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Decision No. “VIDY

BErORE TEE RATIROAD COIDIISSICON OF IEZ

In the Matter of the avplication of
DACIFIC GAS AND ZIECTRIC COLIRANY,

a corporation, for an order of toe
Rallroad Commission of the State

of Califoranie authorizinzg 2pplicant
to enter into an agrecment witk
Shell Oil Compoany in words and
figures contained in form <therefor
waich iz hereunto annexed and marked
Ixhibvit "AM of Exhivit No. 1 there-
of, otc..

application No. 216358

BY TEE COMMISSION:

ORIXIO}

"

Paclilfic Gaos and Zlectric Compeny heas aprlied for an
order authorizing caid applicant ©o enter into e proposed
written agreement with Shell 0il Company, a copy of which iz
attached to and made a part of tho applicetion. Tkhis proposed
agreerent between Pacific Cas and Tlectric Company sometimes
hereinafter referred t0 as Pacific and Shell 0il Company as
Snell makes provision among otier things for (1) the sale
end delivery of olectric ezmergy and steeam to Shell bdy Pacific,
(2) the ecornstrucstion and operation of & steam~electric

generating plent by Pacific on vroverty adjacent To0 relinery

02 Shell et Martinez 4z the Coumnty of Contras Costa, State of

Colifornin, (3) the delivery of feced water at s8id stesn
plexnt by Shell and (4) the purchese of fuel oil by Pecific
from Shell for use in said steax plant, all sudject To and

upon terms and coxnditions ir cald proposed sgreoment sot forth.




Shell ras been supplied electric sexrvice at its

Yertinez plent by Pacific for mery years and is presently
supplied under the latver's filed Schedule P-30 pursuant
to terme of e five year agreecment dated Jamvary 30, 1936.
Taoe amount of electric energy so purchesed during tke yesr
1937 was epproximately 25,000,000 KWEZ. with a load factor
of 80% and power factor rexging from 96% Lo 97%. Thae Shell
Compeny is ineroasing its steam end electric reguiroments,
it being enticipated that aanuel useges of olectric onergy
end steam will iz the xear futuro ve 31,000,000 XVE. 2ndé
2,000,0C0,00C 1bs. of ctoex ros3poctively. Unless lower
electric power rates than ero provided by Schedule P=30
car be secured, Shell, according to reprosontetions of
Pacific, proposes to insztell {ts own steax eloctric generating
plant.

Snell Compeny recuires substential esmounts of
3team for its oil refining process which needs are now
gerxerated in Lts own voiler plent while electric power recuire-~
zents as heretofore steted are et present suprlied by Pacilic.
The steam thus reguired caz be mede ir conjunetion with the
production of electric onergy more ecozozically in a single
plant genorating and using aigzh precsure stozxz than by
vresent production of steam and electricity in separate pleants.
Toe avelleblility of relfinery waste Zuel in the Zforms of
sludge, tors, waxes, end geses with the fact thet tho con-
sumer, by virtue of belng iIn the generszl petroleum business,
mey furnizh these (0 Peacific rfor utilization under the bBollers
t0 the adventage of hotlk.

To roétein the Shell Compeny's business without

detrimontel effects to existing corxsumers of Pacific, the latter




mst secure cll possible ecoxomies inmherent in supnlying powor

developed from procezsed steexm. To accomplish This purpose

requires the comstruction and oporation of e steem electric

generating plant adjacent to Shell's oil refinery. Paclific
proposes To bulld o 2igh pressure steem electric plent to
consist of a single 35,000 Zw. turbo-genorstor unit and three
boilers each of a capacity of 200,000 1bs. per hour with
accossories, at a capital cost of approximately $5,000,000.
In addition to serving Shell said plant will provide additionel
necessary generaving cepecity for Pacific'’s system oporations.
Tae following rates for the sale end durchase of clectric
ozorgy are provided by tho vproposed egreement:
(&) TFrom lMay 1, 1937 to April 30, 1938, inclusive,

in sccordence with Pacific’s Sckedule P=30, a

truo ¢copy of which is attached to the epplication

and mede e pert thereol; end

Jrom may i, 1938, until seid steem plant shall

be placed in operation four and one-half (4%)

wills per kilowatt-hour, and

For the remainder of the term o2 the agreement:

Demand Cheree

irst 5000 kilowatts or lLess of monthly meximum
demenbesscscnannnsesawd,250.00 DO TOTTR

1 Over 5000 kilowetits of momthly meximum demand
cresencecesseaple20 DOT kilowatt por month.

The meximum demend In eny month will be the average
Xilowatt delivery of the thirty (30) mfinuvte izterval
in which such delivery shell ve greater then in eny
other thirty (30) minute intervel in thet month.

Quantity Charse ver Xilowstt Four: (in eédition
to Lemand Cherge):

One=helf (%) mill, and in addition thereto Shell
shall deliver *o Pacific at sald steam plant 0.0021
barrels of fuel o0il or the equivalent cuantity of
substitute fuel, and Pecific shall accept substitute
fuel when offered by Shell in lieu of fuel oil.




