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PA.C I7 IC GA.S A.ND ELECTRIC COMPANY
IFW~lE ~ 77 BEALE STREET ~ SAN FRANCISCO, CALIFORNIA 94106 ~ (415) 781 ~ 4211

BARTON W. SNACKKLFORO
CCNIOA VICC PRfCICCNT

November 2,- 1977
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Mr. Edson Case
Acting Director
Office of Nuclear Reactor Regulation
Nuclear Regulatory Commission
1717 H Street, NW

Washington, D.C. 20555
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Dear Mr. Case:

By letter to you dated, October 27, 1977 Chairman Richard L. Maullin
of the California Energy Resources Conservation and Development Commission
(CERCDC) summarized what he believed to be California's electrical supply
situation in 1978 if the current drought continues. Accompanying the letter
was an assessment of California's, electr'ic energy situation by the CERCDC
Staff.

The CERCDC Staff assessment does not disagree with Pacific Gas and
Electric Company's forecast of loads and resources for 1978. However,
Chairman Maullin's letter concludes that "the State currently has sufficient
resources to meet any reasonable contingencies expected to occur during 1978."
PGandE disagrees with this conclusion.

The letter indicates this conclusion is supported by the performance
of the State's utilities during the critical summer months of 1977. In March
1977 PGandE made statements about the 1977 power supply situation before the
Subcommittee on Water and Power Resources of the House Interior and Insular
Affairs Committee and the California Energy Resources Conservation and
Development Commission. The conclusion in both statements was as follows:

"We believe that the electric energy requirements of
Northern and Central California customers can be met through
the combined, cooperative efforts of the utility industry,
assistance from government agencies, and voluntary conservation
efforts by all consumers. However, the supply situation will
be very tight, and breakdowns of major generating equipment
needed to produce electricity at high capacity factors could
present problems."
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Mr. Edson Case November 2, 1977

The fact that this projection has thus far proved to be accurate
can be attributed, in part,'o'the planning and cooperation between the
State's utilities and the existence of well-planned, balanced intertie
systems between PGandE and its neighboring utilities, as the CERCDC Staff
stated on page 3 of its assessment. This year's performance also must be
attributed to the good fortune that there was a minimum of generating unit
outages during critical times and that moderate'ummer temperatures kept
demand from reaching expected levels. At the time of the peak, the actual
demand was more than 400 megawatts below the level expected with normal
summer temperatures.

An example of very favorable generating unit performance was the
Rancho Seco nuclear unit owned by Sacramento Municipal UtilityDistrict.
From October 11, 1976 to August 18, 1977, when the unit was shut down for
refueling, Rancho Seco generated 6,298 million kilowatt-hours. Its capacity
factor during this period was 96%, one of the highest for any major nuclear
unit in the United States. In contrast this same unit was out of service
continuously for 8 months, and later for 6 months during 1975 and 1976.
The ability of this unit and the total thermal generating system to operate
at a high level of availability was a major factor in avoiding power
interruptions during 1977.

Assuming a continuation of drought conditions and without a sub-
stantial contribution from Diablo Canyon, we cannot reach the same conclusion
about 1978 power supply we reached in early this year about 1977 supply.
Without Diablo Canyon, our resources in 1978 will be less than in 1977. This
results from a previously planned reduction of 100 MW in long-term purchase
and further drought-caused hydroelectric reductions more than offsetting the
new resources coming on line. These new resources include three 57 MW gas
turbines in May, a 106 MW geothermal unit in October and a 55 MW geothermal
unit in November. The uncertain status of Humboldt Bay Unit 3 (63 MW) also
could result in reduced resource availability. The combination of reduced
resource availability and higher loads in 1978 result in a much worse situation
facing us in 1978 than we were confronted with in 1977.

The CERCDC Staff assessment concludes that a combined reserve margin
of 9.6 percent for all California utilities "appears tight but manageable" in
light of the 1977 experience and examining the power supply situation "on
the basis that it is a single system rather than a group of independent service
areas." We do not agree that a 9.6 percent capacity reserve margin indicates
a manageable situation.

For planning purposes, a margin in the range of 15% is generally
held to be a minimum desirable amount in the utility industry. The 9.6 percent
margin in August represents only 3,198 MW of capacity without any outages.
The 106 MW geothermal unit and the 63 MW at Humboldt Unit 3 were included as
resources in calculating the 9.6 percent August margin. This amount of margin
is enough to provide a spinning reserve of less than 7 percent with an outage
of only the largest single unit in California or a spinning reserve of less
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Mr. Edson Case November 2, 1977

than 5 percent with the two largest units out. When margins drop to 5%,
planned interruptions of service will,be made to insure system integrity.

