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In the Matter of the Application of) 
Merced Irnga t10n J)ietriet and San ) 
Joaquin Light and,?ower Corpor~tion) 
for snordor a~prov1ng ~ certain ) 
egreemen~ oatne&n th~ parties: and ) 
for tl. further order fixing and 03-) Applicat.ion ~o. 6967 
tab11shing the rat~ t~ be c::o.s.rge-d ) 
a.nd. paid. for electric onergy to be ) 
sold and deliverea under the proVi-} 
s1¢us of said agreome~~. ) 

A. L. C0V1011~ J • .D. Galloway a:ld. 71.l>. TfJa.grJ.e'r 
for ~reed Irrigation ~striet~ 

~~y Bourne for ~n Joaquin ~ght and ~owor 
Co~ora.tion. . 

John s. ·~rtridge for Wster Users and: Tn: :?ayers 
As30e~tiox::. of Merced .. 

RO~ a.nd. B''::lt::DIC~, CO;.u:nSSIO~: 

Merced Iniga. tio::. !>1striet, hereinafter referred 

to ·as t".o.o Irriga:t:to:: :O:t=triet~ a::.d San J'oe.o.uin Light s.%l6. 

~ower Coryorat1on. hercina!tor roferred to as th~ ~owor 
. 

Compan~. jOintly a.pply for tho approval o~ two a.greoments 

botwee~ them~ one covering ~Ae diverSion of water by th& 

electric ylants. t~e other eovering t~o sele of eloctric 

:ponor to the ?oV1erCoo~ by t".::lC Irrigs:;ion Distr1c.t,..Q.%lI1 

for the !ixing of a reasonable r~to to be ~id tor such 

power. T"A6 ,Irrige:tion. :l)istriet joins in tho, sl'Plics:t:to::t 



. . 

through' i te cut':::.!l.l illterGst in the approval of tho contra.ct 

snd its rocognition o~ the jur13d1ct1on of the Railroad Com-

m1se1on over the·Power Coopa~. 

Th& Irrigation ~istrict propoeos to bond 1teolf 

~~d to construct s. large storage ~m across the ~rcod Biver , . 
nosr ET.chequo~about t~enty-!ive ciles northeast of UOrced p 

creating ~ reservoir of some 250 p OOO ~cre ~eo~ ca~city. ~& 
water of the ~rce~ 31vcr stored therein during the flood 

season Will le. tor be roleased.~ &ll.o"ltod to follow t".c.o %lS. tttral 

course of the stream tor several miles and will then ~G di-
verted for use in tho irrige:tion. 0'£ la.nclz. around Merced. It 

is !,ro!,osed. to install a, ;9owor plani 8. t tho d.a,%!l 8.!ld ;pe.ss the 

we. tor throUgh tAis :.9lAnt aa. 1 t is relea.sed. Zlle use of we. tel: . 

will "013 :prima.ri~ tor irriga t1 on purposes end i ts ~:.sa.ge: 

through 'this pl8.:Q:t· must be governed scco::dingly. ?ond8.ge- in 

the river betwoen the pow~r plant and diverSion dam ~ll. yor-
mi~ d!lily variation in the :now o=' wa.ter a.:o.d t:a.e regula:t1on 

the ~ov:er Cocpans • 

. :filed as ~b1t :8'" :pr07ie.es that. a. :power ylsnt o:! 25,.000 

at· t?le zWitcl1"ooard.,."out. t:::l.at ~e !rrig.a.t10l: J)istriet will ' 

. , Compans on the outgOing tranS%ission line; ~t the :p~n~ 

i~ w1tA1:o. certain limits,. to *00 o:pers-ted a.t the load fac'tor 

of the ?ower CO:::l:;en~t e . sys·tet'lp· and that the- ra. te to oepa.id 

by the: ?ower COtlrtl:lj" for the: :power silall be !ixec! OJ'' the 

:R&ilroad Commssion·. 
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~e' Power Co:n:r,.e.ny now owns and. opora.'tes :L. ~l· 

genere:tiIlg st:l.tion at Uerce~ Pe.lls. a. fe.w I:lilo$ 'be'low the 

31 te ot the Zxcho,!:c.er dB.:. Zo.o- wator $U~l>~ a.nd. conse-quont17 

tho operation of tllie :ole.n't will "00 a.t:eoc~ bY' the $tor~o 

ot wO-tel' at Excile-ouer and. tho diversion o:! weter :trom the ... 

