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13i;;:r;'Oi\S THE PUBLIC UTILITIES COlvil'iISSION OF THE STATE OF CA1IFORN:::! ... 

In the matter of the applic;:;.tion of) 
PACIFIC GAS ';!'lD ELECTRIC C01·lP.t~NY) a) 
co:"porat.ion, for an order of the ) 
Public Utilities Commission or the } 
St~t.e of California authorizing ) 
applican~ to carry out the terms o~) 
an agreement \1ith THE DO\~ CHEHICAL ) 
Ca~~NYJ dated September 4, 1951~ ) 
a cc'py ...... herco:!' is '"' t tached hereto I ) 

marked Exhibit ":\"'. ) 
(Electric) ) 

Application ~o. 32749 

O?INION AND ORDER 

PacifiC G:1S and Electric Co~npo.ny reG.ucsts aut~"lority in 

this ~pplication to carry out the terms ~nd conditions of an agree­

ment dated September 4, 1951 with The Dow Chemical Company. So.id 

agrc~ment provides for the zal~ and delivery by Pacific of electric 

energy on an interruptible ba~i$ to The Dow Chemical Co~p~ny's plant 

near Pittsburg, the loas0 to ~ow of ?acific's Dow Subst~tionJ 

maintenance by Pacific of s~id substation and installation by Pacific 

of additional substation facilities. A copy of said agreement is 

atto.ch~d to the <1pplico.tion as Exhibit HAIl and by reference made a 

pat'~ hereof. 

The proposed asreement provides that it shall~ at 0.11 

tir.1<;;,;s> . be subject to the jurisdiction of this Commission and trot if 

any chanr,c eiI'ccted by this Commi:;;sion shall so opcr~tc :;.s to affect 

~dverscly Dow, Dow moy effectuate an curly termination ns specified 

in said agreern.ent. The term of the proposed agre\.:mcnt is to begin 

on tho effoctivQ d.:;,tc of an ordor by this Commission authorizing 

Pacific to c2..rry out its provisions. '.'.'hen effective, th<.: proposed 

.3..::;r8cmcnt · ..... ill cancel an existing agreement between Po.cific nnd Dow, 
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~at'ed December 11 19411 ::l.nd. relating to lease 01 said subst;ltion 

f~cilities, an agreem.ent dated July 1> 1940 rclati~g to purchase ar.d 

sall:'! of electric energy at the said DOi,., plant) the a€~recments modi­

fyil:'l.g th~ same d.ated April le, 1947, and. any other agreements bet\t:e(~n 

the parties which were in effect on the date of execution of the 

proposed agreement. The term of the proposed agreement will continue 

unt.il December 31, 1957 and thereafter from year to year unless 

terninated on Dccc~ber 31, 1957, or any subsequent December 311 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 lease agreement 

datl~d December I, 1940) were authorized by this Commission's Decision 

No. 33171, do.ted June 4, 1940 in Application No. 23,4$4.. Pacific has 

been supplyinZ electric energy and service to Dow in accordance with 

tho existing agreement of July 1, 19~O which provided, in addition to 

sp~cial rotcs, for shutdown of deliveries at Pacifiers option during a 

certain period of each year. By a modifying agreement dated April is, 

1947, authorized by Decision No. ~.0281 doted May 20, 1947, the pro-

vi::d.ono for shutdovm of deli vcries were altered to provide for cur­

tailment or discontinuance z.t other times of the cont,ract YO:1:::'. Under 

the o.greeme:'l.t of July 1: 1940, Pacific has th(;) right to limi'C the 

delivery to a rnaxim'..l."n dcr.lo.nd. of 20,000 kilovolt amperes. The proposed 

.:.grc~cMent provides fer a muximum demand of 35,000 kilovolt 2I!:lperes. 

The rates and ch.:.rgcs to be paid by Do\V' fer electric energy 

and service to be furnishcc. under said proposed agrcumcnt are as 

follows: 

DC!'l'Ianc Ch.'1rl!c 
First 1)650 kva or less of monthly 

m.:txir.1Ur.1 demand ••••••.•.... ····•• .Sl,590 .. 00 
Next 1,500 kva of monthly 
maxim~~ de~and •••........•.•....• 0.954 per kva 

Allover 3,150 kva of monthly 
maximum demand .•••......•..•....• 0 .. $48 per kv3. 

