UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

In the Matter ot

PACIFIC GAS AND ELECTRIC
COMPANY

(Stanislaus Nuclear Project,
Unit No. 1)

NRC STAFF'S SUBMISSION OF SELECTED DISCOVERY DOCUMENTS
RESULTING FROM PGSE'S PRODUCTION OF "GREEN-DOTTED" DOCUMENTS

INTRODUCTION

At the last Conference with Counsel, May 13-17, 1379, :he Licensing Board
requested Staff and Intervenors to submit to Rhg aﬁardf: July 9, 1378, S0
documents resulting from PGAC's production of the so called "green-dofted”
category of discovery documents. Thd term "green-dot®d" documeits has been
used to describe those discovery documents which are being produced by PGAE
pursuant to the April 25, 1378, "Stipulation Concerning Production of Docuy-
ments." The documents submitted herewith, to Staff's knowledgs, were not -
produced by PGAE pursuant to the Department of Justice's Civil Investigation
Oemand ("CID") several years ago. They therefore serve to enable the 3oard
to evaluate the current document production effors underway in this proceeding.

As request.d by the 3oard, the “taff will describe :hé signiffcance of
the documents submitted herewith and the relationship of many of the dacuments
to the inadequacy of the PGAE Commitments to remedy the situiticn alleged to
te inconsistent with the antitrust la.s. B8efoio doing so, however, some gerzral B
comments are appropriate.

The Staff believes that the production of documents from the SO called
green-dotted category of documents has Seen very u<afyl and‘c:n:inues to be

very helpful to the Staff in enabling it to educate itself concerning the
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issues 1n this case. The Staff believes that the documents it is submitting
herewith are what it considers to be "good" documents; i.e., documents which
educate the Staff concerning the competitive situation in California and tne
various allegations that have been macd. concerning that competitive situation
and PGAE's position and conduct therein. It ?BIIows that it is not necessary
for a document to establish any liatility on the part of PGAE before it can be
considered a document worthy of che massive disccvery effort that is underway
in this case. At this point in the proceeding, the Staff is simply seeking to
learn as much as it can atout the situation in California involving PG&E and the
varfous allegations that have been made by the intervencrs.

Keeping that in mind, it is important to emphasize the distinction between
the role of the Staff in this case at this time and that of the intervenors
and PGXE. They, unlike the 3taff, are entities which have been engaging in the
electric utility business with one another in California for decades. They
come to this p~vceeding more or less knowing what they believe to be true about
PG&E's position and conduct in the bulk power supply markets in California.
The Staff, hewever, has been introduced relatively recently to the situation
fn California. We, therefore, are just 1.1 the precess of learning about an
extremely complex sitwation involving various relaticnships of a number of
entities in the electric utility business in California and nearby states.
The Staff therefore suggests that the documents submitted herewith are good,

important documents from point of view of the Staff Tearning about the situaticn

which is the subject of this proceeding.




The Staff believes that the producticn of green-dotted documents is worth-
while and necessary. The number of "good" green-dotted documents is a small
percentage of the total number produced, but there are several reasons why this
is so: First of all, as the Board is aware, there appears to be a large number
of highly relevant documents stored in a warehouse *o which intervenors and
Staff have not had access and from which there has not yet been any production
by PG3E. From P33E's own description of those documents on the warehouse trans-
mittal slips, we would expect that a fairly high percentage of thuse documents
would be good cocuments. Since these documents that are presently in the
warehouse to © large extent were not in the files when the i..tervenors and the
Staff search.d PGAE's files pursuant to the April 25th Stipulation, it follows
that the density of so called good documents from those files was necessarily
reduced. Secondly, PGEE has not yet submitted any claims of privilege. We
would expect that there will e a fairly large number of such claims made by
PGAE wnich will be contested by intervenors or the Staff. If such is the case,
we would expect that a certain number of the documents claimed to be privileged
by PGAE will ultimately be determined by the Board not o be privileged and,
when produced will turn out to be good documents. Finally, PGAE has made it
clear to the Board that initially its clerks were categerizing as privileged or
frrelevant and sensitive, and therefore not produceable in this proceedirg,

a large number of documents which yltimately were determined by PGAE's attorneys
to not be entitled to any claim of privilege or properly categorized as irrelevant
and sensitive. Intervencrs and Staff have yet to receive any of those documents,

and we would expect those to contain a high percentage of gocod documents.
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DESCRIPTION OF THE SUBMITTED DOCUMENTS

