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OPINION ON REHEARING

ecision (D.) R2.04-0ff", dnted April R, 1082, made

i
the rules under which gas and electrie .

extending of service 10 new customers
ine extension rules. Under the old format, an
applicant for new service receives a freae nW]ownnce of gos main
extension footage and/or electric line extonsion footage varying With
the azount of energy consumed in “he new structure.
D.82-04-068 provides:

1. Six monthg from the e:fccuivn date of
D.82-04=068, new customers will be eligible
for only 2/7% of the nl]oquoa they would have
veen entitled to under the orecent rules, for
both gas and eleectricity (FPhase 1). In order

©0 remain neutral on the promotional agpecss
o7 the present rules, this allowance will de
determined without anul Ty b@:ny mace as to
the applisnces installed. For the purpose of

caleulating the free foounpw Timit, it will
ve agzumed that the customer hazs ingtallec
the maximum numder of applinnces for which
the utility affords allownnces In no avent
will nny customer receive nn nl]owLnoo for
more than 2/% of his or her actunl .
extenslon.

L3

the Commission's inteont that three

Iter Phase 1 hag hecome effective, new
mers will be eligidle for only 1/% of
amount they would have been entitled %o
the present rules. cetermined on the
bnsis ns above (Phase 2).
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the <hird year of Phase 1, the
review the opo"atlon of the
%0 determine whether the direction

for Phage 2 ic the mos*t approprinte
way to procend Thic review will oceur,
therefore. prior to implementntion of

Phage 2. During *this review. it will also be
determined how long Phase 2 chould last and
what the next step should he.
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D.82-04-068 stated that the Commiscion did not adop® o

special free footage nallowance for nny specifiec customer elass hased
on location of that class. A proliferntion of specinl rate
classifications is undesiradle, and the Commiscion was not persunded
that compelling grounds for & special elassification for line
extension %0 agricultural customers existe.

Several applications for rehearing. or for modification or
clarification of D.82-04-068 were filed. D.R2-07-040, issued znd
effective July 7, 1982, suspended D.R2-04-068 and certain ecompliance
filings ordered by that decision until further notice of the

10R2, we granted
That decision modified
ns o the discussion, findings of fnct, and conclusions of law
2-0£-068. D.82-09-110 2lso directed respondents to file
adéaitional factual materinl and directea the staff to file comments
with respect to such material.
Ordering Paragraph 3 of D.R2=0%.110 reads:

"Z. Rehearing of D.R2=04-0A8 12 pgranted., limited
to receint of avidence nnd argumant on the issue
ol whether there nare fuetors which jnﬁhify_
csvablAuhan specinl line oxtension rules fTor o
clase of 'agricultural' customers, aifferent {rom
free fooz ace allownnces granted to other new
custoner This issue necessnarily shall include

"cposac Cﬂflnlu.0h0 of 'agricultural’' customers
for the purpose of line extension policies. The

Commizsion staff is directed %o partiecipate Tully
in all aspects."

By Ordering Paragraph 1(d) of D.22-00-110, regpondents
ordered to file:

"A propos ed definition of an ‘nericultural’t ¢lnss
of customers, which the Commisasion could
de31 gnate for the purpoge of special “reatment
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within new line extension tariffs. This
subzission shall be limited to factual support
for an 'agricultural' class; arguments concerning
the appropriateness or inappropriatenesgs of such

e designation are to be reserved to the hearing
ordered below."

Respondents have filed proposed definitions for an
"agricultural” class of customers.

D.82-09-110 further ordered that the suspension of
0.82-04-068, ordered by D.82-07-040, be continued in effect until
further action of this Commission.

D.82-12-0%39, issued December 1, 1982, modified D.82-09-110
To make it clear that the 1/% phasing program adopted in D.B2-04-06R
applies to all new customers, not merely +o residential and priority
one commercial customers. D.82-12-0%9 also denied rehearing of
D.82-0¢~-110.

Rehearing

Rehearing as directed in Ordering Paragraph 3 of
D.82-00~110 was held on November 22 and 2%, 1982 in San Francisco.
Orel argument on the issues was held on November 20, 19082, a% whiéh
tipe the matter was submitted.

Zvidence was presented on behalf of respondents Southern
California Gas Company (SoCal Gas) and Southern California Edison
Company (Edison), the California Farm Bureau Federation (Farm
Bureeu), and the Commission staff (staff).

Argament was presented on behalf of the ahove parties and
by Pacific Gas and Electric Company (PG&E), San Diego Gas & Electric
Company (SDG&E), California Building Industry Association (Builders),

and Associated General Contractors of California (Contractors).

Jackground of Electric Line Extension
Rules for Agricultural Customers

Under electric line extension rules now in effect, an
applicant for new service receives a free allowance of electric line
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exvension foovage varying with the amount of energy consumed. The
free footage allowances were decigned %0 promote energy demand and
load growth so that economies of seale coula he realized with
resulting lower unit rates %0 all ratepayers.

Under current economic conditions and energy procduction'’
costs, greater energy demand no longer produces lower rabes. Those
Tactors caused the Commission to initinte Case (C.) 10260 %o
reevaluate the existing line extension rules desipned 0 promote
¢onsumption.

In our first interim order in €.10260, D.01%28 iggued
Fedbruvary 13, 1680 (%
the bazie free footag

CPUC 2¢ 274), we ndophed n proposal o cancel
e

bad
!

for

ocn
allowances nnd substitute eredit
*

0 request
addéivional hearings nimed at modifying the proposnl.  The proposal

conservation, duv offered the opportunity for parties

would have canceled the dbasiec free fooinge nllownnces and cubstitus
credits for conzervation, including installation of pgas appliances

ed
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lieu of electrical appliances where gas was available.' We stated
(at page 2904):

"We conclude that o basic eleetrin allownnce
should not Ye adopted if we are to achieve our
objectives of encouraging the use of gas and
encour ag¢n¢ etficient use of cleetricity. Only
conservation allowances will be acopted for
electric lines. . . . [Plor residentinl premises
in areas where gos is not availadle, we will
adopt allowances which both create incentives for
coanservation and take into consideration the
gpecial circunstances that exiss.”

As an exception to the general rule stated above, wo
Provided for a 700-foot free footage allownnce for agricultural
usvomers. Our rationale, as stated ot pages 294-205. was s follows:

"Agriculiural customer occupv A ‘rather unique
* position in %that the norm conservation measurcs
cannot be adapted to most a ericultural
operations. In acdmtlon. the nvailability of
nasural gas service for agricultural operations
is severely limited. Conceguently, the viadle
alternatives normally available to such customers
are el oc+"1c1ty and foasil fueled engines and/or
devices Under these circumstances, the
utilization of electricity for agricultural
purposes is to be encournged. Consequently. we

' in our discussion (at page 288), we stated: "We reconfirm at

this < m@ *He policy conclusion, enunciated in Decision No. L0177 in
vhe Liguified Watural Gaa Terminal procecding, %hat on both economic
andé environmental grounds, natural gas iz the preferred fuel for
residential energy neeas The adopted ertension rules cet forth in
the ensulng order are dos;vnﬂd to strongly favor *the uge of natural
gas Xor cooking and space ond wqtor heating where i% ig availabdble and
the use of elect ricimy Tor these purposen where natural goas is ‘
unuva Llable and nltarnnte cner by sources nre lesz oconomical and/or

Ticient than electricity. Under these cireumstances. the effect of
uhe adopted rules on the relative number of all-clectric homes shoulad
Ye negligible."
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will adopt electric allowances for agricultural
loac equal to 700 feet which is roughly the
average length of agricultural line extensions.

D.91328 provided that unless further hearings were scheduled in
responge 10 commentsg, the rules presceribed in D.91%28 would bhecome
effective 45 days after February 1%, 1080, the date of the order. By
notice dated Febiuary 22, 1080, the Commission cet additional
hearings in C.10260. By its own terms, therefore, D.91328 never
became effective.

Zn interim D.R2-04-068, igsued April 8, 1922, hoth *he
conservation credits approach to line extension allowances and %he

special agricultural tariff which had bBeen proposed in D.G1%2R were

not adopved.” The new rules provide that gix months after the :
ellective date of D.82-04-068 new customers will be eligidle for only
2/3 of the allowance they would have deen en%itled to under present
rules. The allowance will he determined without inquiry heing made
23 %o the numder or kind of appliances installed. Instead., it will
be assumed that the customer has installed the maximum number of
appliances for which the utility affords allowances. After thig
caleulation, the utility will pay 2/% of the frec fobtmge allowance
calculated by thisc method. du%t in no cvent more than, 2/% of the
actual extension. ,

The general policy gonl enuncinted in D.R2-04-068 for all
end use sectors (including agriculture) is the attainment of +he
least cost nix of conservation iavestments and Life cyele energ
costs.
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As agricultural interests had no opportunity to present
evidence on the issue of agricultural extensions in the hearings held
between D.91328 and D.82-04~068, we granted limited rehearing for
that purpose.

