Declzion No. I F A

BZPORE TEE RATIRQAD COICSSION OF TES SPATE OF CALIFORERIA.

== 000~

In the Matter of +he Apylication of)
Morced Ixrrigation District and Sen )
Joeguin Light and 2ower Corporation)
for an order avproving & cortein )
egroemert between the parties: and ) :
Zor o further orxder fixing and es- ) LApplication No. 6967
tablishing tho rate to be charged )
and vaid for electric onergy %o ve )
301d and delivered wmnder the provi-)
sions of said agroomert. )

L. L. Comell, J. D. Gallowey &nd W. D. Wegner
for dorced Irrigation District,

lrray Bourne foxr San Joaguin Iight and Power
Coxrvoration,

Jokn S. Partridge for Hater Users and Tax -?ayers‘
Aszocletion ol lerced.

R0VZLL apd BIN=DICT, COMIISSIONZRS:

027 'II ITOX

Merced Irrigatioz Distric;t, hereinaZter referred
to ez tae Irrigation Diatric‘c;‘e.nd. San Joaguin Iighi ané
Eowér Cormoration, hereimalter roferred 40 as ‘dhp 'Power
Compeny, Jjointly epply Zor +the a.pprové.l o:‘." two'agréemenzs
betwaeex them, one 60ver£ng tee diversion of water by the
Irrigetion District Zron one of the Power Company’s hydro- -
electric pldnt:—:, tze othex covering tao sale of olectric
vower to the Power Compeny by the Irrigetion District, and.
Zor the Zixding of & reasensble reto to be peid for suéh"

power. The Irrigetion District jofns in the spplication




through ‘1ts mutusl interest in the approval of tho controct

and 1tg rocogmition of the jurisdiction of the Reilrosd Com-—

miszion over the. Power Compeny.

Tae Irrigation District proposos ©o bond itsels
o2d to corstruet & large storage dem seross the llorcod River
near Exchequer, adout iwonty-five miles nortaesst of lborced,
creating & reservoir of some 250,000 sere feot cavaciiy. Te
water of the Merced River stoied therein during tne £1604
seasor will letor be relezsed, allowed %o follow the zmatural
course of thé streém 2oz several miles and will then be di-
vorted for m3e in the irrigetion of lerds arownd lerced. It
- 1s proposed to imstall a yowor plant at the dam and pess the
weteor tarough this vlant a3 it iz relessed. The use of water
will oe Primarily Zor Lrrigation purposes and its p&sé&ge
Vhrouga this plant must be governed sccordingly. Dondage Ln
the river betwoen the powor.plant and diversion &sm w11l por-
zid dally variation in the Tlow of water and the reguletion
of the loed on the power plant to meet ihe roguirsments of
the 2ower Companj.

One o% the‘contracta ?resented Lor apyrovel and
- filed &5 "Ixhibit B™ provides thet & power vlent of 25,000
E.7. copacity s.to be built and operated bj ‘2o Irrigatibn
District: thazt the‘output oflt'is plent is %o bo mozsured
a% tke switchboard.duwt that the Irrigatior Districy will
furnisn ztep-up troasformers and deliver nower to thoe Fowor
Company on the outgoing tramsxission lime: +%kat %he plant
is, withiz cerfein limite, td'be operated st the load Zfactor
of tze Rower Compeny’s systenm, and thet the rate <o be paid
by the Zower Coﬁpany for +he wower saall be'fizad by the

Railroéd Commission.




The Powor Comreny now owns and owerates a smell
generatling station at erced Fells, a few miles below +the
site of the Ixcheoguer dem. Tne weter supply and consequontly
tho ove*ation of %nis plant wWill be aifoctect_ by the atorage
of water at Ewcheomer and the diversion of weter from the
svream above the Fells Dlant. A sevarate contra.ct 21led
in thie 'oroceeding e Zxnibvit "A", provides that tze Im-
getion District chall yay the Power Company at the m'te ‘o
oe fized nerein for the decresce in the outwnt of <he Procert
Yorced Falle plant volow o fixed stendard. Mis ie in of2ect
& sale of part of the Power Company®s water right and 23 suck
bes already beer enyroved by thais Commi°sion except &3 o ¢come
rensation, .(:Dec";sion Fo. 9187, June 30, 1921). The conirset
now ewaliting approvel Iis thav covering the sale of powor from
tae Exckhoguer iolant.