There have been a number of allegations made in this proceeding concerning
the United States Cepartment of Interior, Bureau of Reclamation, Central Valley
Projec’. Contract with ihe Pacific Gas and Electric Company for the Sale, Inter-
change and Transmission of EIFctric Capacity and Energy, Co~tract No. 14-06-200-
2948A, otherwise known as the "PGAE-CVP" contract (#2948A). For example, it
has been alleged that PGIE prevents the Sureau of Reclamation from serving
preference customers by refusing to wheel, that the contract unreasonably places
maximum Timits on preference customer loads served Oy the Bureau, that PGAEL has
obtained for itself the right %o all excess capacity and energy of the Central
Valley Project, that PGAE has an unreascnable right to certain Northwest capacity
and dump and exchange ent 'yy, and that other capacity or energy cbtained by the
Bureau of Reclamation can't be connected to 2GaZ's system without PGAE's consent.
It has been alleged that this contract unreascnably Timits the area in which,
and the prefarence customers to which, PG4 will wheel CYP power, and that the
contract in part constitutes 2 territorial allocatien. The $:aff has found
a number of documents which bear on the subject of the PS3E-CVP contract and the
varfous allegaticns that have been raised cor~erning it.

Attachments 1 through 7 relate to the subjsct of the PGAE-CVP contract.
Attachment 1 is an internal U.S. Bureau of Reclamaticn memorandum dated May 22,
1350 (PGAE Or ~'ment MNo. ZAT 1070337) which describes the fundamental contract
principles from the viewpoint of the Sureau of Reclamaticn which should be
observed in its negotiations with PG3E for the PGAE-CYP contract. This documant
outlines the principles which t e Bureau expectad to 'ave embodied in the
PGRE-CVP contract and is significant from the Staff's point of view in under-
standing the PG3E-CVP contract and in understanding the position that the 3ureay

of Reclamation took in negotiating that contract and in understanding what the
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Bureau of Reclamation attempted t2 accompliish by that contract. It weuld be
essential to have this document in the Staff's analysis of the PG&E-CVP contract
and in determining whether or not the various allegations concerning the
restrictions fn that contract are reasonable under the circumstances and in
determining what purpose is served by the variocus provisions alleged to be
restrictive and anticompetitive.

Attachment 2 (PGAE Document No. ZAT 1070417) is a January 27, 1257 Interim
Staff report of the House of Representatives Natural Resources and Power Sub-
commitiee of the Committee on Government Operations ccncerning,among other things,
then proposed contracts relating to the Pacific Nerthwest-Sc ‘hwest
Intertie,one of which was the PGRE-CYP contract. This document conta ns an
analysis of the deficiencies of the PGAE-CVP contract from the point of ‘iew of
an independent body. It provides an explicit and detailed analysis of the various
deficiencies and inadequacies of the propesed PGAE-CVP contract as seen by the
Staff of the Subcommittee, many of which are considered to be anticompetitive.
This document undoubtedly will assist the Staff in evaluating the various pro-

visicns of the PGAE-CYP contract which have been alleged to be restrictive and
anticompetitive.

