Decision No. __ 85189 C @Rﬂ@%\q AL
BEFORE THE PUBLIC CUTILITIES COMMISSION OF THE STAIE OF'CALIFORNIA“

Investigation on tae Commission's
oun, Motion into the Adequacy and

Reliability  of the Energy and Fuel ) - . ..Case No. 9581 -
Requirements and Supply of the _ (Filed July 3 1973)
Electric Public- Utilzties in the :

State of Californla e

ly and requirements of gas
pdb ic utilities in the State of -
California

(Filed December 18 1973) |

Investigation on tbe Comm;ssxon s
own motion into the establishing:
of priorities. among: the types of
categories. of customers of every
electrical corporation and every
zas corporation in the State of
California and among the uses of
electrxicity or gas by such
customers.

Case No. 9884
(Filed: Mhrch ll 1975)

Investigation-on.the Commission's
own motion into the natural gas Case No. 9642
B}

(See‘Appendix'A fotzappearances.)‘
INTERIM OPINTON

On December 18, 1973 the Commission in Case No. 9642
instituted its investigation into California's natural gas supply aand
requirements. Hearings were held on a consolidated record with Case
No. 9581, the Commission's investmgation into the adequacy and |

eliability of the fuel requirements and supply of: the State’ s.electrzc
pdblzc utilities. Hearings on the gas portion of those consolidated .
proceedings were held on alternate weeks in San,Franozsco Los Angeles,“
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and San Diego beginning January 18, 1974. After 26 days of hearings
the proceedings were adjourned until further notice.

Acting on petitions for emergency relief filed by Collier
Carbon and Chemical Corp., Chevron Chemical Corp., and Shell 01l
Company, the Commission Lssued Decisfion No. 83612 on October 16, 1974.
That decision, among other things, acknowledged the importance
California agriculture plays fn the State's economy, that the supply
of natural gas 1s so critical that what {s now classified as "firm"
load could soon become subject to curtailment, and that the California
gas distribution utilities have been calling to the attention of their
customers the growing shortage of gas supplies since 1970.

On December 10, 1974 the Commission Lssued Interim Decision
No. 83819. That decision extensively reviewed the problem of the
insufficient supply of natural gas confroating the Califbrnia )
atilities and focused on the adoption of an end-use priority system
for allocating supplies. The decision noted that, in addition to
the California Energy Planning Council and most industrial users
advocating an end-use priority system as an alternative to the
present method of allocating supplies, the Federal Power Commission
(FEC) had adopted an end-use curtailment plan for El Paso Natural
Gas Company (EL Paso) and that the California Legislature'had*added
to the Public Utilities Code Sections 2771~2776 requiring the
Commission to establish a system of priorities among:categoriés of
customers and uses in descending ordex, starting with those which
"provide the most important public benefits andjservé the greatest
public need." That decision also restricted the gas distribution
utilities from providing new nonresidential service with requiremenﬁi///"
ovex 200 Mcf/d without Commission approval. | o
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. | |
On March 11, 1975 the COmmlssxon issued its Cxder of
Investigation, Case No. $884, which because of the interrelatxonsh.ps
of the subject matter, was consolidated for hearingwwich Cases
Nos. 9581 and 964Z. Case No. 95384 reeited the events to date in
Cases Nos. 9581 and 9642, referred to the FEC opinfon. |
affecting deliveries of natural gas by El Paso to California, noted
the emerging,national policy requiring less dependence upon foreign
oil, and quoted Section 2772 of the Public Utilities Code concerning
priorities. It sought to establish priorities for both gas and
electric use which would‘ﬁee: the Sec:ion 2771 tests of "'most
important public bemefits" and "greatest public need" and sought to
determine If not establishing any p:iority system would have the
effect of reducing the amount of gas to be allocated to California
under federal law. It expanded Case Nc. 9642 to comsider which gas
rate structures would achieve high levels of comservation. It
oxdered an investigation into mutual assistance becween'theugas:‘
cowpanies and between the electric companies to deal-with'shcrtages.
This latest Crder of Imvestigation was coasolidated for bearxng
with Cases Nos. 9581 and 9642.
Hearings on the consolidated matters began on April 21,
- 1975 and were conducted iz San Francisco, Los Angeles and San Dzego,

for a total of 21 hearing days to the da e of c;ooing on June 30
1975.

issues

The primazy issue for decision is whether the present.
price-volume priorzity system of allocating gas in Califormia should
continue or whether an end-use method of allocation should be
adopted. If it is decided that an end-use method of allocation of
gas should be adopted, the city of San Diego (San Diego) hao pot i
Lssue whether any oxder changing the present method o£ allecet;en -
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caa be implemented before aa Eaviroamental Impact Report (EIR) is
issued pursuant to the Califormia Environmental Qﬁali;ynAét”(CEQA}.
It also must be determimed whether the tariffs filed with the FPC
7 EL Doso will bave an effect upon the distribution of EL Paso ‘gas
within Califoraia. Finally, issues arise with respect to each’ of
2e five priorily classes recommended by the staff. ‘
Simply stated, since the supply of ﬂatural gas is not

expanding as rapidly as demand, how should this lz:;ted supply be
allocared azong the numerous clazmants’ -

Thc Presens Price-Volume Method
oA_Alloca’lng Gas in California

The California gas dlstvxbutmon utilities presently operate '
their systems under the so-called price-volume or przce-p:zormt"
system of curtailment. L Uader this system cust omers are classilied -
as either firm or interruptible with soxe customers. ’ere;ving ‘both
£izz and iaterruptible service. Under this system, by opting for
intexruptible service, the custoner is rewsrded with lower,:ates but
thereby exposes himself ro iaterruption whenevér'suppliés3ére\not
adequate to meet f£irm demands. Unaderxr the pridé#volume priofity
system these interruptible users (gemerally those requﬁxzng more than
200 Me£/8) axe required by utll-ty tariffs to have an al :ern.te uel
capabilicy. ‘ |
The Eraff Flan :

‘Decision Wo. 83819 set forth an inmitial base on which an
nd-uze cystem could be ad0p~ed The Coxmission staff 1nrroduced
xb-c 403 as their recormended ead-use curtaxlment prhorlty oﬁar

€
:'
-

—

SDGSE Rule 23.

1/ Rules curreatly in effect zxe PGSE Rule 21, SoCal‘Rul¢j23§fdﬁd_




C.9581 et al. -lte

through witnesses Leigh Stamets 2nd Domald L. King;‘ Witoess Stamets
analyzed volumes of gas consumed by the interruptible customers of
DGSE, SoCal, and SDGSE under the criteria of Exhibit 153 and undex
the present price priorities system. Staff end-use priority
‘recommendations wexe presented by witness King. An analysis of
natural gas requirements for each major utllity undex, the present
curtailment procedures and undex the staff prOposed curtailment
procedures also was presented.

The staff prOpo,ed a five prioxity end-use allocation system
to operate on a statewide basis so as to protect‘PrioritLes 1 and 2.
The overall staff-proposed plan closely resembles the interim El Paso
curtailment plan now In effect under FRC supervision. The‘major ‘
distinction between the two is that under the El Paso blan Priorities
4 and 5 are based on volumetric amounts while the stafr plan looks
to end-use.

Issues arising undex. eaeh prxorrty classrficatron as
proposed will be discussed below, in order of descending prrorzty.

Priority 1 - All Residential Use Regardless of Size.
All Other Firm Use with’ Beak-Day Demands
Less Than 100 Mef/d.

Fundamental to the staff recommended criteria is the concept
that utility customers with no present alternate fuel capacity be
protected from curtailment to the extent permitted by aveilable
supplies and load equating facilities. Genmexally CUSTOmers now on
firm schedules who therefore are not required to have alternate ftel
capability tend to fall in this category. FLrst ‘and’ foremost to be
protected are the residential users and small commercial ‘usexs of
gas who historically have been on fimm schedules and bave little or
no capability to convert. The staff criteria attempts To defrne
end-use priorities in terms of customers present status in order te
minimize the coanfusion associated wlta determrn ng the end-use '
status of individual customers.
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Tae staff initially proposed that customers with a peak-
day requirement of less than 50 Mc£/d be placed in Priority 1. How-
ever, analysis by the staff of SeCal, PGSE, and SDGSE customer
acccunts Indicates thaz a total of approxiﬁately 1,200 customers now
on f£irm schedules have peak-day réquiremcnts of between 50 and 100
Mcf/d and have total anaual requirements estimated to be approxmmately
15,000 MMcf. This represents 1.3 pexcent of 15975 estzmated zotal
firm requirements. These 1,200 customers would increase the number
of customers preseatly subject to curtailment by 50 percent. In the
_staff's opinion the administrative burden to the utlllt1e° of
aondtoring' and en.orcxng,cu:taxlment of an adaztlonal 1, 200 customers
for the relatively small impact on total fuel requxrements cannot be
justified under present estimates of supply avail labxlmty.; Accord*ngly,
in the iaterests of economy and cf‘xcxency, ail firm use with peau-day
demands less than 100 Mef/d would be placed in Priozity 1. Further
the staff recommended that uses not excecding 25 Mcf/d on a peak’ dhyf
te placed in the next higher priority where such use is part ef a
multi- or split priority customer's total use. Requests for new,
nonzesidential connections in excess of 50 Mef/d ox expansion of-
preseat service to a level above 50 Mef£/d should not be graated
without sPecific Comnission authorization in each casc.

zce it is possible that supply condxtions even und&*'~hc:
stazf prOposaAs may not meet futuxe priorlty requxrements, we wa‘l
reguirze the utilities to maintain and Teport cus*omer and" consumpt;on
data on nonresideatial peak-day usage between 50 and 100 Mef/d.

