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 SUPPLEMENTAL OPINION. .

On: December 2, 1975, in Decision No. 85189, we established
an end~use priority system for statewide allocation .of natural gas.:
The priority system has been modified by Decisim Nos.. 86357 87510
88664, and 90794. ST

" On Jemvary 5, 1979 the Commission solicited -coments frow "
all in:ercst:ed parties on the staff's prcrposal that the end-use
system be changed: as follows: e

1. Reassignment of certain ce.ntzal hcating phmts
sexving reaidcntial and comercial complexes to
Priority 1.

2. Reassigmment of electric utility gas tu:‘bines '
to Priority 3 from Priority 5.

3. Extensive reclassification of large comerc:’.a.l
and inmstitutional customers and industrial boiler
. fuel users with peak-day requirements between
750 and 1,500 Mcf to bring secate criteria closer
to the federal criteria.

After hearing, Items 1 and 2 were adopted by Decision No., 90776 dared
‘September 12, 1979. Three days of hearings in July 1980 comsidered:

1. Reclassification of large commercial and insti-
tutional customers and industrial boiler fuel
users with pesk-day requirements between 750 and
1,500 Mcf to bring state criteria closer to
ﬁnderal criteria applicable to interstate pipe-

es.

Creation of a mew priority for cogenerators pur-
suaat to Section 454.7 of the Public Utilities

Miscellaneous {tems affecting interested parties,
including Los Angeles Department of Water and
Power Scattergood Unit 3, elimination of Priority

2A (temporary) and out of sequencies seagsonal
curtallment.

Based on an Ixproved outlook for gas supply, the decision
(1) eliminates the P-2A (temporary) classification moving these

. customers permanemtly to P-2A, (2) approves with certain stipulaticus

-

“la-
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P

Introduction UL IS S
' By Decision No. 85189 dated Decembe. 2, 1975 as modified )
by Degision No. 86’57—/ dated September 1, 1976 this Comnission ‘L;“
established an end-use prioritv ‘system for’ the statewide allocationl
of natural gas. ' ‘ -
On January 5, 1979 ‘the Commission solicited comnents ‘romAf
respondents and all interested parties in Case No. 9642 on the m;
following staff-proposed chanqes to that end-use priority sygtem-"”

"l. The assignment of certain central heating
plants serving residential and commereial -
complexes to Priority 1 fron the presently
effective Priority 3.

The assignment of electric utility gas
turbines to Priority 3 from the presently
effective Priority 5.

Extensive reclassification of large
commercial and institutional customers

anc industrial boiler fuel users with .
peak-day requirements between 750 and

1,500 Mcf to bring the state criteria
closer to the federal criteria applicable
to interstate pipelirnes se*v;ng Cali‘ornia "

By Decision No. 90776 dated September. 12, 1979 we. redefined
residential use wherein P-3 ceatral heatinq plant. ﬂulti-unit
*eSidential/coﬂme*cial comnlexes with 2 peak-day demand. .greater- than

-

o o

After hearing Decision No. 86357 provided that when a boiler fuel
use customer has a peak-day demand of 750 thousand cubic feet
{Mc£f) or less, the customer falls in Priority (D) 3; ‘while boiler
fuel use customers with a peak-day demand of.more” than 750 Mc‘
fall into P-4. A complete chronology of.decisions issued:
affecting the priority system appears in Appendix A.

-
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Further hearings were held July lﬁ 15, and 16, 1980-to
consider additional- circumstances which affect the end-use. pr;ority
curtailment plan. Ttems addressed included: (1) proposed extensive
reclassification of large commercial and institutional customérs and
industrial doiler fuel users with peak-day requirements betwéen 750
and 1,500 Mecf %o bring the state criteria closer to the federal
curtailment criteria appl;cable to interstate plpelzne (2) the
Federal Ene-qy Requlatory Commission (FERC) Order No. 29, and (3)
Section 454.7 of the Public Utilities Code (AB-524). In addition to
the above, other parties made presentations on their own behal‘ j
reguesting elevation in pr;o*zty.

Staff Presentation '

The staZf testimony and exhibits were sponsored byﬁ.

. Raymond G. Parks, assistant utilities engineer. Parks testified
that to demonstrate the diverse impacts of Item 3 of the ComﬁiSSiop‘s
January 5, 1979 mailing, FERC Order No. 29 and Section 434.7 on the
end-use curtailment system, he developed three theoretical‘:evi;ions
of the curtailment plan. These revisions from Exhidbit 224,fwhith
illustrate the impact: of the;staff-proposed'chtﬁqes €0 the‘curthilment
plan, follow: ' ' R ' :
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. SUEPLEMENTAL OPINION. . .

Summary . T A RS PR
On. December 2, 1975, in Decisionr No: 85189, we established
an end-use priority system for statewide allocation .of natural gas.

The priority system has-been modified. by Decisions Nos.. 86357 87510
88664, and 9079. - - - mazonl

On. Jamuary 5, 1979 the Comissian solicited ‘comments: from

all interested parties on the staff's proposal that the- end-use et
system be changed as follows:

l. Reassignment of certain central. heat:l.ng -plzmts
serving residcm:ial and commercial complexes to
Priority 1. -

2. R.caas:‘.ment of electric utility gas mb&nes
to Priority 3 from Priority 5. .

3. Extensive reclassification of large cmercial
and institutional customers and industrial boiler
fuel users with peak-day requirements between
750 and 1,500 Mcf to bring seate criteria closer
to the fede::al criteria.

After hearing, Items 1 and 2 were adopted by Decision No. 90776 dated
-September 12, 1979. Three days of hearings in July 1980 comsidered:

1. Reclassification of large commercial and insti-
tutional customers and industrial boller fuel
users with peak-day requirements between 750 and
1,500 Mcf to bring state criteria closer to
{gnderal criteria applicable to interstate pipe-

es.

Creation of a new priority for cogeneratoxrs
suant to Sectiom 454.7 of the Public Utili:ies

Miscellaneous items affecting Interested parties,
including Los Angeles Department of Water and
Power Scattergood Unit 3, eliminmation of Priority
ZA (temporary) and out of sequencies seasonal
curtallmen

Based on an improved outlook for gas supply, the decisiocn
(1) eliminates the P-2A (temporary) classificaticn moving these
. customers permanently to P-2A, (2) approves with certain stipulations

~la-
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the elevation of the LADWP Scattergood 3-unit to P-3 from P-5,
(3) eliminates the requirement that Commission approval be obtained
prioxr’ to 2 utility serving a new .industrial customer having a peak-
day demand in excess of 300 Mcf; and (4) eliminates ‘out of 'sequence
curtailment of seasonal use customers for purposes of curtaﬂmt
equalization within a given priority. It also creates a pew
Priority 3A for cogemeration in campl:!.ance wit:h Sectian 454 7 of
the Public Utilities Code. SRR
The decision also reviews the status of: the. . permanent™ .
El Paso curtailment plan submitted for FERC approval It -explains
that while no weight can be given E1 Paso's plan until FERC approval,
future gas deliveries to California will be :Lndependen: of any.
differences in El Paso's and Californ.‘!.a's curt:ailme:nt: pla.ns
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Introduetion - - T e -7

' " By Decision No. 85189 dated December 2, 1975 as modzfied
by Decision No.- 86357—/ dated September 1, 1976 this Commisszon '
established an end-use pr;oritv ‘svstem” fbr the statewide allocat;on
of natural gas. ' i B

O January 5, 1979 the Commission sol;cited comments ‘romlw

respondents and all interested parties in Case No. 9642 on the
following staff-proposed changes to that end-use priority system-

"l. The assmgnment of certain central heat;ng
plants serving residential anéd commercial

complexes to Priority 1l £from the presently - -.
effective Priority 3.

The assignment of electric utility gas
turbines o Priority 3 £rom the presently
effective Priority 5. -

Exteasive reclass;f;cat;on of large _
commercial ané institutional custeomers

and industrial boiler fuel users with
peak-day requirements between 750 and

1,500 Mef to bring the state criteria’

closer to the federal criteria applicable

to interstate pipelines serving Cali‘ernia."..

By Decision No. 90776 dated September 12, 1979 we redefinedm
residential use wherein P-3 central heetzpq‘plan. multd-unit.
residential/commercial complexes with a peak-day, demand. greater than

After hearing Decision No. 86357 provided that when a2 boiler fuel
use customer has a peak-day demand of 750 thousand cubic feet _
(Mc£) or less, the customer falls in Priority (P) 3: while boiler
fuel use customers with a peak~day demand of more’ than 750 Mc-
£all into P=4. A complete chromology of decisions issued’
affecting the priority system appears in Appendix A.