The followling rates are mrovided by vhe proposed
agreement Jor the seale and purchase of steam:

Derand Chsreeo:

Tor montaly maximum demend of 325,000 pounds or
.x.e.:w.......................-....yz 250 OO '001‘ mon.th

The meximunm domend will ve the evers. £e stean
delivery of the uirty (60) minmute interval in
which such delivery is greater tiaxn in any other
sizty (60) minute intervel in that month.

Quentity Charsme: (In eddition to Demend Charge):

Flrst 125,000,000 1bs. per month..$0.02 per 1000 lovs.
411 Over 125,000,000 1bS. per month..30.015 per 1000 1bs.

And in additiom to payment of the foregoing retes
Shell will deliver t0 Pecific at sald steex plant
for each 1,000 pou_do of steenm delivered 0.265
barrels of fuel oil, or the egquivalext quentity of
substitute Tuel, and Paclific shall accept substitute
fuel when offered by Shell in lien of fuel oil.

In addition ¥o the rates provided in the proposed

agreement for the sale and purchase of eleciric energy axnd

steam, ard tho delivexy 02 fuel +v0 Pacific dy Shell in excharge

for electric energy end stesnm, the more Iixportent features of
the proposed agreement are:
1. Obligations of Shell Coxpeny:

(&) To take all electric energy recuirements
trom Pacific Cormany up to 19, 000 Kilowatts,
oxelusive of thet vhich mey vo generatod
Zrom Shell Company’s existing szall nlaxnt,
whick it stipulates will not be enlerged.

7o meintein and operate itz electric energy
consumirg equipment SO that the delivery of
onergy under the contract shell bve at
power fectoxr of et least 85 per cent.

To take al; atean requirements Lrom Pacilie
Compeny at o pressure of 160 pounds per square
ireh exnd 50 degrees F. superheat, and at e
rate not to exceed 325,000 pounds per hour,

in exzcess of that which Stell mey at i%s
option generste in its exist: 228 voilers.




That it skell =mot utilize high pressure steanm
for generation of either electric or meckharnical
power 12 It vecomes necessary for Shell 4o
instell Its own steam generating plant to fule
£i11 needs in excess of those specified in

tae contract.

(e) To deliver cuantity of feed water at its expense
to Pecific Company, ecuel in pounds to the
pounds of steam received from the latter.

2. Obligations of Pacific Company:

(&) To oporate end maintaelizn Turbo generastor es =
stendby unit et 2ll times whexn it ic not boling
used for generation.

(b) To cecept substitute fuel when offered by
Shell Compary in exchange for electrie
onergy axd steem.

To purckase at lesast 375,000 barrels of fuel

oll during each three-year period Zor %the
operation oX zalld plant, at tho average

posted price thereof, or to pey Shell

Company 12 c¢onts per barrel £or the deficiexncies
of zuck purcheses.

The length of the torm of the proposed contract

assures Facific of the consumer's business for a long period

of time to the bvenefit of both parties, which appears necessary
t0 the economic success of the project iz view of the substanticl
emount of the investment reguired and the life oxpectancy of
equipment ixvolved.

It appoers reasonadly clear thatv the rates offered

by the contract for electric service, approvel of wkick ic
sought, are necessery to meet the competitive condition and to
retain the business of the 01l company. Tae electric and steam
service to be performed at the rates provided in vhe coxntract
must be viewed as en electric corvice only end the total revenue
therelron should be considered as celecvric revenuwe of this
utility.

It further appears ressonedly clear that the construction

end operation of the steem electric plent end the retention of




the business of tiae Shell 0il Compery at the proposed contract
reves aad under the other contract provisiorns will not con-
stitute e burden upon other consumers, dut will tend t0 tao

bonefit of szuch other counsumers.

The Pecific Gas erd Ilectric Compeny having f£iled

the adbove titlod application, the Commission being of the

opinion that & public hearing thoreon is zmot necessary and
thav the application should be granted, therefore good
cause appoaring,

IT IS EEREBY ORDIRED vhat the Pacific Cas and
Zlectric Compeny be and it is hereby authorized to execute
2n agreexent with Shell Cil Compary containing the ssme
teorxzs and provisions as the proposed agreement filed in
this proceeding ac Ixaibit "A™ and Is herebdby further author-
ized to cherge the rates seﬁ forth in said agreement rfoxr
electric energy and steexm supplied to Shell CLl Company at
its refinery at ilertinez, Contre Costa County, Celifoxmia.
The Pacific Ges and Zlectric Company cshall file a copy of
the executed agreoment with the Commission witain thizty (30)
deys aftoer Lts oxecution.

IT IS ZIZRZBY FUATEER ORDZRED thet the Paclilic Gas
and Zleetric Company, untvil otherwise directed by the Rail-

road Cormissiorn, shall on its records end in repoxts to tk




Railroad Comxission, rocord the revenues, both electric and
stecm, derived under salid spgreement, under the appropriate

electric operating revenue accounts.

e authority herein granted shell hecome effective

on the date heroof. , 77/
N

Deted st San Franciseo, California, this _ /7 7
day of Januvexry, 1938.

<

vf"'
Commissigners.