Under tzis plan, gas service to. multiple walt dwel’ings :
requiring an excess of 100 Mcf/d for water heatzng or. SCeam gene ration
for space heating would not be classified zs Priority 1, but to the

cxtent an alternate fuel capabzlxty cxxsts.wou‘d be classx‘xed as
Priox ty 3. ’ : *
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Priority 2-A - Where Primary Use Is As & Feedstock
With No Alternative.
Current Firm Nonresidential Use‘With
Peak-Day Demands Greater Than 99 Mef/d:
Waere Conversion To~Alternate Fuel
Is Wot Feasible.
Taere conversion To Alternate'Fuel .
Is Feasible. ”
Electric Utility Start—up and '
Igniter Fuel.

Priority 2-A contains three categories of uses with no
presert alternatives to natural gas: Feedstock customers, nom-
residential users with peakday use greater tham 99 Mcf/d, and urilicies
which require gas for ignition, start-up, and flame s:abilizacion.‘
Curtailmeat of natural gas to feedstoék.customers and present firm
nonresidential customers with peaxday use greater than 99 Mef/d will
have substaatial adverse effects upom the economy azd the publ*c.'
Curtailment of gas to electric utilities for ignitionm, sta*t-up, and

flame stabilization use would restrict thelix abilxty to provide
clectric service.

Feedstock. This category includes customers who use natural
gas as a raw material to produce an ead product. A-Priority‘Z-A
Zeedstock customer has no present capability of using an altermative
fuel. Total estimared annual requiremeats Ior this category are:
17,580 Mcf on the SoCal system and 12,340 MMcf on the DGEE system.

Current firm nonresidential use with peak—dgg demands
sregter than 99 Mcf/d. Residential use Iis service to customers which
consists of direct matural gas usage in 2 residential dwelling‘for
soace besting, air conditioning, cooking, water-heatxnb, and other
Tcsidential uses. The Zollowirg inc ludes all firm use that is mot
residential use and exceeds peax-day demands greater than 95 Mef/d:
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1975 ﬁSﬁiﬁated Reguirédénté
Alternate ruel. . Not
Custormers Feasible - . =~ Feas*ble

SoCa2l System | o <MM°f> «

on4. o _xs,fszo_-v*g- : zs 755
PGSZ System S ’~"‘ _ R 'fp_, : .
| 591 ‘ 12,505 \"[1'_9,,"683‘
SDGSE Syszen | S

28 o700 180

The staff recommended that the customers in °rxorxty Z2=-A
considexed capable of comverting to. an alternate fuelybe,transze:red
to the appropriate lower priority by Octobexr L, 1977 or two years 
from the effective date of this deCLozon, wh;cheve' 1s,later. Ibey
ewmphasize that customexs in °rxor1~v 2-4 have no present alter rasive
to the use of natuxal gas. The time span recommended 15_¢ons;derec
recsonable to coavert to alternate fuel capabiliry. A custbmeg[ﬁho
canast realistically convert within the recommended period of tize
may apply to the Commission for a specific devmatlon upom a
substential s...owmg.

Zlectric utility igniter, star:-uplfa ¢ flame stab;-.z ti.on
fuel. There is no present alternative to the use of natural gas fox
these applications. Both SoCal and PG&E have indicated tbcy are _om
studying the cost of couverting to alternate fuels, af:e: which we will
determize whether these uses should be assigred to Priority 2-A
permanently. The utilities will be required to provide detsiled
cost estimates of converting to a light oil or other alternnte w:ch.w
on2 year of the date of this decision so that we may determ...np thb
feasibility of transferxing ch;s requmrement to Priorxty S..
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Estimates of annual requirements for electrxc utxlxty
ignition, start-up, and flame stabilization axe:
SOCAl SYSLem wevererecnvrnrnnnncnncoee 5 »064 Mbe *
' tetecececsnenen L 008
' ceesesncs 146 3

* Includes requirenents of the Lbs-Angeles Departﬁent
of Watexr and Power.

Tke requirements listed above represent the total estimated
Priority 2-A requirements on the utilities' systems that have been
included in the tables in Chapter 3 of the staff report.

Priority 2-B - Current Interruptidle Customers
With Liquefied Petroleum Gas (LEG) -
Ox Other Gaseous Fuel Standby Facilities:
wWhere Counversion To Alternate Fuel
Is Not Feasidle.
Where Conversion To Alternate Fuel
Is Feasible.

Tais group includes all current interruptible users who use
L¥ as an.alternate to natuxal gas, plus that portion of petrolewn
refinery use which is dependent upon LPG or othe*‘lnternally generaCed
gaseous fuel during periods of curtailment.

The aumber of customers aad estima:ed'annual‘requiremeﬁts

are:

Estimated Annual Requirements
Alternate Fuel ' . Not
Customers Feasible Feasible

SoCal System | ' _ (¥1e£) _

120 10,310 ' ' 4,150
PGSE System _ D  ]‘( E

132 15,070 o 52,510:
SDGEE System | o S

22 800 560

The above requirements rcp:esent tocal estimaced seatewice'

requirements in Priority 2-B. R ’
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| The staff recomsended that customers in Priority 2-3
cousidered capable of converting to an alternmate fuel be transferred
To tac appropriate lowerlprio:ity on October 1, 1976 or one year from

the effective date of this decision, whichever is later. Staff
witnass Stamets provided tbe-folldwing testimony reléting_tolthe
criteria by which to detexmine the feasibility of a conversion.

"The comversion to alternate fuel should be
considered feasible iIf the coaversion can be
acconplished by the iastallation of alteracte
fuel burners, controls and supporting facilities,
such as piping and storage, and further, where
the use of an altermate fLfuel would not cause
significant adverse effects on product quality
ox process equipment. It Is intended that
'feasible conversion' will include conversions
which may require small changes in equipument
suel as ninor modification to allow burnex
piacement or the small addition of refractory
oaterials. 3Boilers, except those with
"atmospheric burners', appear feasible for
conversion under this criteria. 4&lso tais
criteria should result in the conversion of
stch equipment. as certain dryers, kilns, and |
furnaces waere natural gas or propane continues
to be used as a fuel primarily as a matter of
convenlence and cost.

"In this regard it is recognized that extenuating
circrmstances will exist causing feasidility cf
conversion to be questiomable for somz gas users.
Examples may be code restrictions or space
limitations. These instances will neced to be
coasidered on 2 case-by-case basis.”

It was emphasized that electricity should not normally be
considered as alternate usc since it must be presumedvtogbé,just as'
scarse as natural gas. ‘Likewise,‘a lohg-térm conversion frem gas o
a precess not requiring gas to produce the product will not be
considered a reasonable alternative fox cﬁr:cn::éonversions. Building
¢code restrictions or space limitationsfmay befConSide:ed“aﬁg' '

xzenuating cirsumstance. ‘ B .

-
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The seasonal interruptible customer without altcrﬁate fuel
facilities was not included in the staff's ?ribrity«system; In our
opinion this customer should be included in this category and
evaivated to determine whether he should have permanent or temporary‘
status.

Much discussion focused upon the definition of process: gas
and the reasons for such use being included in Prlorxty 2. Certain
existing process gas usexs have rnqtalled equzpment that is not
capable of burning a fuel other than natural gas. However, ia most
xnstanccs, if such customer . had no gas available the customer could
have installed substitute equipment that would eliminate the need
for natural gas. Accoxdingly, the stafs recommended that an zndustrza’
customer desizring to use natural gas for new or. additzonal equxpment
must convince the Commission that, as 2 practical matter there is
no other equipment that is capable of produczng the des;red product or

that there is no other equxpmen* that is capable of burning,alternate
fuel. We concur witik the staff.

Priority 3 ~ AlL Use Not Included in Another Priozity.

This priority distinguishes commercial boilex fuel usage
from that of industrial and utility steam-clectric generatioﬁ’use and
includes central borlers in multi-unit apartment houses us;ng more ‘
than 100 Mc£/d. The staff recommended that interruption of servmce to
Priority 3 be uinimized by cycling storage under circumstances thzt
would not jeopardize higher priority service. :

With respect to the finzmeial 8blllty of a particular
customer to convert to alternate fuel capability, the recommended
priorities are based on general conditions and fo the extent ‘certain
customers, from a competitive standpoint, may be forcedlout-o‘-'
business, the Commission will consider an exception. The customer
concerned, however, would have to xzake & very strang sbowlng xn orde“~
to justify a change in prlorrtxes. |
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fority 4 - Industrial Boiler Fuel Where Capability
of Utilizing an slternate Fuel is Present.
Cement Plants.

