveries as compared to steam plants under situatiom (¢) aboye
should be frozem at 1974 levels.

3. Southern California Edison Company shall supply evidence:

(a) As to whether or not a reallocation of_gas should
be made by changing the basis of deliveries from that set forth
in condition (a) of ordering paragraph 2 to conditions (b) and (c).

This would include a showing that unreasonable discrimination
exists;

(b) To determine the quantitative effects of the changes
in air quality in each basin as the result of such reallocatibng .
of gas and evaluate the effects of these changes; and '
(c) On ordering paragreph 2 (g) and (h).
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IT IS FURTHER ORDERED that a prehearing conference on
Phase II Iin this application shall be held at 10:00 a.m. on
February 14, 1974, in the Commission Courtroom at Los Angeles to
discuss the scope of participation of the parties, dates for the
preparation of evidence, and to set an initisl hearing date.

The Secretary is hereby directed to cause coples of this
order to be served upon all appearances in this proceeding and to
the A-Block regular interruptible customers of Southern California
Gas Company.

The effective date of this ordexr is the date hereof.

Dated at San Frageiano California, this Z 7%
day of JANUARY | 4

Commissioner J. P. Vukasih, Jr., being ,
nocossarily abvsont, 4id not participato
4n the disposition of this procqodﬁ.pg.v‘l
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the City of Glendale, Public Service Department;
dbyury, Robert J. Ceball, H. Robext
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San Diego Gas & Electric Company; Willism L.
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at Law, for Califormia Gas Producers Associationm;
Brobeck, Phleger & Harrison, by Robert N. Lowxy,
Attoxrney at Law, for Californmia Menufacturers As-
sociation; John B. Brewer, for Hospital Council
of Southern Califormia; Roy A. Wehe, Comsulting
Engineer, Bdwaxd C. Wright, Genmeral Meomager,
Leonard L. Putnam, City Attormey, b
Livgle, Deputy City Attormey, for the City of
Long Beach; C._H. Fuller, Jx., for California
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Boehlex, for California Ammonia Companys inter-
ested parties.
Janice E. Xerx, Attorney at Law, Colin_Sarrity, and
Kemneth K. Chew, for the Commission staff.
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THOMAS MORAN, COMMISSIONER, dissenting.

I dissent for the following gra§e reasons:

The Cornmission majority by ;chis Decision adds on to this case (which was
originally an application by Southera California Gas Compaﬁy for a general rate
increase) a hearing of requests for an order of this Commission which, if
granted, would seize valuable property rights of certain utilities in respect to
natural gas supplies and give the same to other utilities, WITHOUT any consid-
eration as to how much compensation should be paid to that utility and its
ratepayers {rom whom said natural gas supplies are taken, by ihe utility and its
ratepayers to whoza said natural gas supplies are given. Without paymept of
"fair" compensation the result will be sirply confiscation of va.luablé property
rights from ratepayers of one utility company and the award of windfall benefits
to the ratepayers of another utility, thereby unjustly enriching them. |

There is no question of the power of this State or thé Federal governbaent
to take property of any kind, whether real estate, vested cont_::-a;ct riéhts or any
other at any time for any purpose when it is shown that such seizux;e‘ 18 in the
overall public interest. In fields other‘ than that of utiiity fuel supplies this
govern.aental power has always been recognized and referred to as the power of

"eminent domain''. Thus far the traditional legal tera "eminent domain'' has

not ordinarily been used in respect to utility company fuel supplies because,

prior to the present energy shortage and consequént day-to-day'éndvmonth -to-
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month fuel cést increa'.ses, ) gbvemmental action was rare and (2) any contract
rights in respect to fuel had little if any value in themselves in that fuel seized
or diverted could be readily replaced at virtually the saﬁe cos‘t as that at which
it had been contracted for, and (3), the utility companies themselves havg no
substantial fear of ultimate detriment because they can rely upon the regulatory
commission involved to grant them authorization to raise rates sufficiently to
recoup from their ratepayers for the utility compa:iy's stockholders amounts
sufficient to make the stockholders whole. Ratepayers until recent years hé.ve
rarely been organized to protect themselves and furthermore the ixpact upen
thera was insignificant.

‘This matter of fair compensation for utility cotopany ratepayers is there-
fore something new in the history of this nation, and, because of its rapidly
growing magnitude must be faced and dealt with by this Cbmmission,. other state

and federal regulatory commissions, and the courts, if we are going to preserve

the rights of ratepayers guaranteed to thecn as citizens by the Constitution of the

State of California as well as by fhe Constitution of the United States.

Instead of going into this problexm involving fundamental constitutional
rights and hundreds of m:llxons of dollars simply by tacking on what thi..s‘ |
Commission ¢alls .a "PHASE 11" to a single utility company's' ﬁpplication for a
general inerease in rates, this Commission should instead institute forthwith on
its own motion an investigation of the entire problem as it affects all ratepayers

of all utility companies in California as araong themselves (and 2150 vis-a=vis -
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ratepayers in the other 49 states) who are likely otherwise to be deprived"‘of :

property without compensation through action of the chéra.l Power Comndission
and/or a Federal "Energy Czar'.

The fact that when this exercise of inb.e_rent governrmental power to seize
and/or transfer valuable property rights first came under consideration
recently in respect to fuel utility industry phraseology such as "curtailment”,
"volumetric re-allocation, "' etc., was adopted as common usage must not be
permitted to conceal the fact that in law it involves an exercise of eminent
domain power, and therefore entitles its victims to the protection of .thg Fifth
Amendment of the United States Constitution which declares in clear English
that 'no person shall be . . . deprived of life, liberty, or property, without

due process of law; nor shall private property be taken for public use, without

12

just compensation.' The California Constitution similarly prescribes, ""Private
property shall not be taken or damaged for public use without just compensation‘
having first been made to, or paid into court for, the owner, and no ﬁght of way -
or lands to be used for reservoir purposes shall be appropriated to the use of
any corporation . . . until full corapensation therefor be first made in money or
ascertained and paid into court for the owner . . . .Y

If this Commission is to discharge its duties to the people of California -
who are the ratepayers of the utility comﬁanies which it regulates, this
Commission should forthwith institute an investigation which should considér

-

all of the following aspects of the mattexr:
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1. Rules and procedures to be followed in determining fair market value

of natural gas, 6il or other fuel taken from one utility and its i-atepayezfs‘ and

given to another utility and its ratepayers when there is shown to be a sﬁbstantial
difference between the replaceruent cost of said fuel as of the date upon which it
is "reallocated” or seized, and the price paid or which would have bad to be |
paid for such fuel pursuant fo contractural commitiment by the utility ﬁ'om which
such fuel is taken.

2. Whether or not such rules or procedures found to bé fair'énd
constitutional when one type of fuel can as a practical matter be replaced by an
equivalent amount of the sarme kind of fuel, should be applicable in cases
wherein one type of fuel such as natural' gas for electric generation perhaps
cannot be replaced by natural gas but must be replaced by much higher cost oil.

3. Whether or not an environmental impact report must or should be
required when one type of fuel must bg replaced by a different type of fuel, the
burning of which may have a far more adverse effect upon the enﬁo@eﬁt of
the service territory and the ratepayers therein from whom it is tak’e'n.

Dated: Jamuary 29, 1974 | %& W
San Francisco, California .

Thomas Moran, Commissioner




