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BUFORL THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the application of)
PACIFIC GAS AND ELECTRIC COLPaNY, a)
corporavion, for an order of the )
Public Urilivies Commission of the )
State of California authorizing
applicant to carry out the terms of
an agreement with THE DOW CREMICAL
COLFANY, dated September 4, 1951,
a copy whe;ch is attached hercto,
marked Exhiodit 'a".

(Blectric)

Application No. 32749

e e N e o e N

OPINION AND ORDER

Pacific Cas and Electric Company regucsts authority in
this application to carry out the terms and conditions of an agree-
ment dated September L, 1951 with The Dow Chemical Company. Said
agreement provides for the sale and dolivery by Pacific of electric
energy on an interruptible basis to The Dow Chemical Company's plant
near Pittsburg, the lease to Dow of Pacific's Dow Substation,
maintenance by Pacific of said substation and installation Dby Pacific
of additional substation facilitics. A copy of said agreement 1s
attached to the application as Exhibit "A" and by refercnce made a
pars hereof.

The proposcd agrecment provides that it shall, at all
times, . oc subject to the jurisdiction of this Commission and that if
any change dirccted by this Commission shall so operate as to affeet
adverscely Dow, Dow may effectuate an carly termination as spaecified
in said agreement. The term of the propesed agrecment is to begin
on the offcctive date of an order by this Commission authorizing
Pacific to carry out its provisions. When effective, the proposcd

acreement will cancel an existing agreement between Pacific and Dow,

.
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Jated December 1, 1941, and relating to lease cf sald substation
facilities, an agreement dated July 1, 1940 relating to purchase and
sale of electric energy at the said Dow plant, the agreements modi-
fying the same dated April 18, 1947, and any other agreements between
the parties which were in effect on the date of execution of the
proposed agreement. The term of the proposed agreement will continue

til December 31, 1957 and thereafter from year to year unlcss
terminatod on December 3L, 1957, or any subsequent December 31, after
not less than 12 months'! prior notice.

The existing agreement under which Pacific is supplying
electric energy to Dow, dated July 1, 1940, and the leasc agreement
dated December 1, 1940, were authorized by this Commission's Decision
No. 33171, dated June 4, 1940 in Application No. 23484. Pacific bas
been supplying clectric cnergy and scrvice to Dow in accordance with
the existing agreement of July 1, 194C which provided, in addition to
special rates, for chutdown of deliveries at Pacific's option cduring a
certain period of cach year. By a modifying agreement dated April 18,
1947, authorized by Decision No. LOZ8L dated May 20, 1947, the pro-
visions for shutdown of deliveries were altered to provide for cure
+ailment or discontinuance &t other times of the contract year. Under
the agreement of July 1, 1940, Pacific has the right to limit the
delivery %o a maximum demand of 20,000 kilovolt ampceres. The proposed
agreement provides for a maximum demand of 35,000 kilovolit ampcres.

The rates and charges to be paid by Dow for electric cnergy
and scrvice to be furnished under saild proposed agreement are as
follows:.

Demand Charge
First 1,650 kva or less of monthly
maxinwa demand .eeecos. ve..e.31,590.00
Next 1,500 kva of monthly
maximuwn dermand ceeeseereccarsaans 0.954 per kva
All over 3,150 kva of monthly
maximunm demand ... cesseaann 0.848 por kva

Inoreyv Charge (to be added to the demand charge)
2.65 mills per kwhr.




Moximum Demand:

The maximum demand in any month will be the average
kilovolt amperes delivery of the thirty (30) minute
interval in which such average is greater than in

any other thirty (30) minute interval in the month.
0il Clause:

The above cnergy charge will be increased on the

basis of 0.1325 mills for cach 10 cents that the

price of fuel oil as regularly quotcd by the

Standard 0il Company of California for delivery

at its refinery at Richmond, California, exceods

$1 per barrcl, the increasc to be conputed to the

necarest onc-tenth mill per kwhr and such inercasc

shall become cffeetive on all regular meter readings

takern on and after the thirticth (30) day following

cffective date of such change in the pricc of fuel

oil.

The new agreement provides that, in the cvent of actual or
threatenced shortage of power as determined by Pacifie, service to
Dow may be tomporarily curtailed or discontinued from tine to time
botween noon of July 1 and midnight of February 15 of any contractual
vear. Except in cases of emergencies, at least three hours' notice
16 to be given of curtailment up to 25% of Dow's then maximum
domand and at lcast 16 hours' notice of curtallment cxcecding said
R5%. The aggregate curtailment or discontinuance by Pacific in any
contractual year is not to exceed the equivalent of 2,190 hours of
full discontinuance. The monthly maximum deémand in any month during
which full service is not maintained is to be prorated in the ratio
of the hours of full service to the total number of hours in the
month but is to be not less than the average load during the month.

