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Jecision rro .. 

In the ~tter o~ the ap,lication or 
?ACI~!C 'CJ..S ~';'D t.:I.EC':'?.IC CO!:?.tJr.l :for 
an order of t~e~ilroad Co--ission 
o~ t~e Sta~e ot Calito~1~, autho~iz~ ) 
ine ap~licant to e~ter into a v~itten ) 
agreeme:c:c wi tll TODD-C.u.Il-'OE.!~ B:.IP- ) t~plice.tio!l :-ro. 2J..,2;2 
3UILDD;c;. COF.?OPJ..TIO:: rel&.ting, eLlO:lg ) 
other things, 'to the sple~y the forner ) 
and ,~chese by the latter of electric ) 
power tor use in its Me.£!,!csiu.:l Plant ) 
located in the County o~ Senta Cl~ra, ) 
St-ate· of Ce.liforni~.. ' ) 

----) 

:~ .. W • DiJV),L, 245 ~ket Stree"t, Sen :Pre.::.C:isco, ~or 
!pplicant, Pacific Cas and Elect-ric Co~~any • 

... (,t.~..... O'''''OOT'l:' C1· ~ ... -ey ....... 0"1....... .. .. 0·,.,." <J 10.1 .. :"'\1 <J.. J,. ~" lJy ,/'~'" IJO.;;.... ,':"'."-' ... '"\. :. .J.JJ.:i:.., 

ASsiztc.nt City !·tt.orney, e.nd ?AiJ!.. :1:.. E'EC::. 
Chief Valuation Zneineery tor the City en' 
County o'! San ?ra~ciseo, 'by Ph.t"l. !... :3::CK. ' 

to'eIlterinto a 'v\'l'itten agree::lent with. the Tocc.-oali!orn1a Ship-

~uildine Cor~oratio~, ~erei~~ter so~etime$ called Custo~e=, 

relating D.:lOng other tM.ngs to the se.le anc. dc11yery, by. the 
, . , 

:for~e:- of elec-::-ie energy tor uzein Cuzto:::.er's :nc.enesiu:l :pla:lt 

located in ~he County of Sant~ Clara, Sta~e ot California. A' 

CO";,,! of' tbe.~ro::!osec. ae:ree!':'lcnt':::.arkod 'Exhibit "A""!.Z attJlchec. 
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to and ~de a ?art o~ the arplieatio~. 

A ,u'olic hearing was h~ld in t~e CO:"l:.!1zzicn" $ court-

roo:o. in San Francisco on o::ednee:day, June 11, 19J...1 at y!:.ich title 

f:l.:ld ?lace the matte:- was su'b!:litted to*t. decision. 

So~c of the ~o*te i~po:-t~t features and con~1tions of 

said pro!'ozed o.6I"ee!.'len~ :n::.:r be set forth. :he J'rovisions of the 

asree~ent :::.e.y'oe looked °J.pon c.s, first, e::tablisning t.he cO:ld1-

tions '\.Ulder .,.·hich e. te:,ore.rj service .,.rill be rendered., e..n.d, 

seco:1darily, the require:::ents if t::'~t service is to''beco:le of eo 

~ore per~~ent nature. 

Initially, ?acific a~rees to sell and deliver, and 

Custo::.er agrees to !,UX'chase and pe.y 1'or electric energ'lr:oased 

uron :::ax1:J.u:l c.e::landz which shall not be e;ree-te:- the.n 6,000 

kilovolt-a:peres at" Custo:er'"s new ;>la.."'lt which' is nov: unde:- CO:1-

struction to produce :nete.llic !."U'.gneoiu=.. '=he ::.e.g:esit.::. to 'be· so 

!,roduced ie: essentially tor t~e =e.nTlfact\:re 01: defense cv .. u11':lent 

required 'by the Federal Coverr~~ent curine thel':-esent National 

e:nergency. 

. " ' 

initial delivery to oe ~ce t=o~ F~cific's eY~$~ing 60 kV ~rans-" 

:.1ss10n circui t.s . '\':1 t.b. such ext.e~sioll and. in$~allat.ion· of :etering 

1'acilities as ::.ay 'be req1.:.i::-ee. fer reno.ering t.he service. Pro-

vision is likewise :ade 1'or a paJ~ent by Custo:ler towards the cost 

involved i:1 installine and re=.ovine zaic.·t.e::l:pora.rY"li:le.ext~ll3io:l. 

The ag::-e0~ent, i~ addition, ,rovides tor Cuzto:er stanc.-

ing the C9st e:t a sta:ccd zu:::. to:: the rcintoree:lent. of Po.cific~s" 
.' , ' :' .'" 