Motion for Continuance and
For Production of Dats

On November 17, Farm Bureau filed its motion for
continuance of the hearing and to compel responses to data requests
zade upon respondents.

Farm Bureau was requested to file an offer of proof at the
hearing on November 22 so that the Commission would be advised of the
evidence that would be produced dy Farm Bureau if the data requests
were answered in full and if a continuance was granted. The offer of
Proof s+tates that Farm Bureau had not received responses to data
requests from certain respondents and those that were received were
incomplete and unresponsive. Farm Bureau states that the two major
concerns of the Commission, as perceived by it, are: (1) line
extensian rules should not encourage the use of energy and
(2) existing ratepayers should not suffer a burden as & result of the
line extension rules. YFarm Bureau has argued that existing line
extension rules for agricultural customers do not encourage usage of
energy and do not impose a burden on other customers.

Parm Bureau acknowledged in its offer of proof that it Is
not certain what it could prove on the above two points, as it had
incomplete data, dut it urged that a revenue-to-invesiment analysis
of agricultural customers might be possidle which would dispel the
Commission's concerns.

The motion was denied by the administrative law judge (ALJ)
at the hearing on November 22. It appeared that the sole basis for
the motion was that Farm Bureau could not proceed without the
information in the data requests which apply only to economic issues
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and that Farm Bureau could proceed with production of evidence on
nonecononic issues. Moreover., respondents indicated that data in the
forn requested by Farm Bureau could only be produced at a very
consideradle effort and cost, and +that i4 would require several
months. Tarxz Bureau did not offer 4o precent any evidence and stated

o4 -

it would rely on:'the showing of other parties and cross-~examination
to develop its points.

We affirm the ALJ's ruling denying Farm Bureau's motion.
The Evicence

Different approaches to free footige allowances were taken
by Zdison. SoCal Gas, and staff. Edison opposed the granting of
special allowances for agricultural customers. SoCal.Gas proposed a

°t/revenue'te°* for agricultural customers, which SoCal Gas would
extend o all commercial customers, 1if authorized. Staff proposed
that agricultural customers receive the same free footage allowanées
ag residenvial customers on the assumption that most new agriculiural
extensions are to locations which include a residence. All of the
above recommendations were made under a mistaken interpretation that 4/”//

0.82-04-068 provided no free rfootage allowances for other
than residential and priority one commercial customers. (As noted
gbove. this point was clarified by D.R2-12-0%0 igsued after
subzission of this phase of C.10260.)
Bdison's Evidence

Bcison reiteraved its position token in earlier phases of
proceeding that to establich specinl line extension rulec which

rovide for electric free footage allowances for agricultural
ere, and which

are more liberal thon allowances for other
nonresidenti customers, would not be in the best interests of
Zdison's general ratepayers. Edison's witness testifed that existing
electric line extensiecn rules were promulgnted when the marginal
costs of electric utilities were declining. FExisting rulec encourage
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new load growth on the premise that the resulting economies of scale
would reduce rates for all ratepayers. Since there is no longer any
Justification for encouraging additional electrical use, there is no
longer any justification for special electrical free footage
allowances for agricultural applicants. Edison's witness stated
that, although no situdies are available which quantify the financial
izpact on the general ratepayer resulting from granting more
favorable treatment to agricultural customers, Edison believes that
by their promotional nature more favoradble allowances would
unnecessarily contridute to overall high charges for electrical
energy.

Zdison presented data in Exhibit 91 reflecting a 25%
sanpling of its 1981 agricultural line extensions and all of its 1982

agricultural line extensions through September annualized as
sumparized in Table 1.
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TAELE 1

SOUTHERN CALIFORNIA EDISON COMPANY
AGRICULTURAL LINE EXTENSIONS

: :Total Feet:Number of: Est. Cost :Average Feet:Est. Cost:
: : of :Customexrs:Pex Customer:0f Extension: Per Foot-
:Year : Category :Extensions: (Meters): $ :Per Customer:

1981 Overhead 59,969 76 4,443 789
Underground 10,979 - 23 © 2,886 477

—_—r

Total 70,948 99 ,082 717

0
1982 Overhead 166,116 262 .83 634
Underground  _ 1.084 4 48 271

— e

Total 167,200 266 3,832 629

Table 2 shows, for the 198l sample, the free footage
allowances under present rules for agricultural line extemsions.

TABLE 2

SOUTHERN CALIFORNIA EDISON COMPANY
AGRICULTURAL LINE EXTENSIONS

Numbexr :Total Feet : Total : Total :
of : of :Free Feet:Free Feet:Average Feet :
Type of Extensieon :Extensions:Extensions: Granted :Per Rule :Per Extension:

Overhead 62 59,969 58,297€@) 744 065 967
Underground 19 10,979 10,659®) 146,950 578

(a) Two overhead extemsions required footage in excess of allowance
under present rule. Total excess footage equals 1,672 feet.

(b) Three underground extensions required footage in excess of
allogance under present rule. Total excess footage equals
320 feet.
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Table 3 shows the range of electric line extensions for
agricultural customers.

. TABLE 3

SOUTHERN CALIFORNIA EDISON COMPANY
RANGE OF AGRICULTURAL LINE EXTENSION LENGTHS
(1981 and 1982)

:0-500:501-1000 1001 1500:1501-2000:2001~2500:2501-Up:
“Feet : ' Teet : : FTeet : Feer :

Number of Line
Extensions
Eng;neered
in 1981
(257 Random Sample) Ca)
Overhead 30 ~ sla

Underground ' o
Number of Line
Extensions
Engineered
@ 102,
(January-September) (b)
Overhead 105 25 17 5 5 5

Underground 3 0 0 0 0 0

(a) Len%ths of Extensions were 2,670 feet, 2,757 feet, 5,235 feet,
722 feet, and 7,657 feet, respectively.

¢-)) Len ths of Extensions were 2,744 feet, 3,207 feet, 3,389 feet,
622 feet and 17,221 feet, respect;vely.
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SoCal Gas Evidence : e

SoCal Gas stated <has since the first phase of this
proceeding, it has advocated that gas line extension allowances are
important to maintaining a beneficial ener@y balance. Solal Gas' . L///’
witness explained that 2ll farme and businesses need and are served
electricity. whether or not they are accorded a free footage
ellowance, dut not all agriculdural customers need to receive Zas
service. SoCal Gac believes that agricultural customers may forgo
828 service completely to avoid the additional cos+ts of gas main
extensions. Such customers may install elecric equipment for use
wkere ges equipment is more efficient to avoid paynment of gas main
extension ¢costs if no gas free footage nllowances are accorded the
agricultural customers. SoCal Gas believes that providing a
reagonasble gas free footage allowance will not encourage energy use
and mey, in fact, decrease energy use.

ThereZore, SoCal Gas proposes the cost/revenue formula
advanced by witness Sokolow in Exhibit 03. Acssertedly under that
formula any new agriculsural customer will he self-sustaining, as the
new customer nust show tha*t its expected revenues equal the required
revenues that cover the cost of gas plus the incremental costs
associated with investment (return, depreciation, aXes, and
naintenance of pipe) or the customer mus+ contridbute to its gas main
éxtension. According to the witness, the break-even ratio is 2.0

(rounded). If a customer meets %the 2.0 ratio, it is self-sustaining
and would n0%t have to pay advances for construction. If the customer
falls below the 2.0 ra%io. i% would Pay the difference hetween the
estimated investment and the allowadle investment.

Witness Sokolow analyzed a representative sample of
17 agricultural extensions made in the first nine months of 10R2.
The analysis showed +that, as a group. the allowable investment of

$759,000 exceeded the required investment of R%50,000. Two of the
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17 customers fell below the required investment and thus would have
been required to make advances for their gas main extensions under
SoCal Gas' proposed rule. The witness stated that there was no
pininum or maximum free footage allowance for gas main extensions
under SoCal Gas' proposed rule.

Steff Evidence

The staff, in Exhibit 94, states that there is no apparent
reason $0 support a separate extension rule or provisions for
agricultural customers. The staff witness recommended that, as some
agricultural customers reside on the agricultural premises, it is
appropriate to include agricultural customers in the same class as
residential customers. That recommendation was made in consideration
0f the staff's view that D.82-04-068 eliminated free footage
allowances for electric service for all customer classes other than
residential. As pointed out before, the Commission clarified its

rior orders by indicating the 1/3 phase-out applied to all
custonmers, not merely residential and priority one commercial
customers.

Another reason advanced by the staff for not establishing a
separate agricultural class is that there is no generally accepted
definition which distinguishes an individual with a2 few animals and a
garéen plot from another with commercial acreage and large numbers of
animals, so a specific definition of agricultural class would be
needed if special agricultural extension rules are adopted.

Definition of Agricultural Customer

Bdison, SoCal Gas, and the staff proposed different
definitions of agriculiural customer.

Edison's definition, applicable only to electric service,
is the definition now set forth in its tariffs applicadle in
connection with the several rate schedules for agricultural service.
That definition is restrictive in that it applies only to growing of
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food and field crops and animals, and to the processing of such
products on the premises where grown.

