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EEFORE· TriE' RAILROAD COW,USSION OF TEE STATE OF·· CALIFOlUJIA . 

In the Matterot th~ Application ~ 
ot califo~a Electric, Power 

fUJI!/.· . U~@fl!tlJ .... :. 
Comp~y for,an order authorizing 
it to'sell certa1n electric trans­
l:lission CUld dis,tr1butlon lines, 
syste~'and other el~ctr1c prop­
ert1es ·'ane. rights' to ,It1!'er1al. 
Irrigation Distr1ctand ~pprov1ng 
contr:lcts ,relative thereto. 

.. I!I "ri, II f1... . . 
.Applieation No .. 25761', 

, , " Henry' W .. 'Co1l for. Applicant, C.:ll1::"orn1o. Electric 
P01:er Company .. 

Harry W.Horton~' Attorney, Evan T. Eug.."'i.es~ ?:-esic.ent ' 
of the Boardo! D1rectors~ and Lester S .. Ready, 
Consulting E.."'lgineer, for II:lperi~l Irrigation' 
District. 

" , 

c. O.,Re.111d.~y, Distr1ct Attorney o~ Imperial,County, 
for the Board of Supervisors 0: I~per1al,County. 

Arvi."'l. B. $r..aw.,· J'~ ., A ttotne:;r, a.."ld J oscph' H. Snyder} " 
Chief Engineer, for Coachella Valley County water ' 
:District. " 

L. M.Klauber !or San Diego end Electric, Co:npany.' 
,{o 

'I-• 
" 

SACHSE1 HCO;"l1f.ISSIO.NER:' 

OP"INIO'N __ 4IiIIIIII ___ _ 

~this epp11cat1on1 california El~¢tric Power CO~~sny1 

hereinafter'so'::let1I:les referred.' ':0 a.s Applicant 1 asks, the' Railroad' 
, , 

Commiss1o:l. to ,oake and" enter' its. order c.uthoriz1ngApp11cont to 
, .. r 

sell' and·, convey to the Imperial Irrigation Distr1et.1·herc1natter 

"someti:les-retcrred to as the District, it~ electric: properties,' 

rights and 'ous:!.ness're!erred to in the preliminary ~greemcnt a."'lC 

dc-scribed :oor~ particularly' in the clgreemO!lt of sale, a.."'J.d ' purcr..ase 
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!iledrespectively as Ex,..iUb1t 1 and Exhibit A in this application •. 
I " - .. 

Applicant further as~s'permission to abandon service in the area . 

described'in Ex..i-J.ib1t A and t~ enter into(ln agrect:lentfor 'the 

exchange,' sale and purchase of electt:ie energy b~tw,een'Applicant 

and~'theDistrict, a copy-of. which agree:::ent is' filed'; in this 
" , 

application as ~~bit a. 
A publie hearing was held on this matter or. September' 

2, 1943, ct wh1eh:tio.e evidence was taken and' the.matter subtl1tted 

for decision.' 

In Applieatic-nNo. 25755,.~lso heard on Septer:lb~r2, 

1943, Califor.niaEleetric Power Company a$~~ the Railroad Com­

tlission for an ore.er 'limiting or de!1."'ling Appl!.cant T s' service 
, .• , I 

'area p~stiant to the provi~!.ons of Chapter'552, Statutes of 1943 
,:' , ..,. . 

of the State of Cali1"orn.ie. •. This ~tter is covered·by. our 
, . " . ' " ' 

decision in sa,id.Application No. 25755: 

Applicontis .. c:.:nong other, things, engaged as a public ,: 
, ...".. . . , 

utility in the generation .. trans~ssion, saleanddist~1oution of 
-, 

electric' power and energy to the. public gener:llly in the Counties 
, " " , 

of 'Mono," !nyo,Kern, Sa%:. BernardinO,' Riverside and !mperial.,o!·' 
, -

the state' of Californ1a .. the C01.lnties· of Nye ane Esmeralda' ~o!the 

State of Nevada, 1n the County of Yuma of the Sta~e:o!, Arizona; 

~~d also, ineirectly, through a subsidiary in the State of Sonora 

and Territory or Baja California, Mexico. 

Applicant '. a."'ld.· its .'. predecessors have operated electric 

p:'oi'erties in Imperial ' County since 1905. In '19:36. the' !::lperial .'. 