-2 )
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100 Mef were transferred to P-l and electric utility gas turbines
were reassigned £rom P-5 to P=3, putting into effect Items-l and 2.--
On October 8, 1979 Central Plants, Inc.. (CPI) and Century
City, Ine. (CCI) (petitiomers) sought interim relief to-transfer
CPI and others similarly situated f£rom their currently assigned P-4
to P-3, pending further hearings. Because ¢f the lack ¢of evideace
on any impending curtailment of P-4.customers for.the-l979-80 winter
and because hearin gs on Item 3 of the staff proposal had been - -
scheduled, weAconcluded that any decision on the request was -premature.
By Decision No. 90998 dated November 6, 1979 we denied -petitioners’
request and by Decision No. 90996 dated hoveﬂber 6, 1979 in

Application No. 57326 we alse ‘denied CPI's equest for restoration
- (
to P-3.

Hearings held Decembe~ 1l, 1979 at Los Anqeles and January

17, 1980 at San Francisco before Adwin;stra ive Law Judge Banks were
restricted to the *ecexp. of evidence and testimony relative to the
reclassification of customers making energy efi;;1encyg;nvestments
(solar, cogeneration, ané P-4 coﬁmerciai'and“ihstitufiénal customers
with central heating plants); Parties were encou:aged to present
testimony to support any changes they might recommend 1n this regard
for the Commission's consideration. The staff, through its w*tness,
made no specific recomme dations at this time, but’ stated +that z-

a priority upgrading were. proposed me*ely to *eward customers fo:"
the installation of energy~efficient equipment, such a proposal would
be inconsistent with the end-use curtailment concept ané therefore
inappropriate. e e e -

2/ CPI was downgraded to P-4 by Southern’ Calzfornia Gas* Company~3
(SoCal) as a result of. Decis;on No: 86357 .

o~ [ - R
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Murther hear;ngs were held July 14 5, and 16, 1980 1)
consider additional- ‘eircumstances which affect the end-use przority
curtailment plan. TItems addressed included. (1) proposed extensive
reclassification of large commercial ané institutional customers and
industrial boiler fuel users with peak-day requirements betwaen 750

and 1,500 Mcf to bring the state criteria closer to the federal
curtailment criteria applicable to interstate pipelines, (2) the
Federal Energy Regulatory Commission (FERC) Order No. 29, amé (3)
Section 454.7 of the Public Utilities Code. (AB-524) In addition to
the above, other parties made presentations on- their own behal‘ '
requesting elevation in. priority.

Staff Presentation. '

The staff testimony and exhibits were sponsored by -
Raymond G. Parks, assistant utilities engineer. Parks testzfied

that to demonstrate the diverse impacts of Item 2 of the COmmisszon s
January 5, 1979 mailing, FERC Order No. 29 and Seectiozn 454 7 on the
end-use curtailment system, he developed three theoret;cal revxs;°ns
©< the curtailment plan. These revisions from Exh;bit 224 whzch
illustrate the ;mpact of the staff—proposed chanqes to the curtailment
plan, follcw- ' ‘
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.‘.4 -

Company - (E1 Paso) curtallment plan, although the numerical przorzty
designat:ons are’ dz‘ferent. xn Rev;szon A the “hzqh prxorlty usete“

-

are in P-l12 and "essentlal agr;cultural ueers" are in P-IB._ P-ZA .
contains iz dustrzal feeds ock and process uses, and P=2B’ rema:nshthe

B e

same. P 2C zs new and coutaans .ormer P-3 and P-4 commerczal
custoners over 100 Mcf on a peak dav. P-3A is new ‘and ooutazns

-

iy

-

P

cogene—ation.' P-3B conta;ns ‘all use Bot in another przority., P-4,
contains industrial use only, and P-5 remains the same.;‘, )
In Rev;szon B 2 speczal p-2c is created for former P-3 and

__,.,M_, ,“---.‘.- a....-» -

P-4 comnerczar customers, aud a specxal P- 3A ms created

~ o oo

JRRTI U, S

cogeneratzon.' P-32 contains alI use . not in another priority.r_w

Revzsao c *s the same as tﬁe exzstznq ourtaalment plau
:except that a special P-BA zs created ‘or coqoneratzon pursuant to

r I

the mew Section 454.7 of the Publzc Utzl;ties Code, and £he old P;Ef

becomes P-3B. It should be noted howeve-, that not all cogéﬁgzat;on
must be in’ P-BA.“ T£ 2 Customer is in a higher priority thau P=3A

beco*e he'makes a cogeneratxou convers;on' then he will_remain 1n'?
that- hiqﬁe* ior;ty. Thus;“no customer would be-downgraded_in -

e e

priority by vi :tue of any cogoneration zustallat;ou he m;ght‘make.‘w

G L

in Reviszon A. for- exampIe, i€ a cogene:ator 15 also a hiqh prio:ity

user ‘or-an’essential ag:zouitutal use., eto., then bx v;r e of this
special vser status zt would be classified 1n a pr;ority hiqhe— than
3A. This would also apply to an exis.iuq customer in P-l or P-2.
If a large aoartment comuléx~1n—? 1 has a cogereration unit

installed to produce electr;c;ty and hot water, then the ¢as used

in such a cogeneration unit-would remain in P-1 and not be reduced
to P-3A. " " T
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Staff Analyses

If Revision A were In effect as the Commission’s curtail-
ment plan in 1978, the staff exhibit shows that statewide gas require-
ments of 401 million cubic feet per day Q0%f/d) would shift from
lower priorities to P-1A and P-1B8. Of this 401 MMcf/d, 78. percent.
would either have fuel oil or liquid petroleum gas (I.PG‘ standdby.
facilities installed and ready for operation at the time of trmfer.
The 1979 data shows that 81 percent of the requiremts shifted to .
P-1 wnder Revision A would be capable of bming fuel oil or I.PG at.
time of transfer.

Revision B is less drastic than Revision A, and. the staff
exkibit shows only an elevation of 75 MMc£/d in 1978 v:u:h alcemate
fuel capability from P-3 to P-4 to the new P-2C. Us:l.ng 1979 da.ta., .
the transfer amounts to 70 MMcf/d.

In Revision C the only changes from the pzeae.nt curr.a.:!.lnenc .
plan are the classification of cogeneration in ?-3A. and the . classi-
fication of the old P-3 as a mew P-3B,

It should be noted that in each revis:!.on the total zas
requirements are not changed. Only customers with altemte fuel
capabllities are moved to h:Lgher priorit:!.es and P-4 1s made mller.
This only exposes P-3 customers to curtailment aooner, vhile ‘those
who can use an alternmate fuel are elevated to a higher pr:!,c:ity
and provided with a greater degree of protect:taﬁ. from curtailment.

The following table shows the percent :ednct:!.on in the P-a
requ:t.reme:nts for each revisiom in 1978 and 1979:

" Percent of Reduction v.
Revision ' i3/ L8379
A ) : ' RS 821 PP o '73'.‘-", - el
B R ¥ A A T

21 16

P
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With respect to the reclassification of large commercial
nd institutional customers and industrial boiler fuel users with’
peak-day reguirements between 750 and 1,500 Mcf to aligm state
criteria with federal criteria, the staff does not propose: any
change. It .recommended that the brezk between P-3B boiler fuel and
P-4 boiler fuel remain at 750 Mc£/d on a peak day.” Staff alleges
that there appears to be no. advantage in reducing the size of P-4’
as a curtailment block but that it is preferable to keep P-4 as’ large’
as possible to protect P=-3B and P-3A from curtailment. i
_ The state curtailment plan established by the Commission
in Decisions Nos. 85189 and 86357 is modeled after the FERC' ‘
procedures applicable to El Paso. Originally,-the-prédéééssof of -
TIRC, the Federal Power Commission (FPC), im Order No. 467-B, created
an end-use plan which was a statement of policy establishing
interstate pipeline curtailment categories and their relative
priority. However, the- two plans (state ané ‘eaeral) now di‘fe.
substantially after FERC issued its permanent curtailment rule (Oxréer
No. 29) to implement Section. 401(a) of the Natural Gas Policy Act.
The staff witness, Parks, reviewed several provis;ons_
of the FZIRC Zl Paso tariffs, 1amely, the *o-calle& "hzqh przority
users", the essential agricultural users, comnerczal tsers,,and the
peak-¢ay volumes separating P-3 ané P-4 '
However, as staff witness Pa-ks noted, the Conmisaion im
Decisions Nos. 85139 and 86357 ectablished an end-use Pz iority system
and concluded that a true end-use plaﬁ reguires that the use of gas
and neot the end product should determine the: apbropriate customex
priority. It found that a.distinction based on customer j:g;
classification, i.e., industrial. and- comnercial rather: than how the

gas is used at the burner tip is a soczal judgment and not based on
the end-use concept. " S S ,“:;_w:l;:
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Finally, in its Decision No. 85139 dated December 2, 1975,
the Commission upon ordering the establishment of its end use:- priority
system for the statewide allocation of natural -gas expressed in
Finding 6 the cornerstone of the systenm; namely, “The c¢ritical -
considere:ion which must be controlling in any effort to reasonably
Cistribute the effects of a sustained shortage in a manmer which is -
the least adverse to the public interest. is the relative capability
of different classes of customers to util;ze fuels other than natu*al
gas." ‘ L o - e S

The staff, therefore, rejected- Revisions A“and’B*éoncerning
the new revisions of FERC Oréer No..29 and Item 3 of tha' cOmmissien s

-

January 5»_ 1979 mailing. T o o S L
Cogeneration- o ey

tats. 19/9 Chapter 922-added:Section 454.7 to the Publzc
Utilities Code, to read: - - ~ _ e T

“The Commission shall, to the extent permitted
bv federal law and consistent with Section .
2771, provide cogeneration technology projects
with the highest possible pr;ority for the B
purchase of natural gas."