SoCal Gas proposes that we use the definition of "essential
agricultural uses" adopted by the United States Secretary of
Agriculture (10 CFR Part 580) under the Natural Gas Policy Act of
1078 (NGPA). That definition includes food processors and

manufacturers of equipment used or wsable in agricultural production
and is not limited to activities directly associated. with the growing
of crops or animals.

The staff proposes the following definition:

Agricultural activities, for line extension
purposes, is defined as "growing, harvesting, and
required on-site treatment of plant and/or animal
products, for sale." Tor purposes of determining
ginimun requirenments or qualifications for
obtaining a service extension to provide utility
service under an agricultural classification, or
rate schedule, 2an applicant must demonstrate:

A. Projected gross annual income, from the areas
t0 Ye served, in excess of £30,000 from the
agricultural activity.

B. A pinimum area to be used for agricultural
purposes of more than 10 acres.

Fach of the proponents of an agricultural definition argued
for ivs definition and opposed the definitions proposed by others.
Parm Bureau, in its c¢losing argument, asked that present tariff
definitions apply.

Discussion of Special
Agricultural Class

None of the parties presented evidence why agricultural
customers should be considered as a special class for electric line
extension purposes. The evidence concerning agricultural customers
addressed the effects of according special service to that class.
Parm Bureau's offer of proof indicated that it hoped to present
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evidence showing that a sgpecial line extension rule for agricultural
stomers woulé no% create an economic bhurden on other customers.
SoCal Gas proposed o line extencion rule for gas service which it
asgerted would not durden other customers., dhut Solal CGas also
indicated such a rule would he appropriate for all commercial gas
customers, and asserted that the benefifs of its proposed rule would
+0 gas main exteonsions for agricultural customers
why ngricultural cugtomers should de
considered as a special cls wad not addressed.
The gtaff proposal was made under the reasonadble
nterpretation that our order in N.R2-04=0AR oliminnted free footage
allowances for all customers other fthan residential and priority one
commercial customers. We recogunized that ND.R2-04-0A2 did not clearly
flect the Commiszion's infent. and we revised D.82-00-110 to more L’///
directly express our intent that all customers will be subjeet to the
1/3 phasc-cut program enunciated in D.82-04-068%. Az +this is our
intent, <The ; need to inelude agricultural customers in the
residential class t0 ensure that agricultural customera would
continue To receive some mensure of free footnge allowances no
proposed by the staff.
Parm 3Bureau pointed out in itc elosing arguments that
proposed by the Joint Utility Committee to implement the
£ D.B2-04-068 did not provide nny free footage allownnces
cultural customers, which appeared contrary to fthe dic*a in
i3 Farm Bureau's position that agricultural
operate under the acame conditions ns other customers and
agriculturnl customers chould be extended free footage
allowances vo the same extent agc other customers. on the dasi

s
Tree footage 2llowances for agriculturnl customers ¢reate no gr

burden on ratepayers as a whole than do any other customer group.
present agricultural customers are accorded eleetric free footage
allowances under the rules gen *ally applicable to commereial
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ustomers for commercinl usazge. and under rules appliecahle %o
residential customers for porzonal usnge. Undar 4he elarification of
our prior order agriculturnl customers will ho nocorded “hese mame
allowances, subdject $o *the 1/3 reduction npplicable o all |
customers. Thus, no differcnt trentment will he nccorded
agricultural customers. Agricultural customers will continue %o
receive frec footage allowances under the same econditions necorded
other prospective customers. This is the end result sought by all
participantes. This result iz alzo consictent with our dezire +
prevent the unnecessary proliferation of classes of customers ;r”’
subject to distinct treasment. In this particular situntion. no

pecial characteristics have Yeen shown which would Justify special

of a -~cu1tu al customers.

e difficulty in descriding or defining agrieultural

for the purpose of establishing n separate class For line
extension purposes ig apparent from the aisparate definitions
advanced b5 ) . No need for such a definition exists unless
o separate o ls egtnbliched for line extension
purpoces. recognized these factors in recommending that
line ext ion rules now in effect for npricultural customers he

ained and that definitiona in the rate $ariffs of ench utility
onTinuve to apply.

We conclude from the foregoing thnt it is not rensonahle or
necessary to estadlish no special agricultura) clacs for eleectrie and
gas line extension purposes. In taking thic nction, we reiterate our
vosition stated in D.82-04-062 and D.82-00-110 concaeraing,
agricultural, rural, and similar class distinctions. We have never
izposed on th util% “iles any absolute obligation +to provide
a2llowances Tor extensions under all ecircumstances. To do so could
impose unreasonadle burdens on existing utility customers. Rather,

cur line exvension g have always deen based on a halancing of
“he interests of ex: ng and new utility customers. D.82-00-110
traces this dalanci o Lukrawka. and to the Commission's 1015
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orcer establishing the first set of uniform extension rules, D.2689

r S
(in C.683, dated August 12, 1915, 7 CRC 84%0).

Lukrawka casts the new customers' side of the halance as a
question wnether a "reasonable necescity” existe for additional
utility expenditures in order to provide new customers with a
reagonable opportunisy to receive service. In D.82-09-110

ommission found that no such reasonable necescity has so far been
emonstrated which would justify <reatment-of agricul*tural custome
than through the Phasze 1 policiesc. The record prior to this
reheariang did not demonstrate that new agricultural customers would
Ye denied their reasonable opportunity to rececive serviece by na
limitation of free footage to 2/% of the costs of extensions withiﬁ
the adopted distance limits.

In D.82~04-068 and D.82-0°9-110, we determined %hat existing
ree footage policies impose unreasonable burdens on existing
tomers. However, we deteramined to phace out free footage
llowances to minimize any transitional bhurden on new customers

- e

L tE
-

urvher evidence andduced on rehearing concerning ngricultural
customers dic not show that 2 reasonable necessity coxists for
agriculvural frec footage policies other than the Phase 1 rulez. Our
prior findings and conciuscions continums to be just and reasonadle and
should be reaffirmed. The programs estahliched in D.R2=04-04R ag
amended vy D.82«00«110 and D.R2-12-0%% chould he made effective under
a timetadble similar to that acdopted in D.R2-04-06R.

OQutstanding Petitions for
Modification and Applications
Por Rehearing

In order to reinstate our prior ordersz, we mugt dispose of
pending applications for rehearing, petitions for modifications. and

.
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certain procedursl motions. The pleadings cescribed in footnote 2
velow, filed bvefore tho iscuance of D.82~09=110, were no+ fully

Cisposed of in that order. While some of the issues raised in those

Pleadings were discussed and disposed of in D.R2-09-110. the
Pleadings were not specifically g@ranted or denied. We conclude *hat

the pleadings listed in footnota 2 should be denied to the extent not "”/
granted in D.82-06-110.

Fleadi ng

Application for Rehearing of D.82-04-0R8 hy Parnm
Bureau.

Application for Rehearing of D.22-04-068 on bhehalf of
Lané Developers in the Northern Counties Area. ‘

Applieation for Rehearing of 1.82-04-048 L PGER.

Petition of =<he Californin Enerpy Commission for
Modification of 3.82-04-0R%,

Application for Rehearing of D.22-04-062 oy behalf of
Ragional Council of Rural Counties.

Pevition by SDGAE for Modification of D.R2-04-0R

Petition of Rdisen for Modifiecation of
D.82-04-068.

Petition of SoCal Gas Tor Clarification of
D.R2-04-0617,
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Additionally, appeals tor ALJ rulings and petitions for '///’
nodification have been made ag listed in footnote %. We have

carefully reviewed the pleadings listed in footnote % and conclude u/’/’
those petitions also should be denied.

Joint Utility Committee
Subnmission of Draft Line Extension
Ané Service Extension Rules

As required by Ordering Paragraph 1 of D.82-04-068,
respondents formed z Joint Utility Committee to draft rules in
conformance with the policies of the decision. The filing was nmade
on June 7, 1982. It was among the items suspended by D.82-07-040.
The status of the Committee and its product is uncertain.

The £ilings made by Joint Utility Committee should be
Tevised .in consideration of changes in D.R2-09~110, D.R2-12-0%0, and

Date Pleading

Septexber 3, 1982 Petition of Builders for Modification of
D.82~04-068.

Septender 7. 1982 Petition for Modification of D.A2-04-~068 Yy
Contractors. (This includes n request %o
parvicipate as a party in any rehearing of
D.82-04-068.) ,

Cetover 5, 1982 Appeal to the Commission of Ruling of the ALJ
Tiled by Contractors.

October &, 1982 °  Appeal to the Commission of Ruling of the ALJ
Denying Respondents' Request for an Extension
of Time filec by Contractors.

October 8, 10822 Reply to Petitions for Modification of
D.R2-04-06A8 and Petition of the Associated
General Contractors of California to Modify
D.82-09-110.

