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'.">)i) PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

LJCOMMISSION ADVISORY AND Resolution G-2779 
COMPLIANCE DIVISION 

ENERGY BRANCH April 27, 1988 

RES01.!!T!01! 

PACIFIC GAS AND ELECTRIC COMPANY (PG&E), GAS DEPARTMENT. 
ORDER AUTHORIZING FILING OF NEW AND REVISED PRELIMINARY 
STATEMENT AND TARIFF RATE SCHEDULES, REVISED TARIFF 
RULES AND NEW SAMPLE CONTRACT FORMS RESULTING IN AN 
ANNUAL REVENUE INCREASE OF $144 MILLION. 

SUMMARY 

1. By Advice Letters 1453-G.1453-G-A &1453-G-B. filed February 
I, 1988, April 6,1988 & April 21. 1988. respectively. PG&E 
requests Commission authorization to file nev and revised gas ratc 
schedules. revised gas rules and nev sample contract forDS. These 
nev tariffs viII implement unbundled' gas utility services for non
core custooers. These filings are in compliance with Decision 
87-12-039. and they also conport vith our other decisions and/or 
resolutions issued during the investigation into the restructuring 
of natural gas rates in California. 

2. These filings. as set forth on Cal. P.U.C. Sheets Nos. 12609-G 
through 12694-G. inclusive. would vithdraw soge existing gas rate 
schedules and results in a revenue increase of approximately $144 
million. The effect of this revenue change on each customer class 
is shown as Attachment A to this resolution. 

3. Similar advice letters have been filed separately by Southern 
California Gas Company (SoCalGas) and San Diego Gas and Electric 
(SDG&E) suboitting restructured gas tariff rate schedules and 
rules in conpliance vith the provisions of Decision 81-12-039. 
Resolutions authorizing these filings are also subject to adoption 
today. 

BACKGROUND 

1. Dec ision 81-12-039 results from Order Insti tut ing Investig
ation (011) 86-06-005 and Order Instituting Ruleoaking (OIR) 
86-06-006. the Cocmission I s investigation into restructuring the 
natural gas industry in California. The definition of "Unbundled 
Gas Service" vhich vas adopted for the competitive gas market, is 
as follows: 

liThe term I market-responsi ve I means an unbundl ing of the 
traditional conbination service provided by the distribution 
utility and the de-averaging of rates. Traditionally. bundled 
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service has included both procuring gas (a nerchant function) 
and getting it to the burner tip (a transportation or trans
mission function). These two functions have nov been separ
ated on the basis that the Berchant function is clearl, 
competitive in nature. and the transeission function has 
natural monopoly characteristics with economics of scale. Yet 
at the sa~e time, there exists alternative fuel competition 
with 'bundled' natural gas service. Thus. there exists a 
monopolistic structure for the transmission function. a very 
competitive structure for the merchant function, and a somc
.... ha t less compet i ti ve st ruc ture for the 'bund led' service. II 

2. These filings provide for the expiration of non-residential 
gas rate schedules (except Schedules G-DC, G-30, G-10, GC-2 and 
G-INT) and the introduction of restructured rate schedules 
consistent with the provisions of the above Commission decision. 
With these filings the gas market is basically separated into tvo 
customer classes. The core market vi 11 inc lude customers vi th 
end-use priorities P-l, P-2A and P-2B. Custoners vith priorities 
P-3 and above are assigned to the nOncore narket. 

Also consistent vith this order, PG&E has revised and restructured 
the gas rules which are applicable to the rate schedules submitted 
with these filings. 

Preliminary Statenent 

3. With the exception of Part A (Description of Services) the 
existing Preliminary Statenent has been vithdravn and replaced 
with ney, revised and relocated sections outlining ney accounting 
practices and procedures in conjunction vith the restructured gas 
industry. Due to PG&E's late filing of its Preliminary Statement, 
the CACD and other parties have not had an adequate opportunity to 
reviev the Statement. Following this revieY. the ConoissiOn 
intends to approve a new Preliminary Statenent in the near future. 
Any disputes involving the accounting or other provisions included 
in the Preliminary Statement will be resolved based upon the 
Statenent that ve ultimately approve. 