Sectsi 22/1 provides:

"*He commission shall establish priorities
among the tvpes or categories of customers
of every electrical corporat;oa and every gas
corporation, and ameong the uses of elect:zczty
or gas by such customers. The commissiern
shall determine which of such customers and
Lses provide the most important public
benefits and serve the ¢greatest public need
ané shall categorize 2ll other customers and
uses in order of descending priority based .
upon these standards. The ¢commission shall
establish no such priority after the effective
date of this chapter which would cause.any
reduction in the transmission of gas to
California pursuant to any federal rule,
érder, or regulation."”
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The staff states that it believes tha* P-BA for i .
cogeneration technology is a balance of Sectzons 454. 7 and 2771 of
the Public Utilities Code. It states that cogeneration wmll involve
boilers and gas turbines wh;ch can use an alternate ‘uel. Thia
places cogen weration tecHnoloqy in the hlqhent poss;ble alternate
Zuel capability classification. “t‘f“

Othexr Minor Reggmmgndgtgg.g'“'” ' .

The staff recommenced that the "old" P-3 be dzvided into

P=3A ané P-33 ard that P-2 (tewporary) be abelzshed.' P-nA wenld

contain cogeneration projects and P-3B weuld cover the remainder eh_;
olé P-3.

Decision No. 90794 dete*ninea that the deadline ef e
Oetobe~ 1, 1979 for the transfe* e‘ all P-ZA (temperary) g3s. 1“.
customers to 2 lower o*zorzty did not apply to (a) cemmercial and.
institutional eustomer, and (b) qualified eesentlal aqricultural -use.
ustomers. There are 125 ‘such custoners zn northern Calzfornia
:equiring 8.7 Mct /d and 30 ;n southe n Calif orn;a requzrlng la.% 
Mc£/é. These former “ftrm" customers were never requzred £0 have
standby fuel facilities, and in the l;ght of present day qasﬁforecaets,
the staff preposed that thev Se exenpt ‘ron installing'vtandby fuel
facilities. L . e e

- The stafl also recommer ded that Pl ensteners who exceed
100 Mc£/ and P-23 (temporary) cuetoners be. trnns‘erred to. Pw2B, .
“Customers with CPDC-approved devzatzons fron the requirements of .. .
standby fuel ‘ac;lzt;es." Tt stated that since present day gas. supnly
forecasts have improved, this recommendation would eliminate the
administrative burden on all concerned of processing on 2 case-by-case
basis any such former "£irm" customers seeking Hardsth —e1£€5'£§&§”"
the stanéby fuel facility requz rements of P-3B.

Tinally, the staff recommended that seasonal use customers
be exempt {rom out-of-seguence cu:tai}ment in order to equalize annual
curtailment levels among all the cuetemers in a given priority <¢lass.

-10-
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It was stated that seasonal use customers requ;re gas whern demand
from a d;strlbution utility is at its lowest, i.e., the sunme- 7
and_‘all months. The requ*rements %o equalzze curtazlmeﬁt ‘orces
the seasonal use custone*s to burn oil unnecessarily and restr;cts
the utili y s ‘lexzbzlxty in <he use and storage of gas.
outhern California Gas Compan SoCal o _ . o
rank X. Morris, Commercial/Industrial Market Services.
fanages, testified on behalf of SoCal. He stated it supporte the
zafs econmeﬁdat on for the creatzon of a P-3A coqene*ation . 5
priority. In 1ts support SQCal states that thzs class; zcat;on should
be available only %o “qual fzed“ cogene*atzon facilities as de‘;ned
in FERC Orderxr No. 70. Y SoCal states that the sta ££. de‘znztxon is
t00 broad and its use would pernzt de minimis or token uses o‘
cogeneration as well as wore mean;ng‘ul appl;catzons.. it argues that
by comparison under the operat;ng and ef 1c;ency standa*ds of :de—
No. 70, only beorna ‘lde cogexn ration uses would qual;‘y ‘or P 3n
classz‘icatzon assurzng more substant;a’ results in the e 1c;ent use
of sral gas, oil, or othe- pr;ma:y ewergy resources. -
‘ with respect to utzlity coqeneration fac*l;tles. 1t 1s_
rgued that electr ic ut;l;ty customers would teﬁd to maxzm*ze o
electrical output rather than fuel ef iciency and that thev would have
adeguate incentive by ass;g.ment of Hez; ‘s;*lztzes to P- 38.
SoCal also aq ces with the sta“ that present P-l a“d P=2 .
customers with cogenerat;on ‘ac;l;t;es shoulc cont-nue to enjoy thezr

higher classz‘;catzon so lonq as they contznue to qualz-y for lt .
independenstly.
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SoCal opposes the staff proposal to eliminate P-2A-
(temporary) and transfer nonresidential, alternate fuel’feasible, -
and above 100 Mc£/d on a peak-day to P-2B. It argues”that since the -
inception of the end-use priority system, a number of ‘P-l customers ="
whose consumption- increased to’a level where they no-longer qualify ~
for that priority have been transferred to P-3 and-required £o install
alternate fuel facilities. Further, there are existing P-I1 - customers-
who are capable of using an alternate fuel (formerly interruptible
customers) and it does not make sense to create a specLaI cr;terlon o
for P-2A (temporary).and certain P-l-ecustomers. -7

-s0Cal states that the word "process” in the stasff - - -
definition of P-2A-should be replaced with the term “monresidenmtial" *”
to insure that all commercial and many industrial users with no’
alternate fuel capability qualify for P-2 classificationm. -~

With respect to the interested parties, most notably the -
schools and hospitals seeking reassignment of their priority
classification, SoCal states that the common theme that one must
promote the social utility of the particular endeavor must 'be -
rejected. SoCal states that such is contrary to the end-use’ system
which has been so carefully thought out and that” the basic rule that
those with similar access ©0 alternate fuels be treated similarly in -
service classification has not been shown to operate unfairly.
Turther, SoCal states that any changes in the current ‘end-use priority'
system must be justified on the basis of general benefits to all of -
SoCal's customers and not merely because of the supposed relative"w'"
merits ¢of a particular: end product. o

cifie nd_Electric Companv (PG&E g S R

PG&E supports the staff recommendation to abolish™ P-2A "
(temporary) but states that these customers should be transferred -
to either P-3 or P-4 as appropriate rather than P-2B as recommended
by the staff. PG&E supports adoption of a cogeneration priority and

-12-
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feels that no distinction should-be made for. cogemeration facilities
owned by utilities. wWithout taking-a position-on whether. of“not‘the’
Los Angeles Department of Water.and Power's (LADWP) request. to serve
Scattergood Generating Station Unit 3 (SGS-3) zn.P—B.zs.valid:ipG&E-
states it.should be given such treatment only under certain-conditions.
Finally, PG&E.agreed with .staff's recommendation that-all seasonal " °
use customers should be exempted from out-of-sequence curtailments -

With respect to the elimination of DP-2a (temporary) uses® ™
by transferring such uses to P-2B, PG&E states that .this-could lead -
to dissatisfaction among former. P-24 (temporary) customers who -
installed alternate fuel capability-and were subsegquently . transferred
Lo P-3 or P-4. PG&E argues that these -customers receive a‘double”
penalty: (1) incurred capital costs for additional planned facilities
and (2} a lower priority while experiencing hicher fuel Bills upon
being transferred to the lower priority. PG&S states “that while
present gas supply forecasts are favorable, forecasts are subject to-
change. Further, once reassigned to P-2B such .customers could install
adeitional equipment or replace existing facilities with egquipment
that does not have alternate fuel capability.  PG&E argues 'that -
assignment of P=2A (temporary) customers €0 P-3 or P-4 would-avoid
this potential problem. ‘ ' . :

On- LADWP's request, PG&E takes the position .that should ™
the Commission ¢rant the request, the same conditions proposeld by
Saz Diego Gas & Flectric Company (SDG&E) should be imposed. ..
SDGST . e

SDG4E expressed concern over the staff proposal to abolish'
P-2A (temporary) and the transfer of these customers to. P-2B and. .
the request of LADWP to elevate SGS-3.to P-3.on 2 permanent basis.
SDG4E stated that the transfer of P-22 (temporary) customers to- P~2B

e . e A A
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should be limited to their -existing -equipment only:. " ‘Should existing
equipment be replaced or capacxty enlarged, it should carry a2 P-3
or P-4 classification. e . o S T ST UE o

- With respect £to SGS-3, SDGLE states it 'is troubled at a
move of the magnitude requested at the expense of other customers.