- 20 =
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this decision. The Joint Utility Committee should be directed to
file and serve on the parties its recommended rules within 60 days
after the effective date of this order, and responses to that
proposal should be filed with the Commission (directed to Staff
Counsel Philip Weismehl) 30 days thereafter.

SDG&E Advice Letter 567-E and Edison Advice Letter 593-E
filed in response to D.82-04-068 and suspended by D.82-07-040 should
be rejected and new advice letter £filings should be made after new
unifore rules are proposed by the Joint Utility Committee.
D.82-04-068 Compliance Filings

Under Ordering Paragraphs 3, 4, and 5 of D.82-04-068,
respondents and interested parties were required to submit filings
eoncerning certain cost information and treatment recommendations
concerning extension ¢osts. These £ilings were also suspended by
0.82-07-040, subsequent to their submission. The types of
information in those filings are no longer relevant eand they will bve
pernanently suspended.

Tindings of Fact

1. In D.82-04-068 we established new principles under which
new customers will be accorded free footage eclliowances for electric
and gas line extensions.

2. TUnder those principles all new utility customers will be
eligivle for only 2/3 of the allowance they would be entitled- to
under present rules.

3. An application for rehearing of D.82-04-068 was granted
linmited to the receipt of evidence and argument on the issue whether
there are factors which justify estadlishing special line extension
rules for a class of "agricultural™ customers, different from the
free footage allowances granted to other new customers.

4. Such rehearing was held at which respondents and all
interested parties had opportunity to be heard.
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5. The evidence adduced at the rehearing did not gpecifically
adéress the issue concerning factors which may justify n specinal
class of agricultural customer which may be accorded free foosage
allowances different than those for other clasges of ecuztomers. i

6. No reason has deen shown why there should he established a
special class of-agricultural customer for electric and gas line
extension purposes.

7. TUnder eleectric and mas line extefzion rulesz adopiea in
D.82-04-068 as clarificd by D.R2-12-0%0, nericultural customers will
continue to receive free footage allownnces based on the +type of
service received by the customer.

8. Recducing the free footage allowances accorded all future

customers requiring gas or electric serviee extensions by 1/% and by

1/3 for.gas service installations on private property +o the maximum
amount peraissidble under present rules will not cause undue
preference or prejucice between any customer classes, ineluding an
agricultural class.

©. This order should he effective %oday so that revise
zay be established as soon as possidbla.
Conclusions of Law

1. Our findings nnd conelusions expreossed in D.R2-04-068 ug
nodified by D.82-09-110 and D.82-12=0%0 zhould he affirmed.

2. To the extent not gronted dy nrior orders, outstanding

ations for rehearing, petitions for mocificationz. and appeals

as more gpecifically deseribea in footnotes 2 and %,

pondents ghould be ordered “o implement the free footage

allowance program for electric and gns linc extensions deseribed in

D.82-04-068, 25 amended dy D.S2-00-110, D.R2~12=0%Q, and +his order.
4. The rules drafted by the Join% Utility Committee in

onformance with the policies expressed in D.P2-04-068 should be
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withdrawn, and new rules should be drafted by the Committee in
conformance with D.82-04-068, D.82-09-110, D.82-12-0%9, and this
decision.

5. SDGAE Advice Letter 567-F and Edison Advice Letter 593-E
should be rejected, subject t0 the filing of new advice letters after
revised rules are drafted by the Joint Utility Committee.

6. Compliance filings by respondents made under Ordering
Paragraphs 3, 4, and S5 of D.82-04-068 should be permanently
suspended.

ORDER ON REHEARING

IT IS ORDERED that:

1. The stay of Decision (D.) 82-04-068 ordered by D.82-07-040
anc continued in D.82-09-110 is lifted.

2. The Joint Utility Committee formed by respondent gas and
electric utilities shall prepare a draft of line extension and
service extension rules %0 implement the principles and policies

expressed in D.82-04-068, as amended by D.82-09-110, D.82=12-0%9, and
this decision. The rules shall be uniform, to the extent possidle,
for all utilities. The draft rules shall be filed with the
Commission's Docket 0ffice as a compliance filing and shall de served
by those filing upon all appearances of record within €0 days after
the effective date of this decision.

Parties and the staff shall have 30 days thereafter to file
conments and suggestions in triplicate with the assigned Staff
Counsel Philip Scott Weismehl. Within %0 days thereafter the
utilities shall file, by advice letter, their individual tariffs for
subsequent approval by Commission resolution.

5. Pacific Gas and Electric Company (PG&E), San Diego Gas &
Electric Company (SDG&E), and Southern California Edison Company
(Edison) shall file, at the same time they file the tariffs required
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by Ordering Paragraph 2, in accordance with the procedure presecribed
by General Order 96-A, their regpective proposed Rule 1 - Definitions.

4. TUnless further postponed Wy this Commiscsion, the tariffs
ené definitions filed in compliance with Ordering Paragraphs 2 and %
of this decision shall become effective & months after the offechive L/”,
date of this decision.

5. Zdison and Southern California Cac Company shall include in
their 1984 advice letter atftrition Tiling =all reduced ecapital
expenditures resulting from this decizion.

6. DPGXE anc SDG&R shall file exhihits showing all reduced
capital expenditures resulting from this decision in the course of
proceedings on their curren®t general rate applications.

7. The remaining gas and electric utility respondents shall
make 2 £iling similar to those called for in Ordering Paragraph 6
above as ps of their next general rate cages.

8. Respondent utilitvics and staff shall cooperate to develop

d
uniform methods for accounting and re ting lin +ensi
if ) for ting o reporting line oxtension

expendisures, %o be applied on a prospective basis as promptly ns
practicable. Interestea parties shall be invitnd %o participate.
Q. ©SDCG&E Acvice Letser 5A7-=% ana Edicon Advice Letter 507-F
are rejected. ' |
10. The applications for rehearing. petitions for modification,
end appeals of rulings listed in fooftnotes 2 and % of the preceding
opinion are denied %o the extent no%t granted hy D.R2-00-110,
D.82-12~039, and +this order.
1. D.82-04-068, nz moaified by D.R2=00-110 nnd D.A2-12-0%a. is /
heredy affirmed.
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12. Pilings made to daite by respondents ond interested parties
by Ordering Paragran»ns 7%, 4, and 5 of D.82-04-06R and suspended by
D.82-07-040 are perzanently suspended.

M

i3 order is effective today.
Daved Degemher 15, 1982 , at San Proncisco, California.

JOHN E. BRYSCN
President

I dissent. In zy view a full VICTOR CALVC
renearing should have been PRISCILLA C. GREW

anted and a full record Commissioners

eveloped before tae Commission
took further action ia this
matter.

- /s/ RICHARD D. GRAVELLZ
Cormissioner

I dissent for the same reasons
as in the prior decision.

¢ /s/ LEONARD M. CRIMES
Commissioner
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OPINION ON REREARING

Procedural History

Interim Decision (D.) 82-04-068, dated April 8, 1982, made
significant changes in the rules under which gas and electric
utilities contridbute t¢o the extending of service to new customers
under their tariff line extension rules. TUnder the 014 format, an
applicant for new service receives a free allowance of gas main
extension footage and/or electric line extension footage varying with
the amount of energy consumed in the new structure.

D.82-04-068 provides:

1. 8ix months from the effective date of
D.82-04-068, new customers will be eligidle
for only 2/3 of the allowance they would have
been entitled to under the present rules, for
both gas and electricity (Phase 1). In order
t0 remain neutral on the promotional aspects
of the present rules, this allowance will be
determined without inguiry being made as %o
the appliances installded. TFor the purpose of
caleulating the free footage limit, it will
be assumed that the customer has installed
the maximum number of aprliances for which
the wtility affords allowgneces. In no event
will any customer receive un allowance for
more than 2/%7 of his or her\actuel
extension.

It is the Commission's intent\that three
years after Phase 1 has become\effective, new
customers will be eligidle for oqéy 1/3 of
the amount they would have been entitled to
under the present rules, determined\gn the
same basis as adove (Phase 2). .

During the third year of Phase 1, the
Commission will review the operation of the
new rules to determine whether the direction
proposed for Phase 2 is the most appropriate
way 1o proceed. This review will occur,
therefore, prior to implementation of

Phase 2. During this review, it will also be
determined how long Phase 2 should last and,
what the most—appromeizie next step should
be. . .
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D.82-04-068 stated that the Commission did not adopt a

special free footage allowance for o, r specific customer class hased
.di}ocat;on of.that class. Thefud-guente— Tved—in making-o
W J\-A_/ a..m/_.,q_,mw
Felr—or—evey-uryo

fove e e
cusxombas—ehould-be—g cethen T giher ¢
?Eﬁ&iig;ﬁfiéﬁr-tc~tﬁéﬁregrsruxu5¥?“tgybﬁr than—tﬁ””““ﬁgégg::méﬁﬁfav"”“ﬁ"4“A25'
Several applications for rehearing, or for modification or
clerification of D.82-04-068 were filed. D.82-07-040, issued and
effective July 7, 1982, suspended D.R2-04-068 and certain compliance
filings ordered by that decision until further notice of the
Commission.
By D.82-00-110 dated -September 22, 1982, we granted
reheering and modification of D.82-04-06R8. Mhat decision modified.
portions of the discussion, findings of fact, and conclusions of law
in D.82-04-06R. D.82-00-110 2lso directed respondents to file .
additional factusl material and directed\ he staff %o file comments
with respect o such material. '
Ordering Paragraph 3 of D.82-09-110 reads:

"3. Rehearing of D.82-04-068 is granted, limited
to receipt of evidence and argument\on the issue
of whether there are factors which jiwstify
establishing special line extension riles for a
class of 'agricultural' custonmers, different from
free footage allowances granted to othek new
customers. This issue necessarily shall\include

The

for the purpose of line extension policies.
wlly

Comeission staff is directed to participate
in all aspects.”

