
371.1S Decision No. _____ '_ 

BEFORE Tr~ RA~~OAD COMMlSSION OF THE STATE OF CAllFOR1~A 

In the ~tter of the application 
of PACIFIC GAS A!.TD ELECTRIC 
COM? ANY for at. order of the Rail-
road Commiosion ~uthorizing ~opli
cant to enter into a written 
agrce~en.t with PERUAN:ENTE CEMENT 
COMP ~NY, in word~ and i'igo.,:re s con-
tained in the form therefor, which 

) 
) 
) 
) 
) 
) 
) 
) 
) 

is hereunto annexed, marked ) 
Exhibit "A 'I, and mo.de a. part hereof •. ) 
(G~~ Service-Santa Clara County) ~ 

Ap~lication No. ~6069 

R. W. 'DuVal, for Pacific Gas and Electric Company. 
Thelen, Marrin, Johnson & Bridges, by Thomas K •• 

McCarthy, for PermAnente Cement Company an~ 
?errnanente ~etal$ Corporation. 

ROWELL, CO~SSIONliR: 

OPINION -------
Pacific Gas and Electric Comp~~ re~uests authority of the Commission 

to enter into a supplemental a.gree.:nent with Per:nanente Cement Company relative 

to the furnishine of natural gD.S for the entire i!'ldustrial req,uirements of the 

cer.lent a..'\d magne"ium plants op<:lratcd by this customer and it.5 a..1'!,iliated com-

pany in Santa Clara County. The consum::atcd agredcnt is set forth as 

Ex."libit "~,, attached to th~ ai=>i=>lication. 

~ public hearing on ~"lis application wa.s held in the Commi~~ion'z 

Courtroom ir! SM Fro.nei~co on M.,"_y 1, 1944, before Co.t:U:li,sioner Rowell, at which 

time evidence was t~~n ~d the ~tter submitted tor decision. 

The original agreer.lent dated September 28, 19;9, W3.~ made ..... 1.th 

Pcrmanente Corporation (now Pe~ncnte Cement Company) ~nd covered ~crviee 

to two cement kiL~z, one lime kiln ~'\d low pressure boilers having an aggrc~tc 

ces.p.'lcity ot 50 hp,. and by a supplementp.l 2.g:t:'ce:nent da.ted April 22, 1940, wn.s 

~cnded to include ~rvico to n third cc~cnt kiln. 

-1-



;,-26069 __ 
BE 

In UIJ.y, 19U, an p...rfilip-te, Todd-C~irorni~ Ship Building Corpor~tion 

(new Permnente ~et"'l~ Corpora.tion), bcg.3.."l' the production of z:a.gncsium .'lnd 

used for cooli."lg' purposes the gas being purch:lsed before it pc. ssed to the 

cesn~nt m:Ul. This w.::.~ p~rrr.it.ted under .'l second 5upplemental a.greement dat.ed 

Mo.y 26, 194.1. ;., rurth~r supply of gas wn.s obt~ned by e. second. o.greement 

dat.ed :;'~'j 26, 1941, covering :service to Il fourth cement kiln. 

Permanent~ Metals Cor?or~tion is now engaged. in prodUCing '" certp~ 

str::l.tegie m.."teria.1 for the Chemical W~!n.re Service of t.he United States Arrr.y. 

Although it h~$ root been reeo~ized ~~ ~ customer or Pacific Gn3 And Electric 

Cornp..1.ny, the import:'l."lce of th!.!! JT'~'lt.er!.31 cf.l.used the Wor Production Board, on 

December 16, 1943, to issue a directive to the com~"ly prohibiting eurt~l-

mcnt or ~s u:sed in cOMection wit.h its production. 

The continuance or s1.lrplus gas service under these conditions vms 

deemed by Pacific Gas ~~d Electric Company to be in.viol~tion of the Co~~s-

sion's Decision No. 35455, nnd. .'l.ccordinglj, on.DeceJ:lber 21, 1943, it ttdvi3cd 

the customer that beginning December 22, 1943, all ~3 supplied there~fter 

would be furnishod and biU~d in ~ccord~ncc with th.:,.t dc:cision. The account 

wa~ then transferred to the eo~~~yls Schedule 0-40 applic~blc to firm indus-

t.ri~ gas service, This ~ctio~ led to protract.ed negot.i~tions which resulted 

in the supp1e~ental agreement. now b~fore the Commis~ion. 

The ~grccment provide~ that deliveries thereund~r shall not exceed 

640 Mct per hour or 15,360 ~cr per day and the r~te therein i~ a3 follows: 

·From December 22, 1943, to October 15, 1944 - 17-1/2 cents 
($.175) per thous.~d cubic teet. 

Monthl'j ~ir~um Charge - $10,000.00. 