The CERCDC Staff assessment indicates that a serious emergency
would exist "where more than one utility drops below a 7.5 percent reserve
capacity margin." The Staff assessment indicates that in such a situation
"immediate steps will be taken by the Governor and/or the CERCDC to ask the
public throughout the State to cut out all non-essential uses of electricity."
The difference between the 9.6 percent margin and the 7.5 percent which the
CERCDC Staff considers a serious emergency operating level is less than 700
megawatts, less than the size'f -several large generating units in California.
It would not be unusual in such a large system for several units to be on
forced outage, or to have operating restrictions at any given time.

If the California systems were able to equalize reserves during the
critical month of August, it would, require' transfer of 1,700 MW of capacity
from Southern California to PGandE's system with normal operation. With the
outage of units on PGandE's system, the transfer would be even larger. It
is questioned whether such transfers of power to Northern California could
be made without jeopardizing the security of the Southern California systems.

Furthermore, the Energy Commission Staff has failed to recognize
the critical energy deficits estimated for Northern California in all months
of 1978 — not just in the summer. These deficits will require power imports
on a substantially continuous basis at rates in the range of 1,000 MW or more.
(During 1977, the average import rate was about 500 MW.)

The energy requirements vary from'onth to month with up to about
1,300 MW average for the entire month of November. In the critical month of
August, when state-wide margins are at a minimum the PGandE area would require
the import of more than 1,100 MW, 24 hours a day for the entire month. Tofit the load profile, it is likely that substantially more than 1,100 MW would
be required in the peak daytime hours. One can extend this example to include
the possibility that the largest generating unit in Northern California, Rancho
Seco, is out of service. We do not'know the criterion for Chairman Maullin's
"reasonable contingencies," but,we believe that there would be no disagreement
among reasonable people that such an outage as this would qualify. In this
situation, the more than 1,100 MW around-the-clock import would increase to
more, than 1,800 MW with substantially more than this required during daytime
hours.

Considering the practical operating. limitations and the contingency
outages that reasonably can be expected to occur, perhaps you'can understand
why we do not agree that the 1978 power supply situation "is manageable"
without Diablo Canyon.

The CERCDC Staff categorizes Diablo Canyon as one of a "laundry list"
of power supply options, and then suggests it is "precluded" from being a
dependable option because it may not be available in the "critical months of
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Mr. Edson Case November 2, 1977

July and August." As pointed out above, all months are critical from an
energy supply standpoint. We believe Diablo Canyon Unit 1 should be in
operation as early in the spring of "1978 as possible. Of all the options
listed, only Diablo Canyon is located within PGandE's service area and is
the only one with potential for saving California consumers millions of
dollars for expensive fuel oil and for reducing emissions of air pollutants
from oil-fired power plants, as well as improving service reliability. We
will consider and pursue the other options as well, but these have limited
potential and as the Staff points out, several have problems of their own.
For example, storage of energy in the Pacific Northwest involves a risk
that reservoirs will spill and the energy will be wasted to the Pacific
Ocean. Castaic Power Plant is an energy consumer, as the Staff notes.
Scattergood 3 is already included as a resource available in the critical
summer months. Ormond Beach and Long Beach plants have very limited potential
to provide additional capacity.

In summary, the energy supply situation is such that we, you, and
other agencies involved would be derelict in the exercise of our .responsibility
to the public if we did not'o everything possible to reach an early decision
on the licensing of Diablo Canyon. We are always ready to work with you to
expedite the review of the material .we have submitted in support of our
application for license.

Sincerely,

cc: Richard L. Maullin, Chairman, Energy Resources Conservation & Dev. Comm.
Robert Batinovich, President, California Public Utilities Commission
Charles Curtis, Chairman, Federal Energy Regulatory Commission
Eugene Neblett, Acting Reg. Engr., Federal Energy Regulatory Commission
R. E. Morris, President, San Diego Gas and Electric Company
Jack.K.'-Horton, Chairman of the Board, Southern California Edison Co.
Lewis H. Winnard, Gen. Mgr. & Chief Engr., L. A. Dept. of Water & Power
W. C. Walbridge, General Manager, Sacramento Municipal UtilityDistrict
Attachment