By Ordering Paragraph 1(d) of D.82-00-110, respondents were
ordered %o file:

"A proposed definition of an 'agricultural' class
of customers, which the Commission could
designate for the purpose of special treatment

proposed definitions of 'agricultural' cusﬁi:frs
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extension footage vurying with the amount of energy consumed. The
free footage allowances were designed to promote energy demand and
load growth so that economies of scale could be realized with
resulting lower unit rates to all ratepayers.

Under current economic conditions and energy production
costs, greater energy demand no longer produces lower rates. Those
factors caused the Commission to initiate Case (C.) 10260 to
reevaluate the existing line extension rules designed to promote
consumption.

In our first interin order 1n c. 10260 D 91328 issued 4
Febrypar 1080, (3 CPUC 2d 274), weq.i.nxon‘fd-ea—'w—cmcei—'t-h-e—basu—

w /Af:222¥£%$Zée allowances and substztute credits for conservation,
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including installation of gas appliances in lieu of electrical
appliances where gas was availadle.! We stated (at page 294):

"We conclude that a bdasic electric allowance
should not be adopted if we are to achieve our
objectives of encouraging the use of gas and
encouraging efficient use of electricity. Only
conservation allowances will be adopted for
electric lines. . . . [FJor residential premises
in areas where gas is not available, we will
adopt allowances which both create incentives for
conservation and take into consideration the
special c¢ircumstances that exist."

As an exception to the general rule stated above, we
provided for a 700-foot free footage allowance for agricultural
customers. OQur rationale, as stated at pages 294-295, was as follows:

"Agricultural customers occupy a rather unique
position in that the normal conservation measures
cannot be adapted to most agricultural
operations. In addition, the availability of
naturel gas service for agnicultural operations
is severely limited. Consequently, the viadble
alternatives normally availabhle to such customers
are electricity and fossil fueled engines and/or
devices. TUnder these c¢ircumstances, the
utilization of electricity for\agricultural
purposes is to be encouraged. onsequently, we

' Ir our discussion (at page 286), we stated: "We reconfirm at .
+his time the policy conclusion, enunciated in Decision™No. 89177 in ;)
the Liquified Natural Gas Terminal proceeding, that on both f:
economic and environmental grounds, natural gas is the preferred fuel

for residential energy needs. The adopted extension rules set forth

in the ensuing order are designed to strongly favor the use of

natural gas for cooking and space and water heating where it is

available and the use, of electricity for these purposes where natural Fyi
gas is unavailable anfalternate energy sources are less economical

and/or efficient than electricity. Under these circumstances, the

effect of the adopted rules on the relative number of all-electric¢

homes should be negligidle.”™

-6 -
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\\\\\will adopt electric allowances for agricultural
Doad equal to 700 feet which is roughly the
average length of agricultural line extensions.

D.91328 neve;\Pecame effec‘t:.ve.2

In in&erim D.82-04-068, issued April &, 1982, our approach
10 line extension allowances changed. We abandoned the conservation
eredits approach to line extension allowances which had been proposed
in D.91328.

The new rules provide that six months after the effective
date of D.£2-04-068 new customers will be eligivle for only 2/% of
the allowance they waﬁ&d have been entitled to under present rules.
The allowance will bde deternined without inguiry being made as to the
nuzber or kind of appliances installed. Instead, it will be assunmed
that the customer has installed the maxinum number of appliances for
which the utility affords Bllowances. After this celeulation, the
utility will pay 2/3 of the\free footage allowance calculated by this
method, but in no event more\than 2/3 qf the actual extension.

The general policy goal enunciated in D.82-04-068 for all
end use sectors (inecluding agrigulture) Ys the attainment of the
least ¢ost mix of conservation i vestmené and life cycle energy
costs. We did not adopt a speci:}\free foptage allowance for any
specific customer class based on the locatian of that class, thus
renoving the 700-foot free footage allowance\to new agricultural
customers proposed in D.91328.

2 p. 91328 provided that unless further hearings were scheduled in
response to comments, the rules preseribed in D.91328 would become
effective 45 days after February 13, 1980, the date of the order. 3By
notice dated Fedbruary 28, 1980, the Commission set additional
hearings in C.10260. By its own terms, therefore, D.91328 never
becane effective. '
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and that Farm Bureau could proceed with production of evidence on
noneconomic issues. Moreover, respondents indicated that data in the
form requested by Farm Bureau could only be produced at a very
considerable effort and cost, and that it would require several
nonths. Tarm Bureau did not offer to present any evidence and stated
it would rely on the showing of other parties and cross-examination
to develop its points.

We affirm the ALJ's ruling denying Farm Bureau's motion.
The Evidence

Different approaches to free footage allowances were taken
by Edison, SoCal Gas, and staff. Edison opposed the granting of
special allowances for agricultural customers. SoCal Gas proposed a
cost/revenue test for agricultural customers, which SoCal Gas would
extend to all commercial customers, if authonized. Staff proposed
that agricultural customers receive the same Iree footage allowances
as residential customers on the assumption that most new agricultural
extensions are to locations which include a re.Ji3§c - All of the
above recommendations were nade under %yﬁinterg:gtation that g
D.82-04-068 provided no free footage allowances for other than
residential and priority one commercizl customé%s. (As noted abdove,

this point was clarified by D.82-12-03¢ issued after submission of
tkis phase of €.10260.) ‘

Edison's Evidence \

Edison reiterated its position teken in é&rlier phases of
this proceeding that to establish special line extension rules which
provide for electric free footage allowances for agrié&ltural
customers, and which are more liberal than allowances for other
nonresidential customers, would not be in the best interests of
Edison's general ratepayers. Edison's witness testifed that existing
electric line extension rules were promulgated when the marginal
costs of electric utilities were declining. Existing rules encourage
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SoCal Gas Evidence

SoCal Gas stated thet since the first phase of this
proceeding, it has advocated that gas line extension allowances are
important to maintaining a beneficial energy balance. %9031 Gas’
witness explained that 2ll farms end businesses need and are serveé
electricity, whether or not they are accorded e free footage
allowance, dut not all agricultural customers need to receive gas
service. SoCal Gas believes that agricultural customers may forgo
gas service completely to avoid the additional costs of gas main
extensions. Such customers may install electric equipment for use
where gas equipment is more efficient to avoid payment of gas main
extension costs if no gas free footage allowances are accorded the
agrienltural customers. SoCal Gas believes that providing a
reasonable gas free footage allowance will not encourage energy use
and may, in fact, decrease energy use.

Therefore, SoCal Gas proposes the cost/revenue formula
advanced by witness Sokolow in Exhibi? 3. Assertedly under that
formula any new agricultural customeriwill be self-sustaining, as the
new customer must show that its expected revenues equal the requireé
revenues that cover the cost of gas plﬁ\ the incremental costs
assoclated with investment (return, depreciation, taxes, and
pmaintenance of pipe) or the customer nusth contribute to its gas main
extension. According to the witness, the\break-even ratioc is 2.0
(rounded). If a customer meets the 2.0 ra%io, it is self-sustaining
and would not have to pay advances for coastruction. If the customer
fells below the 2.0 ratio, it would pay the dffﬁSiiife between the

estimated investment and the allowable investment.

Witness Sokolow analyzed a representative sample of
17 agricultural extensions made in the first nine months of 1982.
The analysis showed that, as & group, the allowable investment of
$759,000 exceeded the required investment of $350,000. Two of the
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evidence showing that = special line extension rule for agricultural
customers would not create an economic¢c burden on other customers.
SoCal Gas proposed & line extension rule for gas service which it
asserted would not burden other customers, but Sofal Gas also
indicated such a rule would de appropriate for all commercial gas
customers, and asserted that the benefits of its proposed rule would
not be limited to gas main extensions for agricultural customers.
Thus, the treshhold issue of why agricultural customers should be
considered as a special class was not addressed.

