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Decision No. 86357 @~~@~OO~l 
BEFORE 'l'BE PUBLIC 'OTII.Il'IES COMMISSION OF '.r.8:E STATE OF CALIFORNIA 

Investigation on th~ Commission's Own ) 
Motion into the AcIequacy and Reliability ) 
of the Energy and Fuel Requirements and 
Supply of the Electric Public Utilities 
in 'Che State of Ca.lifornia. 

Investigation on the Commission's OWQ 
motion into the natural gas supply and 
requirements of gas public utilities 
in the State of california. 

Investigation on the Commission's own 
motion into the establishing of 
priorities ~ the types of categories ~ 
of customers of every electrical 
corporation and every gas corporation 
in the State of Californ:.t.a and among 
the uses of electricity or gas by such ) 
customers. ) 

-----------------------------------) 

Case No. 9581 
(Filed July 3, 1973) 

Case No. 9642 ':' 
(Filed December 18, 1973) 

Case No. 9884 
(Filed March ll, 1975) 

(See Decision No. 85189 for appearances and 
Appendix A for additional appearances.) 

OPINION 
~ .............. - .... -

In Decision No. 85189 dated December 2, 1975 the Commission 
ordered the establishment of an end-use priority sys~ for the 
statewide allocation of natural gas. On December 12, 1975 Southern 
California Gas Company (SoCal) filed a petition for rehearing 
alleging that (1) the end-use priorities established are not: in the 
public interest, (2) the Commission failed to consider the necessity 
for rate adjustments, (3) the decision may be lneonsistent with the 
F ed¢ral Power Commission r s final determi:caeion on the El Paso Natural 
Gas 'Company's perms.ueut curtailment plan, anct (4) rules of the 
Califonda M:r Resources Board (.ARB) may prevent compliance with 
tha t decision. 
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On December 26, 1975 the california Gas Producers 
Association (CGPA) filed a petition for rehearing a1legitJg that the 

Commission erred by its failure to order statewide parity in the 
delivery of gas for interruptible industrial snd steam electric 
generation purposes. ' 

On March l6, 1976 the Cortmtssion granted reheating stating 
"said rehearing to be I1m:tted to the issue of whether the system. of 
end-use priorities for statewide allocation of 'D8tural gas adopted 
in Decision No. 85189 should be amended to provide for the volumetric 
subbloeking of Priority 4 customers." 

Hearing was held March 29 and 30, 1976 at Los Angeles before 
Examiner Banks with oral argument April 30, 1976 at San Francisco. In 
addition to petitioner SoCal, oral argument was made by PGcSE, 

General Motors Corp. (eM), Union Carbide (Union), California Drop 
Forge-Fausteel, Owens-Illinois, Owens-Corning Fiberglass, California 
Fertilizer Assoe:t.atiou, Kerr-McGee Cbemical Corporation, Gas 

Department of the City of Long Beach, Pac:Lfic Forge, Inc., Califo~ 
Manufacturers AsSOCiation (CY.IA), and the Commission staff. 

SoCal proposed that existing customers with alternate fuel 
capability and a peak-clay consumption of less than SO Mcf per day 
be assigned to Priority 1 with equivalent priority to that of new 

customers. Customers who use between 50 and 100 Mcf per day are 
better equipped to deal with curta1lment and should be placed in 

Priority 2-:8 with other s:tm1larly situated customers such 3S those 
with LPG standby. 

To solve the apparent plight of the approximately 250 u> 
300 SInall D and E Block customers who remain in Priority 4, SoCal 
proposes further modifieation be made on .a volumetric basis to 

distinguish between Priority 3 and Priority 4, without regard to type 
of equi.pmeut, by assigning exUt1ng interruptible customers who have 

an alternate fuel eapabUity and a . peak-day requirement of 1,000 Mcf 
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or more to Priority 4. Customers not otherwise assigned 'WOald be 
pl8.eed in Priority 3. 

As an alter=ative SoCal proposes an enc1-use COtlCept whereby 
existing interruptible customers with a peak-day use of less than 
SO Mcf per day be placed :i:o. Priority 1, existing intenuptible 

customers with a peak-day use between 50 and 100 Mcf be placed in 
Priority 2-B with similarly sieua.ted customers~ all interruptible 
non-boiler use and small interruptible boilers with existing alternate 
fuel capability with peak-clay use less tbsn 750 Mcf be placed in 

Priority 3 and large interruptible boilers with alternate fuel 
capability whose peak-day use is 750 Mcf or more be placed in 

. Priority 4. It argues that this altern.a~1ve would have :he same 

advantage as its first proposal except that multiple priority 
customers would still remain, thus resulting in an :£ncrease in cost 
of service. 

