Décigion Noe _ 23087

BEFORE THE RAILROAD COIISSION OF THE STATE OF CALIFORNIA

)

Tn +he Matter of the Application

of SAN JOAQUIN LIGET AND POWER
CORPORATION and.SOUTEERN CALIFORNIA
ZDISON COMPANY, Ltd., for ax order
of the Railrced Commission of the
State of Celifornie authorlizing
applicants to exnter into a written
agreement in words end figures as
written inm the form therefor which
15 veferred % in this potltion.
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¢. P. Cutten, ESq., end R, W. DuVal, Esq.,
. appearing for Sarn Joaqrin Lightend - -
Power Corporation, Appllcent.

Roy V. Reppy, ESQey 2o Fe TWoodard, Ecq.,
end Gail C. Lerkin, Esq., appearing Zor
Southern Celiforzie Edizon Company, Ltd.,
Applica.nt. -

Baxl Loe Xelly, Chairmen, Charles G. Johnson,
T. S. Webd, Edward Hyatt, Lester S. Ready, ~
A. D. Edmonston, C. C. Carleton, Neel Chalmers,
and .Spencer Zurroughs, for Water Project
Authority of the State of Celifornia.

Tohz T. O'Toole and Dion Holm, for the City and
~ County of Sen Franclsco.

Tohn C. Beede and W. R. Fexley, for Federal
. Power Commission. - )

HARRIS, Commissioner:

OPINTON AND ORDER
In this appliéa‘cion;sap Joaquin Light end Power Corporatlon




(hereinafter called Sen Joaquin)fl? end Southern Caliro:jnia.

Edison Compeny, Ltd. (hereinafter celled Edison) ask the

Comelission to aughoriie the execation by them of a written agree~

ment for the interchenge of electric power. A copy of the PIo~
posed agreement is attached to the application.

The essential features of this agreement are zs fol-
lows: |

A tie line to be imown as the Magunder tie 1lime is to
e oonstméted at. 1ts expense by San Joagquin from 1%s system to
Edison's Megunden Substation., This w:!.ll be a 3~phase, 60-cycle,
, 70 Ooo-volt transmission line with en spproximate carrying
capa.city o: 80,000 Xva., This lime should be ready for operation
vy July 1, 1937.

4 tle lize to be kpown as the Herndon tie line is to
be constructed by both companies at equal cost, extending rrqm |
Zdison's Big Creek No. 3 Plant t0 San Joaquin's Herndon Sﬁbsta.f-v
tion near Fresno, and will be a 3~phase, 6o-c§'clé, 220,000-volt
transmission line with an spproximate cerrying capacity of
150,000 Xva., This line 1s to be ready for operation by .Tuly 1,
1937, or at such later date as may dbe agreed upon.e

1. The contract hereinafter referred to has this recitel:

wEkXIpegmuch as Sen Joaquin 4is now en integral
.part of an inter-conmnected electricel utility
system, commonly called Pacific system, com-
prising the electrical properties of Pacific
Ges eand Zlectric Compeny and its divers sub-
sidlaries, it will de mutually understood that
whenever the name Sen Joaquin is used herein
i1t will be deemed to comprehend said Paclfic
gystem; ¥¥¥m

-




An Engineoring Boaxrd to be eppointed by the parties will
be respomsible for the selection of proper loca‘;ions for sald tie
lines ené for such other intercommections es the Board shall de~,
‘Yernine desirables, ‘