The staff proposal was made under the reasonadle
interpretation that our order in D.82-04-068 eliminated free footage
allowances for all cus*tomers other than residential and priority one
commercial customers. We recognized that D.82-04-068 was unclear and
¢id not clearly reflect the Commission's intent, and we revised
D.82-09-110 to clearly express our intent that all customers will be
sudbject to the 1/3 phase-out program enun;iated in D.82-04-068. As
this is our intent, there is ne need to include agricultural
customers in the residential c¢lass to enst e that agricultural
custoners would continue %o receive some maasure of free footage
allowances as proposed by the staff. e\\

FParn Bureau pointed out in its cloging arguments that
tariff rules proposed dy the Joint Utility Coﬁgittee t0 implement the

provisions of D.82-04~068 did not provide any free footage allowances
for agricultural customers, which appeared coatrary to the dicta in

that decision. It is Farm Bureau's position that sgricultural
customers operate under the same conditions as other\customers and
that agricultural customers should be extended free foofage
allowances to the same extent as other customers, on the basis that
free footage allowances for agricultural customers create no greater
burden on ratepayers as a whole than d¢ any other customer group. At
rresent agricultural customers are accorded electric free footage
allowances under the rules generally applicadble to commercial
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customers for commercial usage, and under rules applicadble to
residential customers for personal usage. Under the clarification of
our prior order agricultural customers will be accorded these same
allowances, subject to the 1/3 reduction applicable to all

customers. Thus, no ¢ifferent treatment will be accorded
agricultural customers. Agricultural customers will continue to
receive free footage allowances under the same conditions accorded
other prospective customers. This is the end result sought by all
participants.°*fhis‘result is also consistent with our general policy
against the creatién of distinct classes of customers, subject o
distinet treatment. In this particular situation, no special
characteristics have been shown which would justify special treatment
of agricultural customers. ¥

The ¢ifficulty in describing or defining an agricultural
custozers for the purpose of esteblishmng\a separate class for line
extension purposes Iis apparent from the disparate definitions
advanced by the parties. No need for such\e definition exists unless
& separate agricultural class is established for line extension
purposes. Farz Bureauw recognized these factqgs in recommending that
line extension rules now in effect for agricultural customers be
retained and that definitions in the rate tariffs of each utility
continue to apply.

We conclude from the foregoing that it s not reasonable or
necessary to establish a special agricultural class for electric and
gas line extension purposes. In taking this action,\we reiterate our
position stated in D.82-04-068 and D.82-09-110 concerning
agricultural, rural, and similar class distinctions. We \?ve never
imposed on the utilities any absolute obligation to provides
extensions under all circumstances. To do so could impose :
unreasonable burdens on existing utility customers. Rather, our line
extension decisions have always been based on & balancing of the
interests of existing and new utility customers. D.82-09-110 traces
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certain procedural motions. The pleadings described in footnote 3
below, filed before the issuance of D.82-09-110, were not fully
disposed of in that order. While some of the issues raised in those
pleadings were discussed and disposed of in D.82-09-110, <the
pleadings were not specifically granted or denied. We conclude that

the pleadings listed in footnote 3 should be denied to the extent not
granted in D.82-09-110.

Date Pleading

7, 1982  Application for Rehearing\of D.82-04-068 by Farm
Bureau.

May 7, 1982 Application for Rehearing of\D.82-04~068 on behalf of
Land Developers in the Northexn Counties Area.

May 7, 1982  Application for Rehearing of D.82-04-068 of PG&E.

May 10, 1982 DPetition of the California Energy\Commission for
: Modification of D.82~04-068.

May 10, 1982 Application for Rehearing of D. 82-04—068 on behalf of
Regional Council of Rural Counties.

May 21, 1982 Petition dy SDGKE for Modification of D.82-04-068.

May 21, 1982 Petition of Edison for Modification of
D.82-04-068.

June 7, 1982 Petition of SoCal Gas for Clerification of
D.82~-04-068.

-19 -
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Additionally, appeals to ALJ rulings and petitions for
modification have been made as listed in footnote 4. We have

carefully reviewed the pleadings listed in footnote 4 and coneclude
those petitions also should be denied.

Joint Utility Committee
Submission of Draft Line Extension
And Service Extension Rules

As required by Ordering Paragraph 1 of D.82-04-068,
respondents formed a Joint Utility Committee to draft rules in
conformance with the policies of the decision. The filing was made
on June 7, 1982. It was among the items suspended by D.82-07-040.
The status of the Committee and its product is uncertain.

The filings made by Joint Utility Committee should be
revised in consideration of changes in D.82-09-110, D.82-12-039, and

Date Pleadin

September 3, 1982 Petition of Builders for Modification of
D.82-04=068.

September 7, 1982 Petition for Modification of D.82-04-068 by
Contractors. (This includes\a request to

participate as a party in any\rehearing of
D.82-04-068.)

October 5, 1982 Appeal to the Commission of Ruling\zf\the ALJ

filed by Contrzctors.

October 8, 1982 Appeal to the Commission of Ruling of™Mhe ALJ

Denying Respondents' Request for an Extension
of Time filed by Contractors.

October 8, 1982  Reply to Petitions for Modification of
D.82-04-068 and Petition of the Associated

General Contractors of California to Modify

- 20 -




C.10260 ALJ/vdl

by Ordering Paragraph 2, in accordance with the procedure prescrided
by General Order 96-A, their respective proposed Rule 1 - Definitions.

4. TUnless further postponed by this Commission, the tariffs
and definitions filed in compliance with Ordering Paragraphs 2 and 3
of this decision shall become effective & months after the effective
date.

S. ZEdison and Southern Californis Gas Company shall include in
their 1984 advice letter attrition filing all reduced capital
expenditures resulting from this decision.

6. PG&E and SDG&E shall file exhibits showing all reduced
capital expenditures resulting from this decision in the course of
proceedings on their current general rate applications.

7. The remaining gas and electric utility respondents shall
pake 2 filing similar to those called for in Ordering Paragraph 6
above as part of their next generai rate cases.

R. Respondent utilities and staff shall cooperate to develo)
uniforn methods for accounting and reporting line extension
expenditures, to be applied on a prospective basis as promptly s
practicable. Interested parties shall gé invited to participate.

9. SDG&E Advice Letter 567-FE and ﬁ&%son Advice Letter 593-E
are rejected.

10. The applications for rehearing, petitions‘for modification,
and appeals of rulings listed in footnotes 3 and 4 of the preceding
opinion are denied to the extent not granted Yy \.82—09-110,
D.82-12-039, and this order.
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QPINION ON REHEARING

Procedurel History _

Interin Decision (D.) 82-04-068, dated April 8, 1982, made
significant changes in the rules under which gas and electric
utilities contridbute to the extending of service to new customers
under their tariff line exdension rules. Under the old format, an
applicant for new service regeives a free allowance of gas main
extension footage and/or electric line extension footage varying with
the amount of energy consumed \in the new structure.

D.82-04-068 provides:

1. Six months from the effective date of
D0.82-04-068, new customers will be eligidle
for only 2/% of the\allowance they would have
been entitled to under the present rules, for
Yoth gas and electrioity (Phase 1). In order
t0 remain neutral on the promotional aspects
of the present rules, this allowance will be
determined without inguiry being made as to
+he appliances installed. ¥For the purpose of
calculating the free footage limit, it will
be assumed that the customer has installed

the maximum number of appliances for which
the utility affords allowances. In no event
will any customer receive an allowance for
more than 2/% of his or her actuel
extension.

It is the Commission's intent that three
years after Phase 1 has become effective, new
customers will be eligidle for only 1/3 of
the amount they would have been entitled to
under the present rules, determined on the
same basis as above (Phase 2).

During the third year of Phase 1, the
Commission will review the operation of the
new rales to determine whether the direction
proposed for Phase 2 is the most appropriate
way to proceed. This review will occur,
therefore, prior to implementation of

Phase 2. During this review, it will also be

determined how long Phase 2 should last and
what the next step should be. I
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D.82-04-068 stated that the Commission did not adopt a
special free footage allowance for any specific customer class based
on location of that class. A proliferation of special rate r -~ . .~
¢classifications is undesirable, and the-Commission was not persuaded-
that compelling grounds for a special classification for lime -+ -~
extension to agricultural customers exists.

Several epplications £oT renearing, or for modification or
clarification of D.82-04-068 were filed. D.82-07-040, issued and
effective July 7, 1982, suspended D.82-04-068 and certain compliance
£ilings ordered by that decision until further notice of the
Commission.

By D.82-00-110 dated September 22, 1982, we granted
reneering and modification of\D.82~04-068. That decision modified
portions of the discussion, findings of fact, and conclusions of law
in D.82=-04=06R. D.82~-00-110 alse directed respondents to file
adéitional factual material and directed the staff to f;le comments
with respect to such material. \\

Ordering Paragraph % of \52-00-110 reads:

"3. Rehearing of D.82-04-068 is granted, limited
10 receipt of evidence and argument on the issue
of whether there are factors\which justify
establlshlng special line extepsion rules for a
class of 'agricultural' customars, different from
free footage allowances granted\to other new
custonmers. This issue necessar:ly shall include
proposed definitions of 'agricultural' customers
for the purpose of line extension policies. The
Commission staff is directed to partlcmpate fully
in 2ll aspects.”