SDGSE states that the LADWP request should only be granted under the:
following conditions:

1. 8GS-3 should be placed in a new P=3C "= -
category placing it just above P-4 .
customers. -

LADWP'should'seék'federal relief through
to a federal p-3.

$GS-3 should burn P-5 Gas whcn lt zs ':A
availadble. )

Rates for P-3C gas should be at the same '
level as for P-3B customers.

Any reassignment.of $GS-2-be temporary.
subject to annual Commission review to
determine whether it should continue to
enjoy such a high classification.

SDG&E supported the staff proposal for creation.of.a P-3A. .

classification for cogeneration. It took exception to.the: SoCal
proposal for adoption of the FERC def inition of owne"ship ‘o*
qualified cogeneration facilities. It is argued that the Fch

ownership criteria were adopted Zor purposes of the Natural Gas Polmcy '

Act (NGPA), which exempt cogeneration from the Federal Power Act
and the Public Utilities Holding Cowpa v Act.
uthern

Edison opposes the LADWP request +o elevate SGS;3:‘r6n |
P=3 to P-2 and recommends that the Commission should urge LADWP to
seek federal relief from FERC. Edison argues that (l) any eIevatzon

e

. T e T
R L " I
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of $GS-3 to P-3 without 2 prior FERC authorization and without
Pay back of gas to other P-5 electric gemeration gas users would
emasculate the concept of parity among electric utility gas users
and (2) elevation of SGS-3 without a similar prior curtailment priority
change by FERC in EL Paso's curtailment plan could result in a loss
of gas to California in violation ¢of Section 2771.
LADWP

Testifying for LADWP was its qovernnental a‘fairs
coordinator James E. Helt and fuel supply administrator John 0. Russell.
LADWP requests that it SGS-2 be permanently classified-as P-3. It
argues that (1) SGS-3 has no alternate fuel capab;lxty. {(2) <he
Commission recognized S$GS=3' s prcoblems by grantinq 2 P-3 classification
in Resolution No. G-2311: (3) it makes no sense to have.a $120 million
facility idle for lack of fvel while other industrial facilities .
with alternate fuel capability are burning ¢as:; (4) overall fuel
consumption would be reduced because SGS-3 is LADWP's most efficient
uzmits (5) it would help. firm up the State's electric. power supply:

ané (6) there would he no- effect on parzty w;th other- electric
utilities until 1983. SRR : ARSI St

California Farm Bureau
Federation (Far ureay

Farm Bureau £avors. adoption of Revision A of Exhibit 224 ,
wherein all agricultural use is placed in P-18. It argues.that this . .
revisior most ¢losely approxzﬁates the FERC curtailment plan and -
would thus assure proper allocation of. interstate ¢gas to California.
It also argues that California’'s current curtalilment plan is baeed on -
end-use rather than end product and this coupled w;th Commzss;on
pricinq poli cies creates inequitable.economic conditions which could
not occur if the state plan is patterned after the FERC plan.i~rznally,
it argues chat since agriculture is of the utmost public benefit,
it should be accorded the highest priority. .
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Leland stanford University (Stanford) S e e T
Stanford's energy program manaqer’Ligda’Weibbérq testified

that notwithstanding the alternate fuel capability of schools and
hospitals, they should enjoy a high priority clasS&‘idation”iﬁ‘kéépiné

with the priority classification provided by NGPA. - Stanford's positxon
is that such a classification is mandatory because Section’ 277%
provides that no priority shall be established that would cause’ any
reduction in the transmission of gas to California pursuant to any
rule, oréer, or regulati¢a. It also argues that (l) Section 739

residential and“li‘e-suppcrt purpeses; (2) contznuznq low-prior;ty
for large schools is unjust because it results in” unequal treatment:
(3) the volume of gas shifted because of such an elevation is small
and would not have a significant effect on  the priozity scheme: and"
(4) the staff failed to consider as an alternative to ‘uel’eﬁ;tailhéht‘
that users in 2 lower priority be curtailed oﬂly-so percent before'
users in the next higher priority are curtailed. =~ 7 1
Stanford also objected to the receipt of any evidence on-
the elevation of SGS-3 to a higher priority. It states that the’
rearing was noticed as limited to determine inconsistency in tﬁé‘state'
and ‘ederdl curtailment plans, and since’ SGS~3 is- treatcd the same in
_both fede*al angd, state’ systems it is mnapproprlatc to hear~the *equest
| Ammonma Proéucers R R ' o Ty
o The: Va;ley Nmtroven Producers Inc. and Union: CHem;cals
_Division of Union Oil Company of Califormia_ (Ammonia Producers) -
__fgﬁqu in their brlef that after reviewing the staff-proposed revi-
_sioms contained in Exhibit 224 and comsidering their: posxtxcn'wmth
rgspect to the NGPA and California'’s’ curtazlment plan, thewaere
'satisfied with the;r PhZA classmfmcatzon.

0w mmi-@ 4
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Canners League of Californi 9 ve)- -

Mr. E. D. Yates, v;ce-pres;dent of League; testified in
support of the staff recommendation that--seasonal- use customers not
be subjected to out-of-sequence curtailment. Yates objected that
staff's recommendation (Revision C of-Exhibit 224) did not: zdeﬁtify-
essential agricultural uses ané place-agriculture in its appropriate
priority along federal criteria lines. Yates also stated that League -
believed the staff failed to adequately evaluate. the:natural ¢gas:z: .- -

supply and demand. picture in California in making its recommendations.-
General Mot C oration (GM).

- PR ~

G states.that.none of the proposals for priority upgrading -
©f certain customers or.classes.of customers. justifies a departure’ ~-_
™ the end-use concept. It argues that the,r&tionale:ofmchangegforf
o....pmity to federal curtailment criteria is weak since the~common - .

-C'-n

dezominator of all such proposals is the introduction: of end product,
i.e., social utility comsiderations which dilute the effectiveness

of the end-use concept. GM states that the imposition of-end.-product
considerations upon an. end-useucurtailﬁent-system.renders~that systenm
less effective. in accomplishing its.central purpose,: namely, .- =
minimizing the.total cost.of natural. gas shortages to society by- first-
curtailizg tpose customers_who do have.alternate fuel capability. | -
To the extent customers bavinq alternate fuel capabilitv~are~~~b;;
elevated in priority because their “product“ is deemeéd to have, -

greater social value, more of any curtailment burden willﬂbe-imposedm~‘
tvpon customers: lacking alternate fuel capability with:-a cor*espondingly
greater conversion cost.to society . as a whole. . "1 .zl o oonl Ll

GM states that NGPn.does -not mandate state: conform;ty Lemm

- To

with ‘ederal priorities. Gw“poznts.out that Title.-IV.0f NGPA:: - . ~ol:

PROTIR SR

expressly appl;es to interstate.pipelines and that- theﬁleqlslative ~
history of NGPA reveals that the.House and-Senate Conferees: forrthe—*—~

NGPA specifically rejected a proposal to extend federal control to .
the burner tip.
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GM also stated that the contention- of many of the partieoj“?
that California will lose gas if it does not- conform €0 the federel
ecriteria is sheer speculation.' It states that settlement negotiat;ons
in El.Paso's curtailment cases (FERC Docket Vo RP 72-6, et al DA _
are currently underway and that based on the’ C°1Mittee s dzscuss;ons"
to date it appears-that El Paso's deliveries, as between Cal:‘ornia
distributors and east of California distr;buto*s, wall be based on'
fixed, historic end-use profiles for their respectzve systems and '

b

thus will not affect the ‘manneyr 1n whzch the Calzforn;a dzstributocs

Rl

sell natural gas.- " S ~ 2 j,na

Loma Linda University (Loma Linda)

*John HI Kriley, physical plant adm;n;strator for Loma Linaa,
testified that Loma Linda is presently classified as P-4 because zts 3
peak-day demand is over 750 Mcf and requested ‘that Lona Linda be
upgraded to P-3. Kriley stated that Loma Lmnda has" ! new energy
conservation program which includes the znstallatzon of a new cent*al
boiler facility to provide hot and ch;lled water throuqhout the';j”
campus buildings. He stated that this’ new systen is des;qnea to o
replace three inefficient boilers mow being utzl;zed and that the f'”
centralized heating and cooling will prov;de naxzmum enerqy e Lciency
while reducing energy costs. In add;tzon, 1n conjunctzon w;th the‘
installatiorn of the centzal boiler fac;l;ty, Lona LGda is plannzng'_
o install two steam turbine gene-atinq units between the boile*s T

-

ané the steam abso*be-s %o generate a portzon of lta electrzcity o
needs. ‘ T o

PR TN

On cross-examination Kriley would not £§§éé‘ehaé R
industrial P-4 customers who convert individual units to 2 cen%;eit;
facility or initially comstruct a central facility should be afforded
the P-3 classification, stating that he saw a distinct difference
between an educational institution and 2 manufacturer.