Rate Changes 

4. Thirteen gas rate schedules viII expire on April 30, 1988 and 
vi 11 be .... i thdravn. A ttachmen t B to this resolution shovs vhich 
new gas rate schedules wi 11 replace those cancelled schedules. 
Ten nev rate schedules are to become effective for service on and 
after May 1, 1988: 
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a. Schedule G-NRI--Gas Sales to Small Nonresidential Cote 
Custome£s: 

h. Schedule G-NR2--Gas Sales to Large Non£esidential Co£e 
Custome£s: 

c. Schedule G-NR3--Gas Transportation Service to Large Non
Residential Core Customers; 

d. Schedule G-P2b--Gas Transportation Service to Noncore P2b 
Customers: 

e. Schedule G-IND--Gas Transportation Service To Coame£cial 
and Industrial Custone£s; 

f. Schedule G-COG--Gas Transportation Service to Noncore 
Cogeneration Facilities; 

g. Schedule G-UEG--Gas Transportation Service to PG&E's 
Electric Generating Plants; 

h. Schedule G-PN---Procurenent of Gas from the Noncore 
Supply PortfoliO; 

i. Schedule G-PC---Procurement of Gas frOB the Core Supply 
Portfolio. 

j. Schedule G-YRT--Wholesale/Resale Transportation Service 

5. The following rate schedules will reoain applicable for 
service on and after May I, 1988: Schedule G-INT, as ordered in 
Decision 87-09-027 and resolution G-2760; and Schedule GC-2, which 
has been ~odified to delete sections that no longer apply and to 
include the customer and demand charge prOVisions applicable to 
certain GC-2 customers. These charges were previous"l,. applied 
under Schedule G-DC, which is being cancelled with these filings. 

Rule Re,>isions 

6. Revisions have been made, by this filing, to several of PG&E's 
gas rules in the following manner: 

a. Rule 1 (Definitions) has been expanded to incorporate new 
terminologies resulting from the Commission's restructur
ing of the California natural gas industry. SODe defin
itions previously found in Rules 15 and 21 are also 
located to this rule. 

b. Rule 4 (Contracts) reflects minor text changes which have 
been Bade for the purpose of clarification and consistency 
with other rules. 

c. Rule 5 (Special Information Required On Forms) also 
reflects minor text changes made for the purpose of clar
ification and consistency. 

d. Rule 11 (Discontinuation and Restoration Of Service) also 
contains ainor textural changes the same as Rules 4 and 5 
above. 

e. Rule 12 (Rate and Optional Rates) has been modified to 
reflect the restructuring of the natural gas industry. 
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f. Rule 14 (Shortage of Supply and InteruptlQn of Delivery) 
has been renamed, Interruption or Curtailment Of Natural 
Gas Serviee. Rule 14 nov reflects the conso.lidation o.f 
subjects previously provided for in Rules 14. 19 and 21. 

g. Rule 11 (Meter Tests and Adjustment of Bills for Meter 
Error) has been renamed: Metering. Measuring and Adjust
ment of Bills. Provisions for the measurement of customer
owned natural gas have been added to this rule. 

h. Rule 19 (Limitations Upon Natural Gas Use) hos been 
rena!!Cdl Medical Baseline Quantities. The prior Rule 19 
has been modified and consolidated vith Rule 14. The nev 
Rule 19 has been transfered from Rule 22 without modific
ation to text. 

1. Rule 21 (Curtailment of Natura 1 Gas Service) has nov 
become a nev rule named: Transportation of Customer Owned 
Natural Gas. Sections that have appeared in the prior Rule 
21 reflect the general teras and conditio.ns that apply for 
the transportation of custoaer-ovned natural gas. 

Contract Forms and Agreements 

7. In addition to the rate and rule revisions listed above. 
several sample contract (oras and service agreements have been 
cancelled and removed froD PG&E's gas tariff schedules. Fo.ur nev 
Service Agreement forms are included in this filing ~o provide for 
service under the uti lity' s nev restructured rate schedules and 
revised tariff rules. 

