Deciston No. SBB3S @RWENM-

BEFORE THE PUBLIC UTILITIES COMMISSION OF TH® STATR OF CALIFORNIA

In the Matter of the Application of
T2 CALIFORNIA ORTGON POWER COMPANY

for ocuthority to enter inte contract Application No. 37724
for regulation of Link River Dam, ote.

Brobeck, Phleger & Harrison by Robert N. Lowry and
Malgolm T, Dunpan, for applicant.

California Farm Bureau Federation by J. J. Deuel,
Bert Buzzini and Joseph Q. Jovnt; Califernia
Llamath River Commission by Bert A. Phillips and
Robert B. Bond; Herald & News, Klamath Falls, Oregon,
by B, W. Hubbell for News Editor, Max Wauchope;
interested parties.

Harold T, Sipe, for the Commission's staff.

SUPPLEMENTAL OPINION AND ORPER

On March 27, 1956, this Commission issued Decision No.
52809 in the above-entitled matter authorizing applicent, The
Californla Oregon Power Company, to carry out the terms of a
contract dated January 31, 1956, with the United States of
America, Department of the Interior, Bureau of Reclamation, in
so far as such contrasct pertains to applicant's California
operations. The contract provides, among other things, for the
operation by applicant of Link River Dam in Oregon and for
speclal rates end charges for irrigation and dreinage pumpling
service in the Upper Klamath River Baslin.

Authorization to carry out the terms of the contract was
granted on an ox parte basis without public hesring, in part, upon
applicant's statement that it knew of no oppesitlon to 1t§ enter-

ing into the proposed contract. Subsequently, on April 11, 1956,
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applicant filed Application No. 37918 for approval of an agreement
offering reduced rates to members of the Klamath Bosin Water Users
Protective Assoclation. One basis given as the reason for this
latter agreement was that the Xlamath Basin Water Users Protoctive
Assoclation entercd strenuous objection to cxecution of applicant's
new Link River Dam contract and withdrew such objcetion only upon
provision being made for off-project pumping power at 7% mills por
kwhr rate as set forth in the agreement with the Association. It
thercfore appeared that there was some opposition to the Link River
Dam contract, consoquently, on April 17, 1956, thc Commission
rcopenvd this matter for hearing to determine whether Deeision
No. 52809 should be revoked, altered or amended in any particular.
Public Hearing

After duc notlcc a public hearing was held upon this
epplication on May 8, 1956, before Bxamincr M. W. Edwards at Dorris,
California. Hearing also wes held at this timc upon Application
No. 37918, the two matters being Joined for purposes of hearing.
Applicent prescnted tustimony by one witness and two exhibits in
support of 1ts position that Dcelsion No. 52809 should not be
revoked, altered or amended in any perticular. The California
Foarm Bureceuw Federation took the position that this Link River Dam
contract is of benefit in development of the Klomath River Bosin.
The Commission staff, through an cleetrical onginoeer, eross-
cxamined the witness for the purpose of fully developing in the
record for the Commisslon to consider the frets concerning this
opplication ond upon submission of the matter at the close of tho
heering, stated 1t wes in accord with the application.
Rato S¢hedule "AM

As previously pointed out in Decision No. 52809, Ratu
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Schodule "A" is applicable to pumping of Klemath Wotur for use on
Klamath Project land 2nd for drainage of Klamath Project lond
within the Uppor Klemath River Besin. A rote of 6 mills por kwhr
is provided which is onv mill lower than the former rote for this
Service under the 1917 contract, os smended. Applicont's Exhidit
No. 1 shows that for the year 1955 the 30 customers under this
rate consumed 532,216 kwhr ot ~ billing of 84.852_.79. Undor tho
new rate the billing would have buen $4,383.73 or $469.06 loss.
This oxhidit olso shows that Af thuse customers wore billed wnder
Schedule No. 20, the appropriate £1led tnriff schedule for this
service, thu revenue would have been $11,091.23,