As monthly rental for usc of Pacific's substation
facilities, the new agreement specifies that Dow shall pay $3,001.86

plus a sum equal to 1.1925% of the actual cost to Pacific of furnish-

ing and instélling the additional substation facilities to be

provided under the proposed agreement including 10% thereof for
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supervision and overhcad charges, provided that where facilities
have been removed as provided, the payment shall bde diminished by
1.0775% of the value less cost of rcmoval applicable to facilities
now installed and 1.1925% of the value less cost of removal of such
removed facilitics as were installed under the proposed agrecment.

Applicant states that it received from Dow $716,000 for
clectric energy and service supplied during the 12 months cended
July 31, 1951. The charges for said service would have amounted in
the aggregate to the sum of $973,000 if said service had been billed
in accordance with the ratces contained in the proposed agreement.
Applicant further states that the increase in rates and charges
which will result under the proposcd agreement is necessitated by
rcason of added costs to Pacific resulting from substantial
inereascs in installation costs and operating CXpenscs, particularly
sineco the conclusion of World Var II.

Pacific states in its application that under the new
agrocnment Dow will receive clectric service thercunder at rates and
charges which arc not morc than fair and reasonable to Dow. Pacific
alleges that the furnishing of clectric service to Dow under the
new agreement will not constitute a burder upon its other clectric
customers but will, all things considered, be of benefit and
advantage to said other clectric customers, and that the provisions
governing lcasc of substation facilities by Pacific to Dow arc fair
and rcasonable.

A comparison of average charges, based on delivery of
25,000 kva at 95% power factor and 90% load factor during a 730-hour
month, shows about .513 c¢ents per kwhr under the proposed agreement
with fuel oil at a quoted price of 31.80 per barrcl, and .666 cents
por kwhr under Pacific's presently filed Schedule P-5B. It is

apparcnt that tie lower level of charges afforded to Dow under the
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proposed agrecnent reflects the advantages afforded in the operation
of Pacific's system through the curtailment provisions of said
agreement, It is expected that curtailment or discontinuance of
deliveries will be effected, within the terms of. the agreement, if
cessary in the operation of Pacific's system. Nevertheless, the
agreement should provide for appropriate revision of charges in the
event that curtailment of deliveries from Pacific's system beconmes
necessary dut is not effected because of curcumstances which may

or may not be bheyond the control of Dow. The authorization herein
granted will be conditioned upon modification of the proposed
agreeunent to provide for such a revision of charges. The action
taken herein shall not be construed to be a finding of the value of
the property herein authorized to be leased.

:;%here is now pending before this Commission, Application
Ne. 32589 by the Pacific Gas and Electric Comipany, for a requested
electric rate increase. If during the course of said proceeding or
at any other time, it should be determined by this Commission that the
contract rate herein authorized is such as to become a burden upon
other ratepayers of the company or that said contract rate is not
commensurate with the value of the service to be rendered under the
contract, or does not meet the cost of such service, the said con-
tract rave is subjecct to such crange or wodification as the Commission
in ivs jurisdiction may devermine.

The Commission having congidered the request of applicant
and being of the opinion that the application should be granted
subject to the afore-mentioned condition and that a public hearing

is not necessary,

IT IS HEREBY FOUND AS A FACT that the increases in rates
and charges authorized herein are justified; therefore,

IT IS HEREBY ORDERED that Pacific Gas ard Electric Company
ce and hereby is authorized to carry out the terns and conditions
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of the written agreement dated Septenber 4, 1951 with The Dow

Chemical Company and to deliver the electric energy and service and

lcasce the property described therein under the terms and conditions

stated in said agreement provided said agreement is modified by
inclusion therein of a provision substantially as follows:

In the event that Pacific gives notige of curtailment

or discontinuance in accordance with Section 4 of this ..

agreement and, in the absence of withdrawal of said

notice by Pacmflc such curtailment or dis continuance-

is not cffected cither because of circumstances arising

in Customur'q requirements or because of require-

ments for Customer's products, then the provisions

of Sections 3, 4, and 5 of this agreement shall

1nmedxﬂtely termlnatu and thereatter for the remalndcr

£ the term of this agreement the rates and charges of

Pﬁc fic's regularly filed and open tariff schedules

shall be applied to deliveries of electric energy and

service to Customer.

IT IS HEREBY FURTHER ORDERED that Pac¢ific Gas and Electrie
Comnany, within thirty (30) days after the effective date of saild
agreanent, shall file two (2) certified copies of the agreement as
authorized herein and executed by the parties, shall file a state-
ment of the date on which saild agreement is deemed to Mve become
effective, and within thirty (30) days after termination of said
agrecr.ent shall notify this Comnission of the date of suesh
ternination.

The effective date of this order shall be twenty (20) days
after the date hereof.

Dated at San Francisco, California, this _ ( day

of C%ai V4 y 1952.
v } \Pre51 Nt
/ﬂ

. u,;,q“ga
x)}& ig://n}%//ﬁ )

gommissioners.