€.9528L, 9542 ALJ/im

Califormia Asphalt pPavement- - <o oo ran Tl T
Associats A ciation - . S e -

” C o e by e

Robert R. Munro testzf;ed on behal‘ of tbe Assocmat;on.‘;‘ﬁ_
*He Association!' s membe s are producers of asphalt;c .conerete-which -
is used ‘for the construct;on and maintenance of streets. and-highways..
Members are presently classif;ed as P-3 because. tbezr peak~day . -.:
demand is less than 750 Mef and are opposed o elevating any. P=4 - -
customers because of the installatioﬁ of -a central_plant or -a o
coger leration fac;lmty. Munro statea that elevat;ng .P=4 customers %0
P-3 only increases the lmkelzhood that present P-2 customers-will
face more frequent and larger curtailment. Further, he stated-that-
because most central plants have the capab;liey eo burn a low=grade
alternate ‘uel their costs are not as ¢great as the small P-3 customers

who must burn the more expenszve No. 2 diesel -as an alternate Sfuel. -
1 Containers Cor CC

) Richard Ca oll, manaqer of energv util;zat;on.for GCC,, s
testified that as a manu‘aeture* of glass. containers Lor. all types
of comnodztmes and the employer of approximately L, 100 people with..an -
annual payroll of some 515 mzllion, GCC. is opposed to . .the elevation -
of any P-4 customers to P-3. He. stated that such action would only: - -
dilute the P-3 gas presently ava_lable to P-3. customers and reduce
guantities available for operat;ons where. alternate fuel use -has ' .
detrimental effects. He also stated that. through various- conservation:
methods GCC has reduced its energy consumption by approximately 15
pexcent singce 1972 in two of its plants and a third plant's furnace.

is scheduled to undergo major rebuilding in 1980.%to increase-
efficiency.
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Tniversit £f Caldif ] Universit

The University appeared and filed a brief requesting (l) the
elevation £rom P-2A (tempo-ary) to P-1 for four" dormitory fhc;lities R
at its Los Angeles campusy (2) an overall high pr;or;ty designat;on"&;f
for sezvice to schools aﬁd hospitals; and (3) an overaIl hzgh pr;o*ity
for service to cogeneration facilities. ] -
Testifying on behalf of the University was Har*y K.

winters, senior engineer for energy matters at systemwide admznistratzon.
Wwinters stated that the University's campuses are presently asszgned
to a P-3 and P-4 priority service and served under the ‘same rate o
schedules as industrial customers with the same priority classification.
He stated that the University supported the provzsions of tﬁe‘VGRA, )
wherein schools and hospitals ‘are classified as high przormty users—' i

and exempt £from incremental or alternative fuel-related orzcing. Fe o
stated that the Un;vers;ty proposes that schools and hospitals‘”
currently with P=3 and P-4 priorities, but exempt from inc*emental

ricing under VGPA, should be reassigned to P-1. Such a’ reassiqumedt
would thereby exempt the schools and hosp;tals from incremental
pricing since the only rate schedules based on alternative ‘uel
capability are P-3 and P-4. At the July 15 hearing, winters- testified
that while reguesting an elevation in priority, he purposoly omitted o
the request for P-l1 because it may not be accommodated. He stated
the University could support either Revzeions A or’ B of stags
.-x"iiblt 224. - . - . o e T ",,

n cross-examination Winters stated that the5p&eseﬁt*‘"
priority scheme, as well as the utilities' rate schedules: fail to
make 2 distinction between institutional anéd’ imdustrial/commercial”
usage which he feels should be made. He admitted-that no'campus-had
been curtailed but stated that at-one time the Irvine o&mphstﬁedxh:‘;f“‘

e e
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supply of only 24 hours of alternate fuel. Winters-stated that all -
schools and hospitals should be afforded a p-l pr;ority fut adnitted
that he had o idea of the effect of his recommendation-on-the
quantity ¢of gas or the number of schools or hospitals that would be
affected. Tinally, Winters stated that part of the motivation for
requesting P-l1 service, in addition to an assured supply of gas, was-
the differential in rates between P-1 ané P=4.

- With respect to the fourdorm*to:yfacilltzes, the University -
rgues that P-l1 is the proper ¢lassification since P-l.is for -

residential use and the dormitories are strictly residence halls.
coT
Sl

CPI's position is that it is unfair and illogical to
¢classify its central facility at Century City in P-4 since -less
energy-efficient boilers could have been installed at each-of the. : .

buildings se*ved by it anéd vyet each.would qualify for the higher
P=3 priorzty.t‘, ) : . SR
' Testifying for CPI at the December lO 1979 hearingfl -
Lee H. Freeman stated that CPI's natu:alfqas-burninqﬁcentral,plant is -
significantly more energy-efficient than separate boilers installed.- - -
t each respective building. TFreeman translated the estimated.. .
peak~day demahd o< energy received by the various buildings.-in the
complex served into Mefs.. This tabulation shows tkat each. building:
in the complex has a peak-day demand of less than 750 Mef.  Thus, .
each building would receive P-3 service if it were served through- its . -
own gas-fired boiler. . : R
In explainzng how the CPI ‘aezlzty is more enerqy-e‘f;c;ent <

than ind;y;due;;y fired heating and cooling.units,. Freeman stated .
that_efficiencywis,b;eugheJabeut in two ways:. first, by installing -
different types of equipment than would be generally possible. in. -
individual gas-fired plants and, second, by the operating flexibility.
made possible by having a multiplicity of machinery at the central .
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location. He estimated that CPI has saved over-40. million therms

0f gas in the past 13 years by the installation-of its central

boiler facility. - : R
CPI stated in its brief that:.it. supported ehe creation-of.

2 cogeneration priority and argued that the same logic:for B

rewarding cogenerators should apply to customers like.CPI-who:have =

demonstrated significant-energy. savings.by virtue of:the establishment

of central plant facilities.. - . oL SN

PO P -

CPI argues that it is essential that the state:and federal .
¢urtailment plans be in line with-each other since interstate gas:
with a high priority should be received by the-intended ultimate high
priority user and not -diverted to lower priority-customers.: It:-
further argues that assigning a lower . priority to California-
customers would violate Section 2771 of the Public Utilities-Code. -
GM objects to elevating CPI and other P-4 customers to
P-3, stating that it is-premature, that no compelling circumstances. -~
for any elevation have been shown, and ‘that it is incomsistent with -
fgbﬁﬁa'end;ﬁﬁéfbﬁ?kéilﬁgnt'ériﬁbiples; - -
Canne team Compan n cann o
Canners, a custone"-owned and operated central steam facilzty
serving tuna and related £ish product processors. at.Terminal Island
in southern California, did not participate in the - hearing:but-£filed -
2 letter supporting the-elevation ¢£ central steam-plants to-P=3..: -
Canners states that the present P-4 classification is
punitive to Carnners irn that its central boiler replaced some 22+ -.-
inefficient boilers using less than 750 Mecf/é and that if such. action™
had not been taken, all 22 inefficient boilers would be classified-.
as P-3. Canners believes there should -be an incentive for the:
consolidation of less efficient P-2 and P-3:bo;ler;fuel;customers into
more efficient central energy facilities.- - =~ o emeecilon oaminovl

B
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Manufacture cliati evay -

CMA's position is that the Public Utilities Code, which -
required the establishment of a priority system, precludes the.
elevation of customers-because of effliciency. CMA argues that the
fundamental basis for the present priority system is the ease and
expense of providing alternate fuel in the event of interruption of -
service and that the request for elevation ignores this:basic principle.
Further, CMA argues that while there may be some. sound-public policy
basis for allocating natural gas on efficiency of use and such would
adé to the incentive for conservation, it should not be done piecemeal.
Finally, CMA states that legislation 435 regquired if efficiency is to--
be a criterion for reviewing the present priority. system rather: than
the criteria used in Dec¢ision No.~ 85189. R LT T
Othexr Parties: - T . C ' .

