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BEFORS THE RAILROSD COMMISSION OF THE STATE OF CALLFORNIA

In the matter of the application

of PACIFIC GAS AND ELECIRIC

COMPANY for an order of the Rail-
road Commission authorizing Appli-
cant to enter into a written
agreemeat with PERMANENTE CEMENT
COLPANY, in words and figures con-
tained in the form therefor, which

is hereunto annexed, marked

Exhibit "A", and madc a part hereof.:

(Gas Service=Santa Clara County)

Apolication No. 26069

R. W. DuVal, for Pacific Gas and Electric Company.

Thelen, Marrin, Johnson & Bridges, by Thomas K.
McCarthy, for Permanente Cement Company and
Permanente Metals Corporation.

ROWELL, COMMISSIONER:

Pacific Gas and Elcctric Company requests suthority 6f the Commission
to enter into a supplemental agrcement with Permaneate Cement Company relative
to the furnishing of natural gas for the entire industrial requirements of the
cement and magnesium plants operated by this customer and its affiliated com-
pany in Santa Clara County. The consummated agreement is set forth as
Exhibit "A" attached to the application.

A public hearing on this application was held In the Commission's
Courtroom ir San Francisco on Mey 1, 194k, before Commissioner Rowell, at which
time evidence was taken and the matter submitted for decision.

The original agreement dated September 28, 1939, was made with
Permanente Corporation (now Permancnte Cement Company) and covered service
1o two cement kilns, one lime kiln and low pressurc boilers having an aggregite
capacity of 50 hp, and by a supplemental agrcement dated Aprdl 22, 1940, was

amended to inelude service to a third cement kiln.
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In Xay, 1941, an affiliste, Todd=California Ship Building Corporation

(new Permanente Metals Corporation), began the production of magnesium and

used for cooling purposes the gas being purchased before it passed to the
cement mill. This was permitted under 2 second sﬁpplemental agreement dated
Uay 26, 1941. A further supply of gas was obtained by e second agreement
dated May 26, 1941, covering service to a fowrth cement kiln.

Permanente Metals Corporation is now engaged in producing a certain
strategic material for the Chemical Warfare Service of the Uhited States Army.
Although it has not been recogaized as a customer of Pacific Gas and Electric
Company, the importance of this matcrial caused the War Production Board, on
December 16, 1943, to issue a directive to the company prohibiting curtail-
ment of gas used in connection with its production.

The contihuance of surplus gas scrvice under these conditions was
deemed by Pacific Gas and'Electric Company to be in violation of the Commis-
sion's Decision No. 35455, and accordingly, on_December 21, 1943, it advised
the customer that beginning December 22, 1943, all gra supplied thereafter
would be furnishod and billed in accordance with that decision. The account
was then transferred to the company's Schedwle G-40 applicable to firm indus-
trial gas service, This actlion led to protracted negotintions which resulted
in the supplemental agreement now before the Commission.

The agreement provides that deliveries thereunder shall not exceed
640 Uct per hour or 15,360 uef per day and the rote therein is as follows:

: ‘From December 22, 1943, to October 15, 194L - 17-1/2 cents
(£.175) per thousand dubic feet.

Monthly Wirimum Charge - $10,000.00.

From October 15, 19LL, to December 21, 19hh - 21 cents
($.21) per thousand cubic feet.

The said rates are subject to increase or decrease on the
basis of 1 per 1000 cu.ft. for each 6f per barrel incressc or
decrease, respectively, in the market pricec of fuel 0il, as
regularly quoted by the Standsrd Oil Company of California,
from $0.90 per bbl. f.0.b. Richmond, change to be to the ncarcst
one~tenth cent aand to become effective on 2ll regular meter
readings taken on and after the 30th day following such change
in the price of oil.
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The said ratcs, are bascd on the forcgoing fuel oil clause
and the present posted pricc (effective April 30, 1941) of
$0.90 per barrel quoted by the Standard 0Ll Company of California
£.0.0. Richmond refinery.

The market ﬁrice of fuel oil was increased to $1.15 per
barrel effective April 1, l9L;, but the 2djustment in the above
rates corresponding to that incrcase wes temporarily deferred
by auwtherity of Decision No. 36323.

The first portion of the rate was designed for that time of the: year
when there is little probability that the company will be called upon to burn
ol in its steam electric generating plents in order to release gns to the
cement company.

The second portion of the rate is designed for that time when the
company may be called upon to burn oil to accomplish this, and the rate of 21¢
per Mef is practically the.equivélcn‘:. of the cost o'f fuel oil so used.

During the term of the agreement the existing surplus natural gas
contracts between Applicant and the cement company are to be inoperative, but
service thereunder is %o be re-established upon its termination.

The term of the'agreemcnt is from Dcceéber 21, 1943, under December 22,
1944, unless sooner terminated by the cemént company on written notice of
thirty days. 'Tbe brevity of this term and the provision for earlier tefmina—
tion are based upon the expectation that Permanente ﬁetals Corporation will have
completed its contract with the Chemical Warfare Service by the middle of
October of this year.

This application was filed pursuant 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. 34797, amended by Decision No. 35455,
in the last of which it is specifically provided that a surplus éustomer whose
operations have been declared uninterruptible by the National Government can
not continne to recelve service under surolus rates unless he shall have oro-

vided other sources of standby fucl supply or shall have obtained pe}mission'

from this Tommission to do so.




In this instance it is impossible to provide standby facilitles as
the gas used is not burned as a fuel in the metals plant, but is employed as
a processing agent for which it is not practical to substitute another fuel.
Accordingly, since shutoff is not permitted, gas for this purpose must be
ebtained on a fira basis,

It i3 expected that the customer can earn an average rate of approxi-~
mately 19¢ under the contract. Such a rate for continuous gas service, not
subject to shutoff, is undoubtedly low. However, when the peculiarities of
the customer's operations and the impoftance of its product to the war effort
are considered, the average rate is not believed to be 30 low as to Justify
a denial of the application.

At the time of the hearing no one appeared to oppose or protest the

granting of the request contained in the application.

A public hearing having been held in the above entitled application,

Uhe Comztssion having considered the evidence submitted in dhat heardng, and

it being of the opinion that the requested authority should be grantead,

IT IS ORDERED that Pacific Cas and Electric Company be authorized
Yo enter into a writicn agreement with Permanente Cement Company in the words
and figures contained in the form thercfor, attached to the avplication and
marked Exhibit "A," and to consummate sald proposed agreement fully in
accordance with Its terms and conditions.

The Pacific Gzs and Electric Company, within thirty days after the
date of this Order, shall file three copies of the executed agreement with
the Commission.

The effective date of this Order shall be the date hereof.

- \ g a:-"'\
Dated at LoD, Califorma/,,this P
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