"Industrial use” is service to customers engaged primarily
in a process which creates or changes raw or unflnished materials
into another form or product. Industrial use may be further defined
as use in the categories falling under Division B, mining; Division C,
constructxon--and Division D, manufactuxxng, in the Standard Industrial
Classification manual Lssued by'the Executive Office of tne Preszdent,
0ffice of Management and Budget. ; |

'Gemerally, use of gas in ipdustrial”processes'occurs in
substantial volumes. It is consistent with existing interruptible
service to place the largest volume users in a position least
protected from curtailment. On current ;ncerruptfble schedules such
industrial users are required to be equipped with' standby - fuel
capability. o
A principal problem of industrial users wao fall- in the
proposed Priority 4 category is the substantially higher cost of
‘alternate fuel. It must be emphasized that the proposed priority
system Is based en a general approach. If an.industrial‘custbme'
bas space limitations similar to that of commercial customers, specia.
consideration may be given by the Commission to a possible higher
level of sexvice. Priorities cannot be written in a manner to provide
for all special conditions; some will have to be handled‘individualiy.

Cement plants were placed in Priority 4 due in part to the
large volumes of gas consumed and in part to their abxlxty to salft
to alternate fuels. There are indications that scme cement plants
are already shifting to the use of coal in preparatxon for deeper
curtailments in their level of gasfserv1ce
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Priority 5 - Utility SteamrElectric-Generation
Plants and Utility Gas Turbines.

Consistent with the policy that the highest volume users
are the first to be interxrupted or curtailed on present service -
schedules and because of their ability to substitute other fuels,

steam-clectric generation plants are placed in the lowest priority of
service. | ) |

Gas consumed by steam-electric utilities in this category
must be distinguished from those uses temporarily'in'rriority'Z-A.'
where gas is used for boiler ignition, start-up, end £flame
stabilization.

Other Plans

In addition to the staff's prOposal curtailment plans were
introduced by SoCal (Appendix C) and General Motors COrporation (GMD
@ppendix D).

The GM proposal was presumably iantroduced to be implemented

" by the Commission in Califormia. It is pattermed along the lines

of the FEC EL Paso curtailment plan which) as we bave indicated, is ﬂ

similar to the staff’'s pr0posal and , tierefore, we will not make v////

further comment. : : |
SoCal’s plan was introduced as an alternate to. the staff's

proposal should it be determined that end-use should be adoPted.

SoCal's plan is similar to the staff's but there are differences

which should be noted. First SoCal proposes that industrial and

commercial boiler uses be classified in the same priority wiile the

staff's propeses that industrial boiler use is inferior to commercial

and that a social objective is achieved by placing commercial

boilers in a higher priority. Second, SoCal prOposes that .

Prioxity 3 would be subblocked on a volumetric basis and

curtailed in the oxder of size to provide the utility

with the flexibxlity necessary to meet the demands placed on
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itz system, based on the theory that larger customers are better .
equipped to deal with curtailment and if larger customers are
curtailed first larger quantitxes of gas within that priority will
e available. The staif believes that all customers within Priority 3
saould *ecozve eqaal levels of service on an annual basis. Ibird '
SoCal asserts that a :o*atorzum.or limitation on new or existing
loads in excess of 99 Me£/d is unnecessary at this time. because
(1) the requirement to install alternate fuel capabilxty would
prevail and (2) the view that an existing customer bas a p=ior or
vested right to future gas supplies is unacceptable.
Positicn of Respondent Utilities
The gas utilities are un*ted in their OppOSltlon To the
proposed change from the cuxreat price-volume cuctailment: prqcedure
to an end-use prierity system, alveit for varying :easbns; They
azgue that there are significant differences in the operaticas and
systems of the various utilities waich are weflected in their
respective curtailment rules and that these d;ffe“eﬁges %otld;be
ecoodzzed when conside*zn" the ‘easzbilzty of 2z end-uge systen.
They point out that certain users now served as HE L ‘customexs
under existing rate schedules would e t*ansfer*ed to.a ;owe* pr*oz-”"
under an end-use system and thus be subJect to earlzer cur zilment
and that these customers would be Tequired o make la*ge expenditare.
Sor alterrate fuel burning ‘and storage equipment. o
PGE&Z opposes the concept of a statewzde end-use sys*c: 3
allocation allegiag that its present Rule 21 dealmnu with- curta 2 lzens
will best sexrve tie customers on its sys tem. It also states ubau
the operation of tae SoCal system is different from PGEE"s end such
£fexences shouid be *ecogn;zed when considering the feasmb ultyvof
an ‘end-use system. | | SR
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SoCal opposes the adOptioﬁ of an:end-uSe‘priorityjﬁystem
allegiag it is not now rnecessary since firm customers cn their
system will not be subjected to curtailment uacil 1978-79 based oz
current estinmates of available supolzes and that any cbange would

entail a2dministrative haxdaship "esultlng in d‘sruption and'
dislocation of industrial/commercial customers without a correlatlve
benefil to residential customers and that an end-use’ system will not
cbange the basic *equmrements or sumply of natural gas, but will
have a tremendous economic impact. $oCal also asserts that the
end-use coacept is not a realistic approach to es:ablisbihg;ptiorities.

San Diego opposes the adoPQion o< end-use because in its

piaion end-use places ToO much emphasis on the ab;lzty to conver_(
to an zlternate fuel, that none of tne ead~-use plans subm;tced for
coasideration considers the customers; and uses of gas mhﬁch p:ov*de
tae most important public benmefits, that the full impact of ecomomic
feagibility to convert has not been considered, that RO con51dera zo&
is given to operational burdens placed on the ut -thze and that an"
2nd~use systez would result in large volumes of gas trans erred froz
one’ geographxcal area to another. |
Discussion ‘ ‘ ‘
- The kizd of natural gas shortage éing Californ;a hoda;
is Zar different frem that contemplated by the concept cf inter-
rup:&b_lxcy as it was known in the 1950's and 1960‘s. The. icsion
is now cenfronted with 2 situation where it must reassessthe PbLl'cy
of vaTious gas consumers O cope with e:tended per*ods of *urzaﬁlxsnt
and not sioply the drizf interxuptions oceas 'cncd‘by.normhﬁwpc&;—d_j“
demand. The etisting wrilicy curtailment xul es'do:not respé§d?Q\ ‘
adeacately o uouay c.rcumstanges. ' S
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The abzllty of the various classes of customers to respond
will wvary regardless of whether such customers happen to be "firm
or "interruptible' under ome or another of the current schedules
Ziled with the Commission. The Commission has a duty to consider
such Ciffering capsbilities ia a meaningful fashion and to adopt
appropriate modifications to the current regulations governing priorit
of sexvice in oxder to prevent what we believe would othexwise be
walawfel discrimination. It seems cleax that the Cozmission could not
countenance a rule promulgated by a utilitj‘which'purportedfzo‘tre:t
custoxers similarly cituated in a dissimilar manver, whethexr such
treatment be with respect to rates, cualmty of service, or whazever.
The preveation of such discriminatory treatment is one of the

istorical cornerstones of ut;llty regula*xon. B

The facts iandicate taat the cr~t1cal period ‘or:CaLifornia,
frem 2 gas supply standpoint, is the next two-to-four years.  Follow-
ing cthat dnterval, we expect new natural gasvsupplieS'frcm Alaska
and other sources, pcrhaps new supplies[froﬁ coal gasificatiox, ani
a switch from gas to othexr sovrces of‘energy\by laxge usersﬁ__

The present system of priorities was prznczpally econcmsc
in rature and developed during a period of plentzful supply when
pigeline companies were actually competing to sexrve the California
market for matural zas. The limitation oz firxm service of 200 McZ/d,
without significant distinction in priority c¢f use, was adequehe
to sexve the dual puxpose of keeping utilities'lines at fu‘l ceo*c;t"
“in order to allow maximem utilization of facilities to the “enef
of the small consumer, and of mazn:axﬂlng 2 substantial cushion ez
iaterruptible service which could be forced o £f the 11 es d::;no
peak periods of relatively sbort duratiom. The degree of inter-
ruptibility in those happier days was not usually‘afsignific&nzepo:n:
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of discussion between the utility and a new industrial customer. Thus,
a new industrial concern could make a rather f£ine décision‘reéarding"
which rate it might pay and stzll be reasonably assured of. obtain;ng
its overoll needs for natural gas. ‘

Tae State Leﬁlslature bas expressed its concern.witb
respect to the diminishing supply situation in Senate Bill No. 1476,
which adds Chapter 4.5 to Part II, Division 1, to the Public
Utilities Code (Secs. 2771-2776). Thais amendment requlrcs the
Commission to establish priorities among the categories of customers
of every electrical corporation and every gas corpo:atioﬁfin'California
aad ro establish prioritles among the uses of electricity or gas by
customers. The Commission is directed to determzne which categormes
and uses provide the most important public benef;t and serve the!
greatest pudlic need. All customers and uses are to be categorzaed
in oxder of descending priority based upon those standa:ds.” The
prxorztxbs are to be used for the allocation of gas or electrlczty
in times of shortages. (Sece Oxder Instxtutxng Invcstzratxon in Case |
No. 9884 dated Maxch 11, 1975.) \ . -

The record in this case comsists of masses. of data showmng
a declining supply of natural zas available for all classes of
service. Under the present price-volume method of allocation,
interruptible customers are generally required to have alcernate
capability installed. Curtazlmencs of a greater msgnltude than
historically experienced may be expected. Fox example, SoCal may
have no interruptible gas by 1979. Thus, we recognize that a Systea.
of allocation zust be adopted that will give the highest przorzty tof
those who tave no feasible subs*ituce fuel. |
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That this Commission has the power o alter existing |
coatracts and utility company tariffs by which service is. ‘supplied to
their customers in times of gas shortages, so as to allocate gas fo*‘
the greatest public benrefiz, is well established. (sutter Butte .
Sanzl Co. v Railroad Comm. (1927) 202 Cal 179 affirmed (1929) 73 L ed
637; Market Street Railwav Co. v PGLE (1925) 6F 24 533 Traber v
Railroad Comm. (1970) 183 C3l 304.)

