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Decis;.on No. 37954 

') 
In the ,l~ttor 0,1: tho Application of: . ) 
?ACIFICG.o.s JJf:J 7,!,'::;CTP.IC 'CO!t:?A.W a!'ld ') 
:CIT'c A.1o.m CCtJ"NTY 0: SIJ~ FP~jc!SCO 1 ,) 

~eting through its Public Utilitie3 ) 
'Com:nis:ioo..." tor ,a."l order :l!,Provi.."lg ) 
certain ~~~ten ~groe~ents hereunto, ) 
anr.e~ed, marked E:rilibit~ "'A!t, "'B:! -' :) 
nc", "D", :~nd !T'" rospc cti vel:r.. ) 
--------------------------) 

R. i7. D\!V31 and Robe:-t S. Gc:'dos.1 for the hei!'ic Ga~ ll."ld 
El:ec'tric 'Co:rIpa.."lY • 

.rohn J ... 'O"~oole, City h.tto:-r.ey., Dion ? .... Holm" A::sist-ant 
City Attorney:, ~nc. ?:lul 1.. Beck, C!:Ue! V~uation 3nd 
~te Engine"!::", tor th~ Cit:r a."'lc. Cou."lty or ,S .. ~ .. "l t:t.l:lCisco., 

Thelen, :v'.arrin, ,Johnzon & Bric.gcs.., by Th03!: Y.. ~!.cCa:t'hy" 
~or Per:n.lner.te Cement Compc..v and ?c:-::anent~ l)etal~ 
Corporation.. 

OPJ:~IO'N 
---~-- .... .-

and the City a..''lc. County o~ S<m :rc.."lcisco~ '~,ct·i."'l.g ttl:..·.,.U&'l ~ts Public Utilitie$ 
.' '. 

Com::is'si'On, herei.."l3.!tcr :'efe:':'ed to 'as "City", join :i.."l ,:l.n :::.,plice.tion seel-'.ing the 

!1!tu:e di:l'Os::'tion ·o~ the entire output of It:: Ho,tch Hctchy hydro olectric power 

"LAy 18, 1945 .. 

the cn-:'i:-c ~l.r. o! 'the City !o:, ttJc di:;pooi:t.!.or:. of it::: pO"Jle:' ~'ll'ply are ·s~ i'o:th 
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the obligation to ~upplY power to ~de:to Irrigation District, ?e~nonte Co~ent 

, 
Cqmpany ~d ?or~~ente ~et~s Corporation, ~~d provide !orthc leazi.~ o! certain 

trans~ssion !acilitics to enable City to rc~dor zuch service. Th~ l~:t ~ontior.cd 

po~ .. cr custoI:lcrs· are Signatories to scveru o! the contracts before· us. 

A~ the hoari.."lg, :.ir. Dion rIolm, Assist.:nt City Attornoy, dczcr-lbcd the 

development or the City's hydro electric project and expl~"lod the occasion for 

its execution of thc~e contracts. Ho reviewed the legislation pcsscd by COncre:s 

ir.1913, known as the Raker Act, ,,:hich ga.·/o the City the right to develop a w.;:.ter 

and power supply within tho 'oounciari".ls or Yosomte Nation..1.l Park. Th:s.t Act",a::long' ~ 

other provisions, contained a r{J~uir~:ner.t tiut the City should vlitr..i.."l twontj" ye,'lr~ 
, , 

dovelop at least 60 thoUS~"ld horse po~~r electric energy. The City hAs met tl~t 

roquirement by the eonztX"'..lction of two hydro electric powc~ plA."ltz \\'hich' no':: pro-
, , . " 

duce approximtely 500 :r.illion kilowatt hour~ M.."lUAlly at a rate ot a'oout 76 thou!:-

and kilo\\~tts. It has also co~tructed a hi~~ VOltage tr~~mission sj"stcm from 
. :-

the Retch Hotchy development to New.:lrk,· Alo..:nocl.a C01Jl'lty" which iz appro:d.~tc:1Y 

thirty-five ~les !rom San Fr~~ciseo. A cO:'ltr.:ct 'W:LS entered into bOtwoon the CitY' ., , 
" 

and. Company on JUl.y 1, 1925, wherob:: the Company received .lll of the power gC:'ler-
• . '. I P 

L\tad ~t ~he City's plolIlt olnc. deli vercd to teo CO:!lP:!r.j" c.t l'lewary_ From JUl.j" 1, 1925 . 
~o April 28, 191.3" thc output o! s~id p~r.t::; \'~':: distrib~tod ~J Co::po.."lY undor and 

purSu.l."lt to the terms of a contr:lct bot''.\''oonCit:: t'.nd Co:n.p.'lny. I· ", 
" , 