60 kvli:lCS and t'aci11:tics p:::-oyided Cust.OI:le:- find:: the.t" e.: :lore' 

se.tizfacto::y t~e ot se:-vice is c.ee:ed c.esi::-e.ble t=-an can be 

obtained oy::::.eans of ?acificTs ehisting 60kV linesa:o.d facilities. 

The te~ of this propczee agree~e~~, as it·relctes to 
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the initial ,lent during ,·;hat !:lay "oe looked upon as a trial' :period 

ot ol'eration, is tor a perioc. of nine :no::tr.s, provided that Cus':' 

to~er :ay at any t~e ~urine said nine ~onths exte~e the pe~ioe7 

and it so extendec.the contr~ct zh~l thereupon remain in full 

~orce and' etfect until the expi~ation ot tive yearc and as ~y 

,'be further eovel'tled,by other coneitions set forth in the !,ro-posed 

e.greement. 

!~ the, ,rocess in ,'the prod,uetion ot :ag::lesiu.:r! is v1ev;ec. 

as suceezstul by Custotler the acreetlcnt' ",rondes that ujX)::' the, 

election of Cuztotler to increazeit~plant ca,acity, and it~7 
, ' 

do this up to a total .::w.ximUI:lloe.d not exceeding 75,000 ki1ovolt.-

a::lperes, Pacific v:ill cnan€.e its service fro~l "the delivery at 
i 

60-,000 kv to 110,000 i:V, which will necessitate the construction 

otenew transmission line at that voltage extending from 

Pa.citie"s !~ewark cu:oztat.ion in Al~ed.o. COu:lt.y to Customer's 

::Jagr.cs1u:l plant - 0. distance of a,p!"o:::i!n.O.tely 16 :.iles. Accord-

inc to the ag:-ee:lent., Custo:er will a.dveJ:.ce t.o Pacific -:he ca1'ital· 

req,uired t.o o~i1d the 11:1e, "Ii!'.1cb. is csti:::o.tec -:0 cost i!lexcess 

of C450, 000 ~ The O'w:c.erzhi!', oJ:)crc. tio::J. and: ma.i:c:t~nan.ce 01' se.ic. 

line shall, however, l"e::.ain with :?o.cific. CO::J.ditions a::-ealso 

..set up under whicb. the ::oneysso ae.v~ced by Custorle:- for the.· 

construct.ion of the line ~y be rC~U::J.dec oy P~citic~, All ot the 

provisions und.er which re:und :::.ay bc.:.e.de :.eed not be recited here 

excel't to reCOu:lt that the general require::ent,s are 'that ·v'hen . 

Customer's 'oillint, ~hall exceed (;250,000'0. yearthe:l ?acii"icshc.l1 

retund to Cu~tOI:ler a su:::. equal' to one-tenth of the act"Je.l cost·· 

advanced. Under these e~aneed.conditions ot s~rvice the·te:rr. of 

the contract. is extended 10 years datin€, fro;:: the, t1:e del'ivory, 

is~irst :lade o.t the higllel" vol't~ge .. 

C~areesto·'oe :::Jade "07 :?o.ci:tic tor t.he service and pay­

ments in accorda:.ce ~~th those c~eos .ere set forth a:ld predicate, 
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upon the·tollowine rates: 

Detland Charp'e: 

$2.;'0 per kilovolt-a:.pere ot l:.ont.hly :lO.Xi:'u:l e.ema.nd 
tor the tirst 85,.000 kilovolt.-e:l'eres of monthly. 
~mumdeoend during eachcontractuel year here~der, 
which is here'by defined 'to :::ig:'.i!y each twelve ::lO:ltb. 
pe::-iod cO:cI:lcncing :::esl'ectively ,·1.t::: .. the date ott1:r~t· 
service· hereunder and v~i th tb.e conez:pondine. date ot 
each year thcreeit.er. . 

~2.00 :per kilovolt-a:~e:re of ~onthly =axi:~ de:and 
tor all kilo vol t-e.::perez or :::lonthly :le.xi::.u:::. de::and· in'· 
excess of said tirct 85,000 !<:ilovolt-a::.l'eres of :lOnthly 
:a:d.tl.'W:l de:::and durins each said twelve :lonth !,eriod .. 

The :laxi:n.UI"~ deo.a:ld in any ::::lontil will be the aver~e 
kilovolt-ampere delivery of the tb.irty .:ninutc.:l.nterval. 
in which such average is erecter than in any other 
thirty:inute interval in the ~onth. 