Ir~igat1on District e~te~ed the field of generating,- trans:1tting 

and sell1::g electric' energy, to the pub11c in' the County, of .. 

I:lpe:'i&.l. S1%lce 1936 Applicant ane the District",ha",C been" in' 
, . 

direct and keen competition. Such competit1o~'has' resulted,~ong 
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A. 25761-.3 J..1~ e 

other t.."'lings, in the (iuplica t10n cf, electric <!istr1bution 

facilities, 'increased co,sts of operation, a division in the load, 
, . 

a'substantial loss "in business and. revenue to Applicant in 
1,' .' ., 

Imperial County"and. poor and un~tisfactory ear.n1ng$ toooth 

Applicant and the District in Imperial County. It 1so!recor~ 

tr~t the'r~perial Irr1g~tion District has long ~~d plans, to 

extend; its electr1c systec. into the Coachella Valley, in P.1vers1de .' 

County •. " If this were done on aco:npet1t1vebazis c.u:p:!..ic::~tion o! 
, -, . ~ 

plant!ac1lities''lnd the competitive struggle'now co:o!1ned to 

Imperial Cou:o.ty would be exter~ded to the, Coachella. ""Zl.lley .> With 

this 'background. ~", mine., it is app~rent why the Imperial Irr1ga-
. .' 

tion District ,desires to purchase·(jJ1d C31i!orni~:Electr1cPoVler 

Co:panyto sell !.ts electric properti~s 1n th¢'~r~sent and.. 

potential co=petit1ve areas. 

The properties; franchises, rights and business'which 
. ' 

APplicant r~s'agreed,toscll to the District urc specifically 

described in EY ... 1.ibi t A and in the proposed grant, deed$ .filea. i in 

th1sapplication acEx!'",ibits C, D, and E. 

Generclly ~pe~~~ng, the properties cons1st of ~ll of 

App11c~~t'selectr1c prop~r~1es 1n Icperial'County and w1thin, 

th€ area referred to as the serv1ce,~rea o!the All' American . 

Canal in Riverside County , (rei'~rred to 1n Exhibit;. as District 

Coach~lla Service Area)·· exce~tin; !'rotl such electrical properties 

the transmission l~e running fro~ Ca11p~tria to,~lythc &nd short 

lines lead.ing fro: Ca.loxico to ~lexice.11" ~d froI!l,thc "north sid~ 
, ' ; 

of'tne Colorado River to Ar1zo~ and ~to ~ower C~l~forni~. 

Included ~ the prope~t1esto be sold is a certain transcission 
. " 

line .·run..~ fro%:l Rincon to E1Centro, part or w~ich1s in San' 

Diego County; l'he :sale,1ncludes' Applicant'S !ra."lch1ses,' rights, 
• ,t • ". 

leases and contracts rel~tcd to itsbus~ess ~"l !mper1~1 Count,y , 
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. -
and. ,:;a1d Dis·trict Coachella Service Area. The ag::-e~r::ent ,o! sale' 

and purchase does not cover Applic~t's .ice properties.in 

Imperial Coi.mty or in said District Coachella,ser~ice Area. nor 

Applicant's electric properties ir. the Palm Springs' and 'Cathed.ral 
'. 

City area or in the PeS.lo 'Verde Valley area or in Riverside county 

east of the D1strict·Coachell~ Se~:1ceArea. 

The District h~~' agreed to pay Applicant" tor said elec-
'. . 

tr1cal properties, !ra.~chises, rights, 'leases, contracts :lr..d 

business $4,900,000, subject to adjustment on account ofp~:-sonal 
. . 

andI:lovacle properties a.Ylci bills and accounts. receiva'ble •. The . 

sale and' purchase' e.gree:ent provide~ ~ or the l1:ni'ta tior.. of both . . 
,Applicant's and the District's sorvicc ~reas. Theagreeoent tor· 

'. 
the exchang~, sale' and ~urchase of electric energy' (Ey.,hibi t B) 

between Applicant and the District is'likewise. an·~i.~t~gral part 

of the consideration. 
", < , 

Ex.."l1b it 1, filed' at' the hearing, ~hows t..":a t .if . the 
." .' . ,', 

sale had been made as 01· June ;0, 1943" App11c3nt's electric' plant. 
" , t.,", • I ' ' " 

accounts would bave:o~enreduced'oyt~e ar.ount. of $5,,180,5.07~~1. 