Through its witness> M1:. Frank Morris so SoCal argued that 
in the high1 Y industrialized southern half of the state there ue a 
great many customers with extremely limited alterna-ee fuel c:epability 
who, under. Decision No. 85189 face the prospect of beir:g forced out 
of bUSiness for want of tlatural gas. In reaching this cOIlclusion SoCal 
argues' th.:.t these small i1ldustrial customers are presently classified 
.as D and E Block customers and will be assigned to Priority 4 under 
the end-use decision and therefore be subject to :immediate aue! 
extended eurtai1m.ent. :Because their curtailment experience in the 

past. bas been for but a few days at a time they .are presently 
incapable of withstanding the eurta:Llment forecast for Pr1.ori'Cy 4 
customers. 

SoCal also argues that the predicament these customers 
find themselves in is not of their own maldllg but rather is a result 
of factors beyond their control such as the lack of £ue~ oil 
distti.but:lou systems, the inability to secure FEA allocatiOr1S, Alm air 
quality restrictions and l:lm1ted fuel 011 storage capacity, and that 
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the proposed shift from Priority 4 would allow these customers 
additional time eo deal with the problem. 

It is alleged that the end-use plan has three basic defects. 
First:p it prestlmes to assign some equipment: with alternate fuel 
capability to a priority higher than identical equipment with the 

technological capability to use an alternate fuel simply because of 

the customers classification. Sec:ond:p with respect to Priorities 3 
and 4 the order is inconsistent in its application of the principle 
that larger custom.ers can more easily cope wit:h cur1:a1]ment than 

small customers. 'Xh!rd:p the order presents the utilities with an 
enormous administrative burden by drastically increasing the number 
of customers who will have ~tiple priorities. 

In making its proposal, SoCal asserts that the impact on 
those customers most directly affected could be mitigated without 
any undue adverse impact on other customers, that small industrial 
customers with no proven curtailment capability would be protected 
and accorded a reasonable time to prepare to utilize alternate fuels~ 
and that unwarranted distinctions between similar pieces ofeqaipmene 
would be eliminated • 

. Those supporting SoCal r s position inc:luded SDG&E and the 
City of Long Beach Gas Department (Long Beach). SDG&E also supported 
the staff r s proposal to place all customers who use l~O Mcf per day or 
less in Priority l .. 

In support of SoCal 's ·position~ Locg Beach acknowlecIged the 
fact that commercial boUers are generally located in a higher density 

area than are industrial boilers. However, it expressed the concern 
that many of its industrial customers are located primarily in fully 
developed areas and that additional fuel oil storage is extremely 
limited, that capital outlays for additional s1:Orage capacity is 

critical, end ~'b.at even with adequate storage space and sufficient 
capital there are problems with various regulatory agencies. 
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Two small industrial firms ~ California Drop Forge-Fansteel 
and Pacific Forge Inc. ~ argued that the eost of energy bas .already 
increased dramatically and that to impose a requirement 1:0 swiech to 

an alternate fuel would hasten the small- and ced1um-size :1ndustrlal 
customers demise. 
Commission Staff 

the Commission staff stated that rehearing was to be l:lm1ted 
to the issue of whether the system of end-use priorities adopted by 
Decision No.. 85189 should be modified to provide for volumetric 
subbloeldng of Pr1ori'Cy 4 customers. '!'he staff emphasized any 
modification of the established priority that would significantly 
d:1J:oi'Dish the expectations, of customers currently classified as 
Priority 3 was clearly beyond the scope of the order grantillg 
rehearing. 

'1'0 a.lleviate the plight of the small customer faced with 
extensive curtailment of natural gas service 1n the :1mmed:tate future ~ 
the staff 'Witness recoa:aneuded that Priority 1 be expanded to include 
customers presently served on interruptible schedules with total peak­

day demands of 100 l'1c.f per day or less. The effect o~ tbis 
UlOdificat1on would be to transfer 637 or 30 pe:cent of the cuseomers 
presently classified in Priorities 3 and 4 ~ statewide ~ with an 
associated use estimated to be only 2 percent of the total present 
use classified as Priorities 3 and 4. 'Moving the 637 customers to 

Priority 1 will significantly reduce the admin i strative burden of 
curtailing a large number of small customers. It will also increase 
the level of deliveries to these small custemers from partial or 
complete curtailment to an expected 100 percent satisfaction for the 
foreseeable future. '!be staff recommended modification will~ of 
course~ reduce the deliveries that would otherwise be ava1lable to 

Priorities 3 and 4 under the established criteria.. However ~ since 
the associated volumes are very small in comparison to the total 
Priorities 3 and 4 volumes ~ the decline in levels of service as .a 

result of ~e transfer will be oogligible and therefore re11ef is 
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provided without s1gn1ficane adverse :tmpnct:3 on the establi3hed 

Priority 3 .and Priority 4 categories. 

