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Decision No. __ ~_-_7_2_0_5_'_ 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF !r~ S~TE OF CALIFORNIA 

In the Matter of the Application of ) 
th~ SAN DIEGO GAS & ELECTRIC COMP.A.N'l ) 
for a certificate that prcscn: and ~ 
futu::e public convenience and necessity 
require or Will require the construction 
and operation by applicant of a new ) Application No. 3S8l7 
ste~ electric gene:ating station to be ) 
k1J.own as SOUTH BAY POWER PtAN'!') t03cther ) 
With such substations) transmission ~ 
lines, and other appurtenances to be 
used in connection with said station. 

Chickering & Gregory, attorneys, by c. Hayden Ames, 
for applic~t. 

Fr~derick B. Holoboff, deputy city ~ttorncy, for 
the CJ.ty 0: San D"!ego. 

'Bcnulrd L. Lewis, deputy district attorney, for 
the County of San Diego. 

Harold T. Si'2e for the Commission st.a.ff. 

OPINION -- ...... - .... ---
San Diego Cas & Electric Company, a California corporn

tion, by the above-entitled application filed February 13, 1958, 

se~~ a certificate of F~blic convenience and necessity to construct 

and operate a new' steam electric generating st.;ltion to be known as 

its South Bay Power Pl~t Unit No.1, toget!ler with substations, 

transmission lines, and other appurtenances to be used in· connection 

with said sta.tion. S~id unit and f.!lcilitics, proposed to be placed 

in oper~tion by July 1, 1960, arc covc=ed by the instant application, 

although applicant plans, eventually, to seel<: <'lutbority for and to 

construct, at later dates wben system demands require, Units Nos. 2 

a.nd 3, and possibly as m:lny as a total of 8- units if sufficient 
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cooling wa.ter is found to be available. The location of the pro

posed plant is a site in the Cities of San Diego and Chula Vista, 

and in San Diego County .at the extreme southeastern end of San Diego 

Bay as shown on the 'Il:lApS, Ex?U.bits B end C:. ~ttachod to the appl:tc:l

tion. Said site cocpr1sos approxtm3tely 146 acres of undeveloped 

industrial. property. 

A F~blic hearing was held before Examiner Stewart C. Warner 

on July 9, 1958, at San Diego. Prior to the hearing end on July 8, 

1955, the City of National City protested the holding of the hearing 

. on the grounds that it had not received .adequate notice. The record 

shows tha.t notice of the hearing was mailed by tho Commission to the 

City Clerk of said City on June 23, 1958, but th~t the City Manager 

had informed the e..~ncr by telephone on the day of ~e heari1lg that 
., ,. . 

said notice h~d been received at the City Clcrkfs office on July 3, 

1958. The record further sl"lOWS that legal notice of the hcaring was 

published in both the San Diego· Union nnd Evening Tribune, newspapers 

of general circulation in the City and County of SQ.n Di~go, on 

June 28, 1958, and, ~t the City of National City WAS advised on 

July 9, 1958, by the Commission by telcgr~ tha.t notice as a.bove 

outlined bad been given and that the hearing was in progress. There 

wcr~ no pro'tests to the granting of the application. !he matter was 

taken under submission subj ect to the filing, by the applicant, of 

latc-filec1 Exhibit No. 3 on or before July 16, 1958. Said exhibit 

has been received and the matter is now ready for decision. 

Applicant proposes ~o install and place the first unit of 

the South Bay Power Pla:ct, together with related transmission .mel 

other appurtenant facilities, in operation b7 J~ly 1, 1960. The unit 

will consist of a tu:bine. ~ith a name-plata rating of 136,500 kw and 

a generator with D. name~plnte capacity of 160,000 kva .at 8'S per cent 
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power factor and 30 pounds hydrogen pressure. The turbine generator 

will be a tandem compo'Utld, reheat unit which will be supplied by a 

stngle boiler with a rated capacity of 980,000 pounds of ste~ per 

hour. The initial steam temperature will be 1,000 degrees F. with 

reheat to 1,000 degrees F. Provision will be made for use of g3S and 

oil fuels. 