The recoxd in this case clearly demonstrates the urgent‘v
need for a system of ailocation of natural gas that will’ minimize
adverse economic and social iImpacts resulting from the cont;nuxng
decline in the supply of natural gas (Decision No. 83612 dated
October 15, 1974, Decision No. 83819 dated December 10, 1974 and
Decision No. £3923 dated December 30, 1974) ,

The staff's proposal is a comprehensive and detaxled plan
whick answers the questions facing the Commission relative to the
gas supply problem while following the directive imposed on the
Commission by the Legislature. An underlying consideration in
adopting the staff's plan is the consideration given to-the economis
and technological feasibili ty of conversion to alternate fuels by
the various gas users. Indeed, the qmplementation of thxu feature
will, in ouxr opinion, ease any burden or hardship on users wnele
indirectly taking into account the social value of the end product.

We recognize that each gas distribution syStam'has‘ité
differences both in operation and supply. However, differences of
systems and their operation are not of primary importance. Rather,
we are faced wita an emergency situation in whica’dur natural gas“'
supplies are being depleted without an offsetting increase in
reserves. We must determine how‘best such SUPPlleS-Con benertt the
citizers of Cal Lfornla. |




ir adopting rhe end-use system as contained in Appendix B,
we recognize that miay sustomers of the utilities will be placed in
2 lower priority than they presently eajoy. In the oxrder that
follows we will provide that a 180- day'notice from.che effectxve
da_e of this oxder be given to all custeomers. subject to a change in
ority.
Statewide Perity

The present PGSE-SoCal gas interchange eﬁefgeﬁcy‘agreement"
basically provides that either of the parties will divert. gas from
their oun storage—‘acxlltzes and, if necessary, their ~nter~upt1b¢e
customexs the other company’'s ~;rm,berv1ce cus*om&rs are in
jeopardy. The agreexent is desxgned to meet o z temporary opera:zng

ewergency or an abnormal pezck-day load sxcuat:on whenever fxrm
sexvice is tareatesmed. _ ‘ , _
The Commission staff nas proposed that the assictagee
agreement be expanded to assure statewide service for Priority 1 and
cLewity 2 requirements of the st2ff’s proposed plan. The p:0po:ed
service would provide protection for Priority 1 and Prxorxty 2
cuslomers oL any uc;lxty to the extent rhat such pro-ectﬂon.cun oe
essured withovt jeopardizing deliveries to the P'xor;ty L ano :
xiority 2 *equﬁrbmhn:s of che de;xver;ng wtility. . i
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Assuming that the staff's proposal is adopted, PGEE feels
that Zriority 2 customers capable of comverting to an alternate fuel
should be transferred to the appropriate lower prioxity przor to
*nplen entation of the scaff's recommendation. PG&b asserts that if-
thls were nct done, IGS&E would experience severe operatxonal problems
in attempting to move increased volumes of gas to southern. California.
PG&E also points out that discussions regarding mntual assxstance |
with SoCzl have taken place and are continuing.

SoCal supports the staff's concept of 2 negotzated agreement
to protect Priority 1 and Priority 2 customers on both systems but -
suggests that a separate agreement be negotmated Tather than expandxng
the agreement that is presently in effect. '

We agree that Priority 1 and Pr;ortty'z custoners on- both
systexms should be protected Accordingly, to mazntaxn a constant
level of service for Pr;ority 1 and Priority 2 customers we will
expect PG&E and SoCal to expand their ex;stxng,contraet~or negotzate"
2 separate agreement, keeping the Commission advised of thé progress.
We conclude, however, that because of the differxent syétems; statewide
parity of service for all levels of priorities is inapproorlate.‘
Igaiter., Start-up, and Fleme Stabilization N

This issue is ecritical and reqttves aod;t_onal conment.

The bulk of Caleornla s electrxcxty is genmerated by'oxl- and gas-
fired turbines. With the advent of the natural gas snortage -and the
consequent low priority given it for boiler use, the electric
utilities have been required o use als ernate fuels. However, &
portion of the gas consumed by electric utilities is for boiler '
ignition, start-up, and flame gtabzllzatzon. The ut Llltleb znd the
staff argue that gas for this purpose is vital to’ malnteln electrﬂc_
sexvice, that there is no present oractical alternate tuet tor‘th_o
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use, that any change would requite major redesign of all units, and that -
electric service is vital to the health and welfare of the citizens
of the State and coansequently should be given a high priority.

We agree rhat ratural gas for igaitiom, start-up, and
£flame stabilization plays an integral part in generating electricxty
and that any curtailment of gas for this purpose has the potentxal
not only to disrupt basie electric sexvice but also to. drastically
affect the health and welfare of the citizens of the Stare. -

The rapidly changiog fuel situatzon made it difficult for
the electric utilities to accuratwly project their ignitex fuel
requirements foxr the 1975-1975 season. The quantities projected
indicate those requirements To be a small percent of total require-
‘ments and deliverability. By assigning igniter fuel to-Pridrity'Z
ve can better assure the citizenry of continued £irm e*ectrzc serv1c
We believe,however, that because of the supply situatxon, .t is
necessary to make an accurate determination of the Lgnlter fuel
requiremeats of all of Californila electric utilities. - Accordzngly;
hearings will be held promptly azmd the utilities will be ordered to
suppLiy past usage and future requirement statlstlcs. |

In addition we expect the electric utilities in c00p~ratxca
with the gas distributors to pursue a research program.wlth the aim
of finding substitutes for natural gas to be used for ign;ter purposes.
Along this lire we will require quarterly reports on the progress of
the research programs. To the extent that custemers of the gas
utilizies have their own source of supply and are phys;cally able to
use such supply to mcet theix own requirements, the oblzgation of the
gas utility should be equivalently reduced starting with the . hxgh.st
priority under which the customer recexves service.
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Petition of Collier Carbon and Chemical Corp.
for Extension of Emergency Relief.

On Octobex 16, 1974 in Decision No. 82612 the Commissxon
grented Collier Carbdon and Chemical Corp. (Collier) the rxght to
transfer for & pexiod of 12 months from SoCal Schedule G-53T to
Schedule G-50T thereby allowing Collier to be curtailed with SoCal's
B Block priority customers. Oa August 18, 1975 Colliexr filed"or
an extension of the Interim relief for an additional year or untzl
such time as an end-use system.bexng considered in this case has
been implemented.

The staff's proposed end-use plan recognizes that’ some .
customers use natural gas as a feedstock and has provided: fbr those
customexs by placing such use in Priority 2-A. Priority 2-A would
place Collier and others similarly situated ia a priority hlgher
than they presently enjoy. However, since end-use prxorxtzes
cannot be implemented for this coming winter, Collier s request £or
an extension of interim relief was granted by Deciszon Noe 85073_
dated October 28, 1975. -

Also, by Dec1$ion No. 83993 cerzain: petrochemlc-l customers
on the SoCal's system were allowed to transfer to C Block priority
until December 31, 1975 or the issuance of a decision on overall
service priorities, whichever came firSt It is now evzdent that
the end-use priorities cstablished here will not be applzcab;e
until aftexr December 31, 1975; therefore an exteasion of the
authorization in Deczszon No. 33923 is- necessary.
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fevironmental Impact Report

On April 14, 1975 San Diego filed a motion: requesting :h“t
the staff prepare an en: ~"or:z:':xev'ztad. data statement (EDS) pursuant o
Auie L7.1 ¢f the Comniss s Rules of Practice. before adoPtLon of
&n end-uvse system of p*loh;tzes for the allccatzon of natural gas.
San Diego admits that there is a snortage of natural gas, but argues
tixat the present przce-volume priorxty systemyworks and tba“ tne
parties supporting an end-use system ate con~u51ng an emergency wm
a ¢hange in allocation of gas. '

The staff agrced with San Diego but argued thﬁ ”thé
pregaration of an EDS was necessary bnly prior to the adOption of a
£in2l curtailment plan order and that the fact of rapxdly d;xgnish~ng
qunaly of matural gas, in addition to the lengIatzve ma:date in

cection 2771, requires the adoption of sa interim plan. we belzeve
the urgency of the situation requires prompt adoption of the staff’s
end-use proposal on 2n iaterim basis with hearings to resolve hny

ssues arising frem the implementation of an end-use’ plan wnxch w2y

be subject to CEQA and to Commission Rule 17.1L. (See ze So.Cal. Gas
Decision No. 34512 dated June 10, 1975 in Aop-zcgtlon-No.‘53797‘)

We agree that tke end-use concept. ie onl] a change £from one
allocation system to another. However the critical ooznt {s that
the end-use systea as proposed by the seaff is designed to\pro”ect
those users who have no tecanically ox econom;cglly fea,;ble al:e*-'

2tive te the use of n atural gas as opposed - to than *elyznh on the
resent price-volume orhor::y system whereby a PELLY can. sele*t Lhc
chedul.e it decerm_nes can best serve its need,.wm*aout rega:d uO
";pr- |
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The FPC was faced with a similar question in the El Paso
curtailuent case, Docket No. RP72-6. In its Decisfon No. 697 -
PP- 2--21, the FPC held that compliance with the procedural requirezents
of the Natienzl Ezvironwental Policy Act (NEPA) with resPect to
caviroarental impact statements in curtailment cases is ''mot meaning-
fully possible". In view of the clese similarity between NEPA aad
CEQA and given the fact that substancial curtailments ia the use of
natural gas will take place, whether under present xnger*upt~b1e
schedules ox under a system of end-use pricrities, we belxeve an ZiR
is not required pricr te¢ the issuance of an Lnterxm oxrdex adoptxng
ac end-use curtailment plan. ‘ g

We are convinced that an mIR must be propa:ed be‘bre _
adoption of a f£inal permazent custailment plan. Eowever, to the
extent that the staff is now prepariag an EDS at the examinei'
Tequest, we axe of the opinion that because of the urgency of tbe
situation an EDS is not necessary for adoPtﬁon of an. lnherxm end-nse
ailocation plan.

