A26728 -~ UC

Declsion YNo. 37954

2ETORE TUE RATLROAD COMMISSION OF THE 5

In the Matter of the Application of
PACIFIC GAS AND ZLECTRIC -COLPANY and
CITY AND CCUNTY QF SAN FRANCISCO,
acting through its Public Utilities
Commiecion, for an order approving
certain written agreements hereunto
annexed, marked Exhibits "A", "BT,
ngr, "D, and "E', respectively.

Application Nou 26728
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R. . DuVal and Robert H. Gerdes, for the Pacific Gaz and
Zlectric Company. '

Jonn Jw O'Toole, City Attorney, Dion R. Holm, csistant
City Attormey, ané Paul L. Beck, Chief Valuation and
Rate Engineer, for the City and County of San Franclsco,

‘Thelen, Yarrin, Johnson & Bridges, by Thomas K. MeCarthy,
for Permanente Cement Company and Permanente letals
Corporation.

ROVELL AYD AMDERSON, COMISSIONZRS

921X101

Pacific Gas and Electric Company, acreinafier referred +o as "Company",

and the City and County of San Francisco, acting virouga its Public Utilities
Commission, hereinafter referred 4o as "C::.;y" , Join in an application seeking +he
Commiszion's approval of certain coatracts which furnich o vasis for the Ci":.y"s
future diiposition of the entire output of Lts Hotcih Hetchy hydro clectric power
developméﬁ“a. A puolie hearing wes held on this application in San Francicco, on
iy 18, 19454

Pive conwracts were presented for approval.
the entire plan of the City for the disposition of its power 2apply are s
in whatswos referred to os the main or basic agreement appended o the asplic:

asc Tyhidit "A". The four melated agreements provide for 4the assumption by C
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the obligation to supply power “o Modesto Irrigation District, Permancnte Cement

.

Company and Permaneate Metals Corporation, and provide for the leazing of certain

transmission facilities to emable City to render zuch service. The last mentioned

power customers are signatories %0 severzl of the contracts before us.

At the hearing, Yr. Dion Holm, As istant City 4 tomay, described the
development of the City’:.hydro electric'projcct and explained the occasion for
its cxccution of tbc*c.contracﬁs. He revicwed the iogislafion passed by Cbngre;s
in 1913, & imown as the Raker Act, which gavc‘thc City ﬁhclfight to develop a water
and power Eupply within the bounda;fv' of Y scmite National Park. That Act,,ﬁ:ong' ,

other provis ons, contained a *eoui*uﬁcr; L e City ghould w;thin Lwenty yoars
dovelop 2t least 60 thousand horse powc* clectric energy. The City has met that
*cou;rcmenf by the conutruction of wo.hydro clectric ponc* plants wﬁ;ch now Pro-
ducc approximatoly 500 nlll.on leowatt hours unnuaﬁly at a rato of about 76 thous-
and kmlowattu. It has alse conut*uctcd a H_gh voltapc tranumission gjgtcm f*om
the Heteh Hotchj development to \ow*rk Alemeda County, wh;cn iz approxima*clf
thixpy-fivc miles from.gan Fraacisco. A contract was cntered inte botwccn the City
and Conpany on Jul& 1, 1925, nqcrrby thu Conpaqy received all of thc powcr pcncr- ,
ated at @hc Cit y" planz and delivered to vpo Company at Newark, Fron July 1, 1925
to April éa, l?LB, the output of said plants was azut*zb tcd b" Company undcr ard
pursuanf to the terms of a coatract bctﬁood‘City and Companj. On April 22,'19&0,
the Suvremc Court of the Uni ted States affirméd the judgment of thﬁ Uhitcd Stétcs
District Court for the Northern District of California which had hald that sadd
contract was vielative of tae Raxcr Act and had enjoined fur*hcr porformanco under
said contract. Tho effoctive date sald injunct on Has been extended from €hme
to time, thc _atcst cxtension being to JU$j 2, 1945, 0 _llov time for thc City
work out a plan for disposal of its Hetch Heteny powcr in c0ﬁplin1cc with the Raker
- Act. '
. It a3 declared by tho Attorncy for the City that it has used cvery

fbrt to work ou: plans hnd means for thc di,t ribution of its clectric output Irom

tne hotch Fctchy projcct in con*ormlty'thn thc reguirements of tho Act of Congress. -