The staff' 5 proposal would move 307 customers out of 
Priorities 3 and 4 to Pl:1ority 1 on the Socal 8ystem~ and on the 
PG&E system 202 customers 'WOUld move from. Priorities 3 and 4 to 
Priority 1. Such movement would have a negl1g1ble impact upon the 
total Priority 1 demand. 

The st:aff opposes the SoCal proposal seating that it would 
transfer two types of use from the present Priority 3 to Priority 4. 
The major type transferred 1s the large industrial customer who 
U1:ilizes over 100 Mef per day of natural gas for industrial processes 
other than industrial boiler fuel. Such use :tncludes industrial -
dryers~ kilns, and furnaces primarily in the chemical, food processing, 
petrole~and metals industry. Exhibit No. 1l2~ introduced by sta.ff~ 
shows that under SoCal' s proposal an est:[ma.ted 42 customers with uses 

in these industrial processes would be transferred from Priority 3 to 
Priority 4 on the PG&'E system~ on SoCal' s system 75 ·customers would 
be transferred from Priority 3 to Priority 4. The amlual requirements 
of the 7S customers transferred from Prlon:ty 3 to Priority 4 are 
estimated to be approximately 40 billion cUbic feet. SoCal estfmates~ 
under its modification, that the level of service to the 40-billion­
cubic-feet requirements of 7S industrial customers will be reduced from 

54.9 percent to 11.8 percent for the year 1977. lb1s represents a 
drastic adverse :Impact on a maj or portion of the !ndustr1.al use 
classified as Priority :3 UZlder the criteria established by Decision 
No. 85189. 

There are two major reasons for the staff's opposition to 

SoCal's proposed mo41fieation as it relates to the transfer of 

industrial process use from Priority 3- to Priority 4: 
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1. The proposed modificstion ignores die 
relative ease of converting iadastr1al 
boilers from the use of natural gas to 
fuel oil when eompared with other 
industrial process uses, Il fact fully 
supported in the existing record in 
Case No. 9642. 

e· 

2. Ihe proposed modifieaeion adversely 
affects the level of service expected by 
the established Priority 3 industriBl 
user and does so 'Without notification, or 
indication in the Order Granting Rehearing 
that STJCh action would be cOtlS:tdered. 

'!he other type of use that would be trllnsferred f::om 
Priority 3 to Priority 4 under SoCal' s proposed modification is the 
large nonindustrial customer.. Such customers are, in the maj ority 
of cases, institutiooal, and use naturlll gas primarily as boiler fuel. 
In Exhibit 112, the staff estimates that 14 customers of this type 
on the PG&E system. 'WOUld be transferred with a total estimated annual 
reqd.remeut of approximately 9 billion cubic feet. The 14 customers 
include two hospitals, four ed.u.eatioc.al institutions, and five 
military installations. Data provided by SoCsl iDdiestes 19 such 
customers on its syste:n with an annual requirement estimated at 
approXimately 10 billion cubic feet would be transferred. The 19 

customers include five educational institutions ~ four hospitals ~ 
and two military installations.. Admittedly ~ the boiler fuel 
requirements of these customers could be transferred from the preset1t 
clASSification of Priority 3 to Priority 4 'Without abandoning the 
end-use concept as would be the C/lse if inclustrl.sl process use were 
transferred. l'he staff eoneludes hO'wever that tbere are other 
reasons for ass1gn:fng such use as a Priority 3 status. One is that, 

in the general ca.se, commercial and institutionsl customers are 
located in more restricted midc:ity areas .and would thus have greater 
problems· 'With the delivery and storage of fuel oil than the typical 
industrial customer who is located in an induserial ares and functions 
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1. '!'he proposed modification ignores die 
relative ease of converting industrial 
boilers from the use of natural gas to 
fuel oil when compared with other 
industrial process uses, a fact fully 
supported in the existing record in 
Case No. 9642. 

e· 

2. 'I'he proposed modification adversely 
affects the level of service expected by 
the established Priority 3 industrial 
user and does so without notification, or 
incl1cation in the Order GrantiIlg Rehearing 
that such action would be considered. 