Attachment 3 (PG3Z Dccument No. ZAT 10704032) 1s a June 29, 1350 Bureau
of Reclamaticn internal memorandum concerning a meeting with PGRE representatives
on June 27, 1350, apparently one of the negotiating sessions which led to the
PGSE-CVP contract. This memo details the position that was taken at that
meeting and during those negotiations by PGAE with respect tc various prooosals
advanced by the Buyreau. For example, the document shows that the Bureauy expected
to transmit power to lcad centers with no contract restriction which would in
iny way handicap or prevent the 3ureau from tying in pcwer developments in the
<an Joaguin Valley with the remainder of CVYP should the 3ureay desire tc do so.
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“he memo shows that in response to this, PGAE would not state definitely whether
1t was willing to accept such a pesition, but goes on to exglain that PGAE
representatives "reiterated their old story that one of the principle purposes

of this contract, from the Company's standpoint, was to prevent the Bureau from
building transmission facilities. They stated frankly the Company wanted tg be
free to oppose Bureau requests for appropriations for any transmission line,
frcluding backbone transmission." This is obvicusly highly relevant to the issue
of PGSE's monopolization of transmission and PGAZ's preventing other entities
from building their own transmission in PGAZ's service area. The document goes
on to make it clear that PGAE representatives were explicit in their fear that
the Sureau would build up an independent distribution system which would be
available to serve preferred customers and would enable the Bureau gradually to
become fndependent from PGAE with the ability to operate its own system. Another
paint discussed in this contract 1s the ability of the Bureau %o serve preference
customers coming into existence after the sxecution of a contract in an 3.ca or
community in which PG3E was then presently serving at retail. The contract as

it is now written prevents the Bureau from serving any customers in areas in
which PGSE was at that time serving at ret2il. We see from this memo that according
to the Bureau, PGAE took 3 very strong po “tion ‘nat 91t would not place itself
in a position where the Zureau could compete for presently existing PGAE retail
customers and thereby allow public power to become active and similarly compete
for existing company customers.

Attachment 4 (PG3E Document No. ZAM 084078) is a September 7, 1372 letter
from the Chairman of NCPA *o0 the Assistant Secretary for Water % Power of the
Oepartment of Interior. The letter explains that it is the position of NCPA that
the 3ureau of Reclamation had invoked the PGRE-CVP contract %o (1) refuse %o

whe2l scwer for NC°A without PGAZ's censent, (2) refuse *o arrange for "I %0

s
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wheel NCPA power, and (3) refuse to negotiate “or the purpose of power and energy
from NCPA for redelivery to preference customers. The letter goes on to call

for a modification of the Bureau's negotiating position in connection with a
proposed Bureau-NCPA agreement. Attachment 5 (PGAE Documént No. ZAM 084071)

is a reply to this letter from the Buresu dated October 6, 1972. In this reply
the Bureéu states its position that it disagrees with the ailegations in NCPA's
letter with an explanation as to why it disagrees. These documents assist the
Staff in evaluating NCPA's allegations, the position that the Bureau of
Reclamation took on those allegations, and the relationship of the Bureau's
position to the position taken by PGAE.

Attachment § (PGAE Document No. ZAM 084750) appears to be a May 18, 1972
Departmant of Justice memcrandum which is entitled “Santa Clara's Needs Ta
Alleviate Antitrust Restraints”. This document details the provisions of the
PGSE-CVP contract which, in the opinion of the Justice Department, ara anti-
competitive and restrictive vis a vis Santa Clara. The document cutlines all
the changes that should be made to the PGRE-CVP contract to remove the restrictive
provisions and the anticompetitive effects of that contraci on Santa Clara.

Attachment 7 (PGSE Document No. AXF 522558) is anm April 25, 1372 latter
from PGSE to the City Manager of the City of Davis, California concerning the
University of California at Davis as a preferince customer of the 3ureau of
Reclamation Central Valley Project. This letter essentially constitutes a
refusal by PG3E to wheel 3ureau-CVP power to the University of California at
Oavis because of the PGIE-CYP contract provision which provides that 2G3Z need
only wheel to 3ureau customers which are Tocatad outside the corporate boundariss

of municipalities then serves at retail by PGAE.
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There have been a number of allegations in this proceseding concerning
PGSE's treatment of cogenerators and indusc¢rial generators and PG&E's refusal
to wheel from those types of entities to various electric utilities. Attach-
ments 8 through 16 relate to the subject of cogeneration and industrial generators.