-2
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Since the defcat by the cloetorate of o serics of proposed bond issucs 4o provide

foz; the purchase of aa olectric di:'c:ribution systom,, soveral pia.éé‘ have becn sud=
rni‘c'.tcdl to the Scer ctary of thc I:;xtcz:'- or which z-'oﬁ.d :Sfovﬁ;dc for the dispbsi‘t;i'on of
the Cit Ly 's clcctr:x.c povier out p\.t to purc‘m.sc ,ﬁher than tho Compmj,f.' He stated
that the pl. now ...nco*po tcd .’z.:* thc cor.t.racts' s;ibmi‘.:.tcd fn this ap.pi':i.'éatio:i 0.5
immmwmummumn3ﬂmmwmum¢mmmnw@
provod as qot violo. sive of the Act of Co‘ngresé.

™e Corapw i, pmJ to cach of the five dontracts p:'d.,e.....cd and 14
iz thc O"llj party beforc us over v...ich reguld torj u‘:‘.ho':'::i'.t',s'r '::ay be oxercieed b;f
this Com:m....,:.on_ A..:t."zough it is ncéc':;sl.';:"- %o m*é’.c:?s‘iand ".:.hc cirermstancos giv:x.'lg

-

se to t‘i;.'s'e a.g'rccmcnts between the City and the Compuny, the Commis sion has 20
u.uthom.ts; fo determine whethor t‘-.c ag::ceméﬁt.s consummated arc consisteht with the
rcqm.runentg of the Reker Act. The oxly juriseiction possessed b,f the Conmission
is th..'o g;{wcn b,,r those sechions of the Public Utilithcs Act *ccu.m.ng oublic
ut.uli*y to obtain its pn oval before it leases of othervise disposes of itc
faéilitics or caters into :.:.,‘ce or scrvicc ag*coment., dova. :.ng from iﬁs bcéﬁai‘i}/ '

£1led .;cm.dulcs :md service rch.l 3.

'I’hc *‘ivc agreements '.':h:.c.. Compo.h:,' acks the Commission to authorizo ap

e

u:nm.':.::'zzcd in thc appl...cav:.ovz 28 ;élié;n'r'*: .
= 'IBIT "A" Agrcmm* bctwcm C'*' ané Comwy, dated Yarch ILL' l?h5, |
rthing ‘ao ‘c"zc ’ux'nishing o7 Co'm:..nj of ocilitic: to tr:nsmit cﬁc:"g
"or Civ y, n.nc'. 0 fwn..sh supplcmcntary_ energy, :e'f.a.ﬁdb} ébfﬁco éné. otﬁc::

services t“xcrcin pr rovided,

E;C«I’"I’I‘ ”"‘B" - Agrc..mcrt bc"wec Co'npu.ny and Modesto .erig_tioﬁ D sted :,
datcd Yareh 19 , 1%5 , modify:‘z.ng a5 exdsting clcct sz2lc and purchasc
...gree-xwt b*.twcc'z said pa*bicg scd August 15, 191.»0. ‘
TEHIBIT "é" - f.s':eczncm bctwc«,n Complzn 2nd Ci‘c:f, déidd Apsil 18, 1945,
ci'fccting, as«:.g:mcnt d transler to C:E.ty by Cozmpany of 2ll its intercﬁt
in ""xd. : :m clcctr:.c serviee co’xt“aci \.m.c*od i.'z o under date of \ovcm-
bcr ll, l%b, bj asd betweea Company ..nc'. Pcrmcn‘cc Cc:ac'xt Co:mnj.
“Y’-’?:s IT "D“ Agm.e'\on" bct'"ccq Co"m;:u'xy, C::."'.r, and The ?cm_ncntc "r*“'al"

’

Coroo...tio.., d.,toc‘. np*:x.l 18, 1914.5, e:‘fccting, among other thirg.,, amc'md-

3a
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ment of agrecment {aetween Company and Todd~California Shn’.pbuilci:’.ng