8. In Decision 81-12-039 the CODoission adopted an i llustra t i ve 
gas revenue requireaent increase for PG&E of $158 mi 11 ion. The 
Coooission also ordered PG&E to. revise this revenue requirement to 
account for further Commission action in other pending cases and 
additional recorded gas balancing account data. 

9. As ordered, the updated ga~ revenue requirement and rate 
design result in an increased annual revenue requirement of $144 
million and include the fol10vin& revisions: 

a. Resolution G-2763, Liquified Natural Gas; 
b. Resolution G-2755. 1988 Attrition Rate Adjustment; 
c. December 1987 recorded balancing account date; and 
d. Revenues at January 1, 1988 rates. 
e. Commission Decision 88-03-041 
f. Commission Decision 88-03-085 
g. Resolution G-2787. dated April 13. 1988 

DISCUSSION 

1. Protests to PG&E's Advice Letter 1453-Gvere received froo 
Hadson Gas Systems (Hadson). Tovards Utility Rate Normalization 
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~ (TURN) and California Manufacturer's Association (CMA). 

2. In addi t ion, appl tcat tons for rehearing and/or peti t ions for 
mod i ftcat ion of dec ision 87-12-039 vere fi led by PG&E, Hadson. 
TURN and CHA, as vell as bya SoutheJ:n California Edison Cocpany 
(Edison): California Department of General Services (DGS): 
Southern California Gos Coopany (SoCalGas): San Diego Gas and 
electric (SDG&E): California Hotel and Hotel Association (Hotel); 
and the Cities of Palo Alto and Long Beach. 

3. Hadson protested a number of spectfic provisions of PG&E's 
Advice Letter 1453-G. Among other things, Hadson alleged that: 

a. The cOore-elect price adopted by the Commission in Decis
ion 81-12-039 vas unjust, unreasOonable and discriminatory 
because the Commission and the utility have arbitrarily 
excluded gathering and transportation costs from the 
calculation Oof the core-elect gas price. 

b. In setting up cost allocation such that all custo(;)ers, 
including those vho buy gas frOB independent sources, 
have to pay for the util i ty' s acquisi tion and oarketing 
costs. Thus, the neV rates discriminate against noncore 
customers vho don't becooe core-elect. 

c. The Commission's adopted program gives the ut iii ties an 
unfair Darketing advantage, to the extent that they have 
the exclusive use of infor~ation on custo(;)er character
istics that vould be valuable to anyone intending to. 
market gas tononcore customers. 

d. The utility is in a position to unfairly tie its trans
mission monopoly to. core-elect status as it can nego.tiate 
discounted transmission rates only for those custoaers 
who elect into the core. 

4. TURN al so objec ted to por tions of PG&E' s filing and alleged 
that: 

a. PG&E improperly used a revised Cost-Of-Service (COS) study 
to d istr i bute aoong custoo.er classes the 1988 At t r i tion 
Rate Adjustment (ARA) revenue decrease authorized in 
Resolutio.n G-2155. 

b. TURN has noted inconsistencies betveen PG&E's filing and 
that of SoCalGas in the co.nditions o.f service and suggests 
that PG&E incorporate into. its co.re-portfoliQ prQcurement 
tariff I Schedule C-PC, Special COnditiQns 9 through 11 
from SQCaICas' Schedule GS-30. 

c. TURN also. pro.Poses that PG&E incQrporate into its nQnco.re
PQrtfolio procureoent tariff, Schedule C-PN, Special Cond
itions 6 and 7 frorn SoCalCas' Schedule GS-30. 

d. PG&E should file a standard (default) tariff prior to. 
signing agreeClents vi th each of the uti Ii ty' s vholesale 
and resale customers. 
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c. TURN objects to the rate schedule that PG&E filed for 
cogenerators, Schedule G-COG, and requests that PG&E 
refile this rate schedule consistent vi th the approach 
adopted by SoCalGas. 