AP?licant submitted three exhibits and its president, vice 

president in charge of operations, and chief mechanical engineer 

testified regardfng the applicant's needs to add to its electric. 

generating capacity to ~et an antiCipated increase in yearly. peak 

load under nOX't'llel temperature weather conditions o~ 7.5 per cent per 

omnum; the financial capabilities of applicant to carry out the pro

posed construction which, it is estimated, would amount to ~pprox1-

ma~ely $24,770,000 or $174 per kw gross depeneable capability for 

Unit No. 1 and its facilities, including the dredging of lower San 

Diego Bay to obtain Qain condenser cooling water; the technical 

engineering aspects of the proposed plant constr~ct1on; the compa:a

tive economics of adding more units to applicant's existing Encina 

Station; the comparative economics of installing at the proposed 

South Bay Power Plant three, 136, 500-kw name-plate un~ts with depend

able c~p~bility of 142,000 kw each, or four, 100,000-kw name-plate 

units with depend.:lble capability of 106 ,000 ~<W e.<lch; the estimated 

cost of tbe installation; ~d the estimated effect on applicant's 

earnings and rate of return for the average rate base fiscal year 

1960-61. 

Applicant's December system pe~( demand increased from 

250 megawatts in 1950 to 485 megawatts in 1957, and is estimated at 

615 megawatts in 1960. The 1960 demand was arrived at 'by projecting 

the e$ti~ted December 1958 peak load at an average annual rate of 

7.5 per cent. Table I-A of Exhibit No.1 shows the estimated 
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December system peak loads and gross dependable generating capabili

ties, taking into account the addition of South Bay Unit No.1. 

These may be scDmnarized as follows: 

: ____________ ~--D~e~ma~n~a~S-~Me~g~~~a-tt-s~--~~~~----: 
: . : : Margin : 
· · · · 

• • • • 'OZtl.' 0 • . . . . ~ . 
Year : Capability: Peak Load:Quantitz:Per Cent: 

1958 Estfmated 672 532 140 26.31. 
1959 Estimated 667 5.72 95 16.6 
1960 Estimated 809 615 194 31.5 
1961 Est~ted 309 661 148 18.3 

Exhibits Nos. 1 and 3 are a 28-page document, charts, and 

a late-filed exhibit, setting forth supplemental 'information 

requested by the Commission staff and submitted by applicant to show, 

among other things, the estimated average cost of the first year of 

operation at 20, 40, 60, and 80 per cent capacity factor as Case I, 

and the average cost of operation over the life span of the unit, 

assuming a half depreciated plant as the basis for ~d valorem taxes 

and reeurn and utilizing the same percentage capacity factors, as 

Case II. Under Case I gross annual production of 717,444,000 kwbrs, 

reflecting 60 per cent capacity factor> would result in an annual 

cost of $7,234,300 or 10.08 mills per bwbr. Under Case II the same 

ener&'Y generation would result in an annual cost of $5,960,900 'or 

8.31 mills per kwbr. If an 80 per cent capacity factor is used the 

unit costs of energy under Cases I and II ue 8.37 mills per kwhr> 

and 7.19 mills per kwhr, respectively. 

Exhibit No. 3 further shows that by utilizing 70 per cent 

fuel oil at a cost in the year 1960 of $2.652 per barrel, including 
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4 per cent tax and a heat value of 6~400~000 Btu per barrel, 30 per 

cent gas at a cost of 34.09 cents per Mef and a heat value of 

1,085,000 Btu per Mcf, a depreciation rate of 2.50 per cent (40-year 

life), ad valorem taxes at 3.35 per cent of the gross plant, income 

tax, and operation and maintenance costs related to applicant's 

experience with its Encina Station and from its records, and assuming 

for the Electric Department a rate of return of 6.5 per cent, the 

reduction in net revenue for the fiscal year 1960-61 would be 

$280,767 and said rate of return would be reduced .93 per cent to 

5.57 per cent. 

Exhibit No.2 is an 8-page study with two charts submitted 

by applicant as an economic comparison of unit sizes for the proposed 

plant. Said exhibit shows that Plan I, which is the installation 

proposed herein of three larger units aggregating 426 megawatts 

dependable capability, will be more favorable from the standpoint of 

total annual costs after the year 1967 than applicant's so-called 

Plan II which is not proposed herein and which would have included . 

the installation of four smaller units aggregating 424 megawatts 

dependable capability. 

