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BEFORE TEE PUBLIC UTILITIES COMMISSION OF TEZ STATE OF CALIFORNIA

In the Matter of the Application of )

SOUTEERN CALIFORNIA EDISON COMPANY

for Authority ¢o Lease 275 Acres of Appl*ca ion 83—09 1%
Real Property %o LUZ ENGINEERING Piled September 2, 1983)
CORPORATION

Southern California Edison Company (Bdison) reguest
authority under Public TUtilities (PU) Code § 851 to lease Iuz
Engineering Corporation (ILuz) 275 acres of real property. ZEdison
also regquests that the resolution of any ratemaking issues be
deferred t0 an appropriate proceeding.

The 275-acre parcel of land, which is zdjacent %0 Edison's
Cool Water Generating Station (Cool Water) near Daggets, California,
is in Zdison's rate base. The water rights appurtenant 4o this real
propervy are used and useful in the operation of the Cool Water
facility. Iuz desires to consiruct a 45 megawait (MW) solar
parabolic-trough power system on +the land. Iuz intends <0 build the
solar facility in two phases, with the first phase of 15 MW scheduled
t0 be completed by Decembder 31, 1984. Edison states that the
operation of the solar facility will in no way interfere with the
operation of the existing Cool Water facility and that it will simply
add an auxiliary role to land already being used by the utility.
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Tae lease specifies that Edison shall provide Luz use of
the laac for a rental of one dollar per year for a period of 30
years. Tais period is coterminous with an agreement uinder which
Edison will purchase the power generated by the solar system. Luz
agrees to pay all taxes imposed upon the solar lacilities. Edison
states it expects, over the term of the agreement, that the value of
the land aad intercénnection facilities and the paymeats for energy
and capacity will be less than its avolded costs.

Zdison's total investment in Phase I of the solar faceility
will be the book value of the 275 acres ($112,475) plus $30,000 ir
permitiing costs. t is Edison's position that, because the utilisy
is already using the land for water rights needed in the operation of
its Cool water facility, only the $30,000 in permitting costs should
pe considered as a monetary investment by Edison in this project.

Edison states that, unless construction of the project
conmences by October 5, 1983, Luz will be uradle to complete Phase I

of tae project by December 31, 1984, ana thus Luz will not qualify
for 1984 energy tax credits availadle to owners of commercial

alternative energy projects. Edison expresses concern that, if these
credits are not available, Luz may withdraw from the project, thereby
depriving Edisoa's ratepayers of the benefits of this renewable
resource.

No protests have been received to the granting of the
authority requested in the application.
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In issuing this decision, we are not addressing issues

related to: (1) the purchase and sales agreement between Bdison and
Iuz; (2) the recovery of payments made for power purchases through an
Energy Cost Adjusiment Clause (ECAC); or (2) recovery of any related
capital costs not currently in Edison's rate base. If approprisie,
these issues will be addressed in future proceedings. As part of
this order, however, we will require Edison 4o estadlish memorandun
accounting records which track Edison's revenues, energy purchases,
and related capital expenditures associated with +the project.
Because 0L the neel to cozmence construction of the solar
project in time Yo qualify the facility Lor 1984 energy tax credits,
this order will be effective on the date of signature.
Findings of Pact

1. The lease of the real property o Iuz will facilitate %he
development 0f a solar energy genera%tion facility..

2. The lease of the property, as descrided in the application,
is reasonable and will not be adverse t0 the pubdlic interest.

3. There is no known opposition %o the projees, and there is
no reason %o delay granting the aunthority requested.
Conclusions of Law

1. A public hearing is not necessary.

2. The application should be granted o the extent set Fforth
in the order which follows.

5. This authorization is Lor the purpose of this proceeding
only and is not to be construed as deing an approvel of: (1) the
purcbase and sales agreement between Edison and Luz; (2) the recovery
of payments made for power purchase through an ECAC; or (3) recovery
of any related capital cosis not currently in Bdison's rate base.
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DER
IT IS ORDERED <%ha

1. Southern California Edéison Company (Edison), on or afser
the effective date of this order, may lease the real propersies
described in Edison's spplication under terms and conditions
substantially consistent with those set forth in the agreement.

2. Edison's execution of the proposed lease of its real
properties shall be at Edison's own risk. This order may not be
construed as a guarantee: (1) that the purchase power and sales
agreement between Edison and Luz will bYe found reasonadle; (2) <hat
Edison will be permivted t0 recover payments Zor power
purchasesthrough an ECAC; or (3) that Edison will be allowed to
recover interconnection or perzitting cosis.

3. Edison shall maintain mezoranduz accounting records which
track its revenues, energy purchases, and capital expenditures
associated with the projecs.

4. Zdison shall submit to the Commission's Revenue Reguirments

.h—'- Ak

ivision a copy of its proposed accounting eantries showing +the
account numbers and titles used o record the lease <transaction.
This order is effective today.
Dated OCT 5§ 1883 s, &%t San Prancisco, Californiz.

LEZON/ED M. GRIMES, JR.
Precident
VICTCR CAZVD
RISCILLA C. GR=W
DONAZES VIAL
WILLIIM T. SAZILTY
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The lease specifies that Edison shall provide Luz use of
the land for a rental of one dollar per year for a period of 30
years. This period is coterainous with an agreement under which
Edison will purchase the power generated by the solar system. Luz
agrees 10 pay all taxes imposed upon the solar facilities. Edison
states it expects, over the ter:m of the agreement, that its avoided < e
costs will exceed the aggregate owe~value of the land and
interconnection facilities and the payments for energy and capacity.

Edison's total investment iz Phase I of the solar facility
will be the book value of the 275 acres ($112,475) plus $30,000fi£
permitting costs. It is Edison's position that, because the utility
is already using the land for water rights needed in ¢ é/;peration of
its Cool water facility, oaly the $30,000 in permitxf;: ¢costs should
be considered as a2 monetary investmeat by Edisgl in this project.

Edison states that, unless construcrion of the project
commences by October 5, 1983, Luz will be udable to complete Phase I
of the project by Decemder 31, 1984, and '%us Luz will not qualify
for 1984 energy tax credits available t© owners of comzercial

alternative energy projects. Edison/expresses concern that, if these
credits are not available, Luz may thdraw from the project, theredy
depriving Edison's ratepayers of the benefits of this reanewabdle
resource.

No protests have b??n received to the granting of the
authority requested in the application.