5. CHA voiced simi lar arguments and alleges that there is legal 
error concerning three aspects of the deBand charge provisions 
contained in Decision 87-12-039, in that: 

a. The customers wh~ cease taking service before the iaple
mentation date should only be liable for existing demand 
charges rather than demand charges under the new prograB. 

b. Even if a customer has been buying gas under a rate 
schedule containing a demand charge and continues to buy 
gas as a default customer after the nev rate decision is 
inplemented. the customer' s use prior to the effective 
date of the nev rate design should not be used to calcu
late the new demand charges. 

c. The one year ratchet provision of the demand charge vill 
cause many default customers to either minimize their gas 
usage or leave the system entirely. This is due to the 
hardships which will be felt by those default customers 
vho experience signi ftcant svings in usage. ....i th ei ther 
very low or very high bills for periods up to a year. 

6. PG&E responded to Hadson. TURN and CMA in a timely fashion and 
stipulated to certain provisions of the protests. Also, Cocmission 
Decisions 88-03-041 88-03-085 da ted March 9, 1988 and March 23, 
1988, respectively, responded to the protests by codifying certain 
port ions of Dec ision 87-12-039, but denied peti t ions for 
rehearing. CODmission Resolution G-2787, dated Apri 1 13,· 1988, 
attelilpted to clear up other unresolved issues b)' either calling 
for revisions in PG&E's filing or by supporting PG&E1s position on 
the issue. 

7. By Decisions 88-03-041 and 88-03-085, dated March 9. 1988 and 
March 23, 1988, respectively, the Coomission responded to sOlile of 
the protests by modifying portions of Decision 87-12-039 and at 
the sane tioe.denying petitions for rehearings. Decision 87-12-039 
has been clarified and/or modified in the folloving mannera 

a. A stateoent is added to the decision to clarify that the 
Coomission has adopted relatively flat allocation factors 
vhich tend to spread nongas costs nore evenly over all 
markets. These factors recognize that the current system 
vas built to serve all custoDer classes. and that all 
users should contribute to paying for the current excess 
capacity in the system. 

b. The Commission vi 11 require Uti 1i ty Elec t ric Generating 
(UEG) custocers to notify their cogeneration custotlers. 
immediately after they have determined their procurement 



-, . . , . . 
" . 

Resolution G-2779 
pOage 7 

c. 

packages, of the percentages of 
procurement gas which they have 
Each time the package changes, 

core. noncore, and sel f 
included in the package. 
the UEG customer should 

provide a nev notice. 
The Commission agrees to treat congeneration facilities 
with standby boilers as one customer for the purposes of 
assessing custoner and demand charges, providing the 
cogeneration customer has signed an affidavit to the 
effect that its boiler system only operates when the 
cogeneration $ystem is not operating. 

d. Customers who do not take gas On or after the implement
ation date of the new rate design will not be subject to 
the higher demand charges under the rate design, but vll1 
only be subject to demand charges under applicable rate 
schedules in effect prior to the implementation date. 

e. It is stipulated that the first annual reallocation filing 
that viII be accepted .... ill be PG&E1s September 15, - 1988 
filing. 

f. All custoners should continue to pay the unavoidable costs 
still being incurred as a result of the evolution of the 
local distribution company structure to its present state 
of excess capacity. Comnon costs associated vith this 
transition and not readily assignable to any given cust
omer class. should be spread equitably to both procurement 
and transportation-only cutoners. 

g. In order to qualify for noncore status. a small (less than 
20.800 therms per month) core customer must demonstrate: 
(1) that actual alternative fuel facilities are installed 
and capable of use on a sustained basis; (2) that the cost 
of using alternative fuel .... ould be lover than the price of 
core gas service; and (3) that the custoner is villing to 
accept the lover service priority of noncore service. 

h. The existing standby requirenents for large custoners viII 
be retained ..... ith exceptions possible in cases vhere the 
custoner has the clear technological capability to install 
alternative fuel facilities, and vhere the cost to do so 
and then to use alternative fuel would be less than the 
cost of core service. 

because of their usage, would 
noncore may be reclassified as 
aeet the cond i t ions detailed 

i. Pl and P2A customers that. 
not otherwise be considered 
noncore. if such custoners 
in sub paragraph (g) above. 

j. For customers large enough to be considered noncore, ex
ceptions to the standby requirement viII require authoriz
ation from the Coomission on a case-by-case basis. 