Applicant's Witnesses testified that the population of 

San Diego CO'tlnty has shown a steady average growth since 1940 of 

approximately 7.5 per cent per annum which is expected to continue; 

that community agencies are actively inviting large industries to 

build plants in a new industrial area n~ar Miramar where land values 

are attractive for industrial purposes; that applicant had, in the 

past, estimated its electric service demands over conservatively; 

that although applicant was a member of an interchange power pool in 

Southern California, its interconnections with Southern California 

Edison Company of 60) OOO-kw capacity, and C~i£ornia Electric Power 

Company of 10, OOO-kw capncity, were ooeq1Ulte only to meet 
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emergency conditions; that on several occasions within the last two 

or three years, applicant had been called upon to- sell power to one 

of its interconnected companies; that no agreements for firm capacity 

would be feasible ass. means of meeting system load growth; that 

applicant considered it neither wise nor practical to assist or 

require other Southern California electric public utilities to build 

large generating facilities in order to wholesale electric energy to 

applicant. Under cross-examination applicant's witness testified 

that the Southern California utilities, includi.ng San Diego Gas & 

Electrie Company, were presently engaged in studies to determine the 

economic feasibility of a power pool type of operation which might 

permit a reduction in the individual margin requirements of the par

tiCipating utilities and promote the sale and purchase of energy for 

economic reasons. The Commission feels such studies should be con

tinued in order to dispose of any excess capacity and energy which 

may become available at the South Bay power plant. 

Applicant's witnesses .further testified that addition of a 

fourth unit to applicant's Encina. Station, which is located about 

35 miles north of the San Diego load center, together with the con

struction of a transmission line, would cost nearly $2 million more 

than construction of the proposed South Bay Power Plant; that 

applicant's objective was to provide its system with excess gener

ating power of sufficient capacity to take care of the outage .of its 

largest generating unit; that its Station B plant capacity would be 

reduced from a dependable peak. capability of 112,000 to 107,000 kw on 

Ja:n.uary l, 1959 due to retirement of Unit No. 23, and that the capac

ity factor of said plant would gradually be reduced to 8.2 per cent 

in 1961; and that it was applicant's practice to operate its newest 

power plants at the highest possible capacity factor. 
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Findings and Conclusions 

After a careful review of the record herein, the Commission 

finds as a fact and concludes that public convenience and necessity 

require that this application to construct South Bay Power Plant 

Unit No. 1 should be granted and" the ord~r hereinafter will so pro

vide. It is evident from the record that San Diego, and its environs, 

and San Diego County have experienced rapid population gr~h which 

may reasonably be expected to continue, and that applicant must, at 

present and in the reasonably foreseeable future, be fully prepared 

to meet the electric service demands of such growth. The record 

clearly shows that applicant is in a pOSition to finance the cost 

the new facilities. 

The certificate of public convenience and necessity issued 

herein is subject to the following provision of law: 

That the CommiSsion shall have no power to author· 
izc the capitalization of this certificate of public 
ccnvenience and necessity or the Tignt to own, 
operate or enjoy such certificate o~ public con
venience and necessity in excess of the amount 
(exclusive of any ta.'\{ or annual charge) actually 
~3id to the Stntc as the consideration for the 
issuance of such certificate of public convenience 
and necessity or right. . 

ORDER 
-~-~-

Application as above entitled having been filed, a public 

hearing having been held, the matter having been submitted and. now 

being ready for deCision, 

IT IS HEREBY ORDERED as follows: 

1. That San Diego Cas & Electric Company, a corporation, be 

and it is granted a certificate of public convenience and necessity 

to construct and operate its South Bay Power Plant Unit No.1, 

together with the substations, transmission lines, and other 
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appurtenances, to be used in connection therewith, in accordance with 

and pursuan~ to the plan set forth in the applica~1on • . 
. ~ ... 

2. That applicant shall file with this Commission a detailed 

statement of capital CO$t of the electric generating station to be 
. 

known as its South Bay Power Plant Unit No. 1 and other facilities 

certificated herein Within six.months following the date of comple

tion of such unit and facilities. 

The authorization herein granted shall expire if not exer

cised within three years after the' d~te hereof. 

The effective date of this order shall be' ~enty days after 

the date hereof. 

Dated at. __ San_F'r.I.n __ c1xo ___ , C~ifornia, this Itz#Vday of 

~a~/,( 1...a;4.:.,..Io;t1WJ.:a~i= __ , 1958, 

COiIiiDissioners' , 

·~Unter$.. 'be1nL'JI Cotllmi,s1oner .. ;._ ............ _ ... _ •••• _-. 1;10. 

necos~arlly ~'b~cnt. did not :P~rtiei~at() 
in the dispoo1tlon ot th1~ proeoe~i~g-
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