Decizion No.

BEFORE THE RATLROAD COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Applicetion of
PACIFIC GAS AND ELECTRIC COMPANY, e
corporation, for an order of the
Reilroad Commission of the State of
Californie authorizing epplicent to
enter into en agreement with UNION
QIL COMPANY in worés and figures
contained in form therefor which is
hereunto annexed marked Exhibit ™A"
of Exhidbit No. 1 thereof, etc.

Application No. 21846

R. W DuVeal, for Applicant
L. S. Ready for Water Project Autiaority
of the State of California.

WAKEFIELD, COLDIISSIONER:

Pacific Gas and Electric Company has applied for an order
authorizing sald applicant to enter into a proposed written agroement
with Union 0il Company, & copy of which is attached to and made a
part of the application. This proposeld agrecment, for the term dr
twenty years subject to modifications therein expressed, detweed
Pacific Gas and Electric Company, sometimes hereinafter referred
to as Pacific, and Unlon 0il Compeny, as Union, mekes provision,
among other things, for (1) the sale and delivery of electric
energy end steam to Uniom by Pacific; (2) the comstruction and
operation of a steam=-electric generating'plant by Pacific'on proper~
ty adjecent to refinery ¢f Union at Oleum, in the County of Contre
Costa, State of Californie; (3) the delivery of feed water ot
said steam plent by Union; and, (4) the purchase of fuel oil

by Pacific from Union for usge in séid steax plant, all subject




to and upon the terms and conditiorns in seild proposed agreement
set forth. A public heering on the application was held on May
10, 1938, and the matter was subzitted.

Union hes been supplied electric service at its Oleum
plant by Pacific for meny years ard is presently supplied undexr the
latter's filed Schedule P~30, pursuant to a five year agreement
dated Jenuary 23, 1936. The emount of electric energy so purchased
during'the year 1937 wes 10,478,400 kilowett-hours, with a load
factor of 73 per cent and a power factor ranging from 86 to 92 per
cent. according to evidence adduced by epplicent's witness, Union
has been increesing and will, Lfrom time to time, increase 1ts
electric power and steam requirements and therefore proposes o
install and operate its own steam-electric gemerating vlent to
fulfill its entire requirements unless & rate can be secured for
electric power lower than thet available to it under Schedule P-30,
which, at present, affords the lowest riled rete for service
furnished to this consumer.

Union requires substantial emounts of steam for its oil
refining processes, which needs are now generated Iin I1ts own boiler
plent, while electric power reguirements, as heretofore stated,
are at present supplied by Pacific. The steam thus required can
be made in conjunction with the generation of electric erergy
more economically in a single plant producing and using high
pressure steem, than by present production of steem and electricity
in separate plents. For the dual purpose of generating steem
and electris energy in o single plant Pacific, in accordance with
the provisions of the agreement, will bhave refinery waste fuels
in %he forn of sludge, ters, waxes, gases and petrolewnn ¢coke
~available, whick can be utilized under bollers to the advantage

of both Union and Pacific.




To retain Union 0il Company's business without detri-
mental effect to existing c¢consumers of Pocific, the latter must
secure to itself all of the possidle economies inherent in
supplying power developed from process steam. To accomplisk this
purpose re¢uires the comstruction and operstion of a steam-elec-
tric plent adjacent to Union's oil refimery. Pacific provposes
to construct a high pressure steam-ele¢tric plant to consist of
a single turbo-generator unit of 44,000 X,v.&. capaclty and tiaree
boilers to operate at & pressure of 1,500 pounds per square inech,
with accessories, at & cepitel cost of $5,000,000. In eddition
to serving Union, seld plant will provide additionel necessary
gonerating capacity for Pecific's eleciric system operstlons.