k. The allocation of Francise fees will be on a percent of 
revenue basis and uncollectibles (both fixed cost related 
and commodity cost related) should not be allocated to 
wholesale customers. 
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1. Ordering Paragraph 9 of D 99-03-085 states in porta " •• Tho 
maximUIi amount by which volulles purchased to servo the 
wholesale custoQer's core market can be out-of-balance is 
limited to a volume equal to the percentage of the serving 
utility's storage capacity equivalent to the percentage 
of total storage costs assessed to the core customers of 
that vholesale customer in the adopted cost allocation." 

m. The amortization for "offset balancing accounts" is set at 
tvo years, which is the length of time that the NRSA 
protection will be in existence. By setting this tvo-Jear 
limit. the Commission provides for an extended period of 
rate stability while at the same time alloving the 
utilities ample opportunity to recover the balance. 

n. All noncore transmission contracts should be filed with 
the CACD within five days of execution. Also. each utility 
shall make the contracts available at its general offices 
within five days of execution and, upon request, at any of 
its district offices vithin ten days of execution. 

8. In all other aspects, Commission Decisions 88-03-041 and 
88-03-085 do not address other allegations issued by the utilities 
and/or intervenors. All peti t ions for modi f icat ion' of Decision 
87-12-039 are denied with the exception of the above stipulations 
and all requests for rehearings are denied. 

-
9. On April 13. 1988. the CODDission approved Resolution G-2787 
vhich authorized certain revisions to Advice Letter 1453-G in 
order to resolve the remaining issues not addressed by Commission 
Decisions 88-03-041 and 88-03-085. Those issues which were 
authorized by Resolution G-2787 and which vere incorporated into 
Advice Letter 1453-G-B include. but not necessarily limited to the 
following: 

a. Demand charges viII not be vaived during supply or 
capacity curtailment but viiI be vaived under conditions 
of force majeure. 

b. The force majeu re cond i tions of the utility I s existing 
long-term contracts represent appropriate conditions for 
the default contracts. 

c. The utility will provide its customers vith relief from 
deoand charges in the event that the custoCler provides 
the utility vith 30-days notice of a planned oaintenance 
shutdolln. 

d. Details outlining the basis for functionalization and 
allocation of attrition adjustments shall be filed .... ith 
the Coomission and interested parties with each general 
rate case and attrition filing. 

e. Customers vho contract for core-elect service must be 
responsible for the expense costs vhich they aay cause on 
an annual and/or monthly shortfall basis if they fail to 
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neet the teras of that agreement. 
f. Customer-owned gas diver ted by the utili tJ in the event. 

of a Commission-declared emergency (supply/capacity)shall 
be purchased at a value-based price. tied to the altern
ative fuel price of the customer at the time of the 
curtailment. 

g. The customers wi~l be allowed to avoid customer and 
demand charges following the termination of service. pro
vided that the utility receives at least 12-months notice 
of the termination. Only the latest notice of such ter
mination shall be effectual. 

10. Ordering Paragraph 1 of Decision 88-03-085 states that: "The 
parties of the NRSA (Negotiated Revenue Stability Account) stipul
ation adopted in D86-l2-0l0, as ve11 as any interested parties to 
1.86-06-005, shall meet and confer to attempt to develop a proced
ure which would allow the utilities to file to revise just the 
core portfolio WACOG, whenever the Core Procure~ent Purchased Gas 
Adjustment Account threatens to become significantly out of 
balance, due to unexpected changes in gas costs or in the sequence 
of purchases for the core portfolio. This procedur~ shall be as 
siople as possible, and shall be based on the discussions in this 
order. 1I 

FINDINGS 

I. We recognize the variety and complexity of issues involved in 
the restructuring of the natural gas rates for the state. However, 
ve find that the proceedings in 011 86-06-005 and OIR 86-06-006, 
which led to Decision 87-12-039 et.al •• established the nev rate 
structure as presented by PG&E Advice Letters l453-G, 1453-G-A and 
1453-G-B. 

2. We also find that PG&E 1 s Advice letter 1453-G-B supercedes 
and replaces the two previous advice letters in toto. Advice 
Letters l453-G and 1453-G-A should be withdrawn as they are 
replaced by Advice Letter 1453-G-B. 