Attachment 8 (PG&E Document No. ZAM #1062188) is a March 2, 1978 letter
from PGAE to the State of California Energy Resources Conservation and Develop-
ment Commissicn in response to questions posed at an Energy Commission hearing.
The Energy Commission requested that PGAE supply 1t with the criteria PGAE uses
to analyze wheeling requests. PGAE statad that if the request to wheel a
cogenerator surplus power fell within the requirements of the PG&E Stanislaus
Commitmencs or applicable Taw, then PGAE would wheel as a matter of course;
otherwise, PGAE would consider the request to whee! on a case-by-case basis
and enter into arms length negotiations. This letter goes on to outline the
criterfa which PG&E would use in considering roquests to wheel power. It is
interesting to note that, as explained by the Staff in “NRC Staff's Preliminary
Comments Concerning the PG&E Commitments”, submitted to the Board on February
23, 1979, that the PGSE Commitments exclude cogenerators from those entitled
to the benefits of the Commitments, and that the Commitments do not reguire PC3E
%o wheel from industrial cogenerators: The Staff the., 'fore wonders what PGAE
meant when it said that it would wheel from a cogenerator if the request fell
within the requirements of the PGAE Commitments, since apparently the PGAE
Commitments don't require PG3E to wheel from a cogenerator. 2Related to this very
issue fs Attachment 9 (PGSE Document No. IAM 10639702), which is a p ess release
by PG3E for the newspaper The Sacramento Bee. PG&E states in thi: press release
that it has offered to transmit Georgia Pacific Power for NCPA in .ccordance
with the PGIE Commitments, but (nat because Georyia Pacific was not a public

utility the Commitments aid not require PG3E to whee! power from Georgia Paci fic
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and therefcre PG3E had no ' igation under the Stanislaus Commitments to

wheel power from Georgia Pacific Company to NCPA. In essence PGAE is stating
that while it will wheel power from industrial cogenerators pursuant to the
Stanislaus Commitments, the Stanislaus Commitments don't in fact require

PGAE to wheel power from industrial cogenerators. Another document rela.ed

to this subjact of wheeling from industrial cogenerators is Attachment 10

(PGRE Document No. ZAM 1063773), a December 30, 1377 internal PGAE memo to

the file concerning a meeting between PGAE and the California Public Utility
Commission on the subject cf cogeneration. The document shows that the PUC
asked if PGAE would provide wheeling service to industrial cogengration
partners. PG3E's response was that it would wheel power for neighbering
entities under the PGaE-Stanislaus Commitments. As discussed immediately above,
and in the Staff's preliminary comments concerning th PGAE Commitments,

since those Commitments do not in fact require PGAZ to wheel from cogeneratefs,
PGAE essentially answered "no" to the PUC's question of whether PGAE would
wheel from industrial cogenerators.

Attachment 11 (PGAE Document No. Z2% 1064216) is a March 22, 1379 letter
from PGEE to the California Public Utility Commission 5ubmit:1ng 2 quarterly
status report on cogeneration projects. This document'is useful to the Staff
Tor the purpose of analyzing (1) the availability of power from cogeneration
projects in or near California, (2) the extent to which there may be competiticn
between or among PGAE and others for this type of power, and (3) the need ‘or
the PGSE Commitments to address PG3E's obligations to wheel from industrial

cogenerators,
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Attachment 12 (PGAE Document No. ZAM 1063265) is an April 3, 1879 internal
PG&E memo also relating to the amount ot cogeneration power that may be avail-
able.