oo Weter Users and Tex Poyers Association of Zerced,
an organizetion of,proper;y owpers witain e area covered by
the District objecting to the bonding of the aistrict for tre
conztruction of 1the »roposed works, ovjects to the cornsiderc—

tion by the Commisszion of the matiers herein rresecvold snd

ot the seme Wme wrges tzat the Commission give consideration

To the 2dvisability of carrying out the developmen‘;’propoeed..
Tho gumestion as 4o whether or not the people of this district
skould vond themselves az Propvoced iz cléaxly outside of tre
Jurizdiction of the Railroad Commiszior as fixed by law, iz
boyond the scope of the ordeé reguestold 'py those appls.canta
and 12 = mattor to be zettled bnly b7 e peop‘leuof tae dis-
wriet 4 emse.wes.

Too proposed development of aydro-electric mower
being 83 & oy-nrod.uct and for the urpoce o0f rezlizirg = p*oi’*t
vfaicb. will partislly cerry the co2t of the mein irrigation
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works, the coct %o the Irrigatior District of developing
pover is ‘clea.rly not the proper standsrd by which to Lix

& rate for the sale of vaat power. I ka3 been agreed By

both applicants 4ir trais proceeding that tho vroper basis

of such o rate is thne cost To the 2Zowor Comﬁaany’s consumers
oi’ developing eouiv&lent povwer e¢lsewiere by therrqwer Corpery
itsel? end e.ll of the s*v.d_ea o-" tae question have beon made
along tals line.

Tae Zower Company presentod Iigures saowing tke
average cozt of 2ydro-olectric and svtean powor ot gonerated
in .its. existing »lents end efter giving cona:.dem‘ci on *to
the reliative gmounts of stean e.nd,\ hydro-elec‘cxic:p&ner that
wonld Ve revlaced by the propoaed. pﬁz-c.ha.se oif Power arrived
8t a r=to o2 3.825 mille por kilowett houwr.

| e Irrigation Dis'tricf wrges tat the vower wiich
it »rovoses to d.elivér to the Zowor Company will be in ad&i—r
vion to tb.s:f now gonerated and Iinstead o veirg substtuted
Zor part of te power now vroduced wL1l be subS‘ti; tod Zor
power waick mmst ofa‘nerwisé oo developed in the future aznd

tee costs to be used should be those of future re.t’b.er

than pe.st "cons‘ara.ction. Information 'oe..ore the Commiueion
irdicetes that the Power Compeny w1l have "*‘ctle or no d..:."f.i-
celty In absording vne outvut of the zzcneq_uer :_olant e.na. we
me3t, therefore, hold that the position o2 +he Irrdigation
District Lz somxd. |

Corves and da.'t:a. submitted by the ayplicante ...nd. by
the Co..mission‘“ .:.nsineer‘ng De'oa.rtment show 'tbat the ...ea. onal
distrit ou.tion o’ the ountyut o2 'tne ...rcneouer plent will de ve*y
similer 't;o toet o:f.’ the avemge byd:o—elec tric plent depending
wpon unregu._aued. strearm flow for its water *unp..y. At iifst

tho-czght this doe_':. pot arnear in keeding with the vproposed
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etorago and extensive use of wetor for irrigation PRTPOSLS

lote Iz the swomer. It must be remembered, however, taet
tce plent which the Di-e.trict to install operstes
wader the head of water back of the dam and thet as the
storsge :Lc crawn uwpon tals head docresses, 2alling cuite
rapidly as tho reservoir is ompitied and 1ts aroa docressed.
IT sppears reasonsble to conelude that <ho value of power
supplioed by the Irrigation District to the Rower Comveny
should o messured by the cost to the public of :ﬁ‘a.ture do-
velopments of svrosm flow plan"' to bo corstructed by the
wdllity.
In sz efloxrt to determine the a.vemge cost of future
developmonts cs.lculation., oL the cost of power fLrom & number
of »lapte already built were suwomitted by Ur. J. D. Ga.:!.:r.omy,
%nsult:’.ng Zeginoer of the Irrigation Dis v....Cv, and b;*,' ire De
S. Ready, the Commis io"’s Assictent Crie? Zngineer. Trhese
ecosSts 2re sm:im.rize,d ic ..ae folloving “teble:-~
TABIZ %0. T

COST 0 DRODUCTTON OF EYDRO-ZIECTRIC ZNIRCY
A7 CEODATY POTER DLANTS.

lr. Galloway.  lr. 2e '
mills vor Z.W.Z. mills wer X.W.E,

Sen Joaguin Light & 2ower Corp.