Alan R." Ross representing the EHospital. Council ' of Southera
California stated that under current curtailment priorities hospitals
are in an extremely vulnerable-position. His positiontis 'that '~
hospitals need the flexibility afforded.them by a.higher natural gas”'
priority. He feels that the security of a readily: available.supply
of fuel oil is frecquently in jeopardy. - o SR

Ronald 2. Harris made—-a presentation on behalf ofrthe ~
California Community Colleges. The Board of Governors adopted a ™~
resolution dated April 24, 1980 that all community college~districts
shoulé develop and maintain a program 0L energy and resource
conservation for each of their respective collegilate geographic areas.
Harris urged that the community colleges be upgraded .in priority
stating that such was in the public interest because of the services
provided. He also argued that the California plan must:recognize the
high prioritv afforded. schools under-the federal curtailment’plan to--
insure delivery of gas during. curtailment of interstate gas.”.-' o
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Robert L. Schmider of Thatcher .Glass Manufacturing Co.
testified that he too was fearful that the upgrading of P-4 central.
boiler customers‘te'P-3 weﬁld dilute the present availability of P=3 -
gas ané, in addition to more frequent xnterruption of service, would
require the use of an alternate fuel wh;ch would aceelerate furnace
deterioration. - : ';y~, - jﬁif
Discussion , , o LT ‘ i

From the above summar;es, it is clear that.:ev-sien of the
end-use priority systen is favored by those partzes ‘seeking an
elevation in priority. The utilities are neutral. The reasons
advanced include efficiency of operatmon, thereby censerving 2 natural
resource, the punitive ‘effect of certain volumetrzc crmterza, and the
need £o assure gas to California by al;gn;aq the staee pr;or;tv '
¢classifications more clesely to those of NGPA. '

Those oppesed believe it is’ premature to alter ehe_scheﬂe
prior to completion of hear;nq from all affected customerétivrhey
rgue that any revision at this time would be a pzecemeal or N
band-aid approach with the potent1a1 for settzng 2 trend that would

be an administrative nlghtnare, : ) S

e,

The end-use priority scheme now in ef‘ect was adopted in

Decenber 1975 after 21 days of hearing in San Francxsco, Los Anqeles,
and Saz Dzeqo. It is a comprehenszve, wornable, and deteiled plan_
which answers most of the troublesome quest*ons ‘ac;nq this f )
Commission relative to the State s gas’ supply.f Aq poznted out in ;ﬁ_
that- decision,- “the-basis for- aay" eﬁd-uge pr;or;tv plan is how the .
gas is to be used at the burmer’ tip with an underlyinq cons;@eratien
of the ecomomic and technological ‘eas;bxlzty of eonvergienﬂéo an
alternate fuel. =
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-

In Decision No. 85189 we distinguzshed betweeh‘gas for
industrial boiler fuel use and comnercial boiler use, but ;n Deczszon
No. 86357 we eliminated that distinction stating that-

"A_true end-use plan ;eguggeg that the use
of the gas and not the end product should
determine the appropriate customer priority.
As pointed out and concurred in by most
participants, a distinction based or customer
classification, id.e., industrial and.
cormercial, rather than how the gas is used
at the bu*ner tip is a social judgment and
not based on the end-use concept.”

As stated by many participants, the conmon denominator of.
all the proposals for upq*ading is the zntroduct on of .end product and
social utility conszde*at;ons wh;ch dzlute the ef‘ect;veness of a
curtailment system based on. end use.

~ The wholesale elevat:.on of present P-4 custo-ners to a .
higher pr-ority makes ne sense.

There is no. evidence o‘ any. pendinq curta;lﬂent of P- ,
customers and ccnsequent associated hardsth to justify any change
in priority. In fact, present supply forecasts indicate.little, if -
any, curtailment through mid-1980. FurthérJ these P-4 customers have
the ability to burn an alternate fuel.

P “

Ancthe- “a*ter related to ¢as supply ‘orecasts is the '
restriction blaced on ut ilities to prohibit service to. certain DEW.- CUS =
tomers anc to prohzb;t lncreased service to certain ex;st;ng custamers..
Since es tablishment of its end-use priorit ty system for, curtamknent of.
natural gas im late 1975, £his Commission has ac@ngwlgdqu.;mp:ovementa
in gas supply forecasts by relaxinq.these,restr;;;iops.%{.

P N T

4/ Decision No. 89337 lifted the moratorium on gas service to

customers over 50 Mcf/d and required Commission approval only for
new industrial boiler loads over 300 Mef/d4d.
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We feel it is time again to evaluate our position on gas
service restrictions in two areas; namely, the mns;stence on alternate
fuel capabilities for P-2A (temporary) customers, and the elaminatzon )

£ the requirement for Commission aporoval before servzng new ;ndustrial
boiler loads over 300- Mef on a peak day. T

P=2A (temporary) customers are those customers wbo, under
the fzrm/znter*uptzble system were £irm, nonreszdentaal customers ‘
not subject to curtailment and who, thercfore 'did not” mauataiﬁ-aite:natc
fuel facilities. They were classified as P-23 (temporary) because,
although it was technically feasible for: them to burn an alternate B
fuel, they did not have the alternate fuel system installed.' In the
past when such customers installed alternate fuel systems, they were

ransferred to'a lower priority and became subject to cuftailment.

Today those customers remaining in P-2A (temporary) are ‘a small group
of commercial and institutional customers and essential agricultural

use customers who were exempt from the October 1, 1979 deadizne for
transfer to a lower pr iorzty by Decision Vo 90794 dated September 12
1979. '

- The staff witness proposed that P-2A (temporary)
classification be abolished, and those remaining customers be _
transferred to P-22, "Customers with CPUC-approved deviatioms £rom
standby fuel requirement". With respect to the argument that
abolition of priority classification P-23 (tempora*y) and the-' _
moving ‘0f these customers +o P-22 would be unfair to those who have
expended funds to install alternmate fuels and are now in a lower
priority, as testified by witness Parks, since the adoption of the i
end-use priority scheme, the supply picture has changed dtamaticaily
from what it was in 1972-1974. To reguire these customers today to

make unnecessary iavestments in standby fuel facilities based on
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cond;ﬁions brevhillng,in 1972-1974;is unjustified and unwarranted. .-

Iz thg light of fesent,day_ga;lsupply forecasts, we. agree: with the™
staff“sfposition that those remaining P-2A (temporary)-customers
should not be required to install alternate fuel facilities. We -

Propose to abolish P~2A (temporary) as 2.priority classification and
transfer those remaining customers to P-2A rather than to:P-2B. The -

s-a“-proposed transfe: to P-2B. is cosmetic, involves:small volumes
of gas, ané doecs not affect the system in any notable way. P=-2A-

a=é P-2B, for all intents and purposes, are equally protected. . It:-
should be noted that these transfers are unique and apply only to

ose customers invol ved in the abolition of P-2A (temporary).- -

A co*olla v to this transfer of P-2A (temporary) to P-23

is the P~-1 customer who exceeds 100 .Mef on a peak day-for three .
consecutive months. ‘Such a P-1 customer shall also-be transferred -
to P-2A: orovided that the only ¢as-burning equipment involved-is: :

the same equipment by which the customer was classified.as P-l in the-.
£irst place. Any former P-1 or P-2A (temporary) customer who is

ransferzed to P-2A as 2 result of this order may, at the customer's
option, elect to install standby fuel facilities and be transferred
£o the appropr;ate lower priority.

- o~

Agazn,vbased on the improved, current gas: supply forecasts,

feel that che l;m;.at;ons on new industrial boiler service imposed o

Decison No. 89337 dated September 6, 1978 are no lomger required.

chall permit utzlit*es to. serve all new customers. without- .
restriction:; However, the semiannual report on the zumber of . new: - .
connections where the peak-cday requirement of the customer exceeds.
50 Mef shall be_cont;pued in effect. é/ S e

5/ Decision No. 89337, Ordering Paragraph 3.
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‘With respect to the allegation that central bozIers are
more efficient but small individual beoilers are entztled to a hzqher '
level of service, the fact remains that the volume of gas consumed

that would be transferred to a higher priority is extremely—largo"ﬂ
and, as argued by many, dilutes the gas availablé'to'the'hiéﬁor )
wriorities inereasing the likelihood that present P=3 custOﬂe.g wili g
face more freguent and larger curtailment. W BRSNS T T

Wwith respect to the various allegations thatfoohoois and
hospitals should be elevated to P-1 pursuant to the NGPA, we" only
pozat out that with the exception of the incremental- pricinq provisions,

he NGPA does not require state regulatory agencies to adopt’ the’ *ules
or orders issued by the Federal Department of Enerqv.' Title IV of
NGPA expressly applied to interstate p;pel;nes only. "As we stated
in Paragraph -4 of Resolution No. G-2334 dated November 30, 1979,
wherein the utilities filed requests to implememt a procedure to f£ile j
revised tariff sheets relating to incremental pricimgs -

“4. The Commission, through a rulemaking
procedure, will seek comments on a
rulemaking procedure from interested
parties on the proposed tariffs +to
implement incremental pricing before - - -
issuing a final order."

It is worth noting that the Unmverszty wmtness sta.co on cross- '
examination that 2 priﬁa-v reason ‘o* seekidg 2 chanqe in pr;ority

was for the University to *ecemve more favorable *ate t:eatment. Nhile
that is an L*de—stanoable goal Case Yo. 9642 was znstituted to ]
iﬂvestmgate the natural gas ,upply and *equirements of the State s,

gas utilities and is not the proper ‘orun for this issue. Roke aoszgn
is an issue for a general rate proceedinq. If that is the concern of
the University, it should bhe pursued in a rate proceeding involving

the utility serving the various campuses.
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With respect to the contention by some parties that
California will lose gas to east of California customers, EL-Paso and
t5 customers, after nine years of effort, are still without an-
allocat:on plan on which they may rely and plan for the future.
Indeed, the ultimate resolution of those issues involving the present
plan whioﬁ :equ;:e_resolution either before the FERC.or ‘the courts:
remain uncertain. e e e, mme .