The other type of use thet would be transfer.::ed from 
Priority 3 to Priority 4 under SoCal' s proposed MOdification is the 

large nonindustrial customer. Such customers are, in the majority 
of eases, institutioc.al, and use natural gas pr:tmaril.y as boUer fuel. 
In Exhibit 112, the staff estimates that 14 customers of this type 
on the PG&E system. "OI1OUld be transferred with a total est1mated axmual 

requirement of approximately 9 billion cubic feet. !he 14 customers 
include two hospitals, four educational institutions, and five 
military iustallations. Data provided by SoCal indicates 19 such 
customers on its syste:tll. with an 81lllual requirement estimated at 
approximately 10 bU110n cubic feet would be transferred. The 19 

customers include five educational institution5 7 four hosp1tals~ 

and two military installations. Admittedly, the boiler fuel 
requirements of these customers could be transferred from the present 

classification of Priority 3 to Priority 4 without a'b.andox:Wlg the 
elld--use concept as would be the ease if industrial process 'lJSe were 
transferred. The staff cone1udes however that there are other 
reasons for assigning such use 4S a Priority 3 status. One is tbat~ 

in the general ease, commerc:Lal and :institutional customers are 
located in more restricted midcity areas and would thus have greater 
problems with the delivery and storage of fuel 011 than the typical 

industrial customer who is located in an industrial area and functions 
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within building codes and z.otl1ng regulations that recognize the 
need for the sm.pment and receipt of materials and fuels in the 

normal course of business. Additionally, the transfer of commercial 
and institutional customers from the present Priority 3 status t:o 

Priority 4 would adversely affect expected levels of service:t and, 
as in the ease of the transfer of industrial pr~ss use to 

Priority 4, would do SO without any indication in the order granting 
rehearing that such action was being considered. 
General Motors Corporation 

GM opposed the SoCal proposal for sUbbloeldng arguing tba.t 
SoCal is seeking to solve two separate though closely related 
problems. First, the alleged hardship experienced by small customers 
in converting their natural gas usage to alternate fuels ancl seeoncl:t 
the achninistrative burden on the utility in implem.ent:lng end-use 
curtailment. 

With respect to the hardship 1ssue:t GM stressed that the 
problem as pointed out by SoCal is oversimplified in that '%:he record 
does not disclose that implementation of Decision No. 85189 will 
drive small customers out of business. It po1:lts out thet the 
adopted priority curtailment plan anticipated hardships on some 
customers and provides special relief provisions. GM argues that 

the plan as adopted should be given au opport'unity to work and that 
it is not the eu<:l-use curtailment priOrities that cause & hardship 
but rather the rapidly diminishing gas supply. 

On the issue of admini strat1ve problems, Q1 argues that 
this issue was raised during the original he.arlngs in Case No. 9642 
and that the Comm:i.ssion laid that issue to rest in Decision No. 85189 
by concluding tbat the utilities bad overemphasized any such problem. 
However to eliminate the possibility of an administrative problem~ 
GM supports the staff propoSlll to t:)OVC all present customers who 
use less than 100 Mcf per day into Priority 1. 
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GM agreed with SoCal f s position regarding the proper 
classification of gas for boiler fuel use. '!hey stated that: ee 
technical and econocic costs of conversion are for all ~=zet1eal 
purposes the same and. there is no ratioool justification for the 
distinction that: is presently made in Decision No. 85189 beeween 
industrial and commercial boiler fuel. 

Union carbide 
Union Ca:bide opposes Sorvalfs proposal stating that while 

the curtailment plan adopted in Decision No. 85189 may not be perfect 

and that maybe some changes should be made> SoCal is engzging in a 
delaying action and that unless new sup;;>lies are for--~ th~re 
will no: be enough gas even for the residential ct:S:on:er :in .ta.e 

foreseeable future. 'they point out that wi:h the projected supply 
situation it won't matter whether a particular customer likes it or 
not, the effort must: be made to convert to an alte=natc fuel,. 