The following rate for the sale by Pacific end purchase
by Union of electric energy and steam are provided by the proposed
agreement:

ELECTRIC RATES:

() From Jenuwery 1, 1938, to April 30, 19%8, inclusive, in
. accordance with Paclfic's Schedule P-20, & true copy of
which is ettached to the application and made a part
thereof; eand

(b) From Mey 1, 1938, until said steam plamt shall be placed
 in operation, four end one-half (4%) mills per kilowatt-
kour; and .

(¢} For the remainder of the term of this agreement:

" Demand Charge: (which chall be inm eccordance with Schedule A
) hereof until such time as Union shall request
thet Schedule B hereof be substituted there-

ror,_whereupon bes@ggigg i A% nng IIIEE

regnlar date thereafter for reading of meters
at sajid refinery and ceantinuing during the

remainder Of the term Lereof Schedule B shell
apply)
Schedule A: '

-—*:_-—-———- .
first 3000 kilowatts or less of )
nmonthly maximum demand.sesvceececcees $4000 por month

. Next 2000 kilowetts of monthly :
Lec 30907 . :
6‘“ \}'0/—"'"‘7 mammdmd.......--..--..--oo-.- 5?1-03 Per K.w. per Mo.
Chtanry it 07132 All over S000 kilowatts of monthly .
\/a/"_l 277/}’ maxm dmd........-oooooooooo-oo é’l.go n n " n




Schedule B:
- First 5000 kilowatts o> less of
monthly maximun demand....... cease. 6230 per month
Al). over 5000 kilowatts of moathly :
meximum demand.eceesceccccocsans .« %$1.20 per K.w. per Mo.

Toe maximum demand in any month will be
the aversge kilowett delivery of the
thirty minute intervel in which such
delivery shall be greater then in any
othei thirty minute interval irn that
zonth.

Quantity Charze - Per Xilowett-hour: (in eddition to
Demand Charge.)

1/2 mill, end in eddition thereto Union shell
deliver to Pacific at sald steam plant
0.0021 berrels of fuel oll or the equivalent
quantity of substitute fuel, end FPacific
shall accept substitute fuel when offered
by Union in lieu of fLuel oil.

STEAM RATE:

Demand Cherge:

For monthly meximum demend of
275,000 DOUNAS O 1OSSeesessssecsss 32,000 per month

The meximum demend will be the average
steam delivery of the 60 minute intervel in
which such delivery is greater than in any
other 60 minute interval in that month.

Quantity Charge: (In addition to Dememd Cherge)

First 125,000 pounds per month.e..$0.02 per 1000 1bs.
All over 125,000 pounds per monthes.. 0.015 " " "

And in addition to payment of the fore-
going retes, Union will deliver %o Pacific
at sald steam plent for eech 1,000 pounds of
steam delivered 0.265 barrels of fuel oil or

the equivalent quantity of sudstitute fuel
when offered by Union in lieu of fuel oil.

In addition to the rates provided in the proposed
agreament for the sale ard purchase of electric energy and steam,
and the delivery of fuel to Pacific by Union in exchange for
electric energy and Steam, the more importemt feetures of the

proposed agreement are:




1. Obligationes -of Union:

(e) To teke ell electric emergy requirements

. from Pacific up to & meximum demand of
15,000 Xilowatts in excess of such electric
energy 2t Union shell generete by its ex=-
isting generating ecuipment installed 2t
seld refinery.

To maintain and operate its electric energy
conguning cquivment so thet the delivery of
energy under the ggreement shell be et a
power factor of at least 85 per cent at seald
steeam plant.

To take from Pacific all steam necessary in
the operation of sceld refinery, at a pressure
of 160 pounds per square inch with 60 degrees
F. of superheat, provided Union shell have the
right to generate and use steam up to0 & maXe-
imum rate of 20,000 pounds per hour if such
steam shall be generated from waeste heat
sources only &t the refinery, and further
provided Pacific shell not be reguired to
deliver steam ¢t 2 rate in excess of 275,000
pounds per hour, end Union shell bde entlitled
to obtein steem above that rate of delivery
from sources other then Pacific.

