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Decision No. 66·122 ----------------
BEFORE THE PUBLIC UTn.ITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the matter of the application of ~ 
CALIFORNIA ELECTRIC POWER. COMPANY, 
PACIFIC GAS AND ELECTRIC COMPANY, 
SAN DIEGO GAS & ELECTRIC COMPANY and ) 
SOUTHERN CALIFORNIA EDISON COMPANY ) 
for an order authorizing ~pplic~nts ) 
to carry out the terms and conditions ) 
of a Californi~ power pool agreement ) 
dated December 14, 1961. ) 

(Electric) ~ 

In the matter of the join: applica- ) 
tion of CALIFORNIA ELECTRIC POWER ) 
COMPANY and SOUTImRN CALIFORNIA ) 
EDISON COMPANY for authorization to ) 
carry out an interim power inter- ) 
change agreemen.t dated July 24, 1962. ) 

) 

Application No. 44404 
(Filed May 2, 1962) 

Application No. 44678 
(Filed August 3, 1962) 

F. T. Searls, John C. Morrissey and Gilbert L. Harrick, 
for Pacific Gas & Electric Company; cSickering & 
Gregory by Sherman Chickerins, C. Hayden Ames and 
Richard B. Morris, for San D~ego Gas & Electric Co.; 
Donald J. Carman, for California Electric Power Co.; 
Rollin E. Woodbury, Harry W. Sturges, Jr., and R. J. 
Cahall, by Harrt W. Stur~es, Jr., and R. J. Cahall, 
for Southern Ca !torniadison Company; and Stan!ey 
Jewell, for San Diego Gas & Electric Co., applicents. 

William W. Eyers, for California Manufacturers 
Association; William L. Knecht, for California Farm 
Bureau Federation; Lesher s. ~ing, for Federal P~er 
Commission; and William E. Warne by Kenneth V. Hedstrom, 
for Department of Water Resources, interested parties. 

W. R. Roche and Melvin E. Mezek, for the Commission staff. 

OPINION 
-~--.-----

These applications were heard before Commissioner Holoboff 

and Examiner Coffey at San Francisco on November 7 and 8, 1962. 

They were submitted on July 3, 1963, upon the receipt of concurrent 

briefs. 

California Electric Power Company (CEP), Pacific Gas 

and Electric Company (PG&E), San Diego Gas & Electric Company 

(SDG&E) and Southern California Edison Company (SeE) request 
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authoriz~tion by Application No. 44404 to carry out a California 

Power Pool Agreement dated December 14, 1961, for the purchase, 

sale and exchange of electrical capBcity and energy between the 

said parties, ~ttached to this applic~tion as Exhibit A. 

By Decision No. 64475 (October 30, 1962, Application 

No. 44678), this Commissio~ authorized CEP and SCE to carry out 

/ 
the Interim Power Interchange Agreement dated July 24, 1962, 

pending a showing to be made by applicants as to public interest 

and reasonableness of the in.tcrim agreement. For this purpose 

App~ication No. 44678 was consolidated for hearing with Application 

No. 44404. Said interfm a~eement was entered into pending author-

ization of the California Power Pool Agreement. No substantial 

showing in support of the interim agreement was made other than taat 

whicb might be deduced f~om the showing herein in support of the 

California Power Pool Agreement (Agreement). 

Applicants presented four witnesses an~ ei~'t exhibits 

in SUPP04t of their request. The staff presented one witness and 

~o exhibits relative to its proposed ~mendments of the Agreement. 

Briefs were filed in behalf of tbe applicants, the CBliforni~ 

MBnufaceurers Association, and the stoff. No protes:s or criticisms 

were voiced during this proceeding other than criticism of toe st2ff~ 

The Agreement provides for the pU4chase= sale and exchange 

of capacity and energy, in ttm~s of emergency and at. other times 

when convenient or ecc .. lomicsl. The Agreement requires each party 

to provide =infmum ~=gins of capacity resources, energy resources, 

and spinning reserve. To govern the ope~ation of the pool the 

Agre~ent cst~blishec a Beard of Control composed of one resprese~te

tivc from each party_ A function of the Board of Control is to 

rev~ew, coordinate, recommend or approve the parties' programs for 
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providing resources. To aid the Board in performing its functions 

i~ will est3blish 3 permanent engineering and oper~ting committee, 

composed of ~o representatives from e~ch party, and such other 

committees as it deems advisable. 