20tal hydro-electric outmut 4£.32
Zorckhol? Plent 4£.77

Soutzern Californias Zdisorn Comvany
Strean flow vlanis, excimsive of
Xorn River No. 3
Lorn ”:wer Yo. 3

Xern 2ivexr No. 1
Zorel _
Avorege of Streem Flow Slants
Seme, incrozsed by 3% for Gox. Bwp.
iorced Irrigatior District -~ Iwchoeguer
2lant
Conzidering "’ized chsrges on entire
devolovment 8.34

Considering fized ™ on »ower
developn cn..- only
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It will be noted that lix. Gallowny'e figures are

nniiorﬁly higher.thén those of ¥r. Ready. Thle @itierenco is
accounted fLor in gpnoral by a different method of Lhandling such
itemo as taxes and general expemse. Nr. Galloway has included
in the estinmates of coet of production a proporiion of State
t#xoe, while Mr. Ready exoludéd thie item on the groumnd that
Stafb taxes are levied as a percentage of grosse revehne’and'
will be the same Whether the Company buye power or produdoa

it {teelf. Mr. Galloway eince the hearing hae sdvised that
this inclusion was in error, agreeing in ggnqrﬁlnwith M.
Ready. Ho ka3 included in the cost of productior & part of

the Genersl Expense of the Compsnies operating the individual
plants coneidered, while Xr. Ready it will be noted has allqwed
for thie item Of cost after averaging the cqafq sor various in-
dividual plante. The plante considered pere are sll on streams
tributary to the soutiern Ssn Joaguiz Valley and afé; as far

89 4t Lo posaidble to f£ind them,mpiante which bave been built
under the gemersl phyeical conditions to be expected in Zuture
developments of San Joaquin Iight and Eowe:‘Corﬁoration. Some
of the plante conaidered were copetructed many years ago, when
prices were much lower tham &% the present time and otkers,
notably Kerckhof# Plant of the Senm Josquin Iight and Power Cor-
poration, and Xern River No. 3 Plant of the Southern Celifornia
Paison Company, were comgtructed during the extreme peak of
high prices and represeht‘coats whick are in all probabilftj
coneiderably higher tham those which will obtain in the. future.
Mr. Rqady; therefore, considers that the average coat o p§wer
irom.theée two classes of exieting plants is a fLair measﬁr§

02 the average coest of power from future developments and ar-

rives at an average rate of 4.48 mills per kilowatt howr. €Ee




recommends that a rate of 4.5 mills per kilowatt hour be ZLixed
in this proceeding =29 compared Witk the rate requested by the
Irrigation mstncc of & mille azd thst urged by the Power Com~.
pany of 3.825 mills. |

- An analysis of the saverage. coat ot power on the Sou~
thern California Edison Company 9 eyetem submi tted by Lr. Ready
ahows that the avarage coat of all hydro-electric enargy Pro=
duced by that company reproaentswa charge of 4.25 mills per kilo-
watt hour on tne power plant switchboard. The coet 02 power de~
tivered. at the end oL the tranamieaion line, inoluding eteam |
plent standby coata and accounting Lox losses In tranamieeion,.
wags 8.9 mille. This latter coet comparee quite closely with
the rato oharged the Nt. ﬂhitney ?ower and Zlectric COmpany iz
1919 for power delivorod to it 'arxd other large wholesale power
Trates. Some guestion has arieen a9 t0. the higher rate of 7.5
mills recommended by Mr. Ready as the rate Lor power’ delivared
irom Great Western ?ower COmpany of Cali‘ornia o Paci:ic Gas
and Zlectric Company. Im this inetance the power, coetipg on
The average 4.25 mills per kilowatt hour at the ewitchbosxd oi'
the power houwse, is transmitied spproximately 150 miles defore

e’ivery; On the same basie the cost increaﬂes to over 7.5
mills per kilowatt hour at the deﬁivory-potnt.