Attachment 13 (PGA4E Document No. AXF 527698) is a November 19, 1371
fnternal PGAE memo conce» ‘ng che Dow Chemical Company and the possibility of
a "serious threat" that Dow might market some of i%s surplus power to NCPA
and others. Similarly, Attachment 14 (PGAE Document No. AXF 527588) which is
a January 10, 1872 internal PGAE memo, also mentions the possibility of a
"serious threat" that Dow will market its excess surplus to NCPA.

Attachment 15 (PGAE Document No. ZAL 1040586) is an agreement dated
October 26, 1376 between NCPA and Georgia Pacific Company which provides for
NCPA's purchase from Georgia Pacific Company of electric energy ganeratad at
Georgia Pacific's Fort Bragg plant which is surplus to the needs of Gecrgia
Pacific. Attachment 16 (PGAE Docume.'t No 7ZAL 1040589) is a Movember 1, 1975
Tetter agreement between NCPA and Geornia Pacific which amends the previously
mentioned agreement (Attachment 15) by providing that the agreer_nt between NCPA
and Georgia Pacific is expressly conditioned upon NCPA': ability %0 reach agreement
with PG&E for wheeling that Georgia Pacific energy to NCPA. These two documents

show that NCPA is indeed competing with PGAE fo. cogeneration and that NCPA's



«lle

ability to compete with PG3E and to obtain power from other soirces is de-
pendent upon PGAE's agreement or obligation to wheel that power to NCPA.

Once again, this relates directly to the PGEE Commitments because since they do
not require PGAE to wheel power frch industrial cogenerators, it is clear that
NCPA cannot buy power from a cogenerator unless PGAE will voluntarily agree to
wheel that power,

Attachments 17, 18 and 19 relate to the Shasta Dam Area Public Utility
District.

Attachment 17 (PGAE Document No. ZAM 1064743) is an invernal PGAZ memorandum
dated‘JuIy 27, 1965 which reports on the loss of customers to the Shasta Dam PUD
and the fact that PGAE's competitive pressure has caused Shasta PUD an increase
in its electric accounts receivable and a decrease in electric demand from the
PUD. The document states quite explicitly that Shasta Dam PUD's waiving of
certain charges for electrizity was a direst result of "increased competitive
pressure" that PGAE has been putting on them and talks about meeting a "dangerous
preceden:ﬁin order to avoid losing customers and the need on the part of PGAE
to step up its competitive effort, which it states it is doing. This dacument
(as well as several others that are related to it) requires analysis on the part
of the Staff as to whether it is evidence of healthy competition or rather unfair
methods cf competition or competitive pressure which is a part of the alleged
scheme to monopolize generation and/or transmission in PGAE's service area or
other relevant markets, Similarly, Attachment 18 (PGAE Document No. ZAM 1064735)
is a January 24, 1966 internal FGAE memo on the Shasta Dam area PUD, which once
again talks about PG3E's increased competitive pressure showing results of in-
creased expenses for Shasta Dam PUD and concludes that PGAE will "keep the

pressur?2 on", Attachment 13 (PGAE Document YNo. ZAM 106473€6) is a similar document
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which talks about the direct results of efforts by PGaE against Shasta Dam and
w" n be done with more tools and manpower.

Attachments 20, 21 and 22 relate to the subject of the development of
geothermal energy in Culifornia.

Attachment 20 (PG&E Document No. ZAM 1086346) is a Proposed Decision Sub-
mitted by Northern California Power Agency before the California PUC concerning
PGAE's application to construct and cperate a Geysers Power Plant Unit No. 11.
NCPA's proposed decision contains quotations from testimony given at the PUC
hearing by Mr. Elmer E. Hall, PGAE's Chief Siting Engineer. Mr. Hall's testimony
shows that it is PG3E's policy to not share transmission facilities or provide
transmission service for NCPA if NCPA arranges for the purchase of geothermal
steam in the Geysers area and plans to construct a geothermal generating plant.
Mre Hall tastified explicitly that PGS was not willing to enter into any reserve
or standby agreements with NCPA concerning NCPA's geothermal development and
that PGAE was cpposed to generation By NCPA in the area of the Geysers. T s
document coviously relates $o the allegation of PGAE's monopolization of generation
and in particular PGAE's monopolization of and control over geothermal development
in the CGeysers ares of California and PGAE's ability to deny access by others
to geothermal development and the geothermal resources in the Geysers area.