Az Operating Board shell also be selected by the parties
which will determine in the memner provided by the contract the
co#té ot "th‘e :}esﬁoctf.ve rarties in their oporation:i under the con-
tract and all_.bcate sald costs between the parties in the .;man:;er
providgd by it. This Boaxd shell also "givo'consmeration %0 the
desirability of further interchange of ;nergy' between tﬁq Two syé-
tems” end "mey fTom time to time Tecommend to the parties ‘nereto
that in 'it; opinion additional emergy could be adventageously so
Interchanged.” Edison agrees that for the l0=year porio@ beginning,
July 1, 1937, it will maintain an assured cepacity of 40,000 kilos
wajt:'ts end will deliver electric energy vo San Joaquin ir‘.a.ndia.ﬁ |
roequested by it bdut mot to exceed 40,000 kilowa‘t;s 'noi- mOXe 'bhe.n ,
280,000,000 kilowett hours in any calendar yeaa;’. : ‘Saﬁ J‘odq.uin .
agfges thet during i:he life of the contract "it will defer the
construction of its proposed 40,000 kilowatt‘stee.m elegt:ic gen='
erating plant.”™ | |

By giving written notice of et least one snd one-half
years, Zdison sha.u" be releoased of its gae.rqnty of s gsured cepacity
and "its oblig&ti.on to supply.seid assured kilowatt cepacity shal}.
cease.” "It is expressly agreed fha.t no electric energy will be
exchanged hereunder which shell heave been genmerated outside the

Stete of Celiformia.”™ Tnless extended by mutual consent, the

sgreement will termimate on Jume 30, 1947,




The evidence shows that Sen Joaquin will need additionel

power in 1937 and thereefter. In search for this powei- Sen Joaquin
took into consideretion all poséi‘ble sources of supply :Lﬁciud‘.ing g
the construction of a steam plant and of a hydro plant, purchase :
from other sources, arnd intercommnection with Edison. The latter
plan- was shown to de the most advantageous and economiéai'. The
next cheapest was the construction of a 40,000 Xw, stean plant '
et an estimated cost of tou:.millidn' dollars (34,000,000.); Con-
trasted to this, the construction of both the "Ma'gu.nden. and Herndon
tie lines will -cost both parties only about one million three
himd.red_ ,tﬁousand dollars (%£1,300,000). It is clear that 'Edison |
will havq the surplus required under the contract until ‘about
1943 end perhaps for the full l0-yesr period, Edison will also
‘benerit finameislly. The net result of the contract is that
emergy will be transferred from one company to enother only whem
it cex be trensferred at a saving, that the savings will be &l
vided equally between the companies, that these 'savings”w:_l.ll be
~oflocted in rates to the consumers, and thet the comstruction of,
new production facilities will be indefinitely, if not entirely, .
postponed. : : . e
 Mr. J. S. Moulton, witness for Sem Joaguin, expleins

the contract as Lfollows:

| »mMe pgreement 1z 20 worked out that whemever

one compeny tes & surplus of emergy which it cen

deliver to the other compeny more cheeply than that

company can geunerste it or secure 1t from another

source, that exergy will mormelly be transferred and

the resulting saving will be divided om a 50-50 besis.

Thet same primciple of interchange applics not only

in the case of kilowatt hours, but also 1f ome com-

peany needs additional agsured cepecity and the other

company can guarentee to supply it. The cgreement

doesn't contemplate thet in this intercheange of
energy or cepacity axrd the division of the savjings.
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resulting froxm that interchange on & 50-50 basis, .
that either company, by reason of the division or
saving, c¢could or would instell any capacity speci-
fically to supply the other company; in other words,
it is the utilization of the capacity which one or
the other company could have, above its own load,
and which for a time it might £ind itself able to

use 1n helping the othexr compeany supply 1ts load."
(TI‘., VO].. I’ PPO 25-26)

»

~ Edison in its brier statoes 5.1:3 '.riew or the contmct as
follows: R
"It is obvious from the tes‘cimony :Ln the record,
almost. self-evident im fact, that Edison Compeny's
reason for entering into the proposed agreement is. -
that theredy Edison Company will f£ind a market for
surplus capacity which, except for the agreement,
would remein entirely idle and' without eny return
therefron. Consumers on the Edison system will. ob=-
viously derive bemefit rrom the additional imcome to
the Compeny provided through thls contract, which
under this Company's rate policy will-find reneotion
in acceleration of.rate reductions which are Lfrom
time 4o time being mede in accordance with th.e.t policy.".
(Brior, PP. 1-2) P