By Ordering Paragraph 1(d) of D.82-00-110, respondents were
ordered to file:

"A proposed definition of an Tagricultural' class
of customers, which the Commission could
designate for the purpose of special treatment
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extension footage varying with the amount of energy consumed. The
free footage allowances were designed to promote energy demand and
load growth so that economies of scale could be realized with
resulting lower unit rates to all ratepayers. |

Under current economic conditions and energy production
costs, greater energy demand no longer produces lower rates. Those
factors caused the Commission to initiate Case (C.) 10260 to
reevaluate the existing line extension rules designed to promote
consumption.

In our first interim order in C.10260, D.91328 issued
February 13, 1980 (3 CPUC 2&.274)., we wagm-co““ NMosmon- 2 Proposal
to cancel the basic free footage allowances and substltute credits
for comservation, Jfwt & *’—44~ Al Oopi iy iy 7 &‘L@’u\ ‘

20 T aiéfacwmévéa Ae¢wa3a i, X
el
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including installation of gas appliances in lieu of electrical
appliances where gas was available.! We stated (at page 294):

"We conclude that a basic electric allowance
should not bde adopted if we are to achieve our
objectives of encouraging the use of gas and
encouraging efficient use of electricity. Only
conservation allowances will be adopted for
electric lines. . . . [Flor residential premises
in areas where gas is not availadle, we will
adopt allowances which both creste incentives for
conservation and teke into consideration the
special circumstances that exist.”

\
As an exception to the general rule stated above, we
provided for a 700-foot free footage allowance for agricultural
customers. OQur rationale, as Qtated at pages 294-295, was ag follows:

"Agricultural customers occupy a rather unique
position in that the normal conservation measures
cannot be adapted %o most agricultural
operations. In addition, the availability of
natural gas service for‘ggricultural operations
is severely limited. Coksequently, the viable
alternatives normally available to such customers
are electricity and fossil fueled engines and/or
devices. TUnder these cirdumstances, the
utilization of electricity\for agricultural
purposes is to be encouraged. Consegquently, we

\

\
N
\

' Ir our discussion (at page 286), we stated: "We reconfirm at
this time the policy conclusion, enunciated in Decision No. 89177 in
the Liquified Natural Gas Texminal proceeding, that on bothl '
—..economic_and environmental grounds., natural _gas is the_ nreferred fuel.
for residential energy needs. The adopted extension rules set forth
in the ensuing order are designed to strongly favor the use of
natural gas for coocking ‘and space and water heating where it is
available and the use of electricity for these purposes where natural
g2s is unavailable andalternate energy sources are less economical
and/or efficient than/‘electricity. Under these circumstances, the
effect of the adopted rules on the relative number of all-electric
homes should be negligible.™

-6 =
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will adopt electric allowances for agricultural
load equal to 700 feet which-is roughly the
average length of agricultural line extensions.

D.91328 provided that unless further hearings were scheduled in
response to comments, the rules prescribed in D.91328 would become
effective 45 days after February 13, 1980, the date of the oxder. By
notice dated February 28, 1980, the Commission set additional
hearings in C.10260. By its own terms, therefore, D.91328 never
became effective.

In interim D.82-04-068, issued April 8, 1982, both the
conservation credits approach to\ line extension allowances and the
special agricultural tariff which had been proposed in D.91328
were not adopted. The new rules provide that six months after the
cffective date of D.82-04-068 new \ustomers will be eligible for
only 2/3 of the allowance they would have been entitled to under
present rules. The allowance will be determined without inquiry
being made as to the number or kind \of appliances installed. Instead,
it will be assumed that the customer'has installed the maximum number

of appliances for which the utility Skfords allowances. After this
calculation, the utility will pay 2/3\05 the free footage allowance

calculated by this method, but in no evgnt morxe than 2/3 of the

actual extension. \

The general policy goal enunci&ted in D.82-04-068 for all
end use sectors (including agriculture) is the attainment of the

least cost mix of conservation investments and life cycle energy
COsts.
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and that FTarm Bureaw could proceed with production of evidence on
noneconomic issues. Moreover, respondents indicated that data in the
form requested by Farm Bureau could only be produced at a very
considerable effort and cost, and that it would require several
months. Farm Bureau did not offer to present any evidence and stated
it would rely on the showing of other parties and cross-examination
to develop its points.

Ve affirm the ALJ's ruling denying Farm Bureau's motion.
The Evidence

Different approqepes t0 free footage allowances were taken
by Edisen, SoCal Gas, and staff. Edison opposed the granting of
special allowances for agricultural customers. SoCal Gas proposed a
cost/revenue test for agricultural customers, which SoCal Gas would
extend to all commercial custdumers, if authorized. Staff proposed
that agricultural customers receive the same free footage allowances
as residential customers on the\assumption that most new agricultural
extensions are to locations which include a residence. All of the
above recommendations were made under a mistaken interpretation that

D.82-04~068 provided no free footage allowances for other than
residential and priority one commexcial customers. (As noted above,

this point was clarified hy D.82-15LO39 issued after submission of
this phase of C.10260.)

Edison's Evidence

Edison reiterated its position taken in earlier phases of
this proceeding that <o estadblish specfhl line extension rules which
provide for electric free footage allowances for agricultural
customers, and which are more lideral than allowances for other
nonresidential customers, would not be in the best interests of
Edison's general ratepayers. Edison's witness testifed that existing
electric line extension rules were promulgated when the marginal
costs of electric utilities were declining. Existing rules encourage
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SoCel Gas Evidence

SoCal Gas stated that since the first phase of this
proceeding, it has advocated that gas line extension allowances are
important +o maintaining & beneficial energy balance. SoCal Gas’
witness explained that all farms and businesses need and are served
elec%ricity, whether or not they are accorded o free footage
allowance, dut not all agricultural customers need to receive gas
service. SoCal Gas belie\es that agricultural customers may forgo
gas service completely to ayoid the additional costs of gas main
extensions. Such customers may install electric egquipment for use
where gas eguipment is more eXficient to avoid payment of gas main
extension costs if no gas free\footage allowances are accorded the
agricultural customers. SoCal Gas believes that providing a
reasonable gas free footage allowance will not encourage energy use
ané may, in fact, decrease energy

Therefore, Sofal Gas proppses the cost/revenue formula
advanced by witness Sokolow in Exhib Assertedly under that
formula any new agricultural customer\will be self-sustaining, as the
new customer must show that its expected revenues equal the reguired
revenues that cover the cost of gas plug the incremental costs
associzted with investment (return, dep;bciation, taxes, and
maintenance of pipe) or the customer must\contridbute to its gas main
extension. According to the witness, the break-even rati¢ is 2.0
(rounded). If a customer meets the 2.0 rat}o, it is self~sustaining
ané would not have to pay advances for construction. If the customer
<alls below the 2.0 ratio, it would pay the difference between the
estimated investment and the allowable Investment.

Witness Sokolow analyzed a representative sample of
17 agricultural extensions made in the first nine months of 1982.
The analysis showed that, as a group, the allowable investment of
$759,000 exceeded the required investment of $350,000. Two of the
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evidence showing that a special line extension rule for agricultural
customers would not create an economic dburden on other customers.
SoCal Gas proposed a line extension rule for gas service which it
asgserted would not dburden other customers, dut SoCal Gas also
indicated such a rule would be appropriate for all commercial gas
customers, and asserted that the benefits of its proposed rule would
not be limited to gas main extensions for agricultural customers.
Thus, the treshhold igsue of why agricultural customers should de
considered as a specia) class was not addressed.

The staff proposal was made under the reasonable
irterpretation that our drder in D.82-04-068 eliminated free footage
allowances for all customers other than residential and priority one
commercial customers. We recognized that D.82-04-068 did not ¢learly
reflect the Commission's int&nt, and we revised D.82-09-110.to.
nore directly express our inﬁgnt‘thatrall customers will be

subject t0 the 1/3 phase-out jrogram enunciated in D.82-04-068. As
this is our intent, there is n§ need to include agricultural
customers in the residential ¢lsgss to ensure that agricultural
custoners would continue to recejve some measure of free footage
allowances as proposed by the staff.

