
Decision No ....... 520.86 

In the Mat·te·r of the. A=Ppli'cati,o'n of. .) 
PACIFIC GAS AND ELECTRIC COMPANY and ) 
SACRAMENTO MUNICIPAL UTILI!Y DISTRICT ) 
for an order granting and con~erring ) 
upon Pacific Gas and Electric Compa;ny ~ 
all necessary permission and author- -) 
ity to perform and carry out the., ) 
provisi'ons of the written contract ) 
::ade by and between applicants and ) 
dated JUne 16" 195;'. ) 

(Electric) ) 

OPINION AN'D ORDER 

Application No~ 37129 

By the above-'entitled application filed July 13, 1955; 

Pacific Gas and Electric Company and Sacramento Municipal Utility 

District seek an order of this Commission authorizing them to carry 

out t.he terms of a written contract dated June 16, 1955, which con:' 

tract relates to th'e supply of electric power and energy by Pacific 

to Sacramento. A copy 6r said contract is attached to the ipplica­

tion as Exhibit A. 

Since July 1, 1954 Sacramento has been and ~ow is pureha$~ 

Central Valley Project power and energy under a contract dated 

December 11; 1952, with the United States Bureau 6f Reclamation;. 

Under the te~s of said contract Sacramento will receive firm power 

up to a maximum demand of 290,000 kw for a period of 40 years termi­

nating on JUne 30; 199~~ 

Pacific now is and ever since July l, 1954 has been trans­

mitting for the Bureau or Reclamation said electric power and. 

energy to Sacramento, under the terms and conditions of the transmis;' 

sion and exchange (?,wer wheeling service) contract No~ 175r.;;.2650 
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'1(' . 

, I , 
- , . j' 

, ' 1 ('.; 

between Pacific and Reclamation dated April 2, 1951, as supplemented, 

and as authorized by this Commi~s1on.l " ,~) .. 

The application states that since Sacramento anticipates 

that its power requirements will exceed the 290,000 kw covered'by 

the afore-mentioned Sacramento-Reclamation contract, Pacific and 

Sacramento have entered into and executed a contract dated June 1o, 

1955. 'Under the terms and cond.itions of said:'· contract Pacific agrees , 

among other things, to su'pply electric power:·to Sacramento up to a 

maximum firm demand of 30(),000 kw, together With energy in suc.h 

CJ.ua~tities as Sacramento shall req,uire up t.o a maximum load factcr 
;- ,-, 

or-ioo per cent and to supply certain emergency power service .. . , . 
, . 

Subject to other provisions of the contract the termination, ~date ,is . ,. 

:to ,be April 1, 1971. 

Basic Contract Rate ," , " 

, • "I Ilf ! 

Subject to 'the prOvisions of Articles e and 9 of the con­

tract, discussed hereinafter, Sacramento agrees to pay Pacific each 
., , 

month for the power and energy sold to it as follows,: 

1. Demand Charge.: 
,J:'" 

$1~,'6$,;":~e~"',ldiowatt of billin~d.emand..:.per -month. 
,-~, , 

.. '. .... ~. , ./. ..... ,r- •. ,.. :. ..,., 

2. Energy "Charge (to be added 'to the"'Demand 'Charge): 
1'" ;/)..., "','" t' .... ( " ~ '. 
. :.~,:' 'Bas~'~Rate:' :::~ ';' :,~:' ." 

, ,-. 'Fuel. Oil '." , jt 
: '$1.90 per:. Baf;~ll Effective Rate 

$0.00335 per kwhr 

The above effective rate is based upon 
the posted price of fuel oil of $1.90 'per 
barrel, as set forth in subdivision (b) 
of said Article $.' , 

i 'Decision 1':0. 46658, d.ated. 'August 7, 1951, DeCiSion No. 4S17~, 
'dated Ja:n~ 19, 1953, and Decision No. 51021, dated:January:25, 
1955 (Application No. 32:333).. 
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.The electric systems of Pacific and. Sacramento will be 

connected. at a point on Pa.cific's 220 kv Bucks~Bellota ei;-euits 

directly west of Sacramento'S Hedge Subst·ati'on. Pacific Will furnish 

and. maintain air Switches required to sectionalize such ei~euits in 

the vicinity of such point of connection. Sacramento will furnish 

and maintain all other transmission and substation facilities'" 

required to take delivery of power and energy under said agreement 

at the Hedge Substation 110 kv bus. For the use of said transoission 

and substation facilities, Pacific shall pay Sacramento each month 

during the term of said. c'ontract $0 .• 00045 per kilowatt-hour of 

energy supplied by Pacific during such month, provided, that in ~y 

month such payment shall not apply to kilowatt-hours supplied to 

Sacramento by Paci£ie in excess of the Sacramento system load factor 
" during such month or of amon~hly load factor of 67 per cent, which-

ever is lesser .• 

Contract Provisions 

For an understanding of the contract it will be helpful to 

mention several of the provisions contained therein. 

