" Decision No. 36632

EEFORE THE RAILROAD COMMISSION OF TEE STATE OF CAL;PORAIA

Company for an order guthorizing
it to' sell certain e-ectric trans-
nission and éistribution lines, ﬁpplicatioﬂ No. 25761
uystems and otner electric prop- ‘
rties and rights to Imperizl.
Irribation District end approving
contracts relative thereto.

Iﬁ‘the7Matter'of‘the'Applieation ‘ ' A%?Zazzéza 5‘
of Califormia Electric. Po"rer - 4 Z

'3denry W Coil for Applicant Coli;ornia ectric
Pooer Company.

Harry %. Horton, Attorney, Pvan T. “uﬁhes, President
: of the Board of Directors, and Lester S. Ready,-
Conzulting Zngineer, fo* Imperial ;rrigat
Di trict. ,

c. G.; ,llidoy, District Attorney of Imperiol County,
for the Board of Supervisors of Imoeria* County. '

Arvin 3. Shaw, Jr., Atto*nej, und Jooeph g. Snyoer, .

Chief Eng*“eer, for Coacnella Valley Coanty Water

L.k K¢auber for san Diebo Gas and'zléctriéfoompany.

T
'

. SACESE, -COMMISSIONER:

In this applieat*on, Catifoznia alectric Power Company
‘fereinafter so etime : eferred o 28 Applicant, asxs t“e Rai roed
i*Commis 1on to maxe and” ente* its o*der author-zing Appl cant to
:psell and coz vey to the Imperial Trrmgation Distriot, Hercina:ter

-e7’omet‘mes re;crred a8 the District, ite electric properties, |

. rignts an d bts_ne5° referred to in the prelim*nary egreement and

descr;bed more particu*arly in the ugreemcnt of salc and purchase ‘
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‘filcdirespectircly aS'Exhibit l'ind Exeibit A in this“application;_
'-ﬁpplicant furtner aoks perniS°ion 0 abandon gervice in tne area
descrioed in Exnibit 5 and to~enter into cn agreement for the |
exchenge, sale and purchase o: elec ric cnergy between Applicant
cnd the District K copy o: whicn<zgree ent’i ’i*ed in this
‘application as Exhibit Bw | | .
h A pub’ic hearing was. keld on tnis matter or September
2, 1943, 2t mhicn tine evidence was taxen and the matter nubnitted ;
' for decision..,J , o |
| ‘ In Application No. 25755, also neard on Septembnr 2,
'1943, Ccli*ornie lectric Pomer Comnan/ agks the Railroad Com— ‘
mission for nn order iimiting or defining Aoplicant's nervice .
'arec ptrsuant to tne provisions of Cncoter 552, Statutec of 1943
'oi the State of Caliiornia. ”nis mntter _s covered by our .
decision in said. Application No. 25755.~ ' | |

| Applicant is, emong other tning,, engaged as a tubiic
,'utility in the generation, trans ssion, sale and distribution of
electric power and energy to the pnblic generally in the Countiea
of JIono, nyo, Kern, San Bernardino, niver ide and .LmDeI'.La.l of
the State of California, the Counties o ye ‘and’ Eimeraida o* tne
State of Vevada, in the Coanty o’ Yuma of tae State of Ariiona, _
ané aloo, indirectly, tnrough a ubsidinry in tne State of Sonora
and Territory of Ba,a Cal ornia, Merico. n
| Applicant and its. predecessors nave operuted e_ectric
properties in Imperial County since _90=. Iz 1936. the _nterial
Irrigation District entered the £101d of generating, transnitting
2né seliing electric energy to the public in- the County of ' |
Inpericl. oince 1936 Applican and the District havc been’ tn,
. direct and fecn competition. Sucn competition Hac reoulted anong
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. other things, in the dunlication ef. electric distribuxicn
'facilitles, increased costs of operctzon, a divi.ion 1n the load i"
a: subetantial lo “in businees and revenue o Applicant in
Imperial Counzy, dnd poor and unSat;,factory earningq tc bcth
Applicant and the District in Imperial Ccunty. It i or record
that tae dmperial Irriguticn District. hcs long dad plang to |
'extend itd electric ,y,tem into the Coacl ella Ta lley in Eiverside“
County. I this were done on & competit tve bas i, duplicdticn of
plant facilities and tre compet;tive struggle now confined %o
Impe*idl Counxy would be eytended to the Coache;la lelef., With
this bacfgrcund in mind it is appurent mhy the Imnerial Irriga-
tion Di trict devires to purchage und Californ_a alectric Pcwer
Cc pany ‘to uell its electric propertics in tn, pre cen cnd
pcte”tiaﬁ petitive arecas o

' The prcpert*eg; .rcnchises, rights and businees waich
| Appl cant ha, apreed to ecll to the DL strect are specif;cal
described in Exncbit A dnd in the pronosed grant deed . iled in
tnis apolicutlon as “xh_bitg C, D, and E.