and therefore the arg\mlent of priority of service wlll be moot. In 
order to m.eet the problem raised by SoCal:1 ~ supports the staff 
reeom:.uendation as worthwhile ill alleviatixlg the alleged plight of the 

small user. 
Owens-Illinoic 

Ow~-Illinois operates four plants in California" c.;'l.ch 
utilizing more than 1,000 ~f per day which are pres'ently classified 
as Priority 3. Under the SoCal proposal eo major portion would be 

transferred to Priority 4. I1: is argued that from an end-use 
rationale or from an evidentiary basis, SoCal failed to· justify 
treating direct-flame industrial process use the san:.e llS the la::gc 
volume boiler fuel use now in. :?rl.ority 4, that the record 
supports the conclusion that boilers are generally easie: to eO'1.l~crt 
than are direct-fired process g~s applications and that :he 
distinction made in Dec:Lsioll No. 85189 between the Priority 3 
indusQ:ial direct-flame applications and Priority 4 boiler-uses :lUS1: 

be retained. 
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Owen.~ -Corning F1ber.slass 
():..r~s-Co:rniD.g urged :hat SoCal t S plan be rejected es being 

at odds with the end-use concept, .and that the testimony p=esented 
in the reheartng indicates no evidence eo s~?port such a concept 
because it is based purely on the utility's alleged administrative 
burden. OWens-Corning argues that either you have an end-use plan 

or you do not and to grant a higher p::iotity to an industrial user 
b:lsed solely on the basis of the amount of gas used is ucreas~bly 
diser'; m5 na tory • 

california Fertilizer Association 
In support of the Commission staff's proposal ce15.fo~ 

Fertilizer Association stated tbat volumetric subblockingunsvoieably 
cause:; discrimination among competing c~tomers and that: eiV'':'clin~ 
Priority 4 USers into those using. less th.m 1,000 1'1:c:£ per day 3D.d 

those using more than 1,000 Mef per day would create an undesirable 

incentive for customers to substitute smaller operations whiCh would 
be less efficient because of the economies of seale. 
Kerr-MeGee Chemical Co:rpo=ation 

Kerr-McGee Chemical Corporation supported the staff's 

proposal on the bases that the total voltrme of gas elevated to 

Priority 1 is. net extrexnely large, and. it would e11.,-r"ate needless 
ha-:dsb.ips among S1:Ialler uoru:esidential customers not protected £roc 
curtailment .. 
California Manufacturers Association 

'!he CMA took the poSition that SoCal's proposal is an 
unwarranted. departure from the principles enU1lCiaeed by the CotDm.issiO':1 

in Decision No. 85189 and that to adopt it weald be nothing more tban 

to3intaining the price-priority or price-volume system of curtailment. 
CMA stated that with the adoption of ~ staff's plan the =jority of 
the problems raised by SoCal would be solved and tllat all boiler 
fuel use in an end-use priority system should be treated alike. 

-10-



e e 
c. 958l et ale dz 

Discussion 

'!be issue before us is whether the end-use plan adopted in 
Decision No. 85189 should be modified as proposed by SoCal and the 
staff. 

'Ihe:e is merit in SoCal's position that the controlling 
factor in the priority placement should be the equipment <:at'abi!.ity, 

i.e., technological capability, to use an alternate fuel. However, 
it is difficult to reconcile th!.s position with SoCal f s basic 
proposal to include direct-fired industrial equipment in Pr10rity 4 
along with boilers. We also believe that volumetric subblocking 
within a single priority discr~m;nates among users ~~. is not 
conso~nt with the end-use concept. Thus, SoCal's basic propos.cl will 
be rejected but certain modifications appear to be in order. 

As pointed out in case No. 9642 in December 1973, the 
=ecord indicates a 7 percent margin of supply safety over f~ 
requiret::lents in 1973-74 but that by 1977-78 there is e~cted to 
be a ~k-day curtailment of firm gas su?plies. While the ~li£orn1a 
utilities have programs underway to gain new supplies, the state:' s 
overall Datural gas· supply is no brighter DJ:;W tban it was in 1973. 

:hus cu::;tomer::; whe~r served in the pa.st on a fSr.:.l o:r 
interruptible schedule, and regardless of ~eir volume demand, 

should prepare to· switch to an altern&te fuel. In this regard 
we would reemphasize the importance of conservation to extend the 

gas now ~vailable to those less able to utilize an alterDate fuel. 

In Decision No. 85189 we distinguisbed between gas £o~ 
~ndustrial boiler fuel use (?riority 4) and commercial boiler ~ 
(Priority 3). Notwithstanding the distinetion made there in 7 we 
believe, as argued by all parties, that a true end-use t>lan requires 
that the use of thegls and not the end produce should determine the 
appropriate customer priority. As pointed out and concurred in by 

most partieipants 7 a distinction based on customer classification, 
i.e., industrial .and commercial, rather t!lan how' the gas is used at 
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the bm:ner tip is a. social judgment .a:nd not based on the end-use 
concept. Accordingly we will provide that all gas for boiler use 
in excess of 750 Mcf per day shall be placed in Priority 4. 
Commercial and industrial customers ~o will be placed in Priority 4 
have extensive standby facilities and while not well aceus-eoc:ed to 
curtailments of natural gas, should be better able to operate for 
p~olonged periods on alternate fuel ~~ small interruptible customers. 
Should those commercial and institutional eus~omers now ut~~iz~ 
natural gas for boiler fuel feel that: they are unable to eon".rcrt ~ci:' 
system to an alternate fuel, they may apply to" the CoI:Dmission for 
special relief under established procedures. 