To deliver quentity of feed weater without
. charge to Pacific which will equel the
pounds of steem delivered by Pacific.

To reimburse Pocific for imstelletion of

equipment necessary to bc added to plant
for purposes of using petroleum cokee.

2. Obligations of Pecific:

To epdeevor %o construct said steam plant

:feady for operations not leter them July 1,
940,

To eccept subsvitute fuel in lieu of fuel
0il when offered by Uniox in payment for
electric encrgy and ctealls




(¢) To purchase at least 375,000 barrels of fuel oil
. within each three-yeer period for the opereation
of sald plent, which fuel 0il shell be over and
ebove such fuel oil or substitute fuel as Pacific
may receive In payment for electric emergy and
steam, oTr to pay Union 12 cents per darrel for
deficiencies velow the minimum quantity stated
herein.
To install furneces under boilers at its ex-
- pense, sultable to burn petroleun coke when
sald boilers are equipped with pulverized fuel
burners.
The length of the term of the proposed contrect essures
Pacific of the consumer business for a long period of time to
the benefit of both perties, which appears necessary to the
economlc success of the project in view of the substantial amount
of the investment required amd the life expectancy of the equip~
ment involved.
Svidence was offered by applicant through its witness
to show that the relation of system load during the yeaxr 1940
and the 4ry year generating capabdbility of its plamts will be
suck that additional generating cepacity will be Trecuired to
afford a reasoneble and safe margin of excess capacity. The
Plant is intended to fulfill, in part, the system demend tor
additional generating capacity, ir addition %o the purposes here-
tofore described.

It appears reasonably clear thet the rates offered by

the contract for the electric end steam service, approval of

which is sought, are necessary o meet the competitive condition
and to retein the business of the oll company. The electiric

and steanm service to be performed at the rates provided in the
proposed agreement must be viewed a3 en eleciric service only,
and the total revenue therefrom should be counsidered as electric

revenue of this utility.




It further aprears reasgsonadly clear that the construction
and operetion of the steam electric plant end the retentlion of the
business of the Union 0Ll Company at the proposed contract rates
and under “he other contract provisions will not constlitute & bur-
den upon other consumers, but will tend to the benefit of such
other consumers. We are of the opinion, therefore, that an order
should be made autﬁorizing applicent to enter into the proposed
agroement filed in this proceeding as EZxhidbit "A." I recommend

-~ -

the following form ol order.

Tne Pacific Gas and Elec¢tric Compeny having filed the
above titled applicesion for en order epproving that certain
agreement described inm the foregoing opinion; public hearing
heving been held or said epplication, and good cause appeering
therefoT,

IT IS EERE3Y ORDERED that the Pacific Ges and Elec-
tric Compeny be and it i hereby euthorized to execute an agree-
ment with the Union Oil Compeany contalining the seme terms end
provisions &s the proposed agreement f£iled in this proceeding
as Exhibit ™A," and it is hereby further authorized to ckarge
the rates sét éorth in said agreement for electric energy and
steem supplied to Union Cil Compeny at its refinery at Oleum,
Contra Coste County, Celifornie. The Pacific Ges emd Electric
Compeny shall file a copy of the executed agreement with tke
Commission within thirty (30) deys after its execution.

IT IS EERESY FURTHER CRDERED that the Pacific Ges and
Zlectric Cémpany, until otherwise directed by the Rellroced

Commission, shall, on its Tecords amd in its reports to the




Reilroad Commission, record the revenues, both electric and steanm,
derived under said agreement under the approprlate electric operat-
ing revenue accounts.

The foregoing Opinion and Order are hereby approved
ard ordered filed as the opinion and order of the Railroad Com-
mission of the State of California.

M‘h"
Dated at Sen Francisco, Celifornie, this 44 day
of May, 1938.

/\\/M%M/AA—%
B/ B,

T Commissioners V%,ﬂﬁs