Applying thise recomzended rate o0f 4.5 mills per kilo-
watt honr to the energy outpul of tre District a9 estimated by
ite own engineero'ahowo 8 probsble groes revenue Lronm t;e‘eale
02 power of approximstely $450,000 per yesr. On the saze basis
$190,000 per year should be deducted {ox. tbe operati.ng expense
oL the plant and tae ‘ixed charges on the 8ddit 1onal develop~
ment required foxr the production o2 electric power, lesaving

approxizately "$260,000 per yesr applicable to tie f£ixed ciarges

on tze irrigation development. Accordihg to the estimstes this




is more than,hal: of the Lixeld ochksrges on the dam and reservoLlr
roquired for irrigation purpoees.

The contract specifies in Seotion IX as iollowa'

.- ’ :
"Irrigation Dietrict agreea. in case of ax
emergency oOr during the failure of othrer
generating statione of Power Company not
extondirg over twenty-founr (24) hours, to
operste its power plant at full capacity
for that period."

-

This psrt of the agreedent 1e not sufficiontly dofinite in the

limitations of the obiigation of the Dietrict to meet the fuwlld

approval of tne Commission. The number of times a year that,
the District would be required nnder thie contract o operato
ite plant ir csse of emergency'ehonld be limited to very iow
instancee. |

Viewing the situstion 2rom the otanipoint of the Ir-
rigation Distriet it would eeem that a rate for power sold should
be eminently aatiazaotb:y wﬁen 1t will not only cover fhe‘éntire
cost of producing the power but will in addition meet over palsf
of the fixed ohbarges om the cost of the dam and roso:voir're-'
quired for therirrigation-devoloym@nt. Phis Lo parficularly true
when it 19 remembered that any additionsl amount received by the
Trrigetion District for this power mmat in the end be paid by
the c¢onsumexrs of the Power Company who ared1n general residents
0f the San Joaquin Valley and many o¢f them residents of the ter-
ritory covered by the Irrigation Dietrict itself.

The Power Company nss experienced & femarkable growth,.
the inrcresee in ite bdusiness duiins recent year? amounting to
about 25% asnnually, and it bas beexn no easy task Zor it to f£i-
nance and conetruct power developments To meet‘the'demandé‘oi-
its consumers. The development ard delivery by the Irrigation
bistrict of a substantial block of power will without question

be of considerable assistarce. I1 this power is delivered to
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the Power Company &t a rate closely approximating the cost o02f
aimilar power from 1ts own :umure:developmonts there cam. be no
doubt that the purchase of this power will be of bemefit to it

and %0 its consumers.

We finé that the proposed contract as £iled in this

proceeding ohould be qpproved.and that 4.5 mille per kilowatt
hour 19 8 reasonable rate to be paid for the’energy to be de-
livered thereuxnder.

Weo submit the following form ot Orcer:

Merced Irrigatior District and San Josguwin Light and
Power Corporation having applied to Thse Rallroad Commission ZLor.
an order approviﬁg certain agreemertes, copy of which were a;-
tacned t0 the aspplicetion filed rkereir and marked Exhibit "A"
and "B", and Lor a further order Lixing the rate sor the pﬁr;
ckase and sale of the electric azergy 0 bde eola.nnéer the terme
ot esid contract marked Exhidit "B", and asgreement marked Ex-
kivit "A" having been approved by previoune order of the Commis-
sion, a ﬁublid bearing having been held 20r the progsentation of
evidence bearing on the approval of eaid agreement marked =x-
bibit "B" and on the fixing of 9said rate Lor electric power, the
matter'being submitted ard now ready for decioian,

IT IS EEREBY ORDERZD that San Joaquin ;ight and Power
Corporation be, and is, authorized to exnter 1nto'én.agreoment
with Merced Irrigation District gor the purctase of. eleotric ex-
orgy eubastantially in Zorm as shown 4in Exhioit "B" :iled in this
proceeding mndified'to linit moxe deiiniﬁely‘tné obligation of




the Distriet to operate ite plant in omerge*ciea.
IT IS EEREBY FURTEER ORDERED that 4.5 mills per kilo-
watt houxr be, and io. deolared to be & ressonable rate To be

paid by San Joaquin ILight and Power cbrporation for power pur-

chased from Nerced Irrigation District in accordance with the

terme of 8sid contract. "

The foregoing Opinion arnd Order sre heredy approved
and ordered filed ss the Opinion snd Order of the Bsilroad Com-
miesion 0L the State o2 California.

Dated at San Francisco, Californis, this /2%

day of August, 1921.

Commieeioner