Attachment 21 (PG3E Document No. AXF 572358) is a Movember 29, 1373 internal
PGAE memo concerning a meeting with the City of Lodi and Lodi's desire to reopen
discussions with PG3E relating %o Lodi's and NCPA's independent cevelopment
of geothermal generation at the Geysers and the transmission of that power to
Lodi over PG8E's transmission lines. The document discusses Lodi's concern over
PGAE's exclusive rights to purchase steam supply in the Ceysers area. This
document has attached %o it another document (PGAE Mo. AXF 572353) which is a

54
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November 21, 1973 letter from the City of Lodi to PG&E which describes an
.engineer1ng study which was done for Lodi which demonstrates the feasibility
of Lodi and other NCPA cities of financing, building, and operating geothermal
power generating facility in the Seysers area. The letter goes on to explain
however, that ther: are two prima.y areas of difficulty in NCPA implementing
their plans for geothermal development, namely a scurce of steam and then the
tra-=mission of the power from the Geysers area to the NCPA members. These
documents relate to the allegations of PGAE's mo opolizaticn of geothermal
energy and the dependence of NCPA <. PGAE for NCPA's own attempts to develop
geothermal energy in California.

Along these same lines, Attachment 22 (PGRE Document No. AXE 846777) is
a December 1, 1975 letter from the California TegisTature to the Director of
the Department of Water Resources which describes the di fficulty of municipal
systems getting wheeling from the geysers area and urges the Cepartment of
Water Rescurces to develop geotherual energy and build its own transmission
lines in grder to take advantage of the potential of the Geysers area of
California. This document shows the potential for competition between DWR
and others for geothermal develop.ent and,as with Lodi and the other NCPA memgers
shows DWR's apparent dependence on PGAE for transmission of geothermal power
from the Geysers area to the DWR system.

Attactment 23 (PG&E Document No. ZAM 1062202) is a February 5, 1379 memo
which attaches the 1378 to 1998 electric load forecast of PGSE. This documen:
and others 1ike it are extremely useful for *he Staff's presentation of its
case in providing general background material and projections on the resources
and load of the area. In particular, documents such as this are important for
the Staff's analysis of PG3E's position in varicus relevant markets and the

extent to which PG3E has monopely power in those markets. More specifically
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on page 4 of this electric load forecast, there appears the statement by PGAE
that PGAE owns 76% of the electric generating capacity in the area. Obviously
this -,7e of information is important as far as calculating PFAE's market shares.
Attachment 24 (PGAE Document No. ZAL 1040345) a December 6, 1978 letter
from the Departmert of Water Resources California Water Commission to PGAE
president John F. Bonner discussing a California Water Commission workshcp to
assess coal as an erergy source for the California State Water Project to be
held on February 1, 1979. The letter invites PGAE's participation in the
workshop but points out that the workshop should not be used as a fur 7 ta
debate public vs, private power or the use of nuclear. The letter contains
handwritten notes, believed to be by Mr. Bonner, whici; state that while PGAE
should not debate public vs. private power or nuclzar vs. coal, PGAE could attack
state expenditures for studies and construction of state generating sources and
transmission lines which are over and above the facilities needed for pumping
power, [t therefore appears that it is PG3E's wish that OWR not enjage in elec-
tric energy transmission and gene~ation except for supplying its own pumping load.
Attachment 25 (PGAE Oocument No, AXF 685331) a December 1, 1970 internal
PGSE memo shows PGAE monitoring the possibility of DSR's studying the econemic
feasibility of constructing steam plant generation for its pumping load.
Atgachments 26 through 25 and 43 through 45 relate to the Pacific Northwest-
Southwest Intertie and surplus energy and capacity from the Northwest. Attachment
43 (PG3E Document No. ZAL 1072245) is an October 5, 1373 letter from Anaheim to
PGAE asking PGAE wnetter it would object to a medification of the 7 Party Agreement
to allow Anaheim to be a party to that agreement so that Anaheim would he able