Frol'!l. OctOber 15, 1944, to Decem'ber 21, 1944 - 21 cents 
($.21) per thou~~d cubic feet.. 

The ~d r~tcs arc ~bject to ~"lcre~se or decree~e on the 
bllsi:: o! l~ per 1000 eu.!'t. for ~ch 61- per barrel increpsc or 
decrease, respectively, in ~~e mnrket price of fuel oil, ns 
rceul~r1y quoted by t.he St~"ld~rd Oil Company of CAlifornia, 
from $0.90 por bbl. f.o.b. Richmond, char~e to be to the nearest 
one-tenth cent ~nd to become effective on all rcgu1~ met.er 
reA.dings t.1.l.ken on <:Ind atto!" the 30th dAy tollowing such ehMge 
in the price of oil. 
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The s~d rates, are ~nscct on the for.egoing tuel oil· cl~u~¢ 
~n~ th~ present p03~ed price (cftective April JO~ 1941) of 
iO.90 per bnrrcl quotc~ by the Standnrd Oil Comp~y of C~liforn~ 
t.o.b. Richmond refinery. 

The mArket price of fuel oil w~~ incre~sed to $1.15 per 
b<lrrel eftcctiv~ April 1, 1943, but the ~djustl:lCnt in the above 
rates correspondir.g to th~t increase wps.tempor~ly deterred 
by authority of Deei~ion No. 3632). 

The first portion or the r::l.te W<lS designed tor th~t tim¢ of the' ye2J" 

when there, is little prob.:l.bility that the CO::lp.3!lY will be colled upon to O\lrn 

oil in its ste~ eltctric generating pl~~ts in order to rele~e ~s to the 

cement company. 

T,he second portion or the rate is designed for that t1me when the 

company may be called upon to burn oil to accomplish this, and the rate of 21i 

per Mcr is practically theequiv~ent or the cost or fuel oil so us~d. 

During the term of the agreement the existing surplus natural gas 

contracts between A?plicant and the cement com~'ny are to be inoper~tive~ but 

service ~~ereunder is to be re-est~blished upon its termination. 

The tem of the agreement is from December 21, 194.3, under December 22, 

19J...4., unless ~oner terminated by the cement company on written notice of 
, . 

thirty da.Y$. The brevity of thi" term and the prOvision tor earlier termina-

tion ar~ based upon the expectation that Permanente Metals Corporation will have 

completed its contract with t."e Chemical Warta.re Service by the middle of 

October of thi~ year. 

This application was filed pur~ant to Section 17(b) of the Public 

Utilities Act, Section X of the Commission's General Order No. 96, and the 

order in the Commission's Decision No. 34.797, amended by Decision No. 35455, 
in the last or which it is specifically provided that a surplus cu~tomer whose 

operations have been declared unin~erruptible by the National Gover~~ent can 

not contin'.le to receive service under surpl~ rates u.''lless he shall have pro-

vided othel:" sources of standby fuel supply' or sha.ll have obtained perniission' 

from this 1:Orn:nission to do 50. 
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In this in3tance it is impossible to provide standby facilities as 

the ga.~ used i~ not b\ll'ned 3.S a !U~l in the metals plant, but i~ employed M 

a processing ~gent for which it is not practical to su~stitute another fu~l. 

Accordingly, since shutoff is not permitted, galS !or this purpose must be 

obtain~d on a firm basis. 

It is expected that the customer can earn an average rate 01' approxi-

mately 19i under the contract. Such a rate !or continuous ga.s service ~ not 

subject to shuto!!, is Wldoubtedly low. However, when the peculiarities of 

the eu..stomer's operations and the importance of its product to the war e!!ort 

are considered, the av~rage rate is not ,believed to be so low a$ to jU$ti£y 

a denial of the application. 

At the time 01' the hearing no one a~peared to oppose or protest the 

granting 01' the request contained in the application. 

ORDER -- _ ... ~ 
A public hearing having been held in the above entitled application, 

IT IS ORDERED that Pacific G~~ and Electric Company be authorized 

to enter into a written a.greement ,'rith Per:r.anente Cement Company in the words 
ana. tigure5 eontaitled in the form ~herctor, attache a to the a'9plieation and 

JMX"ked Exhibit "A ~" and. to eon~n.wrna tc said proposed. a.greement !Ully in 

accordance with its tern3 and eonditioM. 

The Paeitic G:!s and El6ctric Company , within thirty da.ys atter the 

date or this Order, ~~all tile thre~ c¢pies or the executed agreement with 

the Commission. 

tiay or 

the effective date or thi~ Order shall be the date herco!. 

Dated at~ L ~-. ~ , California ....!-:tJlis t lA.;;---: 

k~ ,1944. •. 

U 
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