Article 5 sets forth definitions of the various terms used 

in the contract which constitute the basis for billing. 

Article 6 provides that Sacramento shall, in lieu of 

installing steam-electric power generation, purchase from Pacific, 

and Pacific shall supply, all Sacramento's steam-electric power 

requirements up to a maximum firm demand of 300,000 kw together with 

energy in such quantities as Sacramento's shall require up to a 

maximum load factor of ~OO per cent. 

Article 7 refers to the determination of demand and energy 

supplied by Paci£ic~ 

Article S refers to the payments for ~leetric power and 

energy by Sacramento. In this article the fuel adjustment clause 
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rererre~ to in the schedule of rates is set forth and provides for 

a deduction or addition of 0.00$0 cents per kwhr to the energy base 

rate for each 5 cents that the posted price of standard bunker fuel 

oil, or equivalent, is below or above $1.90 per barrel in tank ear 

lots £.0.0. Richmond, Oleum, Martinez, or Avon refineries, whichever 

posted price is the lowest. The method. used for determining billing 

demand is also discussed in this article. Pacific has furnished a 

hypothetical billing illustrating the application or the various 

terms used in the contract. 

Article 9 dealing with emergency service provides for the 

determination or the billing demand in the event that, as a result 

or equipment failure only, the power supply to Sacramento from 

sources other than Pacific is reduced. 

Article 10 includes the condition that Sacramento shall 

maintain a power factor at the point or d.elivery of not less than 

90 per cent lagging at all times on the firm power supplied by 

Pacific. The article further provides that deliveries of power and 
, . 

energy shall commence when the total Sacramento demand shall exceed 

290,000 kw or the contract rate of delivery then in effect between 

Sacramento and Reclamation, whichever is higher. 

Article 13 describes the service areas of Pacific and ' 

Sacramento during the term of the contract. 

Article 15 states that Pacific shall file within 30 days 

atter the execution of the contract, an application with this 

Commission for an order authorizing Pacific to carry out the terms 

thereof. The article further provid'es that if' such order is not 

issued and effective within. nine months after the execution: of the 

contract 7 the contract sball ther'eupon become null and void:.- It is' 

stated that the contract shall at all times be subject to such 

changes or modifications, by this Commission as it may from time to 
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time direct in the exercise of its jurisdiction. In the event that 
: ; r •• I) •• ~ t, ... ~_.' ., >:" ." . ~ . .: ",~; • " . " . 

the schedule of rates, billing provisions, or payments for the use or 

sacralll~n~~~'is f~~il~t~"e's are changed by the ComciS'~·i~~ s~ 'that the 'net: 

ch~rges ~;; se~ic~; "t:o' Sacramento a!"e increa.sed d~i~~the term 'of " 
, ' ' ', . , , .' :", : .'" .~. . ' , 'n"'" , . _I 

the contract, Sacramento shall have the right to teniinate the con-
0, ••• • 't-

f. ' '. • I " /' .' • t 1", • 

tract on not less than 30 months,' notice to Pacific." 'If such 
'! : I • , " 

, , '. (' 

schedule of rates, billing provisions, or facility payments' are 
Ii ': 

changed by the Commission $0 as to decrease the net payments received 
> • ~. 

, " I " '. .. 

by Pacific under the contract, Pacific shall have the right to termi-' 
, , , 

nate the contract on not less than 30 months' notice to Sacramento,,' 
'f ","", 

Such notice by either party to the other shall be given within 
• . j •••• 

1$0 days after the effective date of such increase or decrease. 

