
Decision No. 47346 

BEFORE THE PUBLIC UTILITIES COr.n.rISSION OF THE STATE Ol' CALIFOlmIA 

I.n the matter of the application of ) 
PACIFIC GAS AND ELECTRIC COI;,u"ANY) a ) 
c,orporD. tion, for an order of the Public) 
Utilities Co~~ission of the State of ) 
C,alifornia, authorizing applicant to ) 
ca.rry out t,hc terms of an agreement ) 
wi t h SHBLL CHzr·~I CAL COR-POM TI UN, dated ) 
April 11, l,952, a copy whereof is ) 
a ttuched. hereto, marked Exhibit l'A ". ) 

(Electric) ) 

OPINION AND ORDER 

Application No. 33482 

In this application Pacific Gas and. Electric Company 

se'cks authority to carry out the terms and conditions of an 

agreement dated April 11, 1952, with Shell Chemical Corporation. 

Said agrcem(:mt provides for the sale and delivery by Pacific of 

electric energy on an interruptible baSis to Shell Chemical 

Corporation's plant near Pitt~burg, the lease to Shell of Pacific's 

Shell Subst~\tion, maintenance by Pacific of said substation, and 

installation by Pacific of additional substation facilit,ies. A 

copy of said agreement is attached to the applic~tionas Exhibit A 

and by reference made a part hereof. 

The agreement provides that it shall be subj0ct at all 

times to such chan~es or modific~tions by this Commission as this 

Com.."llission m,9.Y direct in the exercise of its jurisdiction provided 

thclt in the ,,;vent that any such change or modifications shall so 

operate as to advers~ly affect Shell, then Shell may effectuate 

an early terr.'1ination as specified in said agreement. The term of 

th~ proposed agreement is to begin on the effective date of an 

order by this Commission authorizing Pacific to carry out its terms 

and is to continue until the 31st day of December, 1957, and 
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therc~fter from yoar to year J provided that ~ither party may 

terminate s<!l.id agreement on Dcccmb~r 31, 1957, or on December 31 

of any subs\~qucnt year by giving the other not less too.n 12 months t 

prior notic~. 

Upon becoming effective, the propooed agreoment will 

cancel and supersede c~rtain agreements between Pacific and Shell 

(a) bearing d~t~ of Yuy 24, 1945, together with letter agreoments 

dated October 13, 1947, Jan~~ry 3, 1950, and October 25, 1951, 

relating to the lc~sing of Pacific's Shell Substation facilities, 

and (b) bearing dllte of May 24, 1945, together with lett.er 

agreement modifying the sumc, bearing date of August lS, 1947, 

and any other agreements bctwcer ... the parties, either oral or 

written, which were in effoct on the date of execution of the 

proposed agreement, relating to the purchase and sale of: electric 

cner;gy for us~~ at Shell' ~ plant. Authority to carry out the 

agrc\~ment rcl~lting to the purchase and sale of electric energy, 

d\lted Ma.y 24, 1945, was granted to PO-cific' Gas and Electric Company 

by Decision No. 3$211 1 dated SoptBmbcr 12;1945, in Applicctiorn 

No. 23261, 1st Supplemental. Pacific is und for some time has beon 

furnishing electric energy to Sholl in accordance with the terms 

and conditions of sc.id exioting contract of'May. 24, 1945, as 

modified by th~ order of the Coxpmission in Decision No. 43972 

(ApplicCltion No. 30717), ~uthorizing a 6~~ inercasc in Clk':l.rges 

thereunder, ~nd in minor p~rt) under the rates, charges and 

conditions in Pacific's filed and effective Schedu1~ P-5. 

The morc import~nt particulars in which the new ~greemcnt 

of April 11, 1952 di££~rs from the presently effective contrQct 

arc: 

1. The new .lgreemcnt includes the und~rtakings of 
P~cific D.nd Shell in respect to electric sorvice 
~nd lec.sc of substction facilities known as 
nShell Substation1f in lieu of the present 
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sep~r~te electric service agreement and the 
lease agreement between said parties. As 
monthly rental for said substation f~cilities, 
the new agreement specifies that Shell shall pa.y 
$2,405.25) plus a sum equal to 1.0775% of the 
~ctual costs to Pacific of furnishing and 
installing the additional substation facilities 
which may be provided under the proposed agree­
ment 1 including 10% thereof for supervision and 
overhead charges and diminished by a sum equal 
to 1.0775% of the value less cost of removal of 
any facilities) theretofore leo.sed under the 
agreement, which may be removed. 