ﬁ _ ucnerclly speaxing, the n*cpertics consist of all of
App;icgnt*ﬂ electric proper.ieg in Impcr*al County and within
the area: referred to as the service.area of the All Amer*can
Canal in Rivers ide Connty, (rederred o in Exhil it A af trict
Coachel a ervice Area) excenting fron such elect*icdl propertiee
the .ransmi sicn l*nc runninz from Caﬁipdtria to Blytne a.d short
*1ﬁes lecding Troz Ca;cx;co o Mexical and. from tnc north 3 *de'
of ‘the Cclo 2do diver tc Ar*zong and into Lower Cclifcrc_a.‘
;ncluded o the prooe tice to oc sold ig a ce**°¢n transmics
lino running from Rlncon vo cl Centro, ca*t of w;ich icein Sgn
Diego Counxy. The sale includes Aop cantYe ?ranchideo, *izhts,

leascs dnd contracts rel cd to,i.cvbuo_“.s ‘ﬁ ;mperigl County




AL 2576L-l AML

@
and seid District‘Coachella Service ir ea. ”hc'ag*eement of sale'
and purchase doez not cover Appl cant's ice oroperties in |
Imperial County or in said Diqtr ct Coachella Service ATea nor
Applicant's electric properties i“ the Palm Springs and Cathodfal
City area or in the Polo Verde Jailey orea or in Riverside county'
ast oi t e Di trict Coacnelle Sex rvice ﬁrea.

The District hdo agreed pay Applicant for said elec-
trical properties, franch ises, rigrt <, leases, contracts and ‘
business 'o4,900 OOO, uu.bject to ad‘ustment on’ account of. personal
‘ond movable properties anc ‘bills and accounts receivabie., ~néi
sale aod puic ase eg*ee ent provide for the iimitation of botq '
‘Apolicantfs snd the District's schice areas. ”ne agreement for

| the exchaﬂre ' le and ourchace of electric energy (Ey ibit B)
between App’icint gnd tne Dist*ict is likcwise an integrai part
of the consideration.," ‘ | ' , |
, , Exhibit l iled at the hearins, shows tbat i’ the - ‘
cale hud been made as oi unc 30, 1943 npplicunt's olectric pldnt

| accounts would have been reduced by the amount of $;,180 507 31
\In said Bxhibit Applicant olloca tes $l 153 368 of it, reserve

| for depreciation to tne electr c plint wqic -lh oroposes to sell
to the District leaving net cost ior said e’ect*ic plunt of
34, 027 139 Bl.- Had the propert_es be 2 cOld on June 50 1942, _

, Appiicant in said Exhibit snow5-tnct fo* the twelve months
onding *une 30 l94¢ its olectric ooe*atirg rcvenues would havo
been reduced from SS 425 668 to oi 472 524, or by tne 2mount . oi;
o955,922.; Its net income would Have been reduced by olZl 813,
l°r from o945 45T - £ o823 644.- The testimony shows that the sale'
of thc properties will put App*icant in a position to refund its.
oct tanding 57 bonds and thit the avinpo accomplished through |