On April 22, '1940, 

the Supreme Cou.-t o! the United St~tos a!£ir::od the judg=ont o! tho United Stc.tes .'.' .' ." . 
District Court for tho Northern District of C:lifornit'. which had h~ld that ::;~id 

contract was violati~e o£ the ?..a%er Act L\:!d Md· enjOined. furthe~ 'por!orm.'lnco ~"lder 

s~d contract.. Tho of£ective da.t6 of s.lid injunction ~..o.s boen eXtended 1'ro::l t~ 

to til-:e" ~hc ~te!Jt extension being to JUl.y 2, 1945, to alloy: time tor the' City to 
" , 

work out a plan tor disposo'll 0: its Hctch Retchy power in complil'_"lcC 'Vlith thcd\~kor 

Act.. 

It W:l.3 declared by tho A.ttornoy for the Cit:l" th:!t it r~: ~ed every 

o!!ort to work oU'tplan.z I!nd moans tor the distribution o!its electric output tro.:n . 
,the Hotch Hotchy project .in con!or:tity with the requirements or tho Act of Consro::z. 
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Since tho dc!"c:),t by the elccto:"o.tc o~ ~ :3o:-ies or proposed bOnd i3:::~o~ to' p~ovidC 
~ . '. . 

for the ?urch.:l.~¢ of :1..~ olectric' c.i:tX'fbution :J"sto'm~ sovcX'~ pla.r.s h~\Vc boen' ~U~' 
" mitted to the Sccrct~ry o! the !ntcrior which ~;:oU1d provide tor the cli:::p6:::ition of 

" . . . ..... .' .' .. 
the City f selectric powcr out put to purch:!sor: o:thor th.:n tho Comp:l!'lY: He :t~tcd 
., "', .- ... . . '. . , . 

tl'l::o.t the pl~ now ineorpor~tcd i.."l the cor.tr~cts submitted i.."l. this op,l':cc!>.tion ~~.:; 

i.."litit!tod '07 the City.; olnd th.~t it 1's' hi: belie! t~"lt th~ .,!g~eomont ... ill '00 t'.~ 
'I i 

proved 0.: not violative of the Act or Co~:"css. 
" 

The Corn~ i: t! p:rty to c~eh of the five eontr~ct: pro:~ntcd? ~~d It 
• t', I I '," • • ~ 

is the onl:r p.'lI'ty bo£ore u: over '\\t.i'ch rcgul~tor-/ ~ut110ritY' m::.y '0..;: oxorciecd by 
. .... .'... , '. , ,. 

Although it is ncee:::::~:",./ to u..."C!.crst~r.d the, ci.!-C\:.::lstrulC¢S eiV'lne 

; , I, '. .' 

t1".e t'.grecm.onts conSum:!'~t.cd 3.X'0 e'on.si:::tc~t '?:i th the 
. '''. I • ... '. .• I .", '. '..' • 

The onl1 jurisdiction ~:scssed b~tho Co~~ssion 

• , • • \. , • If' • • 

utility to obt~L~ its cppro~il be£oro it lccscs or othcrv~so dispoa¢S or it::: 

f~cilities or cnter~ into r~te or 3e~co ~ereemcnts dovi~ti.~e !~m its rceUl~~lY 

• , • I 

The five ~srec::lor.t: ~'rhich Comp~ 6:1~ tho Co~:zio~ to a'Uthorlio c;:oc, 
~ ,. . . .' 

su:nrr.:J.rizcd 1."l the npplication ~s follow:: " 

> t. f~' • • .. 

E:'Gitsri···" An - AirCCi:lC~t between City .7.nc! Comp.'2."lY', c..~tcc. !I~"l:eh. 14~ 1945" 

rc1c.t1ne to the turnishi.."l.g b7 COmp: ... ·lY of i'D.ciliti~s ~ tr=:.nsmit orJcrp;r 

for City~ .'lnd to !l.:"niSh sUWlcmcnt~%j' cncrgr, Stt!..~db7 ~o~co ~"lc. othc:' 

sorvicc~ thoroi."l provided: 

EXH:rnIT ~Irs!l - Agrc¢mct'.t botwecr. Compn...-.y .::.r.d !!oeo~to Irrig.::.tion :)is'trie:~ 