The Water ?roject Authority of the State or Cali:tomia
eppeared, making sta.tements through Earl Lee Kelly, :I.ts Chairman,
and U’. S. Wobb > 8 member of the Autho;ity and Attomgy-Gq;e?al .
or the State. : ’ o |

'Jme Wa.ter Project Authority was created 'by the Ca.l rornia
Legislature o:t 19:5o by an Act Xnown as the 'Centre.l Ve.lley Pro.’;oot
Act of 1933. , The Authority is directed Yy the Ac't to ccn.,truct
end edminister the Central Valley Projects The project is a
wat er conserva‘oion‘ plan Tor tbat po’r’tiéﬁ of the State exbraced in
the Sacramen‘co and Sen :roaquin valleys and, ‘upper oan ancisco '
Bw region. It contemplates the construction ot .,torago end' con~

| veya.nce u.ni'ts ror the regulationn and di tribution of the waters

or Sacramento and San’ .Toaquin ri.vers.' .'.L‘hese up.fx‘.ts are Inter-

rela.ted aad constitute one project. mhéy will rizr'z":ivsh‘ water aup-

.




plies for existing agriculturel, industriel, snd municipel develop~

_ment. | The principal water supply will be the Sacremento River and
the lc_ey wlt will be Kennett Dem on the Sacramen"co' River & few
“miles abqve Redding. Here alsvc\’hxd‘ro-olectric power plants will
de operat?@,‘ cagablﬁ.e o:.:' prgdzj.cing on an average annually one and
ome-half billion kilowatt hours of electric energy.: The project
is ‘co‘nvstitutgd as a self-supporting end sel\:t-liqui@atihg Q::.fei- -
pri'.gve. It has been approved for construction as a Fedqral réciama-
tion p:gjeﬂc.p. ( Coz’;ggess’ hes authorized an appr@ﬁriaiioﬂlor twelve
million dollars ($1z.',ooo,oc$o) in the construction of Kennott Dan.
Constrdctio; wozk will be conducted by the United Ste.fes-_.,ﬁﬁreéu
o2 Reclamation. The Project Authority estimates that comstruction
will prdééed at.a rate that will meke power: from. Kem,a.e"ct‘ evailable
within five. :feé::s, or Ey'i‘%l. The Water Proje,'ct' mm_zo’ﬁtjr undéi'
cooﬁe::ativ;e‘ egreement with the United States will make contracts
for the disposal of water end power, each of which VAL yield,. .
about one-helf the amount required to cover the cost of .the
pr?ject. The.Project Authority estimates that from eight to tem -
years will bve required to absord the full output of Kgmiott power
which must be &isposed of in northern and central Caii'rqr_'nia., oL
M. Xelly, in the course of hi_s statement, salld:
®The Centrel Valley Project offers the only possi-
pility of adequately meeting the prodblems of water -
shortage by furnishing the urgently needed water sup-
plies which are required to save the large investments
and production of the developed egricultural areas end
related cormercial emd industrisl actlivities. The
project is fundamentally a water conservetion develop-
‘ment which is of peramount Importamce end necessity to
the economic end social welfaxre of northern CQlii:omia.'f
(TrC’ VOl. I, P. '3.1) ) . ' -
' Attofney—geqeréi Tebb spoke as follows:
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whikIt 13 not the desire of the Water Project
duthority . to in eny fashion hamper the proposed objects
T be accomplished under the proposed comtract, unless
that contrect be so framed or so construed or hereafter
s0 gpplied that within o period of three or four years
or five years the utilitles through that contract will
absord tho field whiceh it was designed that the Kennett
dan shouwld cover. In other words, we reoalize that those
now producing power, represented Iin the contract, are
eguipped to go repidly forwerd, while the State of
Celifornie axnd the Federsl Governuent, proceeding as
rapidly as xey de, will 20t be in possession of Kennett
dam for something like four or Tive years. But we 4o
hope thet whatever permission this Commission may give
zow, will toke cognizance of the development that i3
now oz its way so that when tho State project enters -
the production field, and it is necessexry to pay for the
¢cost of construction and operatiom, 4Lt wlll nmot find,
by contract anthorized by this Commission, the "field to
be closed through such contracts Or that increased pro-
duction of power by utilities will have teken care of
* the thexn -market. S
. "Ne 40 not wish to limit the utilitlies' activities,
but we feel that this proposed development,.directed by
the Government itself, directed by the people of the
state, cen supply their demands as chesply and as
economically as The utilitiez will bve able to do, and
while power ic not the primexry object of the construc-
tion, power still 1s necessary in order to finance the .
other project, and the incidental benefits of the come-
‘pletion of that project are so tremendous that we are
keenly anxious that any action of the Commission xow or |
hereatter during the construction of that productive
. cepecity will mot hemper 1ts usefulness to its fullest
when £inally completed." (Tr., Vol. I, pp. 20-21)