in. this ;proceeding as Exhibit 'ff'J.'Ir .,proVides ths..1; the Irri-. . 
ge. t1 o.n :01 st'ri et sha.~l pay t:b.e ;Power Coc;:pe.ny li. t too :rs. te to 

be fixe~ herein for tho deereese in ,tha out~t of th~ prece:c.t 

:b.e.s s.lreaCfJ'" ~ell a~:9l'oved: "07 thl,s Coc:n:tS-$i~:t e:r.cept a.s weOI:l-

:ponsc.tio:l~ C:oeci:?iO:l Iro. 9187., Jur:.e ZO. 1.92:1). The eontre.et 

now e.-na.iti:ce a.;p~roval. is that cover1ng the S3.le of power ~::om 

t:o.e Exclle q:t2.cr pla.nt. 

TJ:.e We-tel" users and Tax kye::-s Assoo.1st107! o~ Mercod.. 

the ~striet objecting to the 'bonding ot tho district for the 

construction of the ~roposed works. objocts to· the eon$1d~ 

at tAC ~G time Ul"ges the:: tho ColtCiSSio;c. give consideration 

to t1:.e S.d:v:isa'b111ty o~ es....~ng out the development.:proposed. 

Zo,e questio.n as to l1Aet1lel:' o.r not tile ;.?eople o~ thisd.istnet 

Should oond t~emselve8 ~s ~ro~oeed is clesr~ ~ts1de of ~Ae 

j'tU"isdiet1ot:l. of the :Railroa.d Co::miSZio.ll as fiXed: b3' l8,'VT. iz 

be~o.nd the SCQP& of the order re~es~ b~ these appl1cants 

a.nd is ~ Q8. tto,::- to 'be $ ot~led. oJ::ay by t"AEY people. ot t".o.o dis-

trie'f; 'tl:.elllSelves. 

T:'c.o :.oroposod. developr:ellt of 4,-dZo-eloetrie !»Wor 

oains ss s oy-~roduet and ~or the ~urpose of raal1z~g s pro~1t 

vi'.c.ieh Will part1s.1lsr carry the cost o~. 'tilo :lain inigS.:t1011 
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works p the eozt to the Irrigation ~3tr1c~ o~ dovo~op1ng 

power is' elearls not t:b.e proper standard 'by which to fix 
, 

a =a.~ for the ss.le of t!l.3.t. pot'Jer. It:ca.:;;. beon agreed. ·oy 

o~ developing o~~en~ power ols6where by tho ?owor Company 
. 

1 t$el~ ~<ia.ll of tho studioe of the question. he.ve been I:lOrd& 

along this lino. 

s:!b.e:?ower Compa.ns presonted figc.res- showing tj:,e 

average- cost of hyd.%'0-electr1e s.:l.d stes:l powor a.$ gonera.ted. 

in ~ita: existing :plo.nt3 and. ~ter givi:lg conside:r:a.tion to 

the rele.:tive countS' of steam s.nd h1d.ro-elec'tric· power t1la.t 

. ., 
at a :uto of 3.825 tlills :Per kilowe.tt. hour. 

, 
~e Irrigs.t.iOll :District 'tC'ges ~t tho' ,ower w:biCb. . 

it :proposos to deliver to the ?owor Co~~ will be in a.d.~-

ti on to tlu: t now gO'%le:'s. 'ted. a.nd instead. o~ oe 1%lg sub:;;. ti tu ted 

tor ~rt of the :9Qwer nO"l1 !)roducee. Will be subst1 ttLtod for 

t'b.a.t t:c.e cos~ to be "J.Sed. should. '00 thos-eof futurE> ra:tller 

than ~st const~ction. Inio%'Qetion be~ore the Co~s$ion 

1ndics.tos that tAe :&owoo: Co'Cpe.r:.y -:;ill bs.ve little or no d.iffi-

cul ty in aosorbing the outl'Ut of the EY-choquer y1s.11t e.nd. we 

l>1 strict is sound.. 