• " ,~ ~ t' • 

E;c~'IBIT' rrClf - Agrceoent betwc~n CO::l?~"'l.Y .:nd City', ~ted A.pril 18, 19/ . .5'" 

o:tfocting '.3.s's1g!'l.:lont .'l."le tro..."lS!"(:r to City by COr:P:ulj of ~l its int<olX'o::st 
I • "'.: • ' 

in ~"lc. to ~ elect),"ic service contr~ct entered into u. .... c.or d.O.to o! Novom:-

o'er ll~ 19w.:, by ~Ci bctwc~n Co:lP~ny c.ne!. 'PoX-ro."lentc Cement Co::1p.~ .... y • . " 

:&¥IT~IDI1 ~ 'i.ircc;'o~t between Comp.!l."'lY .. City .. ~nd Tho p;~~~tc ~~~t~:;: .. 
Corporc.tion, '~ted ~p~il lS .. 1945, e!!octL~, ~rnong other 't~"lgz, ~cnd~ 

-;-
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~ont of agreement between Cbrnp~~y ~d~Todd-Cali~or~~ Shipbuilding 

Corpor~tion (:::ubzequentlj" 'rcno.:::ed The ?cr~nl!:ite !.!etru.::: . Corporation) 
I , 

dated July- 2, 1941., .al'ld th~ a.:Jsi~c!'lt 'by Compc.."lj" 'to -·City-of it::; i..~ 

terest::: in s~id?e~!'lcnte cont:."ac~. 

1945, pro ...... .i.d~.S !or the lease 'b1 'Co~PD.ny' to the City of ·c¢rt~.nelcc-

tric tr.'ln.:::tis:::ion li'ncs .. substa.tion., 3...'1d 'related switchin,~ 'and ~tcr'.Lng 
. ' 

facilities; and the C~I! by Co~Lt"1.7 to City- of 3upplemcnt.lr'J power .n.:'ld 

energy to enable the l~ttor to meet it: obligations to ?e~~c?te ar.d 

Cement Co::ipI3."!1 under the ai'ore:nentioncd ~ssigned contrD.cts. 

!t a:P?oar: !ro:n the testi:r.o:-q presentoe. th.at tho City!: ger.crat::.ng plontc 

a.t Hotch Hetchy have ~ cllpacity of app:-o:v:i.ootcly 76,000 1(.~':. and ar. output. of: about 

:lot o.pproxir."..ltely 55,000 K::l. ~c. 250 million i\.~·;.n. o.n-~u.:U.ly, leaving 0. ,conddcra.blc 

amount of power olvnila.ble for sale to outside pnrties. Accordingly,' three 10.1'eo 

users of power who arc now customers of Com~an:r, hc.ve &gX'oed to purcruLze:ill thl!ir 

requiroreents from City, their use du:-inS the yellr 1944 ha-r ..... "'lg been .l~'. !'ollow:z: 

~dosto Irrig~tion District 

?e~."cntc Ccmer.t Co. 

::"'lnrr.u.'n ~:n:l..~e 
Kilol':;ltt::; 

8,500 

;''lcrgr , 
Thousandz ,o! y..uovro:t.t 

F.¢urc· k'lnt:,'llly 

7,.000 (d:',yti:no) 70 COO 1 . 

52,000 

predicted. vd.th ecrt:lir .. ty.1' it ... ::0.1 '00 :rcCl'l tl"..':lt' even without g~ovrth in lo~cl the 

Ci ty T 3 production c.:lp.1ei ty will ~ot nor:n3l1y bo :; u!!'icic:.t to supply' the ~"lt::ll 

nced.s or thecc cuctomorz D.~ 'wcl'l 0.$ the City"3 o"t.n :nu."'lici?~ roq,uircmont:.· Con-. 

cor.tr:lcts r.'.a.!-:e. provision for elleh purcho.sc:;' 3.:: needed.. l:i.k¢wi~~~' 'OCC3,\l!:C o! the 



:L"IlPozzibiliti o'! fully coorCit..lti."lg the output o! ~ hjdro cloctric pll.'.nt w·.i.th. tho 

v~ri~blc needs of a; limited' nUmber of' pov:or customers,. it i:J obvious th.:lt tho 

possibility cxi~ts tho.t 3.t t~cs' tho City's- generating cap~city ::z:r exceed. the 

o;CtIJ:ll requirements o!' ii:;clf and. it:!;' cusio'mcr:.. ':Co ~o provision for thiz con-

tingency, the canircots prov.Ldc tMt, Comp~,. will utilize a.....y :uch: cxcesz, <Jnerg;: 

iri order that it be put to' benc!ieinl ~O, ~nd tnio will be ~ credit to City 

~go.inst chcigez for pOwer Which it will no:.":lally purcMS'e tro:::. Col:pllr~. 