to purchase surplus Northwest power to which Ananeim is entitled as a preference

58U Nt



-15-

customer, Attachment 44 (PGZE Oocument No. ZAL 1072246) dated October 12, 1973
is PGAE's reply to Anaheim's request. PGAE replied that it would not modify the
7 Party Agreement to allow the inclusion of Anaheim and stated quite explicitly
that it was PGAE's view that the 7 Farty Agreement was a necessary counterbalance
to the statutory preference rights of public systems. It thus appears that PG&E
is openiy taking the position that whatever surplus Northwest power is available
to California companies can be exluded from the public systems by agreement of

the Califcrnia and Northwest private companies.

Attachment 45 (PGA4E Document AXE 857271) is the California Company
Pacific Intertie Agreewent Coordination Committee Rulinc 'umber 40 with an
effective date of June 1, 1977. This document relates to the California
Company Pacific Intertie Agreement between Pacific Gas & Electric Comrany,
Southern Californ.a Edison Company and San Diego Gas & Electric Company dated
August 25, 1966,and is helpful for the Staff in understanding how the Pacific
[nter’ie agreement works in operation, how it is interpreted by the parties
and how in practice the California Companies share the intertie facilities
and share access to surplus northwest power.

Attachment 26 (PGAE Document Nc. AXE 846387) is an August 25, 1375 letter
from Anaheim to PGAE requesting the terms and conditions under which PGAZ
would agree to allow Anaheim to participate in available excess or surplus trans-
mission capacity in the AC intertie line in order tg obtain surplus power from
the Northwest. PGAE's response is Attachment 27 (PGAE Document No. AXE 346385)
a letter dated Octcber 1, 1375 in which PG&T .ates its position that capacity
in PGAE's transmission system will be made available first to other power usars
fn the PGAE service area before it is made available %o other entities gutside

the PGAE service area. This positira is also the basis for the provision in
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the PG3E Stanislaus Commitments which, in the transmission section, gives PG&E
the right of first purchase of all power generated in the aria by any entity
before PGSE would be obligated under the Commitments to wheel chat power outside
the area. The reasonableness of this position is being evaluated by the Staff.

Attachments 28 and 29 (PG&E Document Nos. ZAL 1045275 and 274 respectively)
are correspondence in 1375 between PGRE and Puget Sound Power & Light Company
concerning substantial quantities of surplus energy available from the Northwest
for exporting to California companies. The documents show that apparently this
substantial quantity of surplus energy was offered to PGAE before any cther
entity in California including sublic entities which may have prefersnce %o that
power , The extent to which this type of transaction is pursuant to the 7 Party
Agreement and/or inconsistent with the Nerthwest preference Taws is being studied
by the 3Staff.

Attachment 30 (PGAE Oocument No. ZAL 1040936) is a September 11, 1370 letter
frem an NCPA attorney to the Sacramento Municipal Utility District ("SMUD™).
This letter requests discussions with SMUD for cooperation between NCPA and SMUD
in joint participation in a second SMUD generating unit and suggests that such
cooperation is restricted by the PGRE-SMUD contract dated June 4, 1970. Attachment
31 (PGAE Document No. ZAL 1040924) is SMUD's reply dated September 14, 1970 which
admits that NCPA's participation in SMUD's second thermal plant would indeed be
precluded by the PGAE-SMUD contract. This letter goes on to expiain the reasons
for such a preclusicn. The type of reasoning offered in this letter is being evalu-
ated by the Staff,

Attachment 32 is a letter dated April 2, 1376 from PGAE to SMUD ‘PGAE Document
No. ZAM 073143). This document shows that SMUD requested certain transm.-..on
service to be made availatle %o 1%, PGAE's response, contained in this letier,

fs that the "companies” (the California Power Pool members) do not agree that SMUD
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is entitled to request such transmission service., The letter shows that a copy
of this reoly went to the "other poo! :companies". The extent to which this type
of response constitutes a concerted refusal to deal is beinc studied by the
Staff.