C-....rve-s. s.nd dD. ta. subm. ttco. 'by the a.:ppl1callts &nd "oS 

the Co~sS1onls Z~S1neorillg ~epartment show thet the sessonal 

distribution o'! the out:out of the Exchequer pla.nt W1~l be "lory 

Similsr to t:c.e. t of the average hydro-eloetne :9:t.S.:o:t d.e,elldiug 



It :t:rllS t be remGtloerod.,. AOWEJVer,. the. t 

'tU1der the head. o! VIa tar back of the dAm and. the. t as ti:L& 

storage 12 e.ra.-wn uyon tins head deeJ:cs.ses,. ::e.s.J.l'1ng cr1l1to 

ra~1d17 as tho reservoir is oc~tie~and its area doereased. 

It app-e8.rs rea.sona.ble toeolleludo thst 'tho. value o:t powor 

should be ::::es.sured "oy t1le cost. to tAe public o! fa:ture do-

Utility. 

developmonts ~lenlatio:s of the cost of' power from & n~b~ 

of p1a.nts already o'C.11 t were su"otli ttad ·0.1 Mr. ;;. :D. Ga.l~ov:ey" 

Consul-:i:c.g 3J::.gine&r of the Irrisa:~iol: :Distr!.et" tl.nct "03' Lir. 1,. 

costs e.re in tao following table:-
TABIZ :r; o. r 

San Joa~Uin Light & ?o~er Corp. 
Total hydro-elect~ie out~t 
Zorckhoff' ?:loAn t 

Sout~eru California Edison Co~~ 
St:-oa= !lovi ~la.nts,. oxe~USi VEt of 

Kern :a:t '7cr No. S 
Zorn River No. Z. 
Kern :::tvc::- No. 1 
Borel ' 

.l:...vereget of St=e8.:l now ~nts' " 
SEltlo" illcree.sed. b,Y z% :!or Go~~. 

r:.Iorce:d. Irriga.~on :ois-:rict - ~c:a.oq.uer 
?"T...a.nt 

4.32 
4.77 

0.50 

Considering fized ~ge3 on ~nti=a 
d~olo~en~ 8.34 

n: on !)OWl3%' 
developmcn~ only 
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4.25 

3.24-
6..40 
2~5S 
5.60 
4 .. ZS 
4 .. 4$, . 

.&.57 

1.95 
II 



It Will be noted t.b.8t It:r. Gallowa:v" e :figures are 
" 'Clli:torJDJs higher ,than tho3e o:t Mr. Rea~. Th1& d1:f:terenee 18 . 

aceounted tor in general b7 a di:t:terent method o:t ha~dl1Dg eueh 

1te=s as tsxes Slld general expellse. !O:'. Gallows,. M.e 1:celuded 

in the eetimates o:t coet o:f produc~1on a proportion o:f State 

taxes. wb.1leMr. Ready excluded. thi8 item on the groUDd that' 

Sta te taxes are levied 8.e a percentage o:f groee revenue and . 

will be the same whether the Comp~ b~s power or produoee. 

it iteelt. :Mr. Gallow8.l",e1nee the hear1ng .bae advised that 

thie inclusion was in error. agree1ng 1%1 general With Mr. 

Ready. He hae included. in the eoet ot production a part o:t 

the General Expenee o:f the Co~1e~ operat1:cg the individual 

plante coneid.,ered. while~. Ready' it Will be Ilotea. bas allowed 

:for tM.e 1 tem ox cost atter averaging the coste tor var1ou.e in-
'. ,'. 

div1dual plante. The plante considered here are all on 8tre8m8 

t:r1 buta1'7 to the eouthern San ~oaqU1n Valley- aDd are~ as:tar 

89 it 18 possible to :find the~"pla:cts which bave been bu1lt 

UDder the'general p~eic81 conditioIlS to, be expected 1n future 

developments o:t San J'osqu1n Light and !>ower. Corporst,ion. SOme 

ot the plante eonsidered were eOlletrc.eted manY' years &gO" wb.en 

prices were much lower tban at .the present time and others. 

notably Kerokho:t:t Plant o:t the Ssn Joaquin ~ight and Power Cor-

poration. and Zern River No. 3 Plant o~ the' Southern CSli:tornia 

Edison Company. were conetruetedduri:ag the extreme peak o:t 
. . 

high prioee aDd re~esent.costs which are ~ all probabiltty 

cone 1dersbl,. higher than those which Will obtain in the" :tttture. 
~. 