Th¢ rc.tcs Dot whiCh CoO;XU-.y .. ~...ll supply ext.r~ power to City, ~ proviccc 

!or in the contrc.ets, ~ bo s~~ized ~ follo~. 

The energJ' th.-:lt Compa..~' uneortD-kcs to suppl:;r to t:::lko up zuch deficiencies 

as City may oXperience in :~ppl~_~ ~~dozto Di~trict i~ At Co rAte predicAte~ upon 

CompA.1Y's presont rezaie schedUle cc!justed to reflect the difference in poL~t o! 

supply, Tho rcte ct whieh, Compc..v "fill rokc up dc~icioneic~ tho City ~ have i.."l 

meoting the nec~ or ?ermc.nontc Ce:cnt Co. is proCicc.ted upon the te~~ blocks 

o! tho 'Present.lY c!r~ctivc ?-30 ?ri~ry :t"'lc!uztr~ ?ov:er 3c:hoch:J.c :l.djw:;'t¢d to 

rc!lcct delivery c.t Ne~~~k ~the~ t~~ ~t the cecont p~t. Simil~rly~ the rnto 

tor '~\.4pplyi.."'lg dc.i'ieicneics too the 'l'crtM.ncnte!{{~t::ll:Corp. is prodico:;tcd upo:. the 

"follow 'Oll block" or tho cor:trcct r<ito boinger~gocl by ,Co:npo.ny'." D.tld likcrni:e ~~ 

.ldjuSt.od to renoct deliver! c't !~c .. ,~rk-. 

Charges .i'or t!':.o u.so otCo:-=pn:-.y'f ~ ?e~'lnerito trD.n.::n:i.s~io::. ,li.."'lc ar.c. .s'.lo-

stction !aeilitios '~rc bnsod upOn an c3tirn=:te of 'tr.o o.~:"Opri"ltc nr_"lual ,eo::ts 

nssoei:iteci with 'those !".:cilitics, i.."lcludi.."lg aw.ntc:lt\nco, oporo.tion, ;t:!xo:.., dopra-

'ciation, nnd .'return. Tho ~orvieos "'Whic."l 'the Com~..y "Iill hCl"c~!tcr ':pcr~om tor 

'CitY' 'i.."l'trc..."l:mittirig'the Citif~ 'power !rom"~:ow:l:k to 'Sa."'l.'Fr:)..."lciseofor municipru. 

uscs incl1l~cO it~e6nv¢r~ion, :'ro~.tion, di=trib~tion, mid motering. 'T''oc c!~gc::: 

'for 'such 'scrvico~,' c;z set '!'orth :in:EXhibit·'!A.'~, 'were .:u-rivod tl.t by'the olimination 

o.!" the Comp.~ny, s' power co';t~ nt' i~cw:\rk '''i'ro:'thc charges ::lo:rclO for' the . .3crvico 1':-e-

sC!1tlY' ro::.ecrcd' to' Cit1'i.."l. ':::ccordance With 'c.'pplica'Olo·' ra. to sC!lcdulc:i, th(.) ~i'f C%'-

onccbc:U-lg'ccecptcd"as the fair cost ,of ,t::-a..~!:6itti::.ea.~d 'd!~tri'butine' thc:,Cityt~ 
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power !o:- its 3cve:-u .ou:'lici?",..l 1.:.:es. ::.o:-t:r losz r.'ltioo :).~ zet i"o:th i.."'l Ly.,hibit 
• ' • • . ' " j 

"AI! Move been c.:::t:lblishcd to rci'lcct tJ:lc losses oxporicnc,c~ tor tho V:l.r-.i.O!)S 

i'ihile the i"l.:r.d:lr.lCr~tcl ch:-.ngo in Co:':p..":.j"i:i position £:-om th. .... t 0: ~ firm 
. . " ~ .... '. 

:uppl~er to that o! II u::t.'l.."lcl:oyn ~~pplic;r is :-oco~cd in th,o eon~r~<:?s, ~o zpc-
. \,. . . 

ci!ic l":lte~ ror thtlt sc::vice h.:wo 'o.Cc:l:!'-or.::ulRtcc. .. Roweve:-, the rn.'l:".nor, i.."l which the 
.' ~ ,; .. ' • I " 

City ~y r~vc i~cident~ excessos o! 
, '. 

