Decision No. 49327

BEFORE THE PUBLIC UTILiTIES COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the application of
PACIFIC GAS AND ELECTRIC COMPANY and
SOUTHERN CLLIFORNI/A EDISON COMPANY
for an ¢rder of the Public Utilities
Commission of the State of California
granting and conferring upon appli-
cants all necessary permission and
authority to carry out in zccordance
with 1ts terns and conditions an
¢lectric interchange agreenment, dated
December 31, 1947 (Exhibit "A" horoof),
ﬁloctric)

Appiication No. 29071
(2nd Supplemental)

~
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OPINION AND ORDER ON SECOND SUPPLEMENT.LL LPPLICATTION

In this second supplbment;; petitioh, filed ﬁévcmber 13,
1953, Pacific Gas and Elcetric Company and éouthcrn California
Edison Company request authorization to carry out two agreementa
which are related to thc power interchange vrecmcnt of
Decemder 31, 1947. Said interchange agrcement was submitted 4in
the original application f{iled Fedruary 9, 1948 and authorized
by Deeision No. k127§ dated Mareh 2, 1948. Two amendatory
agreements dated Aﬁril 10, 1951 and May 9, 1951, resvcctively;
werc‘submiftcd in thc first supplemental avplicwtion filed
June 18, 1951 and uthorizcd by Deedision Nb. 46073 dated August l%

?
19’1. The two agrcomonts for which authorizwtion is now rcqucstcd

are:
A lctfe¥ argecment between Pacific and ﬁdison, dated
June 3, 1953, a$ gmended lugust 19, 1953, cffecting
revision of éc&taiﬁ of the charges payable by Edison
and/or Pacific under sald intcrchangc agrcements and
in agrcemcnt botween Pacific and E& iwon, dated
September 1k, 1953, making proviuion, among cther
things, for payment by BEdison in accordance with said

-1~




A. 29071 (2nd Sup.) AF

interchange agrecment for interehange power delivered

over the Herndon-Acadeny 220 kv transmission line,
the sale by Pacific and purchase by Edison of the
Herndon-Acadenmy line, operation of said line for an
interim period pending its sale, the operation of
the Herndon terminal facilitics by Pacific, and |
payment by Edison of annual fixed and operating
costs of 'said line and terminal fagilitics.

Under the letter agrecment of Junc 8, 1953, as amended
by 2 further letter agreement dated August 19, 1953, Pacific
and Edison agreed upon the following changes in the charges
Payable under the interchange agreement of Deceaber 31, 19%7; as
azended, namely:

l. To increase capacity charges applicadle to
cmergency generating eapacity fron $1.25 per kw
to $1.50 per Xw. |

In this respect applicants state that the
1947 interchange agreement, as amended, contemplates
that the Supplying company will have the benefit
of its lower cost facilitics and the receiving
company will be assigned the higher cost facilities
for service thereunder. Except for minor periods
of spill, all power exchanged under said agreement
has been that generated in Steam~clectric plants.
Accordingly, in studics made to arrive at 2djusted
increased charges, considerations were limited to
steam costs. Aralyses made by Pacific for cost of
capacity supplied from typlcal steam-clectric plants
on 1ts system show that sueh costs, which rahged

from $61 to $92 per ki prior to Decenmber, 1947,
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ranged from $1lu to.$1h5\pér kw during'the.period'
- 1948 to 1952. By reason of such 1ncreased'cost$;
Pacific concluded that the inerease in the

capacity charge from $1.25 to $l;501per kw was

fully 3u§tifiod.. Edison made o chock of the
reasonableness of the‘said‘incrcascﬁ capacit?

charge and as a result concluded that Said‘ES

cents per kw inereasc in capacity charge was

proper. |

To include’ a rumning maintenanco charge of

$0.0002 per kilowatt hour om all cnergy

delivered under the 19547 égrecﬁcnt as amended.

-~ The interchange agreement prior to June 8, 1953

did not contain thc value of the running mhintenance '
charge. Howcvcr, cncrgy exchangod betwcen chific

and Edison herctofore has ineluded a running
maintenancezcharge of $0.0001 per k;lowatt hour

%o compensate for normal wear and tear of the

generating cquipment for ecach kilowﬁtt hour of

¢leetric cnergy prqduced. Applicqnts state that

an inerease in the rﬁnning maintenance chargé to

$0.0002 per kilowatt hour is justifiod by the |

fact that mnintcnancc material and lador costs

involvcd have more than doublcd sincc the origxnal

basis of the charge was establis shed.

-Copies of the levter agrecment Dbotween’ Pﬁcific and Edieon,"

‘dated ‘June 8, 1953, and the ancndmcnt dated August 19, 1953 are |
attached %o the sceond supplemontal applic tion as Exhibit "D and

abe made a2 part hereof by rofcronco. A clauae in said agreement,
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as amended, provides that it shall not become effective until

authorized by this Comzi sston.