:Mr. Ready. there:tore. eOlls1dere tbs.t t.b.e average cost ot ;p'ower 

xrom t.b.e~e two .cla&ees ot existing pliDte 1e atair measure 

o:! the average cost o:t power :trom :tuture development, and ar-

rive, at 8ll average rate ox 4.48 mills per .,kilowatt .b.om-. Ho 



recommende that a rate o:t 4.5 mille 'De::"' kilowatt hour be :fixed 
, ... , 

, , 

in this proceed1Dg.a8 compared with the rate requeeted b~ the 
, . 

Irrigation District ot 6 mills and tbat urged b7'the Power CO~ 
ps:rq o:f 3.825 mille .. ' 

, , A:D. 8lla.lys1& ot the avera.ge. coet ot power OD the Sou-
. 

them Ca11:t orD18 Edison CompSD7' 8 87stem submi tted by ur. Ready 

shows that the,a.verage COSt of all ~dro-eleotrio energy pro~ 

duced by- tbat Co:np~ represeDte.,a cbarge o:f 4.25 mills Pt!r ldlo-

watt hour on the'power plant sWitohboard. The coeto:f power de-

livered. at t.b.e'e:od o~ t~e tre.nsm1eeion 11~e. i:oolud.iI1g steam. 

plant standby ooate and accounting ~or l08aee1n tranam1e81on, 

was 8.9 mills. ~.b.13 latter oo~t oomparee qUite olosely With 

the rate o.b8.rged the Wt. Whitne,: Power a:od ~eotri0 Comp~ 1l:l . . 

1919 tor power deliver&dto it'~d other largs wholesale po~er 

rates. Some question Me arisen· 80S to tho Mgb.er rate ot 7.5 

mills reoomcended bY' Jb:'. ?es~ as the rate :for power' deli overed , 

:from Great Western Power Compsn,y ot ca11~orn1a to Pac~io Gas 

and. Electric Company. In tlla 1ne'ta.nce the power,. coet,1Xlg on 

the average 4.25 mille per kilowatt .hour at tile en tehbo~:r::~ of 

the power ho~e,. 1& transmitted spproX1mate1~ 150 mileebefore 

del1ver.1. On the same basie the ,cost 1Dcrea~e3 to over 7.5 

mille per kilowatt hour at the deliver,y point. 

Appll"ing this reoom::.e:c.ded rate of 4.,5,m111e per kilo-
watt hour to ~.b.e energ:; output of ~ile Dietr10t as estimated. b,. 

its own e%lg~eer& &AOW~ 8p~D8ble gross revenue from the, eale 

of power o:f appr0:x1l:1'J&te17 $450 9 000 per :year. On the same basis 

$190,.000 per year should. be deducted. for ,the operating expe%lee 

of the plant and t~o tiXed charges OD t~e nddit10nsl develop-

ment reqUired for the prod.uction o~ eleotrio power,. leaving 

approX1~tely'$260,.OOO per 7esr applioable to t~e £ixed charges 
w 

on the irrigation development. According to the eetimstes this 



is more ·cJ:sJ:l. h:ll:t o~ the :tuod Q.b.srgo& on the dam aDd roeorvotr 

required tor irrigation purposes. 
~he contract specifies in Seotion IX a8 fo110"N8: 

. " I' 
~Irrigation D1etric~ agrees. in 08se o~ 8D 
emergeD0:Y or d'C:t"ing t.l:.e ta11ur& o:t other 
geJ:lerat1ng ~tatione ot ~awer Com~an7 not 
exte:od1J:g over tw&Dt7-~our (24 ) houn. to 
operate1t& power plant at tul~ ospaoit:.v 
for that period.. " 

This part of the agree~ent i8 not &ut~ieieIlt17 doiinito in the 

limitations of the obligation of tbe Dietriet to meet.thctull 

approval o~ the COmmission. The :atU:lber of timee a rear t.b.at. 