Shut-off·?rovisio!'l.: 

Pacific challhave the :::i~~t, u,on giving Custo:er 
cix Vleek:z -:.or1or .... 'l'i t~en notice of its intention so tro 
do, to co:npletclydiscontinue or J?a:::tially cu:-te:il the 
zu!"lyine ot electric :i'0wer hereunder tore. consecutive 
period not exceeding three ~ontts in e.~y,one calendar­
year and in that event ?acific shall not be liable to 
Customer for da:aees or othe~'~se on account o~ such 
discontinuance or curtailment. ?~ei1:ie ~~ll specify in 
such notice the ti:::.e of oegin::.i:.c 0": such shut dO"f1:l . 
and/or curtail:lent e.:l.d. will. also z,ecity, either in sue;:' 
n~tiee or az soon thereatter CoS p:-acticaolc J the ti:.e,ot 
ter::lir..at1on the:-eot .. pro",idec. ~ :o.o·'fever, that :?n.eii'ic:oay 
not require more than one zuch shut doi~ and/or curta11-
:lent in any calendar year.. ':'he :o.onthly ::lO.Xi:...u:::. de::e.nd· .. 
charee~nd the :::.onthly minimu: charge shall 'beadjust~dto= 
the, period o~ such shut. d.o't'ln o.nd curta11:ent :prolX>rtionately 
to the tractional :o.ont~3 and/or re~uced service involved. 
'O':pon reee~:pt ot such. w:-~:tten notice ot discontinuance or' 
curtail~ent Cu~tomer shall discontinue or cU::"tailits use 
of elect.ric pov,'e::- to the extent spec:i.:f'1ed i:l. such notice. 

~he :in~~ charge ~rovided, cxeeDt under s~ecial con-

dition.~ ot shutdo',-n, is at the rate of ::;12,000 !,or month.tor 

customer de:a:lds 'Il:'l to· o.nd including 20 ,000 }r..ilovol~e.::lperes ... 

Por de=andz in excccs of this a:ount, the agree:ent ~ro~iees that 
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in the prece:l1ng tV'el ve :.1ontns' period endine ,·1.~llane. including 

the current· billinc :lonth. 'Z'he rnnilt\::l charge, however, ,shall· 

not be less than ~:,)60 ,000 a year exce~t. under certain s~ec1al 

conditions as provided. 

Y.:. N.. ?. Sut.herlo.nd., the wi tnesz -tor Pacific,. 'test,i:'"!. ed. 

t.o the followinG maxi~~ revenues that Pacific could receive and ' 

the mini:~chargesthat cuoto:er would be required to pay tor 

the :axi:uc de~ds indicated: 

-evA -
6,000 

lO,OOO 
20,000 
J...O,OOO 
50;.000, 
75,000 

Annual Revenu£ 

~172,eOO 
27L..,OOO 
5lt...,OOO 
991...,000 

1,2;J...,000 
1,8;J...,pOO 

, 

An~ual ~in1:um Char~e 

$lL.t...."OOO. 
144~qOO· 
lu..,,000 
360,000 
:360,000 
540,000. 

The evidence of record clearly shows that the 'Pro,osed 

rete, which vrill averaee a.:oproximately 3 !lillz 'Per t:ilowatt-hour 

de,ending. uI'on the de:ane and UZJ:l+;e, is not intendec,' to', cover 
. , 

the,full,costz of rendering the service, and is accordingly sold 

subject to sh'l;:to:1" in aceo:-do.:lce 'V '1 tt. 'the J:'rovisions or 'the, rate 

heretofore q,uoted. It is or record that Pacific wouldollly 

exercise the shutoff provision ane e1scont1nue or partially cur-

tail the sur,lyine of· electriC se.-...vice duri::.t a pe::-:tod' o't .1'0'V"er 

deficiency v-hell such ::?O\':er 'was necessary .to su"ly. its. other fir.n. 

cuoto:er:_ The ra~~ ~rovided in the agree:ent is very similar to 

that accorded other larp,e.che~cal ,lantz that have z1:ilar load 

c~aracterist1cs. 

In juzt1'tyine; a. rate or this cbaracter p Po.cit1c :",e:pres-

cuts that it ie in fact dis~c3ing o~ a portion ot itzreserve 

J:'lant that it r:J.ust :naintaineJlcl v'oulC!. o::lly need durine' a dry "lear 
, ' . 

season at a -:1::e o~ a loss 0-: e. 1'r1nc11'al source of 'zu!'!'ly such 

as ldellt be occasioned by the failu:e of an i=.l'orta.nt tre.ns:lission 
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circuit or the outage ofa laree zte~ unit. !t'isrepresentee 

. that the shutoft provision provides the neeeSSarj~ protection, and 

t~uzany revenue rec~ived over ~~e actual out-ot-;,ocket coztsot 

:::-endcring the service ""'ill l"edound·to the benefit of.:?e.citic's· 

earninzs generally, O!ld so "rill' hell' contribute to. the SUl',ort . 