The agreement dated Sceptember 1%, 1953 mokes provision,

anong other things, for::

-1
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The purchase by Edison and the sale and
conveyance by Pacific on or before July 1, 1954
of said Herndon-Academy transmission line, at a
price equal to Pacific's actual cost of acquisition
and improvement of the rights of way and the
acquisition, installation and improvemént of all
facilitics constituting said transmission line,
upon the terms and conditions set forth in saié
agreement,

The interim operation of said Transmission
linc for the purpose of transmitting ¢leetric
energy at hi.zh voitage to Edison's power facilities
near Academy for the interval of time bctween
July 1, 1953 and the date of purchase by Edison
of said transmission line. During said interin
period Edison will pay Pacifie monthly, coﬁméhcing
July 1, 1953, one-twelfth of tho annual fixed
and operating costs of said tronsmission line.
S2id annual costs are deemed 0 be an amount equél
to 16 per cent of the cost of said transmission
line.’ _

The operation dy Pacific of the terminalvfacilities
located at Herndon Substation wntil such time as said

transmiésion linc facilitics shall be removed from

their site. During said period Edison will pay Pacific |
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Zonthly, commencing July 1, 1953, an anount equal
to one~twelfth of the anmual fixed and operating
costs of sald terminel facilities, Said annual
costs are deemed to be an amount equal to 16 per
cent of the cost to Paciric,of said terminal
facilities,

The reimbursement of Pacific by Edison for the
cost of the acquisition and installotion of said
terminal facilities in the event Edi;on elects
to remove said tramsmission line facilities, or |
the same are actuelly removed from their site.

Pending comﬁletion of cost accounting by
‘Pacific of the actual cost of acquisition,
installation and improvement of all facilities
constituting said transmission line and térmimal
facilitiecs, payments shall be based upon Pacificts

estimate of said costs, which 1s: (2) For said

transaission line, $850,000; (1) for said terminal
facilitics, $146,000. Upon complotion of cost
.accounting and ascertaining of said actual coSts;
payments shall be based on said actual costs to
Pacific and a retroactive adjustment shall be made
to conform payments therctofore made to paymoents
that would have been made had the actual costs
rather than the estiméted costs been the basis
of payment.

Edison to pay Pacific, in dddition to the fixed
and onnual costs of saild transmission line and

terninal facllities, capacity and energy c¢harges
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for interchange power dellvered to E%}son at Herndon
Substat%on over said transmission line in accordance
with thé'aforementioned power interchange agrecement
of Decembder 31, 1947, as amended., Until other
arrangements are made,'interchange power delivered
to Edison at Herddon will be metered at Edison's
Magunden Substation, with appropriate adjustments

To compensate for line loss between Magunden and
Herndon Substations. |

Since the agreément relating to the Herndén-Academy trans~
mission line, dated September 14, 1953, provides for payments Pre-
dicated on costs which are yet to be determined, the order herein
will provide for the filing of a statoment of said costs after they
have been detormined.

A copy of the agreement for the sale and operation of said
Herndon-Academy transmission lime, dated Scptember 1%, 1953, is
attached to the sccond supplemental application as Exhibit "E" and
is made a part hercof by refeorence. A clause in said agrcement
provides that it shall not become effeoctive until authorized by this
Commission. -

The action taken hercin shall not be construed to be a

finding of the value of the propertics herein authorized *o be trans-

ferred. b

The Commission having considered the proposcd agreements,

it appearing that the proposed trqnsfer will not be adverse to the »
public interest and the Commission bciﬁg of the opinion that the "
carrying out of the said agreements should be authorized and that
pub;ic hearing i¢ not necéssary, and good cause appearing, therefore;

1T IS EEREBY ORDERED that Pacific Gas and Electric Company
and Southern California Edison Company be and they are hereby

authorized to carry out, in aceordsnce with the terms and conditions
thereof: |

L. A letter agreecment between Pacific and Edison

dated Junc 8, 1953, as amended By letter dated
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August 19, 1953; effecting revision of certain
of the charges payadble by Edison and/or Pacific
under an existing power interchange agreement‘
between said parties, dated Decewber 31, 1947,
as previously amended; and

An agreement between Pacific and Edison,
dated Septembér la; 1953, making provision,
among other things, for sale by Pacific and
purchase by Edison of the "Herndon~Academy
220 kv Transmission Line", operation of the

line and terminal facilities by Pacific for

annual fixed and operating costs, and payment

by Edison of capacity and energy charges for

interchange power delivered over said line.

IT IS HEREBY FURTHER ORDERED that Pacific Gas and Electric
Company and Southern California Edison‘Company shall file (a) a
statement showing the date of purchase by Edison and the sale
and conveyance by Pacific of said Herndén-Académy transmission
line; (b) a statement showing the actual purchase price of'sa;d
transmission lime; (¢) 2 statement showing the amount of monthly
payments by Edison of fixed and operating costs of saidj
ftransmission line; (d) a statement showing the actual original

cost of sald termimal facilivies; and (e) a statement showing the
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amount of monthly payments by Edison of fixed and operatzng costs

" of saxd termlnal facilities.

The effective day of thls order shall be twenty days
after the date hereof.

X/
Dated at .~/ /7.;;;42;,ﬂ Ay 41&A Calzfornla thzs 57 -

day cf ﬂ,tﬂ,ﬂqu/}x~) 1953.
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