~2_nMc~r(~~~C~h~n~r.e~c (to be added to the dor.~nd charge) 
2.65 mills per kv:hr. 
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Th~ maximum d0mand in any month will be ~hc ~vcragc 
kilovolt ~mpor0s doliv~ry of the thirty (30) minute 
interv~l in which such ~vcragc is grc~tcr than in 
~ny other thirty (30) minute interval in th~ mont/h. 

Qi.l Clnusc: 

The above energy ch~rgc will be incre~scd on the 
bolSis of 0.1325 mills for e~ch 10 cents that the 
pricQ of fuel oil as rcgu1~rly quoted by the 
St~nd~rd Oil Company of Ca1iforni~ for delivery 
~t its rcfinory ~t Richmond, Californi~, exceeds 
:l;il per bo.rrcl, the increase to be co,nputed to the 
nonrest on~-tunth mill p~r kwhr and such incrcnso 
sh.'"l.ll become cffccti vc on 0.11 rcgul.::.r meter rc.:\clings. 
t~kcr.. on o.nd o.ft~r the thirtieth (30) du~r following 
cffcctiVQ dntc of such cho.nge in the price of fuel 
oil. 

The no'''' olgrccmont provides th~t 1 in the I:::vcnt or actual or 

tihrcat~ncd shortage of power as determined by Pc.cific) service to 

Do.", rn;)y be tcmpor~rily curtnilod or discontinu(;d from tir.lc to time 

bot.,,:ccm noon of July 1 and midnight of February 15 of any contractual 

~re~r. Except in cases of ~mcrgcncies, at least three hours' notice 

:Ls to be given of curtailment up to 25% of Dow's then maximum 

d~r:u:.nd o.nd o.t lco.st 16 hours' notice of curto.ilmcnt exceeding so.id 

25%. The aggrcgo.tc curt~ilm~nt or discontinunncc by Pncific in any 

I::ontractual year is not to exceed the equivalent o,r 2,190 hours of 

full discontinuance. The monthly maximum demand in any month during 

'which full service is not maint.ained is to be pror~ted in the ratio 

of the hours of full servicc 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 

facilitie5~ the new agreement specifies that Dow shall pay $3)001.86 

plus a sum equal to 1.1925% of the <.\ctual cost to PacifiC of furnish­

ing and installing the additional substation facilities to bc 

provided under thc proposed agreement including 10% thereOf for 
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supervision and oV0rhe~d charges, provided that where facilitics 

have been removed as provided, the payment shall be diminished by 

1.0775% of the value less cost of removal applicable to facilities 

now installed and 1.1925% of the value less cost of removal of such 

r~moved facilities as were installed under the proposed agreement. 

Applicant. states tha't it received from D\:>w ~7l6~OOO for 

electric energy and service supplied during the 12 months ended 

July 31, 1951. The charges for said service would have amounted in 

the z.ggrcgat~ to the sum of $973,000 if said service had been billed 

in accordance "lith the rates contained in the proposed agreement. 

Applicant further states that the increase in rates and chnrges 

which will result under the proposed agreement is necessitated by 

reason of added costs to Pacific resulting from substantial 

incr~ases in installation costo and oporating cxpcnocs, particularly 

~incc the conclusion of World ~;;ar II. 

P~cific sto.tcs in its o.pplication that under the new 

agr~cmcnt Dow ~(ill receive electric service thereunder at rates and 

charges which ~lrc not more than fair .$\.nd reasonable to Dow. Pacific 

all~ges that the furnishing of electric service to Dow under the 

new agreement vlill not constitute a burden upon its other electric 

customers but will, all things considered, be of benefit and 

advant~ge to s~id other electric customers, and that the provisions 

bov~rning lease of substation facilities by Pacific to Dow are fair 

and roasonabll,). 