In Decision No.. 85189 W~ noted that the urgency of the 
situation as regards the ~earal gas supply required procpt ac-eion. 
That decision provided an init:Lal starting point but we recognized 
that selected cbaDges were needed. 't<1e believe that SoCal has raised 
a valid point in that small interruptible customers have historically 
experienced the least c'U:'tailJnent and are less capable of maint3.:tnir!g 
opera1:ioo.s during prolonged periods of curtailment. 

Under the price"priority curtailment system~ to obtain 
interruptible service interruptible customers were required :0 lllaill­
tain stanc1by faeilities. Under the end-use priority sys:em ado?ted 
many of these customers because of the 2mOUIlt of gas consumed on a peak 

day will receive the equivalent of fim service. 'l'b.c a.doption of lln 

end-use: system. places many customers in a higher service priority then 
wa.s available as .au interruptible customer.. Since these customers a.re 

-12-



e e' 
c. SSSl et al~ dz 

being afforded. the opportunity to receive a higher level of 
service and because they presently maintain standby facilities 
and have curtailment experience which prese:1t firm. customers cio 
not have, we believe those customers moving into a higher pnority 

should be curtailed before present firm customers who are in the . 
same priority category. Accordingly, we will requ.l.rc that present 
interruptible custom~s eligible for Priority 1 or Priority 2 service 
because of their peak-day requirements retain the standby facilities. 
Should curtailment of that priority class become necessary:) those 
C'.lStomers with standby facilities will be curtailed first .. 

While ease of administration by the utilities is an 
important factor in modifying the end-use ?lan, of equal l.mport::nce 
is timing.. Those customers of all classes who are cba~ from 
a fil:m or interruptible status to a priority cl3.ssifiea.tion .:t:.d 

historically have not experienced curtai~ent for a. pr~longed 
period should, if only for ecenomic reasons, be allowed su:£iciene 
time to convert their facilities to use a.lternate fuels .. 

In a<iopting the priority plan in Decision No.. 85189 we 
recognized that the system of allocation must: give the highest 
priority to tho~e customers with no feasible substitute fuel .. 
While considering the economic ~nd technological feasib11i~ of 
conversion to alternate fuels, we also recognized that some 
customers "WOuld be placed in a lower priority than tbat enjoyed 
undc= the ptiee-priorlty eu:rtB.ilment sclleme. 
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As explained in that decision it is extremely difficult 
to establish n priority system without some eustomers rec2iving b:!.gher 
levels of service than others Me. that the natural gas S:lPp.ly 
sit"..lation required the reassessment of customers' ability to 
withstand extended periods of curtailment axld not simply brief 
interruptions oce.:.:oioned by normal peak-day demand. 

We would note that while eert~in cti.stomcrs;p both sma1.l 3nd 
large, ~nd their processes appea::- to 'be disadvantaged as eompe.red to 

other classes of customers, the priorities plan adopted in 
Decision No-.. 85189 provides relief upon a showing by the injured 
pa.rty. 

For ease of administration for the utility, we will 
classify as Priority 1 all residential use and all other firm and 
interruptible use with peak-day demands of 100 Mef per day or less .. 
The ehauges adopted herein will further ease the utilities' 
adm~nlstrative burden with a minimal effect on the g~ available 
for all priority categories. 
Finding! 

1.. '!he legislative manda-ee that an end-use priority system 
provides for the most important public benefit and the greatest 
public need wi'l best be served by selective :nodific.atio:lS of the 
end-use system adopted in Decision No.. 85189. 

2. Smaller int~rruptible customers have historically 
experienced the least curtailment and are less capable of ma1:tudr.ing 
ope:'~tions during prolonged periods of curtailment. 