The Effect of the El Paso Tarifis om Calzfornza Suoolmes

On December 19, 1974, the FPC issued its Opmn.on No. 697-4
in Docket No. RP72-§, modifying and clarifying El Taso's effective
interim curtailwent plan. Since that opimion states that volumetzic
eatitlements ave independent of all but total supplxes avazlable to -

l Paso and historical end-use profiles, cuxtailmeat pxocedures in
Cui_fo*nxa-will have no effect on the zmount of 7us~avablab frem
El Zraso.

Ia April 1975, EZ1 Pase ‘Lled with the FPC its prooobed
final curtailmeat plan. Of the several ~nre~pretarmono of the f‘ﬂnl
plan it appears <hat supplies cf gas in each priority category would
be frozen at existing lévels and would be diminfshed. pcrmaaénzly upon
any reported reduction in daily usage as  compared to  the frdtial

14
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profile. Many protests have been filed with the FPC to thisﬂElvPaso‘
plax, including onme from this Commission. EL Paso is presently
allocating supplies pursuant to-FPC interim orders 634 and 634-A.

Cn June 17, 1975 the FPC issued a Notice of Intehtion’:o
Act and Order Gramting Intervention wherein it set forth LtS 1nten.;on
to act on protests and motions f£iled by znuerested part;es Ln response
to pertions of El Paso's plan. Thus the outcome is still in doubt
whetker intrastate allocations would be affected by the final EL Paso.
curtailment plan. o | S
Conservaticn

Conservation received comsi derable atteation dur£n~ thms
procecding. In Decision No. 04902 we recognized trat. conse:vation by
Ciram customers does not result in a reduction cf the volume of gas
consumed because any decrease in usage is taken up by the 1nterruv*:blw
and steam electri¢ customers. We are convinced, based on the testimony,

in this proceeding, that we must prepare guidelines: for conserva:zon
izplementation by the gas utilicies to protect tha pdbl:c 1nteres~.\
Tt will therefore S¢ordered that each gas utxllty under our gurxsdxh
tion shall:

1. Report every six moaths on its present and
future plaans relative to comservationr. The
first such report is to be filed no later
than December 30, 1975.

Each utility skall £ile with the Commission
quarterly a detailed analysis of:

2. Budgetary expenditures for the past
six moaths for consexrvation and
expenciture Sorecasts.

Consexvacion activities and results
with present intexxuptible and steam
electrzc customers. ,
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Conservation a;tivzties and results
with all other customer classes.

Insulation activities.

Customer information regarding
conservation.

We will also expect each utility to work in concert with
all parties interested in comservation including the comservation unit
to be established within this Commlssxon. _

We stress that adoption of this end-use system of prlor‘tles
should not be comstrued in any way as a means to relieve the utilics Les
or their customers of their responsibility to conserve natuxal gas.

We will expect the respondent utilxtmes to continue thexr efforts
and progranms toward a reduction of usage.
Findings _ ‘ , o

1. The total supply of natural gas available to California has.
become increasingly inadequate in recent yeaxs to sexrve the total
demand for this premium fuel by all types of customers of the State's
gas utilities. Supplies and reserves are expecced-to'decliﬁe'fu:che:.

2. Existing priorities of service among different classes of

ustomers evolved when gas supplies were pleatiful and the State's
gas utilities were expanding their facilities at a rapid rate to
serve new customer loads brought about by both inczeasing ﬁopulatxon
and commercial and industrial demands for natural gas.

3. Present tariff filings of the gas utilities require inter-
ruptible customers to maiatain the capability to burn fuels other '
than natural gas, with exceptions granted to those which, becaLse o‘.
the nature of their industrial processes, can use’ only natuxal gos..
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4. Supply deficiencies projected for the mext two to three
years will require extensive. curtailuent of the gas utilities'
interrupt1b7e customess and, unless additional anticipated supplies

coe avaliable on sccﬂdule what is now classified as "firm " load,
hcu;d become subject to curtailmeat by 1978. , _

5. Curtailments of supply to Lnter*uptxble customers in the
magnltudes projected have required recoasideration of present rules
azd policies to reflect the furdamental uhan°es waich have occurred

iz the avazlab;lx*y of natural gas for Lndustrlal and. otner large
USers.

5. The eritical cons;dergtlon which must be controllzng in any

effort to reasonably distribute’ the effects of a. ustained shore tage
i2 a macner which is the least adverse to the public interest Ls ‘the

x2l.ative capability of differert classes of customers to ut;lxze fnelf
other than natural gas.

7. An end-use priority system of allocating the natural gas
stpply is the only fair and reasonable way to protect those with che‘
lecst capability to convert to alternate fuel.

8. The staff's proposed end-use curtailment plap as modified
b7 tails decision is fair and reasonable and ia the best interests of
all of California. ,

9. The residential gas customer is the one with the least
omount of economic or practical flexibility to change his use from
gas to some other fuel. This conclusion may also be true :or somc
other users such as small commercial and. industrial customers.

10. Present residential and small commercial and {ndustrial
vustomers should be accorded the highest priorzty because of the
comparative insbility of such customers to convert to the ue@ og
a;'e*nace fuels. ’ '
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1l. Customers waose use of natural gas is for feedstock purposes
as defined in Appendix B should be placed on a priority status just
below that of those customers using gas for residentxal and small
commercial and industrial purposes. o ST

12, Interruptxon of service to Priorzty 3. should be mmnlm;zed
by cycling storage under czrcumstances that would not: JeOpardzze
higher priority servmce. : :

13. To the extent that customers of the gas utxlities have their
own source of supply and are. physically able to use such supply to
meet their own requirements, the obligation of the delxverzng utilxty
should be equivalently reduced. : :

4. The respondent gas utzlzties should withxn lSO days of the
effective date of this ordexr, file new tariff proposals Incorporating
the przoritzes of sexvice set forth in Appendlx B. -

15. The outcome of deliveries of gas to. Caleornxa baseo on
the El Paso Natural Gas Co. curtailmeat plan filed with the Federal
Power Commission in FPC Docket No. RP72- 6 is still in doubt

16. Adoption of an end-use prioxrity system of allocatxon will
cause problems for many utility customers. Customers requlred to
switch to an alternate fuel should be allowed suffzcxent tzme to
. implement the change. _

17. Customers in Priority 2-A who are consxdered capable of
converting to an alternate fuel should be transferred to an appropriate
lower prioxity two years from the effective date of this decxs on.
Customers ungble to convert within the two-year perxod may'apply to
the Commission for an extension of. time.

18. ©Priority 2-B customers considered capable of convertxng
to an alternate fuel should be transferred to'a lower priorzty one
year from the effective date of this order.

19. Electricity should not be consxdered as an alternate energy
source for puxposes of coaversion.’ |
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20. There is no present al:'.nacxve to the use of natural gas.
for electric utility igaiter, start-up, and flame stabmlxzaczon fuel.
alcctzzc utilities should undertake studies to determine tbe

easizility anc cost of coaversion to alternate fuels hcr zgnx.er, )
staTz-up, aad flame stabilization uses and, *eporc progress to tHe
Commission querterly. . o

21l. Hearings shall be held to determine the electrzc utxlity
reguiremeats for ignitex, star.—up, aad ‘lame stabml zatmon fae;._

22. PG&E’s and SoCz2l's mutua; assistance agreement should be
expanded TC assure statewide sexrvice for Prmorxty 1 and Przor*ty o
requirements to the extent possible. Stakcwide parxty is lnapp“Oprla-e.

23. Respondent utilities shall maintain *eco*ds and report '
customer consumption da 2 on nonresxdentzal peak—day uses be“ween
50 and 100 Me£/d. R

| 24. Taplementation of this iaterim oxder is of suéh'urgpnéy
that an Eavironmental Impact Report is not réq"ited'prior to the
.ddOpthon of an interim end-use p:;orxuy system. of alloca.xon.'
Yecrings on the environmental issue shou;d be scneduled after
distribution of the staff’s Environmental Data Statement.