Each party will be obligated to operate its system in 

p~rallel with those of other parties and in such a ~nner as to 

mi~tmize disturbances whieh might tmpair service to the customers 

of other p~~tie$, to ~~intain frequency at approxfmately 60 cycles, 

anG to provide its own reactive power requirements. 

!nt~rconneetions presently exist between PC~ and SCE 

in Kern County with a c~pacity of 250,000 Kilovolt-amperes (kva), 

between SDG&E and SCE ~l1ith a capacity of 100,000 kva and between 

CEP ano SCE witb a capacity of 85,000 kva. 

Under toe Agreement a party can be required to furnish 

a service only out of its available capacity resources and then 

only to the extent that it c~n do so (1) without jeopardizing 

$~rvice to its own customers ano service to other parties to which 

it is f~rnishing service of higher priority and (2) without inter

fering with obligations to third parties if such obligations are 

~lth~t r.~ {n. ~x{st~nce or hereafter created in accordance with 

:'nc Agrcet:lent:. The priority of service is to be 

(1) Energy furnished unde~ s separoee conersce for 
firm cap~city and energy by one party to another 
party. 

(2) Short !erm Firm Service 

(3) Emergency Service 

(4) C3~scity Resources Standby Service 

(5) Economy C~pacity Se:vice 

(6) Eeonomy Energy Service 
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The Agreement provides for all of the above services, 

except the first, as follows: 

(a) Short Term Firm Service -- By mutual agreement a 
• 

party may make available capacity and furnish energy to another 

party for a period up to 45 days, subject to renewal by mutual 

agreement. The r~te for such service is basically a demand charge 

of $2.00 per kilowatt per month and an energy cbarge of 115 percent 

of the suppliers' incremental energy cost. The purchase, sale or 

exchange of firm capacity and energy for longer periods may be 

the subject of separate agreements. 

(b) Emergency Service -- In the event of an emergency 

on the system of a party, that party has the right, if it is using 

all of its own spinning reserve, to receive spinning reserve service 

from the other parties for a period of two hours up to the amount 

of spinning reserve it is obligated to maintain under tbe Agreement. 

There is no charge for emergency service so long as the receiver 

does not receive energy for a period in excess of two hours and 

does not exceed its spinning reserve entitlement at any time after 

the first half hour of such period, but the energy must be returned. 

If the emergency continues for more than two bours and 

if the party in trouble uses due diligence to utilize its avail

able resources, it is entitled to receive capacity and energy fr~ 

the other parties for up to 60 days to replace its lost or inter

rupted ca~acity. The rate for emergency service which continues 

for more than two hours or where the receiver exceeds its spinning 

reserve entitlement at any time after the first balf hour of service 

is baSically a demand charge of $2.00 per kilowatt per month and 

an energy charge of 115 percent of the supplier's incremental 

energy cost. 
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(c) Economy Capacity Service -- By mutual agreement a 

party mny make available capacity and furnish energy to another 

party subject to discontinuance on notice sufficient for the 

receiver to place alternative capacity in service, but the receiver 

is not entitled to more than 24 hours' notice. The rate for ~~ch 

service is basically a demand charge of 1 cent or 2 cents per 

kil~att per day, depending on the source of the capacity, and 

an energy cbarge which is substantially the same as that for the 

following economy energy service. 

(d) Economy Energy Service -- By mutual agreement a 

party may sell economy energy to another party if the net savings 

in the transaction are at least 0.4 mill per kilowatt-hour. The 

rate for such service is basically an energy cbarge which divides 

the net savings equally between the supplier and the receiver, 

with an alternative rate of 110 percent of the supplier's incremental 

energy cost if the net savings cannot be readily determined. 

(e) Capacity Resources StanQ~y Service -- In the event 

of a capacity resources deficiency on tbe system of a party, that 

party ~y, if its awn resources are fully loaded, call upon the 

other parties for capacity and energy for periods up to seven days 

for the purpose of supplying firm customer loads. The rate for 

such service is basically a demand charge of $2.00 per kilowatt 

per month and an energy charge of 115 percent of the supplier's 
incrementsl energy cost. 

(f) Energy Interchange Service -- Under this service the 

intermediate system, which initially is SeE, receives energy from 

the supplier of one of the aforesaid services and delivers to the 

receiver an equivalent amount of energy adjusted for estimated 

losses resulting on the intermedi~te system. The rate for such 
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service is ~ percent of the supplier's incremental energy cost 

except in the case of economy energy, in which case it is 30 per

cent of the net savings in the t:ansaction or, if the net savings 

cannot be readily determined, 3 percent of the supplier's incre

mental energy cost. 