The Commission is prohibited by Section 2771 of the Public
Utilities Code from establ;shlng any priority which would: cause any’
—educ*zon in the transmission of gas to- Califorzia pursuant to any
‘ede*al rule, order -regulation, but until a permanent allocation © -
plaz is approved bprERC for E1 Paso, a final determination of. the "
prohibition in Section 2771 cannot be made. - T

At present, Il Paso which-chaired a settlement committee .
of interested parties (imecluding members from PG&E, SoCal;.and the -
Commission) to write a new permanent -allocation plan, has. submitted -
the plarn to the FIRC for approval. The new permanent plan will allocate
Zl Paso's gas %o its Califorﬁia and east of Cali ornia customers based
on fixed, end-use profiles. While no- wezght.can be given £o this
plan until FERC approves it, future gas: delzver;es to”Callforaza will
be independent of any éif ereaces ln El Paso s and Cali‘orn;a “$~o -
cu*tazlﬂent plans. F?RC approval is expected zn late spring ©of 1981.
I£ the zew, permanent Jop Paso allocation plan, as approved by FERC,.
results in any poten tial £ reduce or actuallv does *educe gas
deliveries to Califorzia as a result of :ffe*ences in the_pl Paso
and the California cu*ta;lment plans, the Case Vo 9642 wzll e .
*eoneaed to resolve those d;fferences.‘
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The Calvo Bill -(A3:524). added Section 454.7 *to 'the Public '’
Utilities Code as follows:~ ~ -:- .~ ~c o~ 0w LT 0T

"The Commission shall, to the extent permitted‘by
by feceral law and consistent with Section 2771, .
p“ovzde cogeneration technology projects with

the highest possible priority ZSor the: purchase
of natural gas.ﬂ,

Sta“ witness Parks recommended 1n hzs testlmony that the Commissaon
create 2 ﬁew‘p 1or1ty BA ‘or cogene—ation technology since iy would
be a balance between Sectlons 454 7 and 277l ©0f the Public Utilities..
Code. Coqeneration will 1nvolve boilers and gas. turbines,_both,ost.
which ca- use. al tertate ‘tels, and ther e‘ore by placing cogeneration .
in P-3A it would be in the. hmghest posszble alternate: fuel capabili:y
classification. The sta‘f was generally supported in its. .
*ecoﬁhesda ioﬁ. We coﬁcur in plac_“q cogeneration technolocy in. 2.
new P=3A class;f;catlon,_and what was, the old P=3. will be. redessgnated
P-3B. However, bv creatlnq P-3A, we do not intend tha* all .
cogeneration must be classified the-e. . We, 1ntend that custOWers
who are in 2 lowe- priorlty and deve op cogeneration projects will
be moved up to P-3A.. Those customers in a higher priority. who -
develop coqeﬁeratlon projects will rema;n in such h;qhe. przorzty and.

not be downqraded to P-BA by virtue o‘ auy cogeneration 1nstallarion
they ml"h. mele.

o

—..-_.-

_ SoCal suppor s P BA for cual;f;ed cogeneratlon ‘acilitles.._
aré believes that this priori y should be ava;lable to only those
customers who meet the operati ¢ and ef icieﬂcy standards 4z 12 C"R.
Part 292. 205(a) and (b) and the ownership criteria eoecified in 18 CFR,
Part 292.206 as set forth in FERC Order No. 70. Our purpose here is.
szmnly to rank *he cogeneratzon prioritv in the state S curtailment
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system as mandated by the Calvoe Bill.  The proceedings in Application
No. 592459 et al. will prescribe how cogeneration volumes will 'be- - .7~

determined for billing purposes and wmll therefore, ‘define 'the volumes
eligible for P-BA."" e ‘”‘,w'ﬁ_;u

- Tl

The LADWP requests that its SGS-3 a modern $120 mzllzou
steam electric generation plant built without standby ‘uel ‘ac lzties,
be reclassified from P<5 to P-3. Since it began commercial operat;ot
in November 1974, it has operated only 1nterm1tteutf§‘£ecause P-S o
gas is the first to be curtailed’ dur;ng a supply shortage. The ‘stat
witness during cross-examznatzon testm‘zed that SGS-B was unique and
that it be treated as a P*v cuatom - but w;th two st-pulataons-
namely, (1) $6S-3 mav the h;gher nonresicdual fuel rate for gas and l;
(2) that if LADWP acquires its own source of gas supply that SGS-3 '
revert to P-5. SDGLE, supported by PGSE, stated that the HADWP |
-eqtest shotlé oe granted only under certain conditzons noted |

arlier. : . R D

We £ind that it is in the publ;c inte*est that SGS~4 operate
on a more stable and more consistent baszs. SGS-J should be in a
new category P-3C and” should be served unde“ SoCal s Rate
Schedule GN-32. u*the-, if LADWP acquzres its owu source ot
nasural gas supplies in the future, then the P-3C reqtzrement Luposed
on the SoCal system should be equzvalentlv reduced. SoCal ‘should -
modify its monthly pro rata allocation of Pa5 gas availab e uade-
Supplement A of Rule 23 ¢o re“lect the transfer of SGS-3 to ?-BC.'

Finally, the staff recommended that seasozal use custoners )
be'exempt rom out-o‘-sequence curtailment. Under such a curta;lmeut
procedure, the utility is requ;red to cu-tazl seasonal custome;s.in l:
the same proportion of annual ~'equ:.~~e-ue1~.ts that permanentﬁcustome*s -
in the same priority class were curtailed in the preceding curtailment
year. We concur with staff's recommendation anéd have already approved
such an action for PG&E in Resolution No. G=-2215 dated May 16, 1978.
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The revxsed end-use pr;orxty Criteria are summarized in . ... .

Appeudzx B. o .
Tindings of Tact -, | o . o

1. A przor;ty system fo* the statewzde allocation of natural .
gas based on en d-use was establzshed by Decision.No. 85189 dated .
December 2, 1975 and modified by Decision No. 86357 cdated.
September 1, 1976.

2., The crztzcal conszderation used in establ;shinq the end-use -
priority system was how the gas is used at the burner.tip.and. the

ability of customers to convert their ‘acil;tzes %o use.of an
alternate fuel.

3. On January S 1979 the Commiesion staff solicited conments
from respondents and all interested parties in Case ho. 9642 on o,
proposed changes to the end-use prmority system. L . _f

4. By Decision No. 90776 dated September 12, 1979 "Residential
Use" was redefined whe*ezn P-2 cent-al-heating plant multi-unit
residential/commercial comolexes with a peak-dey demand greatex,
than 100 McL were transferred to P-l. That deczs;on also reclassxf;ed
electric ut;lzty gas turbines from P-5 to P-3.

P ~

5. Based on the lack of evidence on any pending. curtailment
o‘ Pd custoﬁers ané because hear;ﬁgs on Item 3 of thc stafi
proposal of Januvary 5, 1979 haé not been coﬂpleted Deczsion

No. 90998 dated November 6, 1979 denied the-petitzons £ CCI and CPI
0 be elevated to P-3. - Sibet e B

6. Because of Decision No. 86257 SoCal‘reclassm‘ied CPI to
P-4 status. By Decisioen No. 90996 dated November 6, 1979*CPI s
application for restoration of P-3 status was denied.” T

7. Item 3 of the Commission's January 5, 1979 mailinq wouléd
reclassify large commerczal and instztut;onaj customers and boiler
Suel users with peak-day requzrements between 750 and 1hsoo Mef to
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bring the: state curtailment criteria closer £o the’ ‘federal cr;ter;a .
applicable to interstate pipelines serving California. } '
8. El Paso has £iled a revised gas customer alloc%tion plan
for PERC's approval in Docket No. RF 76-2 et al. baaed on f;xed
end-use profiles and indepen dent of the 1=‘l Paso or Cal;.ornia '

curtailment systems. B

9. SGS-2 is a P-5, steanm elect*;c generation plant wh;ch NM'>”
cannot withstand gas ‘curtailment since it does” not have any 1nstalled )
standby fuel capability. ' A a .

10. The Commission, inmResolﬁtion No. G=2215 d&%édfﬁai ié,j;_

1978, abolished out-of-sequence curtailment on the PG&’ system for
seasonal customers. ' '

Conclusions of Law:s .
1. Tre end-use priority system for the statewmde allocatzon -
of natural gas is a reasonable and workable system. o
2. The ené-use przority system sﬁould be anended to create 2
new cogene*at;on priority. ' R N
2. It is in the publzc znterest to have the benehxts of an _;'
on-line SGS~3. o T i
4. The improvement in gas supply ‘orecast, permita a relaxacion
in current gas service l;mitations.

gggLEWEV”AL ORDER,
2T IS ORDERED that: .
1. The ernd-use priority system established in Decision

No. 25189 and modified by Decicions Nos. 86357, 87510, 88664, and 90794
is modified and amended as £ollows: R T

a. Create a new Priority 3A f£or gas use in:*
ccgenerat;on projects as determined by the .
Commission in response o Applzcation o

- No. 59459 . et al. s




.

C.9581, 9642

Create a new Prierity 3B to include all use
not in another priority and electric utility
gas turbines.

Create a new Priority 3C to include the Los
Angeles Department of Water and Power's
Scattergood Generating Station Unit 3.