o'!the cost to render service to ?o.ci~ic's general .custo::lers~· 

~··hile it =-.a.y be said tr.at the record reo.so:.a.'bly establish.es this 

view, it likewise directs attention to the tactthat.es the =ag-

nesiu.'U produced is adjudged essenti~l durinr. the v.'e.l" cerceney 

it ::.2.y, fro:J. e. practical stc.nd!,oint., be 1=.poss1"ole for :?aci~1c· 
.. 

to pll:.r~ica11y e~crc!.se the sh:utot1"· :erovision and. th.us discontinue 

or curtail service. It v.~z also brought out that. in-addition to 

the :ourcl:le.ze ot the elect:ical req,u1rc::lent:::under the ~roposed. . 

aeree:rn.ellt, Cu:;to::::ler would utilize le:ge qUa!ltities of natural gas 

tro:l the a~:plice.nt1n the,roG.uctio:l process, wh!.ehgas V1ould·be 

,'I.l.rchc.sec. uncle::- sur:olus ratos e.nc. VoIOulc'l. o.ccore.1nsly be subjeet 

to shutoff. Since under no~l oondi'tion~ o~ su~plyand de:and 

?acitic usually l"inc.s it necessary "to sl:ut o'!'f le.:ee low re.te 

SU!'l'lus gas custo:ne:-s durin,: !'ortions 0-:' the heo:t.ine see.son:·ee.cl7. 

yea:::", it. v:ould . ar?oo.r that the a6.equacy of ee.s supply my well 

be the controllinc teatureas to the continuity of the .o,erations 

ot the :e.gnesi~ ."le.n't. !n this r'3s:pcct , however,· i't isot reeo::-d·. 

that Custon:.er 1'ro!,05es to ~o arrange its processo!'erc.tions·as 'to 

be able to conti:~ue :p::-oc:uction to'!' a. period of tiz:.e after gas 

service is' shut ot.t. :'bese !"1Attc:-z ot sr.utoft, . in.' rt.y opinion, 

ooy e1verise toceriouo co!~:nlications in 'the actual :perfor:le.:lce 

inthecarryin~ out o~ t~e ~rovicions of the aeree~ent • 

.:J.ssion's continuing jurisciction :tn accordance v'itt General Order 

!Jo. 53. 
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P:tter giving ".."eight to the :o.any considerations .involved 

in this pro~osed agree~ent end the a~p~ent real necessity of this 

nation's zecuring a::. addi tione.l suprly of ::agnesi w:." it is :y con­

cl~s1o::. th~t the aforesaid egree:ent stould be authorized thoue~ 

difticu1 ties !'lay 'be eXl'erie:lced in cal"ryine; out its l'erfornanee ~ 

!n t.llis . latter respect it will 'be ex:Peeted that the. parties \':11l,' 

look to this Commission for a tair and e~uitao1eadministration 

01' any di!~ieultie$ as to price adjustments and sup~ly that may 

arise. . 

At, the :public heari:lG on this matter.,. heretofore. :len-

tioned', no one a!lpeared to ,:rotest the erantine ot t~e e.!):plication 
, " ,., .. , . 

and I recoa::1cnd the .tollo""'ing tor!:]. ot Ord,er,,: 
,.. 

A ,ublic hearing havinG been had in the above entitled 

application, the ::l.O.tter having been fully consid.ered, anc,'sutti-
. "" . 

cient cause. appearing, therefore, 

IT IS ORDERED tt~t Pacific Ce.zand'Electric Comp~~y ~s, 

hereby authorized to enter into that cert~in propoced agreement 

I 

~m. th the Todd-Calit'orn1a Sb.il'bu1ld1ng Corpora.tion 1:0. subst.e.ntially 

the Sa:l.e fOrnl as set forth in Exhibit''';'' ft atte.e:'edto· the 'arl'lic'a-

tion ane'to r~nder electric service to said Todd-Ca11tornia 51:.i1'-. ' 

building Corporation at the rates end under, the'te:r::lS end condi­

tions sot forth in said agreoment and to othe:-v.-ise, j/ert'or:::. the 

covenant.s thel"ein set :'orth; :provided , however, tllattne aut!lor1ty 

herein granted shall no~ be' taken as 11:" ting 'the Co::::ll1ssion" $-' 
, . , . , 

authority to:lOdity or, set, aside such c-tree::.ent oya:opropriate 

ord.er. 

Pc.eitie Cas and Electric Company shall tile' t~'o (2) 

co,ies 01' the agree:oent "lith the Co:l!'llission within thirty,(30) .. 
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days a!ter, its execution. 

Authority herei~ granted shall beeomeetteetive on the 

date hereot. 

The foregoing Opinio~ and Orde~ are hereby ap~ro~ed end 

!iled as the O~1nion end'Order ot the Railroad ComQission ot the 

State 0'£ 

day of __ --;.~~::.=. ___ _ 