The foregoing services under the Agreement will initially 

be arranged between the dispatchers of the parties involved. 

Applicants allege test although the Agreement does not 

provide directly for agreements between parties for sharing of 

new generation or for long term sale of firm power in order to 

defer new gener~tion, it w~s written so as not to preclude them. 

The Agreement does not become effective until authorized 

by respective regulatory agencies having jurisdiction and provides 

that it is subject to the jurisdiction of any governmental authority 

having jurisdiction. 

Applicants allege that the Agreement is desirable in the 

public interest and that the rates have been agreed to by all the 

parties as fair and reasonable rates. Applicants argue that each 

rate is reciprocal in that it applies alike to all parties and each 

party may be a supplier as well as a receiver of any of the services. 

Operations under the Agreement are expected by applicants to result 

in more dependable, adaptable, economical , and efficient service 

to the electrical consumers in the service areas of the parties. 

The staff, after concluding that the pooling of power in 

C~lifornia with proper planning will provide a more reliable and 

economical power supply than could otherwise be obtained, made the 

following recommendations which were opposed by the applicants and 

the California Manufacturers Association as destructive of the 

benefits available from the Agreement: 
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1. That applicants file tariff schedules for California 

Power Pool service rates and 3 justification thereof supported 

by studies of the allocation of system~wide average costs and other 

data. 

2. That applicants annually file studies of the allocation 

of system-wide average costs to be used in the setting of rates 

for pool service for the following year and retroactively adjust

ing the charges for the preceding year. The staff in its brief 

modified this recommendation to suggest that only one initial 

cost study of the type customarily made in rate cases would be 

necessary a~d that the rates be set prospectively. 

3. That the filed tariff schedules for California Power 

Pool service include a schedule of long term firm service. 

4. That comprehensive annual reports for the California 

Power Pool be filed with the Commission. 

Witness for applicants testified that, through the year 

1966, the applicants could not predict the effect of California 

Power Pool operation upon cold and spinning reserve margins and 

requirements, thBt the applicants do not believe there will be 

any effect upon the planned resources programs through 1966, 

that no plans now exist for the sale or purcbase of firm capacity 

and energy between the parties, and that it is not possible to 

provide definite 8n~ers and forecasts 3S to the benefits which 

~y be obtained in a given period of time. 

General Order No. 96-A provides that no electric utility 

shall make effective any contract for the furnishing of any public 

utility service at rates or under conditions other than the rates 

and conditions contained in its tariff schedules on file and in 

effect at the time, unless it first obtains the authorization of 
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the Commission to carry out the terms of such contract. While it 

is highly desirable that maximum use be made of tariff schedules 

to set forth the rates and conditions of public utility service, 

the use of contracts is in ~he public interest when limited to 

those of special circumstance, 2xc~pticnal complexity, voluminous 

detail, lfmited applicability and minimum need for public reference. 

Applicants argue that the services contemplated in the 

Agreement do not come within the definition of "public utility 

services\l and that General Order No. 96-A is not applicable. The 

Agreement provides that service under Agreement does not constitute 

the dedication of the system, or portion thereof, of any party to 

the public or to any other party. However, the Agreement provides 

for the purchase, sale and exchange of capacity and energy on a 

short term basis amor~ the parties in t~cs of emergency and Bt 

other times when convenient or economical. Under the Agreement 
the part1es r'hold out" to serve each other. 

The C~ssion £1nds that services provided under the 

Agreement are public utility services and that General Order No. 96-A 

is applicable. Noting that the conformed copy of the Agreement 

and attachments comprises 79 pages, that service under the Agreement 

is in general limited to the four parties to the Agreement, the 

Commission finds ~hat the Agreement should be considered under 

Section X.A of General Order No. 96-A and that the filing of tariff 

schedules should not be required except as required by Section II 

of said general order. 

A fundamental issue in this proceeding is whether rates 

for power pool service are to be largely related to incremental 

costs, as proposed by applicants, or to be determined upon the 

basis of the allocation of system-wide average 'total or "full" costs, 

as advocated by the staff. 
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The fundamental concept of the Agreement appears to be 

that from tfme to time on a short term basis the capacity or energy 

requirements of one of the applicants may be more economically met 

by using the idle or only partially used facilities of another of 

the applicants than by using its awn facilities. The loading of 

the electric production facilities is changed by system load dis

patchers in accordance with the constantly varying capacity, energy, 

maintenance and emergency requirements. Of prtmc~y economic con

sideration in the selection by load dispatchers of the production 

facilities to be utilized to obtain the lowest to~al cost of power 

production ere the incremental costs associated with the amounts 

of load carried by each of the individual production units. Each 

applicant now uses its most economic~l facilities first and puts 

its units of higher incremental cost into service only as require

ments demand. The Agreement would apply this principle to all the 

f3cilities of the applicants as a group. 