In sa1d'Exh1bitlAPplicant allocates $1,153,,368 of' its r€'servc: 
.' . "", "," J 

for deprec1ation to the electric plant which.it ~ropos€s to sell 
. . >.; , ,.1. 

to the District, leaving a net cost forsaid'elect:r1c' pla.'"lt. of . . 
S4,027,,139:3l., Had the:prope.rt!.e~ be~ seldon June 30, 1942" 

• 1 , ,"',' • • I . ', ,- • 

A?plicantin'said EY..h1bit 1 sh~ws that'i'~r the twelve I:lonths' 
~ .' 'I .,', " t," .' 

" 

~nd1ng ~June 30~. 194.3 itse1ee.tr1c o.perati..~grevenues would b.3.vc 

been' reduced from' $5 ,,425 ,66~ to $4"472,524,,. er, by • the: amo'lmt ,of '., 

$955,922 •. Its net 1n~orne woU;ld have·been reducedbyS121,81.3, 
.', " ., . 

or from $945,457 'to $823 ;6k4. ~he tes.t1:lo~y shows· that the sale 
• ~ '. ,,;. j 

of the, properties, wilf put, Applicant in' a pos 1 t10n to refund ··1 ts. . '. 

outstanding' 5%" bonds'. and: that :the savingsaccor:lpiiShed:~ough' 
, . . 

such: refunding should "core than o!!set said loss' irJ. net income. 
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The testi=lony further shows that tl"..rough the, .. ~le of, tr.¢·· prop­

erties there "1.'111 be released to Applicant at its so~ee',of' 

production about 80,000,000 k.w.h. of electric energ"J. Ttlis 
, ." 

electric enerBY vdll become available to otl'ler custo::ersot', 
,. . . 

Applicant or to customers of Southern california Edison Company 

Ltd. or to the City of Los Angeles. 

We are, by .this decision" makinS no· finding as to the 

original cost of the. properties wr..ich Applicant proposes to sell,' 

to the District'nor of the amount of the reserve 'for depreciation 

applicable to such properties. 

Tne agreement tor the~hange, saleand,purcr~se of 

electric energy (Exhibit· B) . requires thc'Distri~t'tosu.pplY to 

Applicant all clectr1cenergy re~uiredby Applicant, up to the 

capacity of the'trans:::ussion line, for service of. Applicant's , 

business in the Palo Verde Vt.lley. Applicant, on the other hand, 

is reG,uired to compensate the District for t.'fJ.at electric, energy 

by deli;'ering' an - equivalent' amount of electric. energy 'to, the 

District for service' 1."3. the District Coachella Serv1ceAre:!.. 

The provisions for the intercr~geo! power z.re in cf!ect~or 
.. 

ten years. Theroafte'r App11c.mt has the option to purchase power 

!rom'the~Distr1ct for ,an additional ten~ycar period'at th~ price 

named 1n the agreement. The agreement also contains prov1zions', 

!orthe interchange, of eleetricener~J'to c~et Applicant's Mexi~an 

requirements. The District will·d.;:liver for thefirst·f1ve-year 
'. , 

period'succeed,1-"'lg the execution 0: the contract such<, electric· 

-energy as Applicant'· s l1ex1ez.n busines~ calls for?' and Applicant 
. . .. , ' 

will ,sup~ly the ~1strict with ~~ equ1valent,amounto! 'electric 

energy in Co;;.chella V"alloy. ,At the end of :five -ye~rs 'and 'for' 3. 
-: .'. ~ ~ 

p~riod': oftVlenty, years thereafter Applicant'· agrees to purchase 
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from the District the electric energy it needs for the service 

of its Mexican load. The agrce~ent also makes provisions for 
.". . ' 

sta.."'l.d-byserviceby Applicant to t~eDistrict and by the District 

to Applicant tor !.ts Arizona bus1.."'less. The agreement further 

contains a provision covering the chargee by the District for 

electric ener~J'used by Applicant L"'l. th~ operat1onof.its'ice 
. . . 

plants, in Imperial County and i.."'l. t..""'c District, Coachella' Service 

Area. ·.Reference is :lade to said agreetlent for its. spec1!'ic '·pro­

visions .. 