3.. The Commission staff recommends t~t the end-use system 
adop~ed in Decision No. 85189 be modified to the extent that existing 
interruptible customers haviDg a peak-day demand of 100 Mcf per day 
or less be pl;;z.ced in category Priority 1. 
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4. Present interruptible customers ........:i.th existing alternate 
fuel capability =d a peak-d.;,ty use of 100 Mc£ ;>er day or less would 
receive and undue advsntage over present firm customers with no 
alternate fuel capability if placed without qualification in category 
Priority 1.. If curtail.rrzent of Priority 1 becomes necessary, present 
interruptible customers with a.lt~rnate fuel capability should be 
c-u.r-.ailed before other Priority 1 customers .. 

5.. Present interruptible ct:Sto:ners using 100 Mef per d:J.y O'r 

less moving to Priority 1 should continue to maintain alternate 
fuel capability. 

6. Customers in Priority 4 .;tfter the changes adopted here~. 
and subject to extensive cur--..a1lment creating undue hardship should 
~??ly to the C~ssion for relief. 

7. Cba..:acterizing boiler use as eo=ereial or ind':lStri.al is 
not determinative of priority classification under the end-use 
ccn~ept. 

8. Large cocmercial boilers are more often in a better 
position to eo~tract for and use an altc~te fue: than are many 
small industrial customers. All boilers with peak-day demand in 
excess of 750 Mef per day should be placed in Priority 4. 
Concl't!sion 

The end-use system of allocating natural gas .adopted in 
Decision No. 85189 requires modification. 

ORDER 

IT IS ORDERED that: 
1. '!he end-use priority system established in Decision 

No. 85189 shall be modified as provided in AppendiX 3· attached 
hereto .. 

-15 .. 
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2. The order in Decision No .. 86178 extending the effective 
date of the tariffs filed pursuant to Decision No. 85189 is hereby 
rescinded.. Respondent gas utilities shall fil~ revised tariffs 
incorporating the priorities of service set forth in Appendix :s 
attached hereto to become effective October 1~ 1976. 

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

day of 
Dated at ~ P:-..Ioll.~ 

~t~:~MBER'. , 1~76. 
\ .. 

, california., this /",h 

COIlm1~S1~ner: Leo~";I!. Ro:::: ;':O~1~g' ' . 
.Dece=~r11y·a.b!lcn't _ 414 ~t ~"\rt'1C1pat. 
in 'tllo 41:po::1 t10Zl . o.t tb1s ;>roceeci:og. 
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APPENDIX A 

LIST OF ADDITIONAL APPEARJ~CES 

Petitioner: Robert J. Young, Attorney at Law, for Whirlpool Th.erapy 
Bath Industry. 

Interested Parties: Enright, Elliott &: Betz, by Norman Elliott, 
Attorney at Law for Committee to Protect California EConomy; 
Silver, Rosen, Fischer & Stecher .. by John Paul Fischer> Attorney 

. at Law, for City of Palo Alto; OtDonnel1, waiss, Wan & :;'uescbke, 
by Fredrick S. \.t1aiss, Attorney at Law, for Stauffer C".o.em:z.eal 
Com~any; JO!4'"1 G. L-yons, Attorney at Law, for himself; Mo::rison & 
Foerster, oy Charles R. Farrar z Jr.) Attorney at Law, for 
Kerr-McGee Chemical C!Orporatl.on; R. D. Twocey and R .. PoO Will, 
Attorneys at Law, for Metropolitan Water D1sttict of SOetliern 
california; R. M. Shillito, for California Retailers Association; 
Frit~og ~feson, for san Diego Energy Coa:!.ition; CoO F * Gotscb.:lk 
and .. Mc 3:ert~ for So~r Division of !nte~tioruaI :triizvester; 
PettJ.t, E'vers,& rein, by Susan L. Paulus, Attor:ley at U:'i1, for 
Owens-Corning Fiberglass Corp .. ; Echard A. Paul, Attorney at taw, 
for National Cash Register Compauy; teIand E.. Butler, Attorney a-e 
Law, for San Diego Pipeline Company; ~rl Sutton, for Ene:::'gy & 
Pollution InfOl:mation Council; H. CusEman Dow, Attorney at Law, 
for General Dynamics/Convair; R31eh E. SEid",.,ell, Deputy County 
Counsel aud Robert S::nothe=s, 15irector P acill. ties l'..3 intenanee, for 
County of San DJ.ego; Gerald R .. Younz, Attorney .et: !.,.aw, fo= 
Teledyne Ryan Aeronautical; Kenneth M .. Robinson, Attorney at Law, 
for Kaiser Steel Corporation ana Raiser Cement & Gypsum 
Corporation; .1el tha A. Wade, for california Water Service Company; 
Susan R. Bush, ttorney at Law, for Sunkist GrO"'.-1el:s, Inc.; 
wil1iem Em!ck, Deputy City Attorney, for Ci:y of Long Beach - Long 
Bea.ch <kls Department; Durlne, Phelps & MillS, by 1Iiarsball G. BeT.ol, 
Attorney at taw, for Swimming Pool Industry Energy COriServatJ.on 
Task Foree; Eldon R. Clawson, Attomey at Law, for Teledyne-J'A,ars, 
a Division 01 Teledyne Industries, Inc.; Richard R .. Senn" 
Attorney at Law, for Fafeo L .. A.; and Karns & Kiira5ian, by Edward 'L. 
Kunkel, Attorney at Law, for Reeycled Waste Products, 'Inc. > 
Specialty Paper Mills, Inc., .and Gabriel Container Co. 