25. Copies of this decision sbould be served upon a’l zex =oers

¢ the California Congressional Delega.xon,v.he Governor anu wembers:
of the Legislature.

26. California utilities should‘ébntinué'to\émphasizé to”*bcir_f
customexs the importance of cceuserving satural gas. - They should:
axpand existing coaservation programs, ecpeczally taose in whzcﬂf
customers 2re given an incentive to conserve.
27. 7Tke authorization provided by Decision No. 83923 fo* éercaih
petrochemical companies on the SoCal system should be extendzd caril.
thz end-use przorztles establlshed herein become efféctzve..
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INTERIM ORDER

IT IS ORDERED that: _ ,

1. A system of end-use priorities for statewide allocation of
natuxal gas based on the criteria set forth in Appéndix B of this
decision is. . hereby adopted on an interim basis pendxng resolution of
any environmental impact issues. Tariff schedules reflect;ng the
end-use priorities established berein shall be filed by the respondent
utilities in accordance with General Order No. 96-A to become
effective within one hundred and exghty days from the effecc;ve date
of this order.

2. Southernm California Gas-Company (SoCal), Paczfxc Gas and
Electric Company (PGS&E) , and San Diego Gas & Electric Company (SDG&E)
shall maintain data and report to the Commission quarterly on the
number of customers and consumption of nonresidential customers witb
peak~day demands between 50-100 Mcf/d.

3. Califormia gas utilities sball oot provmde service to new
customers, or additional service to curreat customers, when,the
customer's new requirement will be in excess of 50 Mcf/d and that
requirezent can be met with an alternate fuel. |

4. Commission approval will be required before a gaé utility
car (1) provide service to any new nonresidential customer with a
demand in excess of 50 Mcf/d and (2) install adaitzonal.facxlxtxes o
provide additional sexrvice to a nonresidential customer when the new
level of demand Is in excess of 50 Mef/d. |

5. SoCal, PG&E, and SDGE&E shall file with the Commission
within one bundred and twenty days after the effective date of this
oxder lists of customers falling into the categories. of Prxority Z-A |
and priority 2-B permanent, and Priorxty Z-A,and Priormty'Z-B temporary.‘




C.958% et al. 1ltec

-

6. IG&E and SoCal shall expand their mutual assistaﬁqg"
agreesceat or negotiate a sepa:ate agreement :dfprotect'deliVEries
to Priority 1 and Friority 2 customers om 2 statewide basis.

7. 2G&E, IZDGEE, end. oouthe*n Califernia Edison Company (Edzson)
shall submit to the Commission within one. hund“ed and ezghty days
£rom the effective date of this order a detailed estimate of; the ‘
cost of converting igniter, start-up, and flame stabilizatxon fuel
rnquzrements and a detailed analysxs of the quantities used for
these purposes. ‘

8. ©DPGEE, SDGLE, and Edisoa shall initiate a program dcsigned
to convert to an alternate fuel tke natural gas now used for *gn;ter,
start-up, aad flame stabilization purposes.

9. TUses not exceeding 25 Mef/d on 2 peaaday may be. in the

n2xt higker pr;or&ty where such use is a part of a multi- or Split--
priority customer's total use. ‘ ‘
10. PG&E, SDG&E, Edison, and SoCal shall report every six
months orn present and future plans relatzve to comservation.  The
£irst such report is to be filed no later than December 30, 1975.
11. FPG&E, SDGAE, Edison, and SoCal shall file quarterly a
dotalled ‘nalyszs of:

a. Expecnditures for tha. lmmedlhte past six_
months for comservation and. expendzture
forecasts.

b. Copservation actxvzties and resultszwzth:
present interruptible and steam-electric_«
customers. . :
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Conservation activities and results with
all other customer classes.

Insulation activities.

Customer information regarding energy
conservation.

12. The authorization in Decision No. 83923 for certain petro-
chemical companies to transfer to C Block priority is hereby extended
uwntil the end-use priorities authorized herein become effective.

The effective date of this order is the date hereof. ,
Dated at San Francisco C Califomiaf,‘"this-' u?n.-uf/
day of ____DFCEMRER > 1975, e

~ 0 Commissiopezrs ™~
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APPENDIX A
Fage 1 of 3

LIST OF APPEARANCES

Respondents: Chickering & Gregory, by C. Hayden Ames, David A.
Lawson, IIT, and Edward P. Nelsen, Attorneys at lLaw, John H. Woy,
Paul L. Hathaway, Jr., aad stanicey Jewell, General Counsel, fox
San Diego Gas & Electric Company; Demmis G. Monge, Attormey at law,
for Southern California Edison Company; Harvey L. Brown, John P.
Vetromile, and Donald J. Carman, for Califormla Pacific Utilities
Co.; Ralph P. Cromer, John Madariaga, and Richard G. Campbell,
General Counsel, Ior Sierra Pacific Power Company; Bernard J. Della
Santa, Malcolm H. Furbush, and John C. Morrissey, Attorneys at law,
For Pacific and Electric Company; A. E. Eagel, for Plumas-
Sierra Rural Electxic Cooperative, Inc.; Ivan lLewis Gold and
Robert F. Harrington, Attorneys at Law, and George L. Rodgers,
Corporation Counsel, for Pacific Power & Light Cgmpany; EEErIes H.
McCrea, Genmeral Counsel, for Southwest Gas Coxporation; K. R. Edsall
and David B. Follett, Attorneys at law, for Southern CalIfornia Gas
Companys Cecilia Arnold, for Bay Point Light & Power Company;
Mrs. H. Dambacher, for Alex Brown Electxric Plant; W. V. Caveney,
Tor Southern California Water Co.; Donald W. Hicks, for Surprise
Valley Electxification Corp.; 0. M. Spear, for Valley Electric
Association; P. F. Stewart, for Del Norte Gas Company and
Garberville Gas Corporation; Carl Swanson, for Lake County Utility
Coumpany; D. F. McClendon, for McCloud Gas Company, Inc.; .
R. J. Mumzer, for Petrolane Siexra Gas Sexrvice; Dean W. Knight,
tor Rolling Green Utilities, Inec.; N. E. Waltenspiel, for Russian

River Gas Company, Inc.; George Pangborn, for The Sea Ranch Gas
and Water Co.; and E. H. Schaeider, ror siskiyou Vangas.

Interested Parties: Lou A. Papais, for Ad-Art, Inc.; C. J. Whittlingerw,
for Anza Electric Cooperative, Inc.; Lee Adler, for California
Grain & Feed Association; Vaughan, Paul & Lyons, by John G. Lyons,
Attorney at Law, and Sidney H. Bierlv, for California Fertilizer
Association; Edward A. Boehler, for Califormia Armmonia Company;

W. J. Bogaard, Attorney at law, for Califormia State Outdoor
Advertising Association; George C. Bond and Xemneth L. Riedman, Jr.,
Attorneys at Law, for Union OLll Company of Calirfornia; C. Rex Boyd
and John L. Willifoxrd, Attorneys at Law, for Phillips Petroleum
Company; Jades 1. prodie, for Pasadena Water and Power; Donald C.
Burns, for Swimming Fool Industry Energy Conservation Task rorce;
Brobeck, Phleger & Harrison, by Gordon E. Davis and Robert N. lowry,
Attorneys at law, and Robert E, Burt, for Callformia Mamufacturers
Association; Tom Burton, Attormey at lLaw, and R. R. Fritz, for
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Continental Oil Company; Pillsbury, Madison & Sutro, by James L.
Wanvig, Attormey at Law, Noel Dyer, Attorney at Law, and C. J.
Cariton, for Standard Oﬂ'ﬁy_éf California; Grant Cattaneo, for
California Hospital Association; James A. Chilko, for National :
Electrical Contractors Association; Edward E. Clark and D. A.
Preavy, Attorneys at law, for Atlantic Richiield Company;
J. T. dugill, for Liquid Aiwx, Ine.; Zdwin S. Hurst and ialter
Shellshear, <or Gulf 0il; Scott Poole, Zor GuLE 01l Company of
Callfornia; LeRoy Jackson, Attormey at Llaw, and John McKinnon,
for City of Torrance; Ronaid L. Johnson, Attormey at Law, and
William Shaffran, Deputy City Attormey, for City of San Diego;
Thomas G. Johnson, James W. McCartney, Earl A. Radford, william G.
RIddoch, Chester D. Walz, and william A. Wood, JI., ALtorneys at
law, tor Shell Oil Coxmpany; Gordon B. Jones, ror The Ixrvine Company;
Donald W. Kolstad and Robert L. Schmalz, Attornmeys at Law, for
Amstar Corporation; Thomas A. Lance, Attormey at Law, for The
Atchison, Topeka & Santa Fe Railway Company; Thomas M. 0'Conmoz,
City Attormey, and Robert R. Laughead, for City and County of
San Francisco; Archie A. Messenger and Baker & Botts, by Johm P.
Mathis, Attorney at Law, fox Union Carbide Corporation; Henry F.
Lippitt, II, Attormey at law, for California Gas Producers
ssoclation; Skormia, Rosenblum & Gyemant, by Thomas A. Skormia,
Attorney at law, and Robert lorenzini, for WEMA; Corbertt, welden,
Kane & Hartman, by Jacquines R. Welden, Attormey at law, and
Robert A. Loudon, for American Sign & Indicator Corporation;
Robert G. [uncaoe and John S. Nevitt, for Los Angeles County Adx
Pollution Control District; Thomas W. Lynch, Attormey at law, for
Amerada Hess Corporation; N. W. Matthews, for Surprise Valley
Electrification Corporation; McDonough, Holland, Schwartz & Allen,
by Martin McDonough, Attornmey at law, for Northerm Califormia Power
Agency; M. E. Moseley, for San Gabriel Water Company; Robert N.
Noyce, for Intel Coxrporation; Dave W. Paradis, for Arcadia Chamber
of Commerce; Louis Possner, for City of Long Beach, Buresu of
Franchises and Public Utilities; Robert 0. Randall, for Suburban
Water Systems; Don Reining, for Soutbern Califormia Rock Products
Association; Gerson Ribmick, for The Heating & Air Conditioning
Industxy of the State of Californmia; Robert V. Russell, for City of
Los Angeles, Department of Public Utilities and Transportation;
Sylvia M. Siegel, for Comsumer Federation of Czliformia, et al.;
Howard J. omi %EL for California Broadcasters Association; James F.
Sorensen, oY rriant Water Users Assocfation; Jan Staklis, Ior
State Department of Water Resources; William ET Jtill, Attorney at
Law, for Southern Paciflc Transpertation Company; Glicksberg,
Kushner & Goldberg, by Terrance L. Stinnett, Attorney at Law, for
Optical Coating laboratory; lLawrence J. Straw, Jr., Attorney at (ow,
for Mobile 0il Corporation; Robert L. Sullivan, Attormey at law, for
Sun 0il Coxpany; Robert W. Thompson, for Metropolitan Water District
of Southern Ca{ 1foTnia; Bext irask, for California Trucking