The Commission fines that the rates for service under the 

Agreement should in general be related to incremental costs. However, 

it is noted that applicants' witness testified that all costs will 

be determined in advance and agreed to between the parties, that 

this record does not set forth all said costs, and that it does not 

fully disclose the basis for negotiation and agreement between 

applicants on the rates and charges as set forth in the Agreement. 

The Commission finds that, except to the extent authorized herein, 

the applicants have not fully justified the terms and conditions 

of the Agreement. 

So that applicants will have an opportunity to continue 

to develop the potential benefits to be derived from the operation 

of a power pool, will have the opportunity for experience in pool 
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operation and will have time to fully develop justifi~stions of 

propo~cd rates and charges) the Commission. finds that the Agreement 

should be authorized for a !imited period and that annual reports 

of operations under the Agreement should be filed with thi~ 

C~tm::lission. 

Inasmuch ~s the Agreement provides that applicants msy 

enter into additional agreements for the purchase, sale, e~change, 

~nd!or transmission of firm capacity and energy for periods in 

excess of ti,at fer which Short Term Service may be :urnished, the 

Co~issiou finds that a filed tariff for long term firm service is 

not at this time re~uired by the p~blic interest. The Commission 

also find3 that the proposed agreements place no undue burden upon 

any of thp. applicants or upon their respective customers and it 

makes available ?otential power and energy to assist applic~nts 

in the performonce of their public utility obligations. 

It is concl~ded that the respective applicants should 

be =uthorized for ~ limited period to carry out the terms of the 

Ag::ecment :=It'ld the Interim Power Interchange Agreement .. 

The ~ction taken herein is for authorization of said 

s;rccmcnts anc is not to be consieered as indicative of 8mounts 

to be incl~ded in future proceedings fo; the pu:pose of deterr~ning 

just and re~sonable retes. 

o R D E R -----

IT IS O~ERED ~hat: 

1. C31ifcrnia Electric Powe:: Comp~ny, Pacific G~s c~d Electric 

CO'r.lp~ny) San Diego G:lS & Electr:'c Company and Southern Cslifornia 

Zdison Company ~rc Q~thorized ~o ca~~y out the terms and conditions 

of the California Powe: Pool Agreement, dated December 14, 1961, 
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attached to Application No. 44404 as Exhibit A, and to render the 

services described therein under the terms, charges and conditions 

stated therein. Ibis authorization shall expire on December 31, 

1966, unless prior to that date application is filed with this 

Commission for further authorization of said agreement. 

2. California Electric Power Company and Southern California 

Edison Company are authorized to carry out the terms and conditions 

of the Interim Power Interchange Agreement, dated July 24, 1962, 

attached to Application No. 44678 as Exhibit A, and to render the 

service described therein under the terms, charges and conditions 

stated therein. This authorization shall expire on December 31, 

1966, unless prior to that date application is filed with this 

Commission for further authorization of said agreement. 

3. In conformity with General Order No. 96-A applicants are 

authorized and directed to file four copies of said California 

Power Pool Agxeement of December 14, 1961, as executed by them, 

and to revise such of .their tariff schedules relating to the 

contracts herein authorized, within thirty days after the effective 

date of this order. Such tariff sheets shall become effective 

upon five days' notice to the public and this Commission 3S here-

inaboveprovided. 
4. On or before March 31 of each year, applicants shall file 

with this Commission a report of the operation during the previous 

year of the California Power Pool under the Agreement herein 

authorized, including but not limited to programs and forecasts 

submitted to the Board of Control, programs approved by the Board 

of Control, actions of the Board of Control, services performed 

and charges therefor, and the basis of all charges for services. 
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These reports shall not be open to public inspection without 

further order of this Commission. 

S. Applicants shall file with this Commission promptly after 

termination of the agreements herein authorized statements showing 

the dates when they were terminated. 

The effective date of this order shall be twenty days 

after the date hereof. 

Dated at ___ San __ Fran_clsc_o ____ , California, this ~ 

day of ~!r) ,1963. 