Article 16, relating to the term of' contract, ·p~oVi'des that 
, I'" I • -:' I. 

the effective date of the c,ontract shall' be the eff'ecti ve date of the 

authorizing order and except as otherwise provided the contract shall 
. ',' , ... , " , 

terminate April 1, 1971. The article further describes Sacramento's 

right to cancel this contract on not less than: 90" days~ notiCe t~ 

Pacific given on or before April 1, 1959, in 'the event that'Pacific 
• " I '. " • • '. • ~ : ,~.' 

and Reclamation shall not have agreed by'April 1, 1955, to' a contraet 
'. "', 

between them containing proviSions to enable Reclamation to supply 

Sacra::lento at least 290,000 kw" a~ S~crament~"; monthl~ load faCtor 
. , • i"" .,.... 

until April l, 1971, or beyond,' provided further that" such eancella-' 
: " l ,'\ I" : ., •. • ~ • t , • 

tion by ~cramento shall not become'eff'ectiveprior'to April 1,' 1961. 

~ompanY Estimates - , 

.. ·"The =ompany submitted figures based on Sacramento's 1964 
~ .. ,...... "", 

estimated use of 4.42,500,000 kWhr and a maximum. de~d "O'f' 129,000 kw .. 
. -. , 

These fi~es purport to Show the total ~~ual cost to serve Sacra- ' 
~ , t', :'. j ,I ':', I ,., • • •• 

mento, which cost is based on the year 1954, and the revenue aCCruing 
, • .", ., , : " ;' ,'.. .,'. , '" r; ,.:; . , ' 

to Pacif'ic under the ,terms of this contract. The revenue per 

kilowatt-hour under the contra.ct is est'~~ted to be O;6934'cents and 
I '.~,.~., •• .. 
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would allow a ~.4 per cent rate of return, compared to an average 

irkte of O.6S59' c~~~s';er kilowatt-hour and approximately the same 
':. ", 

~ate or return under Pacific's filed Schedule R, Resale Service • 
• • : ~ I • , • , 

The company also estimated the average billing demands, by 
". . t' • ,,", ~ • 

years, from 1961 when total Sacramento demand is expected to exceed 
.' ~ ,I" • /. ,~.~,', • '. ,. : .. / .. 

" '290~OOO lew, to 1971, the end of the contract. These estimates 
" : " " " ',) I',' , 

, indicate 'an average monthly billing demand of approximately 4,9qO kw 

c.urir>:g 196i~,' S9~4.90 kw during 1964, and .369,500 lew during 1970, the 
"0 ., 

'last year 'of 'the contract, and average rates in cents per kilowatt-
.: .. "'"\.,. , ' 

hour of 0.7293, 0.69.34 and 0.66S9 for the respective years. 
'. I 

',' C'onc'lusions" . ~ .. 

,':'~ ,', :.'~ In grant.ing the authorization herein requested, the 
~ , " \' ~ I', • , ,~ ~ 

COmmission, calls attention to its pOSition as sta.t.ed in recent .. deci-
.~ .' I'd' 

sions that, if it should appear in a rate proceeding that MY losses 
, " 

are being incurred because of deliveries un~er this contract, such 

lo~ses are not to be impose~ on Pacificfs other electric customers. 

Cognizance is taken of Article l$ of the contract which, 

among other things, recognizes applicants' right to terminate the 
.:- ..... 

contra.ct under certain conditions when and if .theschedu1e,.-ot rat,es, ' .. I... ....... "10 . " 

billing prOvisions or facility payments are ~hanged S~ as~t~~~£~ect 
. ,. .... ' ........ 

'net: cha;ge~' paid by Sacramento or rece.ived by Paei£ic. .APPll.~~s 
" ,. j • .._... • .9 ..... 

are hereby put on notice that in any future rate proeeeding.~t¥s 

Cocm1ssion will not be obligated to consider the OPPOSition of either 

party to a:tJ.y proposed changes in this contraet predicated. on the 

oa~is that a contract between the parties already eXists as author­

ized by this Commission. 

The Commission having considered the request of applicants 

and being of the opinion that the application should be granted and 

that. a public hearing is not necessary, therefore, 

IT IS HEREBY ORDERED that Pacific Gas and Electric Company 

be and it is authorized to carry out the terms and conditions of the 
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written contract made by and between Pacific Gas and Electri~ Company 
:and Sacramento Municipal Utility District, dated June 16, 1955, and 

to render the service described therein under the terms, charges and 

'conditions stated therein. 

IT IS HEREBY FURTHER ORDERED that PaCific Gas ana Electric 

'Company shall file with this COmmission a. statement shOwing the date 

when delivery of power and energy under this contract shall be deemed 

to have commenced and subsequently shall file a statement, promptly 

after termination, shOwing the date when said contract was· terminate~ 

The effective date of this order shall be twenty days after 

th"edate hereof. 

Dated at _________ , California, this j,qI;t4 day 

of .-.--~/-nRj1~/ 

ent 

... 