the Distriot would be required under this oontract to operate 

1 te plant in oa&e of emergeDe:r 8hould be lim ted to ve%7 few 

1Dsts.r:eoe. 
V1e~g the situation ~rom the etaDdpo1Dt of the Ir-

rigation Diatriot it 70uld 8eem that a rate for power sold should 

be em1nent~ 8st1efaotor.y when it Will not onl,.. cover the.ontire 

cost ot prod.ucing 't.t:.e power but will in ad.dition :meet over halt 

ot the fixed ohargee on the coat of the dam aDd reae~o1r re-

quired. :for the"'1rr1gation d.evelopment. This i8 partieularl:.v tn0 

when it 1& remembered. that sn~ additional amount reee1~ea b~ the 

Irrigation Dist:iet :or this power ~t in t~e end be paid b~ 

the eODS'tU:le::'S of the Power Cocpany w.ho are.1n gelleral reeid.e.nts 

ot t.t:.e San Joaquin V8ll~ and maD7 o~ them re8ide~ts ot the ter-

r1tor,y eovere'd bY' the Irr1gat1on :Dietrio:t itself. 

The Power Company has experieDeed a re~rkable g:r:o'W'th •. 

the inorease ill its bue1n~8e d'O.r1l:1g reeent years amounting to 

about ~ annuall:.v. and it baa been no eas:r task ~or it to fi-

nanoe and eonstruct power developments to meet the d~~d8 ot 

ite OOJ:l8umers. The d.evelopment a:a deliver.?' b,. the' Irn.gat1o:c: 

Distriet ot a substantial block o~ power Will W1tho~t question 

be ot considerable 8eaista:ce. It this power i~ delivered to 
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tho Power Comp:1IlY' at a. ra'te c1oee1,. apprOX1matlIlg 'the cos't of 

8im1lar power irom ite OWD !uture'developmoDts there can. be DO 

doubt that the purchase ot this power will be of benefit to' it 

aDd to its COtle1lmers. 

We f1D~ that the proposed cot1~act a8 tiled in this 

proceeding should. be approved aDd that 4.5 m1ll~ per' kilowatt 

hour 13 & reasoDable rate to ~e paid for the energy to be de-

livered thereunder. 

We submit the :follow1D.g form ot Order: 

o ~:D B R ... ~~ --

Merced Irrigation Distr10t and SaD Josq~ ~1ght and 

~ower Corporat1oD haviDg applied to the ?~ilr08d Commission tor. 

8ll order approving eerta1D agreemex:~ 9 COP'7 of wl:.ie h were at-

tached to the application filed herein snd marked Exh1b1t wAw 

aDd "B"9 and tor a further order t1x1ng the rate tor the pur-

ehaee aDd ealo o~ the electri0 energy to be sold under theto~ 

ot 8aid contract marked Exhibit ":8", aild agreement marked Ex-

II bit "A" ha'V1ng been approved 07 previous order of the COmmis-

SiOD, a public hearing having been held tor the prosontat1on o£ 

evideDoe bearing on the approval of ssid sgroeme:ct marked Ex-
hibit "E" aDd on the :fixing of ssid rate tor electric power, the 

matter being subm1tted aDd now ready for decision, 

I~ IS HARERY ORDERED tbat San Joaquin ~1ght and Power 

Corporation be, and i~9 authorized to e~ter into an agreement 

With Meroed Irrigation Di&t~ict ~or the p~o~a&e of, electric e:-

ergy 9ub8te.:ct1al13 1J:l :torm. as shown in E:xb.1"oi t "3" ~1led in thie 

proceeding mod1fiedto limit more def1n1te~ tne obligation of 
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the Distriot to operate ite plant in emerge:e1ee. 

~ IS e:E:RE'BY FURT:...:::.a ORD:2EI)tbat 4.5 m111~ per k1lo-

watt hour be, ~Dd ie, doolorod to b~ $ roaeo~ablo rate to' bo 

paid D7'San Joaquin Light aDd Power Corporation tor powor pur-. 

ohseed £rom Merced Irr1gatio~ District 1n accordance With the 

terms ot ee,id contrse't. 

Tho torego1ng Op~1on and Order are herob7 npproved 

snd ordered tiled S8 the Opinion a~d Or~er of tne Railroad Com-

mie.ion of the State ot Cs11torn1s. 

Dated at Stm ?raneieoo, Csl1torn1s, t.b.1e It 110.. 

487 ot Auguet, 1921. 
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