such refundi g shou_d more than of *set scid loss in set income.
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The testimony iurtner shows *hat t.rougn the o "le of. the}prop- 1
'erties there will be releaeed to Aoplicant at its soirce .of
| production about 80 OOO 000 k.w.h. of electric energy.n,This
electric enerry wAll become available to otner custo ers. of
Applicanx or to customers of souxnern Caliiornia Edison Company
d. or to tne City of Loz Angele o L
' We are, by unis decision, making no ’inding as to the
| originel cost of tne properties which Appl cant proposes to sell‘
to ene District nor of tne anoant of .he rcserve for depreciation
: applicdble to eucn proporties.
| Ihe agleement for the emcnanze, f“’e end purcnd e of
electric energy (Exhibit B) requires the District to supply 10
| Applicant 211 elcctric energy required by Apolicent up to the
cepacity of the transo sion line, for service of Applican*'s
| buslnees in thc Pelo Verdc Vzlley. App_icqnt, on the otner hand,
1s required to compenSete the District for that electric energy
by delivering an equivalent amount: of electric energy to tne '
District for service in the District Coechel 2 service Are
Tne provisions for tne interchnnge o* power ere in cffect ’or
ten year ‘ Theroafter Applicant nas tne option to purchase power
"lrom tne District f‘or an additional ten-year pcrioo at the price
.named in thc agrecment. Tne agreemcn also conuains provi,ions
for tne intorcnenge < electric energy £ reet Applicanm's Mexican
requiremants._ The District wil l deliver for tne first five-year
_period succeeding ‘the erecution ol the contract such electric
enersy as. Applicant's Aeyicnn business calls for, and Appiicant
-Jlll supply the District %itn wn eqeivalcne amounf of electric |
energy in Co@cnella Valloy. At the end of five-years and ior a

period of twenty yeers tnereafter kpplicant agrees to purcna
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from the Digtrlct the el ectr*c energy it needs for the service

of its Mexic¢n load. The agreement 4luo maAes provi,ions for
stand-by ,e*VLce by App’icant to the Di trict and by the District~
to Applicant *or *ta Arigona busines,.3 The agroement furtner
contains a provi,ion coverin“ the chargeg by the DL strict *or
alecuric ennr?y uded by Applicant in <he: oper«tion of 1ts- ice
plants in Imperial Counuy and in tne Digtr;ct Coachella Serv;ce

‘Area.u R .erence is mace to aid agreemen* for it, specific pro-

-vvisions.

At the nearirg Yr. A. z. west, P*esident of Californ.a

Elcctric Power Company, and. Mr. ~ester S ecdy, Ccn ulting
aninaer for the Inpe idl Irribation Distr ct, both teat fied '
S in support of tne gran ting of this applica*icn.(l) .

| . Inamy opinion the pub’ic i“terest will be aervnd f the
,*rr¢ngoments agreed upon betwee Apnlicun anc the Dﬁsvrict are
approvpd by the Comm*ssion. The Co“"*es_cn, in *ts regula on of
'Applicant'o utility buamnea,, has, of coursé, ob ervcd tne rcsulta
to Applicunt of the compctitive operatli on, .g the -agt ;our
ycars, during which tzme the Dist r*ct nau been ccgared in rcndc.
ing elcctric service in th Imperiul Va** ..‘:hilﬁ tno Di trict ‘
is no* under t“is Comml ¢on'* contro*, both partics have on
| ‘numeroue occa.,icne brought tcemr dlsazreeme“cs beforc tre Comﬂis-
'Uion._ It 15 =y vieu that the pu:chage of Applicunx's plant and

the *aklng ovnr by the chtrict of tne elcctric basines° in tne

(1)
Arvin B. Shaw, Jr., Attormcy for Cogchella Vallev County
,W@tar District, favored the. granting of the applicatlon vut

- requested. thut the bowmdary of the Listrict Coachella Service
Arez be extended. Tais is z matter that should in the first -
- dnstance be zgreed upon by Applicant and the Diutrict and then
submitted, o the Commis,icn fo* approval.-
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ureas in’question will, over the years~to come, resnlt in a better
“and ‘more stable public service at lower rates ‘than 1if tne two ,
.agcncies continned competitively in tnis area. It likewise
appears from the record that the severing of this portion of
'Applicant's system wi l not result in eny'ddditional burden to
its customers left on its remaining system. In fsct, there s

a probaoility tnst the earnings of the remnining system will be :

-more. ’avorable inasmuch as the le profi sable operations in

Imperial County Nill no longer oe present. _
Another matter to wnich tne Commis ion's attention is
o_directed is the area in wnich the District may not for a period-.
‘of twenty-five years sell or distribute el ectric energy'and |
tne area- in wnich Applicunt may not ror a period of twenty-five_
years sell or distribute el cctric energy or power. The respec—i
tive a.rea'-~ are: set forth in Articles l5 and lé of the sale and |
purchasc greenent.‘ -nese articlcs are said to conform to
Chapters 552 and 553 o the 1943 Stat utes of the State of Califor—
nia.. T ese statutes mny be viewed as a declsration of he
State’e policy to indace utilities and irrlgotion districts
rendering electric Sﬁerce to adjust their service areas uo as

to- remove uneconomical competition.(z) ”be Conmission has no

(2} . Assembly Bill No. 1853 (AmcRdec in Assembly April: 13, l943)