Parm Bureau pointed out in its closing arguments that
tariff rules proposed by the Joint Utility Committee to implement the
provisions of D.82-04-068 did not provide any free footage allowances
for agricultural customers, which apzégred contrary 4o the dicta in
that decision. It is Farm Bureau's poéition that agricultural
customers operate under the same conditions as other customers and
that agricultural customers should be extended free footage
allowances to the same extent as other customers, on the basis that
free footage allowances for agricultural customers create no greater
burden on ratepayers as. a whole than do any other customer group. At
present agricultural customers are accorded electric free footage
allovances under the rules generally applicadle to commercisl
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customers for commercial usage, and under rules applicable to
residential customers for personal usage. TUnder the clarification of
our prior order agricultural customers will be accorded these same
allowances, subject to the 1/3 reduction applicadle to all
customers. Thus, no different treatment will be accorded
agricultural customers. Agricultural customers will continue to
receive free footage allowances under the same conditions accorded
other prospective customers. This is the end result sought by ell

P O asdh T RIS
na*tlczpants. This result is alsgﬂconsistent with our,general—poli-cy
aga&nem—ehe—cfﬂattégfzgngQE&nctrcﬁasses of customers, subject to
distinct treatment. In this particular situation, no special
characteristics have been shown which would justify special treatment
of agricultural customers. _ _

The difficulty in descriding or defining agricultural =
customers for the purposeof establishing a separate ¢lass for line
extension purposes is appargnt from the disparate definitions
advanced by the parties. No\need for such a definition exists unless
a separate sgricultural class\is established for line extension
purposes. TFarm Bureau recognized these factors in recommending that
line extension rules now in effect for agricultural customers be
retained and that definitiong in the rate tariffs of each utility
continue <o apply.

We conclude from the foreg?ing that it is not reasonable or
necessary to estadblish a special agricultural class for electric and
g8as line extension purposes. In taking this action, we reiterate our
position stated in D.82-04-068 and D.82-09-110 concerning
agricultural, rural, and similar class distinctions. We have never
imposed on the utilities any absolute obligation to provide allowances for «
extensions under all c¢ircumstances. To do so could impose
unreasonable durdens on existing utility customers. Rather, our line
extension decisions have always been based on a balancing of the
interests of existing and new utility customers. D.82-09-110 traces

i
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this balancing to Lukrawka, and to the Commission's 1915 order
establishing the first set of uniform extension rules, D.2689 (in
C.683, dated August 12, 1915, 7 CRC 830).

Lukrawka casts the new customers' side of the balance as a
question whether a "reasonable necessity”™ exists for additional
utility expenditures in order to provide new customers with a
reasonable opportunity to receive service. In D.82-09-110 the
Commission found that no such reasonadle necessity has so far been
demonstrated which would justify treatment of agricultural customers
other than through the Phage 1 policies. The record prior to this
rehearing did not demonstrate that new agricultural customers would
be denied their reasonable opportunity to receive service by a

initation of free footage to \2/3 of the costs of extensions within
the adopted distance limits.

In D.82~04-068 and D.82-09~110, we determined that existing

ree footage policies impose unréasonable burdens on existing
custoners. However, we determined\ to phase out fLree footage
allowances to minimize any transitional burden on new customers. The
further evidence adduced on reheariﬁg concerning agricultural
customers did not show that a reasonable necessity exists for
agricultural free footage policies other than the Phase 1 rules. Our

rior findings and conclusions continue to be just and reasonable and
should be reaffirmed. The programs established in D.82-04-06€ as
amended by D.82-09-110 and D.82-12-039 should be made effective under
2 timetable similar to that adopted in D.R2-04-068.

Outstanding Petitions for
Modification and Applications
For Rehearing

In order to reinstate our prior orders, we must dispose of
pending applications for rehearing, petitions for modifications, and
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certain procedural motions. The pleadings described in footnote 2
below, filed before the issuance of D.82-09-110, were not fully
disposed of in that order. While some of the issues raised in those
pleadings were discussed and disposed of in D.82-09-110, the
pleadings were not specifically granted or denied. We conclude thet

the pleadings listed in footnote 2= should bYe denied to the extent not
granted in D.82-00-110.

Date
7, 1082

7, 1982

7, 1982
10, 1982

10, 1982

21, 19082
Mey 21, 1982

June 7T, 1982

\ Pleading

Application for Rehearlng of D.82-04-068 by Farn

Bureau. \

Application for Rehearing of D.82~04-068 on behalf of
Land Developers in the Northern Counties Area.

Application for Rehearing of D.82-04-068 of PG&E.

Petition of the California Energy Commission for
Modification of D.82-04-068.

Application for Rehearing of D.82-04-068 on behalf of
Regional Council of Rural Counties.

Petition by SDGKE for Modification of D.82-04-068.

Petitfon of Edison for Modification of
D.82-04-068.

Petition of SoCal Gas for Clarif;cation of
D.82-04-068.

-19 -
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Additionally, appeals to ALJ rulings and petitions for
modification have been mede as listed in footnote 3. We have
carefully reviewed the pleadings listed in footnote 3 and conclude
those petitions also should be denied.

Joint Ttility Committee
Submission ¢of Draft Line Extension
And Service Extension Rules

As required by Ordering Paragraph 1 of D.82-04-068,
respondents formed a Joint Utility Committee to draft rules in
conformance with the policies of the decision. The £iling was made
on June 7, 1682, It was\among the items suspended by D.82-07-040.
The status of the Committee and its product is uncertain.

The filings made \by Joint Utility Committee should be
revised in consideration of \¢hanges in D.82-09-110, D.82-12~03¢, and

Date \Pleading

September 3, 1082 Petition of Builders for Modification of
D.82-04-068.

September 7, 1982 Petition for Modification of D.82-04-068 by
Contractors. (This includes a request 1o

participate as a party in any rehearing of
D 082-04"0680 )

Octoder Appeal to the Commission of Ruling of the ALJ
filed by Contractors.

October - Appeal to the Commission of Ruling of the ALJ
Denying Respondents' Request for an Extension
of Time filed by Contractors.

October Reply to Petitions for Modification of

i D.82=-04-068 and Petition of the Associated
Genergg Contractors of California to Modify
D.82-09-110.

- 20 -
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5. The evidence adduced at the rehearing did not specifically
address the issue concerning factors which may justify a special
class of agricultural customer which may be accorded free footage
allowances different than those for other classes of customers.

6. No reason has been shown why there should be established a
special class of agricultural customer for electric and gas line
extension purposes.

7. TUnder electric and gas line extension rules adopted in
D.82-04-068 as clarified by D.82-12~0%9, agricultural customers will
continue 40 receive free footage allowances based on the type of
service received by the\customer.

€. Reducing the free footage allowances accorded all future
customers regquiring gas og‘electric service extensions vy 1/2 and by
1/3 for gas service installdations on private property to the maximum
anount permissible under pregent rules will not cause undue

preference or prejudice between any customer classes, ineluding an
agricultural class.

. 9. This order should be effective today so that revised rules
:Tumﬁyge estadlished as soon as pgbsible.
Conclusions of Law

1« Our findings and conclusgens expressed in 'D.82-04-068 as
nodified by D.82-09-110 and D.82-1 -030 should be affirmed.

2. To the extent not granted by prior orders, outstanding
applications for rehearing, petitions for modifications, and appeals

£ rulings, as more specifically descrived in footnotes 2 and 3,
should be denied.

3. Respondents should be ordered to implement the free footage
allowance program for electric and gas line extensions descrided in
D.82-04-068, as amended by D.82-00-110, D.82-12-0%39, and this order.

4. The rules drafted by the Joint Utility Comnittee in
conformance with the policies expressed in D.82-04-068 should be
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by Ordering Paragraph 2, in accordance with the procedure preserided
by General Order 96-A, their respective proposed Rule 1 - Definitions.

4. TUnless further postponed by this Commission, the tariffs
and definitions filed in compliance with Ordering Paragraphs 2 and 3
of this decision shall become effective € months after the effective
date.of this decision.

- 5. ZEdison and Southern California Gas Company shall include in
their 1984 advice letter attrition £iling all reduced capital
expenditures resulting.from this decision.

6. PG&E and SDG&E\shall file exhibdits showing all reduced
capital expenditures resudring from this decision in the course of
proceedings on their current general rate applications.

7. The remaining gas and electric utility respondents shall
make & filing similar %o those called for in Crdering Paragraph 6
above as part of their next gemeral rate cases.

8. Respondent utilities énd staff shall cooperate to develoyp
uniforn methods for accounting and reporting line extension
expenditures, to be applied on a prospective basis as promptly as
practicable. Interested parties sgall be invited to participate.

9. SDG&E Advice Letter 567-Eland Edison Advice Letter S593-E
are rejected. \

10. The applications for reheaf&ng, petitions for modification,
and appeals of rulings listed in footﬁotes Z and 3. of the preceding
opinion are denied to the extent not granted by D.82-09-110,
D.82-12-039, and this order.

I D. §3-04-048, av molfuel La D.E3-05- 0
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-~
P 1<
. )41 Filings made to date by respondents and interested parties
by Ordering Paragraphs 3, 4, and 5 of D.82-04-068 and suspénded by
D.82-07-040 are permanently suspended.
This order is effective today.

Dated December 15, 1982 , at San Francisco, California.

1 dissent. In my view a full JOHN E. BRYSON
rehearing should have been . President
granted and a full record VICTOR CALVO
developed before the Commission PRISCILIA C. GREW
took further acticn in this Conmissioners

Datter.  /s/ RICKARD D. GRAVELL
Commissioner

I dissent for the same reasons
as in the prior decision.

/s/ LEONARD M. GRIMES
Commissioner