Rote Schedule "BM

Rate Schedule "B" 4s applicodble only to the punps operated
by the United States, or its successor in interest, for the roemoval
of weter from Tule Leko Sumps and Lower Klomath Lake Sumps and ony
drgins loading thereto or therefrom and for power used to pump such
drainage water for the irrigetion of the arcas lying within the bads
of Tule Lakc and Lower Klamath Leke. Rates of 5 mills per kwhr are
provided for on~pork pumping oand 3 mills per Xwhr for off-peak

~ pumplng. Such retes are ot the seme level as provided in the 1917
contract, os amended. Applicant's Exhidit No. 2 shows that for thoe
year 1955 the 23 accounts under this rote consumed 8,615,806 kwhr ot
a billing of $32,462.64, This exhidbit 2lso shows thet these
accounts, 1f dilled under Schedule No, 20, would hove paid
£97,339.8%,

Link River Danm Anortization
Under the 1917 contract thoe applicent had to make an

investoent of $345,000 in the Link River Dam which was conveyed
to the United Strtes in exchange for the 50-ycar rights of
regulating the water through it. Under the new contract, applicant
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i 'grantud this right for another 39 yerrs without the roquirement

of further capitel investment. Applicont was cnortizing this
investment over the 50-year term of the original controct. 45 2
result of thls now contract, the perisd in which the Link River Dam
must be ameortized hes been eorrospondingly extended ond applicent
will reduce the annurl cherge from $8,690 » yenr to $1,887 a year,
Discussion

Compored to the filed tariff, Schedule No. 20, applicent
is not recolving some $6,700 per yecar on the "A" schedule and some
$6%,800 per yoar on the "B" schedule, but is saving about $6,800 per
year in anortlzation c¢xpenses. This 15 a net totel omount of
roughly $65,000 per yoar not belng reecived. Applicant contonds
thet the right to regulate the flow in the Klamath River far another
39 years ond develep more hydro c¢epacity thercon is largely offscet-
ting of this amcunt, With regord to the spocial rote to the United
States, applicant docs not comsider it to be o concession of any sort,
dut Instead considers it to be a reasonable price to pay for the
advanteges received for Ltsclf and 1ts custonmers under the contrnct.

Applicant states thet its rpproximete cost of cnergy 1s |
.54 mills per Kwhr for production and 1.65 mills per kwhr for
transmission and that the 6 mill reto for pumping on project lend
will largely reecover these direct costs. Applicant mentioned that
there are other costs involved in this punping but holds that theso’
are clearly chargeable to the systen as a whele beeause of tho
contract which snables cheap hydro power developmunt and proteetion
of the existing invostment on the Klamath River.

The Comulsslon 1in general agrees with applicant's position
regording service to the United States under Sehedule "B", inasmuch
as Genersl Order No. 96, Scetion X(B) permits reduced rates to

governnental agencles such as the Unlted Stotes and its deportments.
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However, the service under Schedule "A" to individual customers is
a different matter because in addition to the production and
transmission costs mentioned by applicant there are distridution,
customer and other costs. Granting applicant authority to entor
into this contract with the U. S, Burcau of Reclamation could
therefore constitute an undue burden on its other customers. This
matter 1s not being decidod at the present time as thore is no
proposal to incresse rates to other customers to make up for the

indicated annual deficlency resulting from the Burcau contract.

The California Oregon Power Company having filed the
above-entitled application and the Commission having heretoforo by
ex parte action approved such application by Docision No., 52809,
public hearing having been held thervon to determine whather this
decision should be revoked, altered or amended In any partlicular,
the matter having beon submitted and 1t being the opinion of the
Commission that this prier action should not be revoked or altered,
but amended to include thurcein the opinion part of this declsiong
therefore, |

IT IS EER®BY ORDERED that the Commission's prior action,
Decision No. 52809, in authorizing the contract dated January 31,
1956, between the applicant ond the United States of America,
Dopartment of Interior, Bureau of Reclemation, 1s affirmed ané the
opinion part of that decision is hereby amended to inecludc therein

the opinion pert of this decision.
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The effective date of this order shall be twenty deys
after the dote hereof.

Dated at Los Aungeles , California, this

%7—?4 day of @7@«% y 2956.
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