Corporation (subsequently ronamed The Permanesite I.Eetals'Corpo':‘ation‘)

ced July 2, 1941, aad the assifmment by Company to ‘City of its in-

terests in said Permancnte contraciu |

FLHIBIT "EY - Agreement ‘:ae'owééh Company and City, dased April 18,

1945, providing for the lease By ‘Company %o the City of 'cc:"taf%:x elec-

tric transmission lines, substa.ﬁion, and related svitching and metering

facilivies; and the sale by Compa:;y to City of supplementary power and

energy to enable the latter to meet itz obligations tec Permanente and

Cemenﬂ Company under the aforementioned assigned contracts. s

Tt appears from the testimony presentod that the City's gencrzitin;_: »lants
at Hetch Hetchy have a cdpaci‘oy of approxdmately 76,000 XK.V, and an ouiput, of about
500 miliion X.'.H. annwally. Its current needs L£or municipal vscs a:e:es‘aim'atcd
at approximately 55,000 K.W. anc 250 million XK.w.H. annually, leaving & ‘conziderable
amount of power available for sale te outside pdrtics. Accordingly,'lﬁh:;ee 13;'30
users of power who are now Cuslomers of Company. haf.re agreed to purchz;xse all %:hcir

requireneats from City, their use during the year 1944 having beesn as {fellows:

Maxdmun Demand ' ' Zaergy
Kilowatlts Thousands of Hilowatt

Hours- Anneally

i .

Yodesto Irrigation District 8,500 | 30:000
Permancnte Cement Co. 7,000 (éaytime) 70;090
Permanente Letals Corpa. 52,000 282,000

though the future use of cnergy by the above named “"\v:s't.‘omrs'f cannot v
predicted with certainty, it will be geen hat even without gro;rﬁh in lc}:zc’. the
City's production capacity will nov noranelly be sufficieat w0 ,supplyj' the ¢nnv..al
needs of thece cuétomorz as well as the City's ovn municipal rcc;uircmcnﬁb.- Con-

siderable additional power vill ordinarily be purchased Ifrom ta¢ Companye The

contracts make provision for such purchases’ ac necdede Likewisey because of the
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impossibility of fully coordinating the output of a hydro clectric plent with, the
variable needs of a limited number of power customers, it is obvious that the

.

possibility exists that at times the City's generating capacity may excecd the

actual reguircments of itself and its customers. To make provision for this conm

tingency, the contracts provide that Company will utilize any such excess c¢acrgy
in order that it be put to bemeficial usc, and this wAll be a credit to City
aga.insf. charges for power which if will normally purchase from Company.

The rates ot which Company will supply extra power to City, 25 provided
for in the contracts, may be summarized as follows.

The energy that Company widertakes to supply to make up such deficiencles
as City may oxpericnce in supplying Vodesto District ic at o rate predicated upon
Company's present resale schedule adjusted to reflect the difference in point of
supplys The rate at which. Company will mike up deficicncics the City may have 4n
moeting the needs of Permancnte Cement Con is predicated upon the ferminal blocks
of the presently effective P=30 Primary Indusztrial Power schodule adjustod to
reflect delivery at Newark rather than ot the coment plante Similarly, the rate
for supplying deficiencics to thc Permasente Metals Corpe is predicsted upon the
n£ollov on block! of the contract ratc being charged by Company, and likewise is
adjusted 4o reflect delivery at Newark.

Charges for the use of Company's Permanonto 'transznlssionv,linc and sub-
station facilitics arc based upon an cstimito of “4e apmropriate amnual -costs
associcted with ‘those facilitics y including meintenancs, operation, taxes, dopre-
‘ciation, and ‘return, The services which the Company will hereafter perform for
City ’i.n't:-gncr:.iﬁtin’g'thc City's ‘power from'Newark to San Francisco for mmicipal
uses includes its conversion, ‘regulation, distridution, and motering. The charges
for ‘such 's{:r‘vicé;-, , ¥ scb forth in Exhibit MAY, werc arrived at by the olimination
of the Company's powér costs at Newark from’the chai'gcs axde for‘the.service pro-
sently rendercd to City 4n fecordance with applicablerrate schodules, the differ—

encc being-accepted as the falr cost -of trensmitting asd dfstriduting the .City!s
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power for itz sevcm.l mmici,r:.l uses. '-‘...ncrgy losz ratios as zet forth in Exhidit

TAY have heen c..tabli*hcc‘. to "c".l.cct. ‘.:&'zc losses exper cnccd for t&c varions

clnsses of uzsc.