At the hear~~g V:. A. E. West, President of California 

Electric Power COmp~"'l.Y1 and W~ .. ~ester s. Re~dy, .Consulting· 

Engineer, for the Icpe'r1allrrigo.tion .District, ,bothtesti!1ed 

in support of' t.1.e"granting ~:''' this ~p'11eatf~n· .. (1) .•. 

In my opL"'l.ion thepu'olic·1:lterect will be serv~d i1' the 

arrang~I:l.ents'agreedu?on between Applicant z.nd the:District'c.re 

~ b ~ 'c ~ i approve~: y. t ... e omnuss on. The Co=rr~ssion, in its regulation of 

Applicant's,utility''cusiness,·r.as, of course,observcd.th~'r~~ults 

to' Applicant of the' compcti ti",c oper:ltions' duri.."'lg' the last· four 

years ",' during which time, the Dis tric t ,has been, engaged in render­

ing electric, service in the .... Imper1~1 Valiey... v:r.il~ tho District 

is ,not under'this,Comissionfs control, both·parties have'on 
, . , 

numerous occasionsorou~~ttheir'disazreemer.ts,beforc the Com=1s-

zion. It is my view tht.l.t the purchase of Applicant's' plant a.."'l.d 

the taki."lg over by' the Dis trict of the electric bilS1nes~ 1.."). the 

'"';'",,--
\11 .', 

Arvin B.'·Shaw, Jr., Attorney for' Coachella Valley' Cou."lty 
. Water District, favored the, grant1n~ of the app11c3tion . 'but 

requested thz.t the: ooundar,{ o!' thel.listr:i.ct .Coachella. Service 
Area.beext~nded. T~i~ is a ~tterth~t,should1n the first 

, instance ''oe e.greeduponby Applica:lt and thcD1strict and then 
suboittedto the Co~ssion for approval~ 
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areas in 'question will~ over the years to come, result in a better 

and more sta'ble ptlblic.service'at lower rates than if the two' 

agencies continued competitively ~'tnis area. It likewise 

appears,from the record. that the severing of th1s'port1on,of 

Applicant's system~~ll not result 1n ~yadditionalburden to 

its.c'JStomers. lei"ton itsrema1."'l1ng system. In f~ct"there'is 

a prooabili ty that the' earnings of the remining' sys tem will be 

::lore favorable· inasmuch as the less profitable operations'in, 

Imperial' County will no longer 'oe present. 

'Another matter to which the Commission's attention is 

directed is the' area inwb.1ch the'District ::my,not·tor a period. 

o!,twenty-five years sell ordistr1bute'electr1c meru'and. 

the area in ~~1chApplicant may not fora period of twent,y-five 

years sell or distr1buteelcctric energy, or power. The rcspec-
. , 

tive areas are' set forth' in Articles 15 a.."ld 16 of the s3le, and: 

purchase agreetlent. ':::hese articles are said to conform to .­

Chapters 552 and 553 of ' the 1943St3tutes of the State of CQ.lifor­

nia. These statutes:may be viewed as a declaration oi"the­

State's policy to induce utilities ~~d 1rrig~t1on-d1stricts 

rend~ri."'lgelectric s~rviceto, ac.j~tt."leir servi~e ar~as ~ as 

to'r~~~ve uneconotlieal competit1on .. (2) The,Com:nission has no 
, . ' 

'. . . 

(2) . Assem~lY-B111 No. 1853 (A:ended 1n AssemblY'Apr1113~ 1943) 
ff;~ act to provide for the 11::n1 t1ng,oR DEFnrINJ OF aECTRIC­

service areas by the Railroad Cocmission OP THE STATE OF CAL!?ORNIA 
BETWEEN --utili ties and irrigation districts engD.ged i!l the s.ale OR . 
DISTRIBUTIONo! electric power, declaring the urgency of ,this act" 
to" take effect immedi~tely.. ", ': 