C.9581 et al. ep/ltc *

APPENDIX A
Page 3 of 3

Association; Philig Tynexr, for Powerine 0il Company; R. D. Copley,
Jr., and L. E. Kell “Attorneys at law, for Getty 0il Company;

er, Fellx & Ball, by Richard D. De luce, Attormey at Law, and
William F. Marsh, for Air Products & Chemicals, Inc.; Arthur T.
e uy Wesson, and Fredex ck H. Kranz, Jr., Attormeys
at Taw, Ior City of Los Angeles, Department of Water & Power;
Col. Frank J. Dorsey, Attorney at Law, for Executive Agencies of the
U 5.AC, Office of %e Staff Judge Advocate; Cassandra Dunn, Attosmay
at Law, for U.S. Envirommental Frotection Agency; Alan R. Watts.
Attorney at Law, George H. Edwards, and Henry Wiley, for City of
Anaheim; William H. Fdwards, Attormey at ﬁ?w, Ralph 0. Hubbard,
and William L. Knecht, for California Farm Burea—h—-u ederation;
William H. Fell and Richard L. Young, for City of Glemdale; E. J.
Ferguson, for County of Orange; Dobaid F. X. Fimn, for Geothermal
exgy titute; William R. Frehse, for Federal Aviation
Administration; C. H. Fuller, Jz., for California Coin-op
Association; Gera eiger, for Fuergy Crisis Task Foxce; Albert
Gluckson, A.ttorne__ﬁ't—é?: for Computer Sciences Corporation;
€S L. Hair and Kemneth J. Mellor, for Sacramento Municipal
Utllity District; James Hamersley, Attorney at law, for Aluminum
Recycling Association; walker ﬁgmon, for Suburben Water Systems;
Axgue, Freston & Myers, by stephen F. Harbison, Attormey at law,
for Axmco Steel Corporation; Howry, Simom, Baker & Murchison, by
Richard S. Harrell, Attorney at law, for American Olean Tile Co.,
Wﬁan;{,s, for The Rand Corporation: A. M. Hart and
Kenneth K. Okel, Attozneys at lLaw, for General Telepbone Company
mmalter W. Henderson, Attorney at law, for El Paso
Natural Gas Company; . veal, Attorney at law, for Exxon
Company, U.S.A.; Willfam D. Watt, for California & Hawaijan Sugar
Co.; John W, WhitSett, Deputy County Counsel, for County of
Los Angeles; James D. Woodburm, for City of Burbank; Joel S. Wight,
Attorney at Law, for Gemeral Glectric Company; B_%g&_m_l%
Attorney at law, and John Clark, for Collier Caf ca
Coxporation; Dunne, PRelps & K{ils, by Robert M. Dumne, Attorney
at law, for ADOGA; Morrison, Forester, oway, clinton & Clark,
by James J. Garrett, Attorney at Law, for Hercules Incorporated;
Milton J. Carlsom, for Union Sugar, Division of Comnsolidated Foods
-3 es J. ell, for Interpace Corporation; Downey, Brand,
Seymou¥ & Robwer, by Philip A. Stohr, Attorney at Law, for Genmeral
Motorxs Corporation: D¥. J. 0. Bray, for Scan.fgrd Research Institute;
Warren Williams, Attorney at Law, for Valley Nitrogen Products, Inc.;

. Ma for Powerine 0il Company; and Tom Wilson, for
. . _ _

Commission Staff: Rufus G. Thayer, Jr., Attorney at | \/

law, Page E. Golsan, John E. Johnson, and Colin Garrity.
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End={Use Curcailment

1. The following will establish an end-use priority system to
replace the existing price-volume priorities under which . .
the gas distribution utilities presently curtail deliveries
of matural gas. ' '

The criteria for categoxizing the uses of naﬁural-gas‘of the
customers of recoxd as of the cffective date of this decision -
is-as fqllows: ' o T

Priority Descriptioﬁ

1  All residential use regardless of size.

All other firm use with peak-day dewmands
less than 100 Mcf/d. -
Where primary use is as a feedstock with
no alternative.. | o
Curxent firm nonresidential use with peak-
day demands greatexr than 99 Mcf/d:
Where conversion to alternate fuel
is not feasible. : - )
Where conversion to alternate fuel
is feasible.: o
Electric utilities start-up and igniter fuel.

Current interruptible customers with LPG or
other gaseous fuel standby facilities:.

Where conversion to alternate fuel
is not feasible. o '

Whexre conversion to alternate fuel.
is feasible. L :

Other iaterxrruptible customers with .
CPUC-approved deviation from requirements
for standby facilities. ' '

All use not included in another prioricy;

Industrial boilex fuel where capability of
utilizing an alternate fuel is preseot.

Cement plants.

Utility steamreleétric«generation planzs
and utility gas turbines. - R
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The following definitions are to be associated with the cxiteria:

Alteraate fuels:

Boiler fuel:

Feasible alternate fuel:

Teedstock usage:

Firm customers:

Iaterruptible customers:

Peak-cdav demand:

Residential use:

Iadustrial use:

Nonfaseous fuels; particularly
excluding SNG, ING, and LPG.

Gas used specifically to fire
boilers, regardless of the end
use of the steam produced.

The condition of a customer who
currently has no capability of

using an alternate fuel (as

defined above), but where conversion
to alternate fuel is techmologically
possible and economically practicable,
within the context of the customer

in question.

Natural gas used as raw material
£or its chemical properties in
creating an end product.

Customers curreatly purchasing gas
under  firm natural gas service
schedules. _ :

Customers cuxrently purchasing gas
under interruptible natural gas
tariff schedules.

A customer's highest mouth's require-
ment divided by the nuxber of days
of operation in that month. «

Service to customers which consists
of direct natural gas usage in a
resicential dwelling for space
heating, air conditioning, cooking,
water heating, and other residential
uses. .

Service to customers engaged primarily -
in a process which c¢reates or changes
raw or unfinished materials into
another form or product.

Tndustrial use is further defined as uses in the
categories falling under Division 3, Mining,
Divisiom C, Comstruction, aad Division D,
Manufacturiag in the Standard Industrial Classi-
ficazion Manual issued by the Executive Office of
the President, 0fZice of Management and Budget.
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Use foxr which alternate fuels are
not technically feasible such as

in applications requiring precise
temperature controls and precise

£flaze characteristics.

Electric utility natural gas use

- where no alternate fuel capability

exists for: (1) heating the boiler
system adequately during start-up
to enable efficient oil burning to
meet pollution standards; aad

(2) insuring continuous ignition
and flame stabilization within the
boilex. S , ‘ -
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DEFINITIONS FOR SOUTHERN CALIFORNIA GAS COMPANY'S
PROPOSED PRIORITY SYSTEM

Peak -day Volume - The average daily usage during the customer's
peak =ontx O operation im calemdar year 1973. Whea no
Market Services information is present, the peak load day
will be calculated according to the following table:

- Days/Month . . -
Residential | | 300
Commercial - ‘ 26 -
Industrial 22

Customer - A meter or combination of meters which constitute
one bill. :

Alternate Fuel - Commercial Standazd #2 (CS2) ox heavier oil.

Central Boiler - A central steam or hot water boiler which
will supply the domestic hot water, space heating, or other
heat energy requirements for multiple residential umits.

