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Decision No. QS

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFCRNIA

In the Matter of the Application of )

PACIFIC GAS AND ELECTRIC COMPANY for )

authority to carry out an agreement )

dated November 7, 1962 with UNION ) Application No. 45144

CARZIDE COCRPORATION for the ssle of ) (Filed Januaxy 28, 1963)

fixm and intexrruptible nstural gas. )
(Gas) k;;

F. T. Searls, John C. Morrissey and Malcolm
MzcKillop, by John C. Morrissey, for applicent.

Norman J. Hearn, for Union Carbtide Corporation,
interested party.

Alfred V. Day, for the Commission staff.

OPINION AND CRDER

Public hearing in this matter was held before Examiner
Emerson on March 19, 1963, at San Francisco.

By this application, Pacific Gas and Electric Company
secks authoxrity to carry out the texms and conditions of an
agrecement entexed into with Union Carbide Corporation (acting by
and through its Division, Linde Company) on November 7, 1962,
relating to the supply of natural gas to Carbide's chemical
nanufacturing plant in Sacramento County.

Carbide is building a plant adjacent to Gerber Road

and Cottoawood Lane, about seven miles southeasterly of the City

of Sacramento, for the production of high emergzy liquid hydrogen

rocket fuel to supply the National Aeronsutics and Space
Administration projects of the United States govermment. In such
production, Carbide will use natural gas as a raw material ic a

catalytic process for the formation of hydrogen and alzo for fuel

pPurposes.




Carbide's contract with NASA is on 3 year-to-yecar basis
and provides that Carbide will be reimbursed for 2 portion of its
plant expenditures if the contract is not renewed amnmually for six
years. Certain of Carbide's operstions will be of an experimental
nature and may be discontinmued at any time.

Pacific'c investment in the facilitics requixzed to supply
Carbide with natural gas is estimated to total $2i7,000. Instalila-
tion of approximately four miles of high-pressure gas mains will
be neecded, together with both firm and interruptible regulating
and metering instailations. The facilities have been designed
specifically to meet the demands of Carbide and are intended zo
be devoted only to such service.

Carbide's operations will xequire a firm gas delivery of
17,000 cubic feet per hour; its interruptible delivexy will be
about 583,000 cubic feet per hour, at delivery pressures of 250 psi.
For such usage, Pacific anticipates recceiving annual revenues of
$74,597 £or f£ixm delivery under Schedule G-40 and $1,886,900 for
interxuptible deliveries under Schedule $-53. Carbide's operations
exe of an uncertain and tenuous nature, however, and if halted for
2ay reason mizht produce revenues of as little as the minimum
charge of $30 per month under the terms and conditions of exist-
ing interxuptible gas rate Schedule 56~50. In view of the larxge
investment to be made by Pacific, such minimum revenues would be
Inadequate to protect it or its othexr ratepayers should Carbide’s
operations be curtailed or prove to be sharply fluctuating.

Pacific and Carbide, therefore, have agreed to a contract minimum

charge which is designed to return Pacific's costs of ownership

during perciods when Carbide msy not ve operating its catalytic

83s relformer. The coatract also provides that 3 commodity minimm,
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bearing a constant ratio to the volume of interruptible gas used,
will bec added to the cost of owmership component of the contract

ninimum, Regular rate schedule charges under Schedule G-50 axe

approximately equal to the contract nminimum, which amounts to

$1€,045.33 at 2 usage of 41,645 Mcf per month (which is less toan
ten percent of the anticipated xrequirement) 2nd the contract mini-
num would apply for lesser volumes. Undexr Schedule G-53 the regular
minimum charge would be $70,000 per month and the contract minimum,
being less than such amount, would not apply.

In order to prevent demzsgze to equipment when the supply
of interruptible gas is curtailed, Carbide must utilize approxi-
mately 17 Mef of firm gas per hour in order to maintain a proper
minimum temperature in its catalytic gas reformer furmagce. Because
sll gas, fira and interruptible, will pass througzh the same piping
of Corbide znd because it would be impracticable from a design
standpoint to provide separate fuel systems, it becomes necessary
to agree in advence on the amount of firm gas requirements. The
agreenent is for an initial estimated delivery of 17 Mcf per hour.
For the purpose of determining the actual rate of delivery, it is
proposed that the firm requirement be determined by measurement
through a rotary displacement meter during times of interruptidble
gas curtailment. If a higher rate of delivery is thus determined,
a2 billing adjustmenz will be made for the previous l2-month period
in accordance with the terms of the contract.

Pacific's rules provide chat a customer of questionable
permancncy may be required to pay, in advance, the installation
and remeoval costs of facilities instclled to sexve him. With
respect to Carbide's operations, Pacific has agreed to waive such

acvance payment in view of Cazxbide’s agreement to take gas at no
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less than a SO percent load Zactor. Tae 50 percent load factor
provision will not come into play if the plant is operated as
contenplated, but the provision will protect Pacific and its other
ratepayers should Carbide’s operations fall below that full
production point Lor which the plant is designed and intended.

One of the major expenditures in producing liquid hydrogen
is the cost of natursl gas which is used as a raw material. The
lowest rate schedule for which Carbide qualifies is an interruptible
schedule involving possible curtailment of gas. Interruptible
rate scuedules require that stand-by fuels be available; however,
in Carbide's situation no useful purpose would be served in requir-
ing an szlternate fuel for stand-by operation during periods of
curtailment because the natural gas is used as 2 raw material and
not as a fuel for which there mizht be a substitute. In such
respect, Carbide has agreed to assume full responsibility for the
solutions of any problems resulting from curtailment of its supply
of row material.

In view of the evidence, the more important elements of
waich are hereinabove discussed, the Commission finds that the
special circumstances and complexity of Carbide's opexations
warzant departure from the rates and rules of Pacific to the
extent covered by the agreement between Pacific and Carbide
entered into on Novembexr 7, 1952. Said agreement, of course, is
at all times subject to such changes and modificatioms by this
Commission as the Commission may, from time %o time, direct in the
exercise of its jurisdictionm.

Pursuant to Seccetion 532 of the Public Uzilities Code

and to Section X of this Commission’s Genmeral Order No. 96-4,
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I7 IS ORDERED that Pacific Gas and Electric Company be
and it is hereby authorized to carry out the terms and conditions
of the written agreement with Union Carbide Corporaztion, entered
intoe on November 7, 1962, as said agreement is set forth in
Exhibit A actached to the application herein, provided, however,

that this agreement shall not be permitted to cast a burden on

the other customers of Pacific Gas anéK Company.

IT IS FURTHER ORDERED that Pacific Gas and Electric
Company shall file with this Commission, within thirty days after the
effective date of this order, four certified copies of the agree-
ment 2s executed, together with a statement of the date on which
sald asgrecment is deemed £o have become effective, and shell
notify the Commission in writing of the date of termination of
the agreement within thirty days after said date of termination.

The effective da:e of this oxder shall be cwenty days
after the date hereof.

Los Angel S
Dated at sees , California, this 7 JA
day of MAY , 1963.
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