C¢m:ld.ssion Staff: Rufus G. Th.eyer and Freda Abbott, Attorneys at Law. 
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APPEND DC B 
Page 1 of 4 

End-USe Curtailment 

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

2. The eriteria for categorizing the uses of Xlatural gas of the 
eustomers of record as of tlle effective ~:e of this decision 
is as follows: 

Priority 
1 

Description 
All residential use regardless of size. 
All other fi::m use with ~..ak-day del:lands of 
100 Mef/d or less. 
All interruptible use with peak-day demands 
of 100 Mcf/d or less. 

2-A Where primary use is as a feedstock with 
no alternati".re. 
Current firm nonreSidential use with peak-day 
demands greater than 100 Mcf/d: 

Where conversion to alternate fuel 
is not feasible. 
Where conversion to alternate fuel 
is feasible .. 

Electric utilities start-up and igniter fuel. 
2-B Current interruptible customers with LPG or 

other gaseous fuel standby facilities and 
peak-day demands greater than 100 Mcf/d: 

3 
4 

5. 

Where conversion to alternate fuel is 
not feasible. 
Where conversion to alternate fuel 
is feasible. 

Other interruptible customers with CPUC­
approved deviation from requirements for 
standby facilities. 
All use not' included in another priority. 
Existing interruptible boiler use ~~th 
peak-day demand greater than 750 Mcf/d. 
All use in. cement plant kilns. 
Utilitysteam-electr1c generation plants 
and utility gas turbines. 
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APPENDIX :s 
Page 2 of 4 

!he following definitions are to be associated with the eriteria: 

Alternate fuels: 

Boiler fuel: 

Feasible alternate fuel: 

Feedstock usage: 

Firm. customers: 

Interruptible customers: 

Peak-day demand: 

Residc~tial use: 

Industrial use: 

Nongaseous fuels; particularly 
excluding SNG, LNG, and LPG. 
Gas used specifically to fire 
boilers ~ regardless of the end 
usc of the steam produced. 
The condition of a customer who 
c'l.:r.t'en:ly has no capability of 
USing an alte~te fuel (as 
defined above)" but where conversion 
to alt2rnBec fuel is technologically 
possible and economically practicabl~, 
within the context of the customer 
in qu~stion. 
Natural gas used as raw material 
for its chemical properties in 
erea ting an end product. 
Customers currently purchasing gas 
u::nder fil:m. natural gas service 
schedules. 
Customers cur.cntly purc~sing gas 
under interruptible natural gas 
tariff schedules. 
A customer f s highest month's require­
ment divided by the nt:nber of days 
of operation in that month. 
Service to customers which consists 
of direct natural gas usage in a 
res~aential dwelling for space 
hea ting, air conditioning, cooking, 
water heating, and otber residential 
uses. 
Service to customers engaged primarily 
in a process Which creates or eba~es 
raw or unfinished materials into 
another form or product. 

Note: Industrial use is fur~er defined as uses in the 
categories fa.lling under Division :8, Mining, 
Division C, Construction, and Division D, 
Manufacturing in the Standard Industrial Classi­
fication Manual issued by the Executive Office of 
the President, Office of Managemen~ and :Budget. 
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Process gas: 

Electric utilities start-

APPENDIX B 
Page 3 of 4 

Use for which alternate fuels are 
not technically feasible such as 
in applications requiring precise 
temperature controls and precise 
flame characteristics. 

up and igniter fuel: Electric utility natural gas use 
whe=e no aleern2te fuel espability 
exists for: (1) heaticg the boi12r 
system adequately during statt-up 
to enable efficient oil burning to 
meet pollution standards; and 
(2) insur:i.llg continuous ignition 
and flame stabilization within the 
boiler. 
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