" Beceuce o ﬁhe 7&3% 1ﬁportagce,of this,p:ojeéﬁ; the
mazér 2roject Authority opposes any deyelopment,which:may'cause
power to flow inxO’the porthe?n Celifornie merket in such volume
as %o prevent.or dela& the ébso:ption of the benxralivalley
Project power. AL the seme time tho Aﬁxhorigy does“notigpggtion
the need“6£2§hg@'area“dgring the ﬁext'éqg_years':or more rower
than.iéinqw-&vﬁilaﬁiOvrrom.San Joaqg;p'sﬁoxistiggx:acilitios in-
¢cluding currentvobiiggfioég'tb‘ﬁurdnésé powor{r:qp_othor,souqces

and oppbaes;thqﬁprqpoéed édnzrgctvgnly in so far as operations

under it may “hinder oT deley’directly or indirectly the progrem
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for the development and disposal of Kennett power.” The proposed

contract measured by its own terms i3 limited to interchange of
power produced Yy existing racilitios ard purchase obligations
of the two companies as appears from the following provisions:

whIXSen Joequin will at times during the next
ten or more years require electric¢ snergy and/or en
assured kilowatt capacity greater thean thet which
1s now availadle to it from its existing generating
facilities and under its current obligations to pur=
ckase from other sources, and rather than to con= .
struct additional generating plants at this time .
Sen Joaquin may desire during that time to purchase
part or all orf such requirements, both electric -
energy end/or kilowatt cepacity, from Edison if and
when and %o the extent that the latter can supply .
.samo; and .

| mMkKDaTsop will during said period or longer
have electric energy and sassured kilowatt capacity
in its existing facilities and/or which it is under
existing obligation to purchase from other sources. .
over and ebove 1ts own utlility requirements and Ls°
willing %o oblig,ate Ltselfl to supply portions thexeof
to San Joequin;***"  (Appl. No. 20501, Ex. "a")
" The recoxd shows that the 'exis"'ting‘rac‘:liiiest? end pur-
¢hase obliée.tions of the two companies cannot b}é‘ mg@ﬂé;'ié.p:oduce
sutficlent power over end above their own requirements to com-
stitute the threat suggested., It also appears "ti_z’e.t' the applicants
b.éve no 3uch intention axd do not comstrue the contract &5 per-
mitting it. | | | “
Mr. Fred B. Lewls, Vice President of the Southern’
California Bdison Comp;any, Ltd., eicpressed very derin;.tely that
ro considered the a@'eem.ent"nould be a benefit to the Central
Valley ?rbject.. | .
' On pege 88 of the Tramscript the following testimony is .
reported: ' | | |
o, Reedy:.. Well, is your jpolicy not to do any-

- ‘ . thing thet will interfere with the
Central Velley Project procelure?