The people of the'St~tc o! ~1for.nia do enact asfollov/s:' 
, ,Section 1. ' It is, hereby declared that tmder certain condi­

tions the sale and d1str1but1o~ o!electr1c power and'energy-in 
the sa.Qe,geoeraphica1 area both by an electrical u.tility and,oy an 
irrigation dis·trict.7 results in d.uplication o! serv1ce 7 waste of 
mater1als~ increase in costs, w~ste of ~power ~.d econo=1c loss, 
and 1sdetr1cental to the effici~cy and best ~~terests of such 
districts. It is hereby declared to b~ the policy of thisSta"l:-e 
to induce such utilities and. irrige.tion districts to p:-event or 
re~ove'such economic wa:te ~d to a~opt :oreeC£icient andecocomie 
methods of distributions of electric power ~~d energy and. to t~t 
end encourage the-de~inition of are~s to be s~rvee or not to be ' 
served,oyeach." 
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jurisdiction over -the Dis.trictand, therefore., can not, define the 

area. .:Ln' which ' it may' not: en ter·1nto ' competition with Applic.::.n t.. ,', ' 

This authority is vested ~ the District Securities Co~ssion~ 

I recommend the follo\'ling form 0'£ order:', 

A puolichcarir.gha~~g been held on the above-numb~red 

application; the catter ha~~g oeen sUbmitted ,for dec1sionand 

the Col:l:lission being fully advised:i:l. the pre:l1~es; 'it being . .. 
i'oundthat' the authorization sought by the C.9.1ii"ornia Electric 

Power" Company is in the public interest.., therel'ore; 

IT IS HEREBY ORDERED that Califor.nia Electric Power 

Co~pany may..,' on or ''bel'ore December ;l.., 194;~ assign, sell.., ,grant 

and convey to the Imperial Irrigation District the properties,· 
, . "," 

right$ and business described in EXhibit land Exhibit Aat~ched 

to Applicant's petition, said s~le and conveyance to be 'made in . 

accord~~ce with the terms and provisions o~'sa!d~~ibits'l and 

A, and may. tor the purpose of carrying 1r..to effect said.'sale and 

eon"J'eyance, execute and carry out the Z'rov1sions o!the agreecents 

contained in said Exr.ibit', 1, Exhibit A a:.d Ex."libitB. 

IT IS· HE?~Y FcrRTHER ORDEPlro thnt california Electric 
.' , 

Power Company, on the effect1"ve date 01'" the ~l~ and convey-once 
J' .' 

'. . 
of said properties to theI:opcrial"Irrigat1-on ... District" shAll 

ab~ndon and withdraw !ro~rendering public uti11tyelectric~ervice 

within those areaz,' set forth in. said, ~'"libi t ;.. • 

. IT IS' P..EP.EBY FUET.E.ER ORDERED that wi thin ,ninety (90) 
, 

days a.fter the sale end cO:l"veyance· of said :t'roperti~s to the· 

Imperial Irrigation District,' California Electric. Power CO:l:t'a..'1.Y 
. . '. '.' 

shall, file with" the Rai1roadComl:lission a true' ond ·correct copy ot 

each. journal entry recorded, or' to .. be reco:'ded;' on:1. ts books, 'to' 

-8-



A. 2576l-9, flU, 
reflect the sale andconv~/ance of said properti~s. 

IT IS SEREB"!! FURTHER ORDEP.ED that wit.1Un thirty (30) 
.. 

days after the sale and conveyance or said properties California 

Electr1c Power ,Company shall tile wttb. the ~11road Commission' 

two eert1f1edcopieso! the D.greemento!, sc..leand p.urchase, two . 
.. 

certified copies of the agreement tor the exc~gc, sale and, 

purchase ofelectr1c,ener~/ one two certified copies' of each . ' 
, . 

grant deed del1vered.to·thelmperial Irrigation District" 

'executed'bY!~id cai1fO~1a·Eleetr1c'POWel".compa:ny.~er the 

author1ty her~1n granted. 

. IT :::S EE11EBY FO'Rl'HER ORDERED that the a uthori ty herein 
" 

granted w!.11.~come effective upon the dat~ hereof. 
. . 

The foregoing Opi:n1on and. Order are hereby approved. and 
" '~ " 

ordered. filed $oS' the Opinion ~d" ~reer of the. Railroad. Cocm1ss1on .. 
o!·''the .State of california • 

. Dated at' San-Francisco, California, thiS,'f ae ,.J., day . 
. 

of S'eptember 1 "'1943 ~ 