- "in act to provide for the limiting OR DEFINING OF ELECIRIC!
service areas by the Railroad Commission 0F THE STATE OF CALIFQRNIA
BETWEEN "utilities and irrigation districts engaged in the eale OR’

- DISTRIBUTION of electric power, declaring the urgency of this-act
to. take effect immedistely. ,
. The people of the State of California do . enaco as foll ow-:ﬁ
Section 1. It is aereby declared that wmder certairn condi-
tions the sale and distridution of electric power and energy in
the same. geograpnical a2rea both by an electr_cal utility and by an
irrigation district, results in duplication of service, waste of
mnterials, Increzse in costs, waste of manpower and economic loss,
and 1s detrimental to the efficiency and best interests of such
districts. It is hereby declared to be the policy of this State
to Induce such utilities and irrigation districts %o prevent or
remove such economic waste andé to adopt more «fficient and ecoromic
methods of distributions of electric power and erergy and to +that
end encourage the definition of areas ¢o be served or not to be
scrved by each.
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jurisdiction over the Diotrict and, therefore, can. not define thea
area dn which it may ‘not enter into competition with Applicint.
‘ihii authority i, veoted in the Di trict Securities Commi ion.

I recommenc the following form of orde

A public. hearing'haviag been neld on the above-num?ered‘
application, ‘the macter caving been otbmi*ted ’or'decision and
_the Commi °ion being “ully advi,ed in ohe p*emioe ; 4t being

- found that the authorization sought by the Caliiornia Electric
Pouer Company is in the public intere*t therezore,,

IT Is HEREBY ORDEnED that California :lectric Power
Coupany may, on or bclore Decevbei 31, 1943, asoign, sell grant
and convey to the Imperial Irrigation Di,trict tne prooertie
right and busineos described in :xribit and ?znibit A attoched_
to’ Applicant'c petition, aid le and conveyance to be made in
occordance with the term, and orovigiono o.’sa-d Exnibits l and
A, and maj ior the purpo,e of carrying into effect said sale and
conveyance, execute and’ carry out the orovi,ions of the agreeuents -
contoined in said Exx i’oit 1, Exaibit A aad Exnibit B.

IT IS HEREBY FURTuEﬁ ORDEEED that ”a’iforria Electric‘
Powcr Compan/, on the effective dat te oi the aale and conveyance
of Said propertieo to tce Imperial Irrigaoionrbiotrict, ,hail
abandon and witndrow frow render_ng public utility electric oervice

 within those arees set i‘orth in seid Exhibit Ao

IT is iEPEBY FJRT:.ER ORDERED that within ninety (90}
days after the sclc and corvcyance o ‘ aid properties to the

Inperial- Irrigation Dietrict California “lectric Power Co pany
sh2ll file with- the Railroad Comm_ssion a ,rue and correct cop} of

each journal entry rccordod or to be recordcd on its bOOke to

'._3;‘_
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_reflect the sale and. conveydnce of said properties.

IT IS HEREBY FURTHER ORDERED that witaln thirty (30)
days aftcr the sale and conveyance of salid prooertieo Califoznia
Electric Power Company snall ile wimi the Ruilroad Commi ien_
'two certified copieo of the agreemen* of ale and purcha, iﬁe.
ce*tified copies of the agreement for the excqange, ,ale and
purchase of. elect“ic energy‘and tvio certified copiee of each

grant deed delivered .o the Imperial Irrigetion District,

"executed by said Celifornia Electric Power Qempany under the

duxnority herein granted.

T 1§ EEAEBY FURTEER ORDERED that the 4uthority herein
granted will beceme ef ective upon the daee dereef._

The ioregoing Op.nion and Order are’ hereby app*oved and
. ordered filed as the Opinion and Order of ehe Railroad Commission
of the State cf Caiifornia.- |

Dated 2t San Francifco, Culi“omia, this 3& da,r
”‘of September, 1943-. ' |

Cozmissloners .- . .