2. Under the existing electric service contract 
Pacific has the right to limit the delivery of 
electric energy to a maximum demand of 20,000 kva J 

whereas the new agreement gives Pacific the right 
to limit such maximum to 23,000 kva. 

3. The schedule of rates to be charged Shell by 
Pacific for all electric energy deliv.ered under 
the new agreement ~nd the curtailment and dis­
continuance provisions thereof are the same as 
those recently mad~ effective for electric 
service supplied under special contracts with 
the Dow Chemical Company, Hercules Powder Company, 
and Kaiser Aluminum and Chemical Corporation, 
pursuant to authorization of the Commission 
contained in Decisions Nos. 46946) 46947) and 47167 , 
respectively. 

The rates and charg~s to be paid by Shell for electric 

energy and service furnished under said proposed agreement are as 

follows: 

D~mand Charge: 

:1650 kilovolt ampcros or less of 
monthly maximum demand •• ~ •••• P. $1,590.00 

First 

Next 1500 kilovolt amperes of monthly 
maximum demand ••.•••.•• ~ ••••••• 0.954 per 

kilovolt 
ampere. 

AllOver 3150 kilovolt amperes of monthly 
maximum demand '................. 0.$4$ 'Ocr 

kilovolt 
ampere. 

Energy Charge: (to be added to the Demand Charge) 
2.65 mills per kilowatt-hour. 
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Maximum Demand: 

The maximum demand in any month will be the . 
~~vcragc kill,volt amperes delivery of the thirty (30) 
minute intcl~va1 in which such average is greater 
than any othor thirty (30) minute interval in the 
month. 

qil Clause: 

The above energy charge will be increased on 
the basis of 0 .• 1325 mills for each 10¢ that the 
price of fuel oil z.s regularly quoted by the Standard 
Oj~l COl':lpany of California for delivery at its refinery 
at Richmond J California I exceeds $1.00 per barrc1 1 
the incrC:D.$c to be: computed to tho nearest one-hundredth 
mill per kilowatt-hour, and to bccoml.:: effective on all 
re~lar meter readings taken on and after the thirtieth 
(·30) day following such chango in the prico of fuel oil. 

vJith rcspoct to curtailment or discontinuancc 1 tho new 

agr,ecmcnt provides that l'lhcnever J from time to timo, between noon 

of 11uly 1 and midnight of Fe:bruary 15 of any contractual year 'it 

shall be ncc(;!ssary, in the sole judgment of Pc?cific 1 on account 

of ,')ctual or threatened shortage of power 1 for the usc of energy 

by Shell to be temporarily curtail~d or discontinued to permit 
. 

Pacific to meet the d~mands of its regular customers on firm rates 1 

Shell 'will curtail the use of electric energy to the extent 

required by Pacific. The curtailment or discontinuance is to be 

made immediately upon request from Pacific in cases of 'emergencies 

not rea~onably predictable by Pacific , the curtailment will'be 

made upon receipt. of at least three'hours' notice in' all other 

inst~nces requ:lring curtailment up to" 25% of Shell's then ·maximum 

demand, and in instonces requiring discontinuance or curtailment 
I 

of more than 25% of Shell's then maximum demand the curtailment 

will be made upon at least 16 hours t notice. The ageregate. 

curtailment or discontinuance by Pacific in any contract.ual year 

is not to exceed the equivalent of 2,190 hours of full discon­

tinuance. The nlonthly maximum demand in any month during whfch 

-4-



• 
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. 