A comp.:.rison of o.vcr.:tge churges l based on clcliv\.:ry of 

25,000 kvu at 95% pow~r factor and 9~~ load factor during a 730-hour 

month, shows about .513 cents per kwhr under the proposed agreement 

with fuel oil o.t a quoted price of $1.$0 per barrel, and .666 cents 

per k\'lhr under Pacific's presently filed Schedule P-5B. It. is 

app~rc:nt that ti,1C lm<lGr level of charzcs afforded to DOi'1 under the 
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proposed agrec~ent reflects the advantages afforded in the operation 

of Pacific~s system through the curtailment provisions of said 

agre\~r.ient.· It is expected tha t curtai lment or di scontinuance of 

de:i \feri~s will be effected, wi thin the terms of. the a.greement, if 

:1.ecessary in the operation of Pacific' 5 system. Nevertheless,. the 

agree~ent should p~ovide for appropriate revision of charges in the 

event that curtailment of deliveries from Pacific's system becomes 

necessary but is not effected because of curcumstances which may 

o=- may not be beyond the control of Dow. The authorization h~rein 

,~rantcd will b~ conclitioned upon modification of the proposed 

ag=-ee~ent to provide for such a revision of charges. The action 

taken herein shall not be construed to be a finding of the value of 

t~e property herein authorized to be leased • 
. j 

There is now pending before this Commission, Application 

No. 32589 by the Pacific Gas and Electric Cor.ipa~y, for a requested 

electric rate increase. If during the course of said proceeding or 

at any other time, it should be dcterfuined by this Commission that the 

contract rate hereir. aut1--:orizcd is such as to become a hurden upon 

other ratepayers of tr.c CO:lipany or that said cont-ract rate is not 

co~~cnsurat~ with the value of the strvico to be rendered under the 

contract, or docs not meet the cost of such service, the said con­

tract rate is subject to such cr.an~c or r.;odification os the Comrr.ission 

i:1 i t,s jurisdiction may deterrr.inc. 

The Commissi on having cons idercd tho request of appli cant 

G!'1d being of the opinion thot the application should be granted 

subj cct to the afore-mentioned condition and that a public hearing 

is not necessary, 

IT IS HEltEBY FOUND AS A FACT that the increases in rates 

~nd charges authorized herein are justified; therefore, 

IT IS HEREBY ORDERED too t PaCific Gas ax Elect=-i c Cornpanj 

·C(' J.nd hereby is outhorized to carry out tht:= torI.IS and conditions 
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of the written agrecllient d~ted Septenber4~ 1951 ~ith The Dow 

Chcrr.ical Company and to deliver th E: ele ctric energy i;tnd service and 

lease the property described therein under the 'Corms and conditions 

stated in soid agreement provided said agr~ement is modified by 

inclusion therei~ of a provision substantially as follows: 

In the event that Pacific ~ivcs noti~c of curtailment . 
or discontinuance in accordance with Section 4. of this .. 
agreement and, in the absence of withdrawal:of said· 
notice by Pacific, such curtailment or discontinuance· 
is not effected eith~r because of circumstances arising 
in Custo~er!s requirements or because of require-
ments for Custor.-.er's products ~ then the provisions . 
of Sections ), 4, and 5 of this agreement shall 
irr:medi8.tely tcrr:lino.te and thereafter for the rerr.ainder 
of the term of this agreement the rates a~d charges of 
Pacific's re~ularlj filed and open tariff schedules 
shall be applied to deliveri~s of electric energy ~nd 
service to Customer. 

IT IS HEREBt FURTHEfi. ORDEf{ED tha t Pacific Gas' and Electric 

Com".;lny J wi thin thirty (30) day s after the effecti vo dat~ of said 

.1t~r01~L.cnt, shall file two (2) certifie d copies of the agreem.ent os 

a~thorized herein and executed by the parti~s, shall file a state ... 

~ent of the date on which said agreement is deerr.ed to hl ve becomt; 

cf.:."\.;cti ve, ~nd wi t!iin thirty (30) days after tennina ti.on of said 

agrecr.,~mt shall notify this Comr .. ission of the date of su~h 

t.ern.inat.i on. 

The efrcctiv~ date of this order sh~ll be twenty (20) days 

a!tcr the date hereof. 

Dat~d at San Fr~ncisco, California, this __ ~L __ ~ ____ day 

of _-.lo~~~'..(""--__ ' 195~. 

-6- Com.'uiSSloners. 