Nonresidential Service - Service to customers for other thas
airect uses within a resideatial dwelling unit and utility:
electric generation. : o '

Segondary Fuel Capability - The ability to utilize another
fuel such as LPG, coal, or gasolime as an interchangeable
alternative to natural gas. : N S
Utility Flectric Generation ~ Service to eleectric utilities
engaged in the production of electric power through the use
of boilers aad turbines. < : o

Family Dwelling Unit - A group of rooms; such as a house, a

zlat, or an apartment which provides complete famil{ Living

facilities in which the occupant normally cooks meals, eats,

sleeps, and carries on the household operations ineident to
- comestic life (as defined in Co. Rule MNo. 1). o

Feedstock - Natural gas used as a raw material for 'its .
chemical properties in creating an end product. :
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DEFINITIONS FOR SOUTHERN CALIFORNIA GAS COMPANY'S
PROFCSED PRIORITY SYSTEM (Contd.)

Interruptible Service - Service to customers under the
PLovisions of an incexruptible rate schedule.

?laat Protection -~ Minimum volumes required to prevent physiczl
Rarm Lo Coe plax facilities or danger to plant persoanel when
such protection cannot be afforded through the use of an
z2lternate fuel. This includes the protection of such material
i process as would otherwise be destroyed, but skall not
include deliveries required to maintain plant production.

Residential - Gas service for use at familyidwellinguunitﬁ;
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SOUTHERY CALIFORNIA GAS COMPANY ‘PROPOSED END-USE
PRIORTTIES - CASE NO. 9642 .

Deseription

New residential. (1)

Existing f£irm residential. (2)

Other existing firm and new custoners peak.day
demand of 99 Mcf/day or less.

Customers ia this priority will be. categorzzed
by subblock, in accordance with the following
and curtailment will be in inverse order
beginning with Priority 2-C.

A. New nonresidential loads with a peak-
day demand of 100 Mcf or more/day
without alternate fuel capability. (3}
Plant protection.
Exlstxngéfirm nonresidential loads w1th

y demand of 100 Mcf or more/

daY- (4)
Existing seasonal lnterruptxble customers
wlthout alternate fuel facilities. (&)

Where total peak-day load of the customer is 100 Mcf or more/
day, ceatral boilers wiaich can use an alternate fuel will
be placed in 1orzty 3.

Where total peak-day ‘Load of the customer is lOO be or more/
day, central boilers which can use an alternate fuel will

be placed inm Priority 3, 24 months after effective date

of decision.

Thzt equipment which cannot use alternate £uol requires
Commission approval. If refused may qualify for Prmorzty 3 by
installing seconcary feel capabzlxty.

Equipment which can use alternate fuel will be trans‘erred
to Prlorzty 3, 24 months after effective date of decisxon.
Balance of equlpment *ema;ns ln.Prlority 2-A.




€.858L et gl. Ite

APPENDIX C
Page 5 of 5

SOUTEERN CALIFORNIA GAS COMPANY PROPOSED END-USE
PRIORITIES - CASE NO. 9642 (Contd.)

 Priority Description

B. Existing feedstock. (5)
Igniter service. (6).
New feedstock. (7)

C. Existing interruptible customers with
installed LG facilities. (8) '

Existing interruptible loads with installed
alternate fuel facilities. New residential
boilers whexe the customers' total peak-day
load is 100 Mcf or more/day.

New noaresidential loads with a2 peak-day
cdemand of 100 Mcf or more/day with alternate
fuel capability or which have been refused
Priority 2-A classification and have installed
secondary fuel capability.

Customers in this priority will be categorized
by subblock, in accordance with the following
peak day usage and curtailment will be in
inverse order beginning with Priority 3-D.

A. 0-499 Mcf/day.

B. 500-1499 Mef/day.

C. 1500-4999 Mcf/day.

D. 5000 Mef/day and greater.

Utility electric gemeration, including boilers
and turbines.

Volumes will be limited to 1974 usage adjusted for curtailment.

Transfer to Priority &4, 24 months after effective date of =
-deeision. ‘ , S : : L

Reqdi:es Commission approval. _ _
Equipment cagg?le 0f uvsing an alternate fuel transfers to

Priority 3, months after effective date, of decision.
Balance of equipment remaias in Prioxity 2-C. :
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GENERAL MOTORS PROPOSED DEFINITIONS
(Modified per Ricca lestimony) .

Residential: Service to customers which consists of natural gas
usage ir a residential dwelling for space beating, air conditioning,
cooking, water heating, and other residential uses.

Commercial: Service to customers engaged primarily in the sale

and distribution of goods or services including inmstitutions and
local and federal govermment agencies for uses other than those

involving manufacturing or electric power generation.

Industrial: Service to customers engaged primarily in a process
which cxeates or changes raw or unfinished materials into anmother
form or product including the gemeration of electric power.

Plant Protection Gas: Minimum volumes required to prevent physical
barm to the Iacilities or danger to personnel when such protection
cannot be afforded tihrough the use of an alternate fuel. This

includes the protection of such material in process as would other-
wise be destroyed. It shall not include deliveries required to

maintain plant production, except for ignition gas where alternate
fuel facilities have not been iastalled. For the purposes of this

definition, propane and other gaseous fuels shall not be considezed
alternate fuels. o

Feedstock Gas: Natural zas used as a raw material for its chemical
properties in creating an end product. E

Process Gas: Natural gas use for which alternate fuels are not
technically or economically feasible, such as in applications
requiring precise temperature controls and pracise flame character-
istics or other premiux applications, including flame stabilization
for coal-burning units where altermate fuel facilities have not been
installed. For the purposes of this definition, propane and other
gaseous fuels shall not be considered alternmate fuels.

Boiler Fuel: Natural gas used as a fuel for the generation of steam
or electricity, the utilization of gas turbines for the
generation of electricity, compression, or pumping, and all other
indirect-fired applications. , B

Alternate Fuel Capability: Where an altermate fuel could have been
utilized whether or not the facilities for such use have actually
been installed, provided, however, where the use of natural gas is
for plant protection, feedstock, or process uses and the only
alternate fuel is propane or another gaseous fuel, then the consumer
will De treated as if he had no altermate fuel capability. -




€.8581 et al. 1ltec

APFENDIX D
Page 2 of 2

GENERAL MOTORS'

COMPOSITE CURTAILMENT PRIORITIES

Prioritz 1.

Prioricy 2.

Prioxritv 3.

Priority 4.

Prioricy 5.

Residential usage; plant protection
$as, including ignition gas: and .
all small usage (50 Mc£f/day or less)
otherwise. ‘

Large (more than 50 Mcf/day) commereial
and industrial users with no alternate
fuel capability and/or feedstock
available; process gas, including
flame stabilization gas; and storage .
injection gas. :

lLarge commercial and industrial users
with alternate fuel capability, and/or
feedstock capabilicy, whether or not -
presently ianstalled, -

Cormercial and industrial require-
ments for boiler-fuel use.

Utility clectric generation plant
requirements includin gas turbines
used for generation o -electricicy..
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COMMISSIONER BATINOVICH, CONCURRING:

While I concur generally in the':pz‘ioﬁﬁés established
by this decision, I believe that this order does not go far
enough in regard to determining respective pridrities bétween ‘
existing and future residential users. If the main rationale
for priorities is to protect Pi-ior-ity 1 then: why do we continue
to expa.nd Priority 1 customers at the expense of other equally )
important customers, who affect all consumers?

December 2, 1975
San Francisco, California

gt

- ‘Robert Bannowch. Comm?sﬁoner




Decision No. 85139 | | .
BEFCRE TEE PUBLIC UTILITIES COMMISSION OF THE STAIE OF CALIFORNIA

Investigation on the Commission's )
Ovmn Motion into the Adequacy and. -
Reliability of the Energy and Fuel
Requirzements and Supply of the
Electric Public Utilities in the
State of California. o

‘Case No. 9581
(Filed July 3, 1973)

Investigation on the Commission's

own motion inte the natural gas

sepply- and requirements of gas

- public utilities in the State of
California. ”

| Case No. 9642 .
(Filed December. 18, 19?3)‘ '

Investigation on the Commission's
own motion into. the estadlishing
of priorities among the types of
categories of customers of every -
electrical corporation and every
gas corporation in the State of
California and among the uses of
electricity or gas by such
customers. o

Case No. 9884 .
(Filed March 11, 1975)

CONCURRING OPINION OF COMMISSIONER ROSS

I concur in the decision of the majority, but I feel tha:,greater
clarity and detail are necessary in a final disposi:ibn of this matter:

(1) The diffevences between our priority system and: the E1 Pas‘,of
system should de clearly outlined and de’féﬁded, ang aﬁ? est:.'.xﬁéte Si'zould“be_
made of the amount of gas potentially lost as a _resuit"ofv these d:ifférefzéés\.

(2) Distinetions between ::‘.ndustrial and éomnezjcial '-ué.eré: $houldl .
be defended more explicitly, or else reformulatedv on t_.hé" basis of ”vomé” of |
use. oy

(3) We should, wheze possidble, differentiate esséntial from o

luxury uses within each priority. For cxample, we should ‘curtail the use of
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gas for heating of newly-installed swimﬁing pools, and p5ase{out‘use for

existing pools.
(4) We should give detailed comsideration to air polltion

problems in allocating gas between Tegions of the State durdng critical

Commissioner_w,_:-

fan Trancisso, Californsiz

December 8, 1975