3. We further find that Decisions 88-03-041 & 88-03-085 responded 
to the majori t1 of the issues presented by the utili ties and/or 
the in terveoor s and have clar ified Decision 81-12-039, and that 
the other issues were addressed by Conmission Resolution G-2181. 

4. Insufficient time is available to review PG&E ' s Preliminary 
Statement, refiled April 20, 1988. 

5. We also find that the tariff sheets as submitted with Advice 
Letter 1453-G. have been replaced by those filed with Ad ... ice 
Letter 1453-G-B. 

6. We finally find that such revised substitute tariff sheets, 
insofar as they agree with the provisions of Decisions 81-12-039, 
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88-03-041 and 88-03-085, and with Resolution 0-2187 are just and 
reasonable and that any such tatiff sheet that disagrees with the 
provisions of the above are unjust and unreasonabl~. 

THEREFOREI it is ordered thata 

1. Pacific Gas & Electric Company is authorized to file the 
revised subst i tute tari f f sheets as submitted by Advice Let ter 
1453-G-B, insofar as such revised tariff sheets are in accordance 
with the provisions of Decisions 88-03-041 and 88-03-085, as veil 
as with the stipulations agreed upon by PG&E in its response to 
the various protests filed in this oatter, and with the provisions 
previously ordered by Commission Resolution G-2187. 

2. Such revised tariff sheets shall 
Sections 454, 490, 491, 532 and 101 
and shall be effective for service 
1988, provided they agree vith 
Paragraph I, above. 

be accepted for filing, under 
of the Public Utilities Code, 
rendered on and after Hay I, 
the provisions of Ordering 

3. Any disputes involving the accounting or other provisions 
included in the Preliminary Statement viii be resolved based upon 
the Stategent that ve ultimately approve. 

4. Advice Letter 1454-G-8 and accompanying tariff sheets shall be 
marked to shov that they were accepted for filing under the 
provisions of Commission Resolution G-2119. 

5. Advice Let ter s 1453-G and 1453-G-A, and accoBpanying tari f f 
sheets shall be withdrawn as they are replaced by the filing of 
Advice letter 1453-G-B. This resolution is effective today. 

I certify that this resolution vas adopted by the Poblic 
Utilities Commission at its regular Beeting on April 21, 

::~:::. :::in& Connissioners appro?M~ 
PcesJdenl 

DONAlD VIAL 
fREDERICK R. OUDA I ' 1 \ 1 

O. MITCHELL WlLK 
Commissioners 
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OlO STRUCTURE 

o~s RATE CONVERTER 

CAs 

ResolutloaG-2??9 
A'Uachment B 

I~I 
P39.P' 

NEW STIWCTV.'?E ". fl" P1B PJ9"4 PS ~ PS P38."4 Ft PlA 1'28 Pla.N PC P.c PlA P1B 

CORE 

O-NRI: $ml'" ¢ommllclal X X X 
(<20,&..."IO teo-=r.ol 

G-NR2: ur;, Com.m,tcla.l X X X X 

(>20.&."IO~~J 

Q-NR): lIrg' e~rnm'teill X X X X 

(>20.!\."'IO ~':"Ol 

f>OSOORE 

G-P28: lIr;. Priorlt, 28 X X X 

(>20,&.."IO ~':ro) 

G-INO: 1n4~trhl X X X X X X X 

O·COO: COwl t'lUltiOt'l X 

O-UEO: l)t,1itl Ellclrk X 
G.~ratio. ... 

N()!es for Gas Rate Converter 

• Although the rates ..... ilI change. the fono· ... -".nggas rate schedufesviiD ootchangeon May 1: G·1, 

G\t GS. GT. G-1 O. G-30. G·70. G-INT. and G0-2. 

• Customers on Schedule GC-2 'nill continue to pay the rates shown on their Ioog-term 
transportation contracts (incUding escatation-as descrbed in the tariff) uola their contracts expire, 

at which lime the'/ will move on to the new appflCabfe schedJle. OC-2 customers thaI pay G-DC 

charges wiTt have them corrbined w!th Schedule GC-2 • 

• There \\ill 00 bngerbe a Poority SA or 68. 

• Customers currently on Schedule G-SSA that are Priority 1 or 2A will beOOme Poority 3A. 

X 