We not omly believe we:ere not doing
anything to interfere with the Contral .
Valley, but honestly beliove that we
are doing sonething that 4s a dbenerit
to the Ceatral Valley Project.

Mr. Ready: Well, you are doing this with thet intent?
Mr. Lewis: Certainly."" |

Mr. James S. Moulton testifying Tor the Sam Joaguin
Light and Power Corporation also stated in erreét that in his

Judgment the contract would be an ald to utilization of Central

Valley Project power and was designed with the Centyzl Vhlléy

Projoct in nmind.

~O0n pege 98 of the transeript questions bj V. Ready and
answers by ir. loulton are as follows:

"r. Ready: So I gather from your observations in
youxr Judgment this contract will meke it
more easy, or easlier, Tor tiae adbsorption
of power in northern California than if
tae contract is not approvedld?

Mr. Moulton: Yes.

Mr. Ready: That, Iin & sease, the company is, by
thic egreement, in o much botter posi-
tion to absord the output of the Centrel
Valley Project than it otherwise would be?

Mr.Moulton: Yes.™

Agein or page 1Ll of the transceript iMr. Moulton furtber

stated:

"l can say this, Mr. Ready, in reply to your
guestiorn, that during the time this contract was being
negotiated, the Edison Company asicod that when the
Pacific Gas and Electric Company's consolldated system
required assured capacity irn excecs of this 40,000
kilowatts +hat we be oblizgated to take that additional
caracity from the Edison Compeny, if thoy had it avail-
eble, and we flatly rofuced to consider any such arrange-
zent beczuse we sald that we could not tell what the
situation in our territory might be regarding additional
power supply, hraving in mind particulerly the Central
Valley projoct power, and we did not want to have our
hands tied up here by having to take additional capacity
from the Edison Company when it would be to the advantege
of our own territory to assist in the absorption of
power up here."

9.




The Water Project Anthority requests that tbe prOJect
.be gareguarundrrrom.ﬂuch use: or interpretation of .the proposed
onm*act as._ shall hinder, delay, or prevent the conutruction or
the project, or the sale or-use or dlsposal of Ltu powcr, or so
- as to adversely affect tho pr;ce of the same. This requeut-may
best be met by the amendment %0 the comtract beroinerter required
‘end by reservetion of jurisdiction by this Comm¢ssion..'

Wo conclude that the agreement is feir and rea onadle .

and thaﬁ tae application should de granted uubdect to cond;tionv

end reservations as herelnafter provided. .

Sen Joequin L;ght end waer COrnoration and Southern ‘
Californ‘a Edison COmpany,Ltd., hav;ng appl;ed to the Commi ion
for an order auxhor“z‘ng_applicants to enter into & wr;tten agreé-
nb:x sll as hereinbe*ore'described, public hearing having been
held, the nmetter be;ng submitted and now ready for dcc;.;on, and
good cauce appearing theroror,

- The Rﬁilroad Commission of the State of. Calirorn;a here-
by authorizes applicants to enter into 2 wr;tten agreement in the
Lorm set‘rorth in the spplication, provided, however, that ceid
egroement comtains the followling peragrephs: |

The Reilroad Commicsion of the Statc ol Calirornia
shall have power to review, approve or dlsapprove any
and all of the acts or Tindings hereunder of the paxties
horeto or olther of them or of any of tae boards pro-
vided fTor in this egrecment. Said boards at such
times and in such manner as directed by the Commission

shall report to it, vheir and each of their actions
and plang.




Tbls agreement shall at all times be subject
t0 such changes and/or modifications by the Railroad
Commission of the State of Celifornia as said Conm-
mission may Lfrom time to timo direct 5ia the exercise
of 1tz Jurisdliction.

™e Coxmission also reserves jurlisdiction in this matter

with power' t0 reopen the same at its discretion, o=
_ V2 o
Dated at Sen Francisco, Celifornia, this i day
oz G_WTCAMZ‘- ) 19%6.
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