Abolish Priority 2A (temporary) ané transfer
the remaining customers to Priority 2A.

Cancel Ordering Paragraph 2 of Decision
No. 89337 reguiring Commission approval
before a gas utility can provide service
for new industrial boiler fuel use with 2
peak-day demand in excess of 300 thousand
cubic feet.

Eliminate out-of-sequence curtailment of
seasonal use customers for purposes of
curtailment equalization within 2 given
priority.
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2. Tariff schedules reflecting the end~-use priorit} changes
established herein shall be filed by the respondent utilities in
accordance with General Order No. 96-A to become effective within
thirty days from the effective date of this order.

The effective date of this order shall be thirty days after
the date hereof.

Dated FEB 18 1-9-81 , &t San Francisco, California.

Commiss:.oners




. €.9581, 9642 ALJ/zr

APPENDIX A
Page 1l of 2

Chronology of Decisions
Issued Affecting the California End-Use
Priority/Curtailment System

DATE - N o  ACTION

December 2, 1975 ' Decision No. 85189 established the
' California Ené-Use Priority/Curtailment
 Systenm. -

September 1, 1976 Decision No. 86357 placed all inter-
ruptible gas use with peak-day demands
of 100 Me£/& or less in Priority 1, ané
changed Priority 4 from industrial boiler
fuel where capability of using an alternate
fuel is present to existing interruptible

boiler use with a peak-cay demand greater
than 750 Mef/d. )

June 28, 1977 : Recision No. 87510 modified Finding 13 of
‘ Decision No. £5189, concerning gas utility

delivery obligations to customers with
"own-source" ¢as supplies. The "Owh=source”
gas definition excluded gas acquired by
public utilities for resale or for existing
independent supplies which are below Pipeline
standards. Resolution No. 6-2280, dated
May 22, 1979 for all intents and purposes
eliminated Finding 13.

August 30, 1977 Decision No. 87784 extended the deadline
eéstablished by Decision No. 85189 for the
transfer of all Priority 2A (temporary)
customers to a lower priority from
December 2, 1977 to October 1, 1972.

April 4, 1978 Decision No. 88664 extended the deadlipe
established by Decision No. 87784 for the
transfer of all Priority 2A (temporary)
customers to a lower priority from
October 1, 1978 to October 1, 1979.
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APPENDIX B
Page 1 of.2

End-Use Curtailment

The ¢riteria for classifying the uses of matural ¢as in the Cal:.fom:.a -
End-Use Curtailrent systew are as ‘ollows

Priority
1

Descri ion ,

ALL residential use egarcless of size. SRRE
AlL other use with & peak-day cemand of 100 Me£/Q, or Jess.

Nonresident:.al use in excess of 100°Mef/d where the use
of an altemato fuel :.s ot fea.s:.ble._ . L

Other uses where specific CPUC author:.zat:.on has beev
granted

Electr:.c ut:.l:.ty start-up and .'i.gnite:: fuel.

Service to custemers with 15G or other gaseous fuel stan&w
facilities, whe::e convers:.on ©0" an altemate fuel is not
feas:.ble. o O _ PR -

Other uses-where spec:.fic (o1 ¢ authorization has geen gram'.ed

Cogeneration. - _ 'A

Electric util;.tv Gas. turbn.nes and a.'!.l use not. included in

- ancther pnority

Los Anc;eles Depammt o‘ Water and Powe:: Scattergood
Goneratmg Staticn’ U*ut 3. )

Bo:.ler fuel use w;th a peak doy de.-\anc’. greater “than
750 Me£/Q not included in another priority.

All use in cement plant Klns.

All use in ut:.l.xty steam electric generating plants,
excluding cogeneraticn, starte-up and igniter fuel uses,
and Los Angeles Department of Water and Power
Scattergoed it No. 3.
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APPENDIX A
Page l-of 2

Chronology of Decisions
Issued Affecting the California End-Use
Priority/Curtailment System -

DATE . acrrox

December 2, 1975 " Degision No. 85189 established the

California End-Use Priority/Curtailment
System.

Septexmber 1, 1976 Decision No. 86357 placed all inter-
ruptible gas use with peak-day demands
of 100 Me£/d or less in Priority 1, ané
changed Priority 4 from industrial boiler
fuel where capability of using an alternate
fuel is present to existing interruptible

boiler use with a peak-cday demand greater
than 750 Mef/4. )

June 28, 1977 Decision No. 87510 modified Finding 13 of
Decision No. 85189, coacerning gas utility
delivery obligations to customers with
"own-source" gas supplies. The "own~-source"
gas definition excluded g2as acqguired by
public utilities for resale or £or existing
independent supplies which are below pipeline
standarés. Resolution No. G-2280, dated
May 22, 1979 for all intents and purposes
eliminated Finding 13.

August 30, 1977 Decision No. 27784 extended the deadline
established by Decision No. 85189 for the
transfer of all Priority 2a (temporary)
customers to a lower priority from
December 2, 1977 to October 1, 1972.

April &, 1978 Decision No. 88664 extended the deadline
established by Decision No. 87784 for the
transfer of all Priority 2a (temporary)
customers to a lower priority from
October 1, 1978 to October L, 1979.
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DATE

September &, 1978

September 12, 1979

September 12, 1979

APPENDIX A
Page 2 o0f 2

Deéigggn &é. 89337 lifted the moratorium

on gas service to customers over 50 Mcf/é
promulgated by Ordering Paragraphs 3 and 4
of Decision No. 85189, ané regquired
Commission approval only before providing
service to new industrial boilers with
peak-day demands over 300 Me£/4&.

Decision No. 90776 modified the Decision .
No. 85189 Eefinition of "residential Use",
thereby moving multi-unit residential/
commercial complexes with central heating
plants over 100 Mcf/E £from Priority 3 to

riority 1, and reclassified electric
utility gas turbines from Priority 5 to
Priority 3.

Decision No. 90764 exempted all Priority 2A
(temporary) commercial and institutional
customers, and all essential agricultural
use customers from the transfer to a lower
priority on Qctober 1, 1979 as ordered by
Decision No. 88664.




C.9581, 9642 ALJS/rr/ab

APPENDIX B
Page 1 of 2

Ené-Use Curtailment

The criteria for classifying the uses of nmatural ¢as in the Cal:.fom
End-Use Curtailment sycten are as follows: .

Briomity | Description

p All residential use regardless of size.
All other use with a pea.fcpday c’.enanc’. of 100 Fc"/d or less.

Nonresident:.al use in excess of 100- Iucf/ ¢ where the use
of an altemate fuel :LS not ‘eas:.ble., . .

Other uses where specific CPUC authorizatien haé been
gran'ced. ,

Electr:.c ut:.l:.ty start.up and’ igniter fuel

Service to customers with IPG or other’ qasecus f.uel standby
facilities, where conver.,;cn to an, alte::nate :Euel :.s not
feas:.ble. ' ;

Other uses- where spec:.fic CPUC- authorizatien has geen granted

Electric ut:.l;ty gas turbmes and all use not. :.ncluded :Ln
another pr:.ority.

Das Angeles Departrmt o‘ Water‘and Pcwe.. Scatterqood
Gemeraunc; Statzcn th:.t 3. o o

-

Boiler fuel use w:.th a peak day denand greater “than
750 Mc£/E not included in another priority. -

‘All use :.n cement plan'c KIns.

All use in utility steam elect:.-:.c gemerating plants,
excluding cogeneration, start-up and icniter Suel uses,
and Los Angeles Departrment of Water ané Power
Seattergood Undt No. 3.
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The following definitions are to be associated with the criteria: .

Alrernate fuels:

Altarmate fuel
not feasible:

Boiler fuel:

Cogeneration:

Electric utilicies
start-up ané
igmaicer fuel:

Peax~Eav derané:

Regidensial use:

Seasonal use:

Nengaseous fuels: par::.cularly exclud:.nq &G u\G and LPG

Alternate fuel is comsidered not feasible if the ¢as is used
as a raw material for its chemical properties in creating an
end product, or if the use of alternate fuels is not
technically feasible such as in applicaticns requiring precise
terperature controls and precise flame characteristics. .

Gas used specifically to fire bo:.le*s, éi:afdléés of the end
use of the steam produced. . -

The sequential production of electricity and heat, stean or
useful work from the same fuel source. =

Electric utility natural gas use where the use of an alternate
fuel is not feasible . for: (1) heating the boiler system
adaquately Suring start-up to enable efficient oil burning

to meet pollution standards; and (2) insuring comtinuous
ignition and flame stabilization within the boiler.

A custamer's highest month's regquirement divided by the number
of days of raticn in that month.

Service to custamers which censists.of natural ¢as use in
serving a residential dwelling or multi-unit Swelling for space
heating, air conditicning, coocking, water heating, and other
residential uses, except for central heating plants serving 2
cambination of residemtial and commercial uses where the
cxmercial porticen of the use is in excess of 100 Mef per day
or is more than 15% of the total natural ¢as regquirements.

Service to custamers with 20% or less of their amnual
requirement ocourring in the months November through March.