‘:‘J?.iile the fundamental ¢ha ange in Co* "/’- po.u...ion f*om .h. a firm
supplicr ’co ‘tt'xat vof a "g trmdby" smpl.:.cr is rocogn.zcd in 'c.nc cortruct.. » 'zo spe-
cific rates for t‘mt service h..VO m,c::z form »-»Jld‘tle. H x-:cjvc , uhc TARROT. in which the
ratcs have bcen sch up is suc‘z s t, for trig can nge in el rac.cr.'.su;c, Co:r.p:::xy
~-n.ll at lcas* bc va*t:.ally compen atcds C:.t:,' may n.'.w«.‘ mc.;.dcnt‘.l cxcc:::.:c.., of
crcrgy at ccrcain times men <he tou.-l :......tn 3 anoous lo..d of C.’:.t/ 'odesto ond
tn ndust“i..l pZL.r vs is less f.an mt,r 5 ava ilhblc .,upp..y. So that this "durp"
energy may not be entircl -.'.-c.sted Co*pmy w:.ll accov‘:, .;L.ch en crgy and c*odn.t it
to C:x.t.r" ccour'x at t"zc ba"ic mcrencn.al mc*gy rate u.aed .'1.n c.,tablish..ng the

es :.’rby v*ill pay Coupn.n,, .
| The rc;ulz 1;0 thc Company :i.n cntcring into- thc.‘e g:-cc
accura tely os :'.r.n.:ttéd. | It 5 rclincuishmg substant .I..:x.. cu.atomcr lo..d.,_
r onz\bly be cxpccted %0 grow in volune in the “u‘curc. ’I'o t‘-.:i.., exyenty
suffc"n.ng _ curtulmont the .;co:':c oi‘ i"* ut:.l.l.ty .,cmcc and ':rcsu.-:x“bw in its
eo.mings ag wcll. owcvcr ' i.‘ by tqc dmmedlate future, tr.o rgycr;uc rcgcivcd ghrough

.

the .,alc... o* pow to the C:'z'.ty and Zrom -qu4 of i‘ac...‘.ltic at the rates ,*ov::.dcd

for in the agrccmcnts, .r.x.ll not ve so mt.wi.ll,,{ 2 tc*cd as *.o ju.,t fy thc con~
clus_o'x tnat. thc I‘Cu\-lt ull be unrc“.,o..o.b ~7 Prejudicdal ..o its o.,bcr cl cct*:.c

po o cu.,tom IS Thc co-mumation of hc*c con‘&ract.,, i t‘zcy shall bccomc cffce~

i

ivc, vr.’:.lLl .,crvc as 2 solut on o a lo'xg standing co'ltrovcrsy. Tt iz the Com—-

¥

:n...ssio-z'- judgmcnt tho.t t‘n. apphca ion should bc grantcd.

»

A hearing :*.av-‘..... b cen had the matter is -ubmittcd for decision, and the
Comﬁ.wzon bc.x.ng "ull,/ ac‘.vis-'-d, pLA-E found ..hat imo.o.. 2S .-,uch agrccments nffeet
thc public utilivy cl'z.:r.:-.ctcr c‘.‘ tno bus ncs.':. of uhc Comp:my, the ag*cc-nonts are

not tm:-ca..,on‘.ble R .,nd ."zat tm, Co-np._ny .;.Aould be u.,ho“iz»d to co'z.,x.-xm..te
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sald agreements with the Ci‘cy,:'and.::‘Cdmt:/‘:;:o.ﬁ *San Francisco- 2z submitted with the

application as Exhibits AN Lo "E“, inclusive. Yo zctommend-the folloving Order.

OEDE

T IS"I-iER‘E‘.BY'ORII‘-;BED: 4nat the Pacific Ges.and Elcetric Company-be and:
hercby 4is authorized o consummato the agrecments. submitted ir this application
as Exhibits MAT, "By MCM. MDY, and 3", in accordance with the terms and, condi-
tions therein set forth,, and that Pacifie Gas and Elcetric Company, i3 hoxody.
authorized to corry out the terms of said agrocments and %o render-the sorv-ic«::
contemplated and to charge the retes and colleet revenues thoreirom for such sor-
vice,, 21l im cecordance withrthe rates aad charges scb forth thorein.

The offective date of this Order shall be thoe date hercoef.,

The forcgoing Opindon anci~ Ordoer 45 heroby spproved and filed:ae.an.
Opinion and Ordor of. the Railroad: Commission of the State of Cal'-i,‘.‘qr:ii_a._

Dated at Sen Francisco,, California, this 27 “ dryrof %ﬂ_{ 24 L9455,

Commizaioners.,