" 

ec.Cl"1!3 Cot c:ort-nn t~o:; when the tot,~l inst::-.r.ta.noo..w lo~d. o! City, ModE)~..o Mod 
; .. 

tho induzt:-ial pl~.t:: is les:: tr~n City's :lv~il~?lc supply. So th..lt tr.is IT du::p" . .... . 
. "'°f 

, . 
~::.el"g;- !MY not '00 ontirely ~·.~stcd, Co~~"lY will tleeo?t-. such encra Il."lde:,odit i~ 

• • r' ,'" .. 
" 

rates !:ity v:ill PQY Co.::pt' .. l"li. . . 

The result to the Compo.ny i.."l cntcl"i!'l.g into., those tlg:'ce!:cnts ear.r.ot '00 
, • • j, ~ I • • ,. " ". 

3.ccur:ltely est~"C.'ltcd. It is rclin~5hi.."lG sub:ttl."'lti.~ customer lo:.c.s·t~t pieht 
I' • '" 

reo-soMbl,. be expected to e;:ow in volUt.lo in the !?-tUt'c. 1'0 t!-.i:: extent) it ±~ 
• ,., j, 

• \ • I. 

su.!'.ferlng e cu.-t.~il.":l(Jnt in the scopco! it~ 1 ... t.ilitj zervicc :lnd pre51l:~1.'l.blS" ~"l. i~:: 
• I. , I 

~. H. 
,.' 

elll"nings 0.0 well. Howover, for the i:':'l.":edicto fut1l:'O" tto revenue rceeivedthroug.:" 
~ .' I ". • •• • " '.' ( • -" 

the ~alo:: o:!' power to the City ~d fro~ ~nt~ or fo.cilitios ~t the rntc~ provided ... • t, • • '. f 

for in t~c olGX'ecmcnts, vrlll not be so r.' ....... ~~:-ic1.ly c.ltc:-od a: to .~~,ti1'y the eon-. 

clusion tbtlt the result .. 'till be un:"c~:::o:-.:l.blj'" ::;rejudicinl to it: other cloct:-ic 
" ' • • . ' '. J.' • : • ..,' •• ," " 

poW.::lr customers .. The con$'.lrn.'lltltion of thcsccontrD.ctz, it thoy :h:l.ll bccooe c:!'!oc-
'" " • .., .,. ;". ".,' , ., . I' :. 

solution 'to 0. ~ong $t~dine controvcrzy. 
, ," • ' j ~'. • 

It i:J tho Com-

mission's judg:cnt th~t the ~pplico.tion :hould be gr~tcd. . . . '. . , 

1-. he/l,ring r..av<-ng been M.c., the =ttcr i~ s\Jbmittcd. for doci::>:i.on" !l%'ld th" 
" . 

Com.T.iss~on being fully .:l.dvis.~d, it i~ .founc!. th:lt in.3o!.'l:' l'.::: :::uch ~ccmcnt:l n!!cct . ' 

the pu'oli,c utili,ty cl" .. ~rcct·cr ~ tho busincs: of the' Comp:my, the olg:'ocmontz ~e . . :. .... ,. 

not u.~casonable, ~nd th~t ~:,.c C9mp~ny should be ~utho:,iz~d to eo~u~t~ 
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3~d., o.grecmcnts·.idth tho·' Citj.:·~d::Cotlllt:t:·o.£,~Sc...~ Fr.'lnd.sco' as :n.m.:1ittcd. 'Vdth the 

o.pplie:t.tioll :l.S .Exhibits .<111.:', 'to. trv.~ inelU5i'Vc. ·':orocom.'!lo.!nd.'·thc i'oll~vr.L!".e. Order. 

O"R·D ·E·· R. 
-~.--.-.' 

. 
hereby i= o.utho..""'izcd :to CO:'lCtlJ"..:n.:.to the o.erccmcnts·, s1Jhm1tt.ed ir1 this tl.:pplieation 

o.uthorized to c:!.rr:r out the. terms 0'£ said' ~OO::l.C;::!lt.~ o.r.d to.' rendor .. the sorvice 

contempl~ted ~d. to ~~se thc'r~tos ,~~d colloet revenues thoroi'rom tor such· ser-

vice ,. cl.l in :.cco:-cicncc ·/li:t.l?: the r~tc::. ::'''ld chc.rgc:: :lot i'orth. thorcin. 

The ci'i'cctive date ci" this Ol'der s~ll bo tho ~to hO:N::oi' ... 

Tho tore-goins Opirdon :lnd· Ordor· is horebY.' ~pprovod ond 1'.il.od;~~,~ ~!l." 

Opinion.:-.nd Ord~r o.i', the R.lilro~d·i Commission or'the St:l.tc o! Cal~,!'o.r~ •. 

------... 