In its application J Pacific states that it received 

$506 1 212 from Shell for ()lectric energy and service supplied under 

th~~ existing agreement of May 24, 1945 during the 12 months ended 

March 31, 19521 and that .if said scrvice had been billed in 

~ccordancc with the schedule of ~atcs contained in the new agree­

ment,.. the charge would have amounted" in the aggregatl~1 to the 

sum of $746 1 142. Theref.ore) the increase in charge w'ould 

ap'proximate ~2401000 or 47 .. 4%., Applicant further states that tho 

increase in rates and charges which will result under the proposed 

agre~mcnt is neccssitat~d by reason of added cost to ,Pacif~c of 

furnishing and supplying electric service resulting from 

substantial increases of installation costs and oper~tting expenses, 

ml~r0 l'articularly during the period since the conclu:sion of 

~Jorld i'Jar II. Applicant states that under said new ilgrocment 

Shell will receive electric service at rates and charges which 

arc not more than fair and reasonable to Sholl, that the furnishing 
. 

and supplying e,f energy and service to Shell at and in accordance 

"'i th the terms and conditions contained in said new agreement, 

and a full performance by the parties ther~to of their respective 

covenants, will not cOl'lsti tutc 0. burden upon Pacif:f.c: t s other 

electric customers but wil1 1 all things considered, be of benefit 

~nd advantoge to suid other customers, and requests a finding 

that tl:!.e increases in rates and charges which will result from the 

consUllll'lUI.tion of said now agreement arc justified.. 

A comparison of avor~gc ch~rgcs, based on delivery of 

20,000 kva at 95% power factor and 90% lon.d factor during a 730-

hour month, shows about 5.1 mills per k:i.lowatt-hour under the 
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proposed ~grccment) with fuel oil o.t a quoted price of ,:,l.SO per 

barrel, and 6.9 mills per kilowatt-hour under Pacific's presently 

filed Schedule P-5B. Charges under the presently existing contract 

for service to a load of similar magnitude 1 with 90% annual load 

fac'tor, would be approxim,ately 3.6 mills per kilowatt-hour. It is 

apparent that the level of charges afforded to Shell under the 

proposed agreement reflects the advantages in the operation of 

Pacific' s s~rstem through the curtailment provi,<;\ions of said 

agreement. Likewise, it is apparent that the charges to Shell 

tor such service should 'be at comparable level with the charges 

recently authorized for similarly curtailable service to other 

electrochemical customers of Pacific and that such increase in 

charges ~s may·occur under the proposed contract is justified and 

should be made effective without delay. The agreement, provides 

for the application of Pacific's regularly filed and open tariff 

s,chedules for the remainder of its term in the event that curtail ... 

nlent or 'discontinuance of service under the terms of the agreement 

becomes necessary but is not effected because of circumstances 

;a.rising in Shell's requirements or in the requirements for Shell's 

products. 

There is now pcndinc before this Commission l Application 
. ' 

No. 32589 by the Pacific Gas and Electric Company, for a requested 

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

or at any othor time, it should be determined by this Commission' 

that the contract rate herein ~uthorized is such as to b~comc a 

burden u.pon other ratep~yerS'·· of the company or that said contract 

rate is not commensurate with the valuo of the service to be 

rendered under the contract, or docs not meet the CO$t of such 

serVice, the s~id contract rate is subject to such change or modifi­

c~tion ;;)'s the CommiSSion, in its juri ... diction, may determine. 
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With respect to th~ lease of substation facilities as 
'. 

provicied in the propos~d o.grecment, the action taken herein sh..'lll 

not be constr'l1ecl. to be a finding of the value of the property herein 

~uthorized to be le<lscd. 

ThE~ Commission having consid~rcd the request of applicant 

and being of the opinion that the application should be grant~d and 

that a public hearing is not necessary, 

IT IS HEREBY FClUND AS A FACT that th\:! incr~uses in rat(.:'s 

and ch.clrges authorized h,:rcin arc justi.fied~ and 

IT IS HEREBY ORDERED that Pacific Gas and Eltlctric 

CO!::lpany b~ ~.nd hcr~by is =.uthorizod to co.r:ry out the terms and 

conditions of the written agreement do.t0d April 11, 1952, with 

Shell Chemical Corporation, and deliver the electric encrsy and 

s€~rvicc and lease the property describ~d therein under the terms 

and conditions stated in said agreement. 

IT IS HEREBY FURTHER ORDERED th.:.t Pacific Gas ~nd Electric 

C,ompany , within thirty {.30} day s after the termination of said agree­

ment, 3hall notify this Commission of the date of such termination. 

The effective date of this order shall be tho do.t~ her~of. 

:Jlltcd at.,LLZ:ovr.c'..... ,C~liforniaJ uhl~i't:!dny 
of ~/, 1952. 
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