' One c¢f the issues in this proceeaing concerns competition between PG&E and
municipal systems for the franchise to serve at retail within the municipal
corporate limits. ODocuments in the possescion of Staff show numerous hard-fougi.
battles beti.ecen PGAE and varicus municipalities concerning the franchise to
serve in those municipalities. One such exa=-7e is the attempt by the City of
Berkeley to establish its own distribution system, Serkeley presently being served
by PG&E.

Attachment 33 (PG&E Document No. AXF 605124) consists of handwritten notes,
much of which is 117egible, which discusses a celebration over PGAE's successful
"knocking down repeated takeover efforts..."., The extent tu which PGAE has used
either its alleged moncpoly power and/or unfair m-thods of competition %o
success fully defeat attempts by municipalfties to establish their own distribution
systems, is presently being studied by the Staff.

Attachment 34 (PGAE Document No. ZAL 1040729) is a letter dated February 14,
1979 from Anaheim to Nevada Power Company, PG&E and Southern California E£dison
Company concerning Anaheim's attempted participation in the Allen Warner-Project,
a coal project located in Nevada. The decument shows Anaheim dependence upon
other systems 1including PGAE and Edison, for transmitting such power %o Anaheim
before Anaheim could participate in such a project. The letter simply demcnstrates
the difficulty a small system like Anaheim experience in attempting to carticipata in
projects. For example, Anaheim met with Nevada Power Company to discuss Anahgim's
participation in the project. Nevada Power Company indicated that PGAE and

Edison would be responsibie for responding to requests for particigation in the
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project by utilities locatea in tneir respective areas,but when Anaheim crntacted
Southern California Edison Company about Anaheim's participation in the project,
Southern California £dison Company told Anahefm that Nevada Power Company was
responsible for considering such requests. Also, PGSE told Anaheim that Edison
would be responsible for transmission facilities between the Allen-Warner Projnct
and Southern California. This "run-around" led Anaheim to write to all three
companies concerning its participation in the Allen Warner Project and request
that a procedure be estabiished for simply responding to Anaheim’'s request.
Attachment 35 (PG4E Document Ng. ZAM 1065101) is a draft with handwritten
corrections of a September 25, 1967 letter from PG&E to the California PUC
concerning the Westland's Water District. The document discusses the alternatives
avaflable to Westland, a preference agency which purchases from the Cent-2!
Valley Froject, for obtaining its electrical supply. The document states that
other than the method selected under an existing contract, the most probable
method for Westland's supply was for Westland to build its own transmission
system. Such a system as described here would have paralleled part of PGAE's
transmission system. The draft Tetter originally contained a statement that"...
the necessity of not having a competitive system made it necessary for P.G. and E.
to offer to distribute energy for Westland to the utltimate points of use."
The handwritten comments show the deletion of the words "necessity” and "necessary”
and a softening of the Tanguage so that PGAE's position is stated in terms of
“economic waste" rather than of the "necessity of not having a competitive system."
Attachment 36 (PGSE Cocument No. ZAM 10753C3) is an April 15, 1376 letter
from the State of California State Lands Commission to PGAE which expresses
concern over difficulty experienced by municipal systems in attempting to obtain
contracts for wneeling tower from existing and potential generating sources to

their own systems, and propcses to include a special provirien in leases for
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transmission lines crossing state owned waterways. The provision would have re-
Quired that whenever surplus capacity exists in such a transmission line crossing
the state land, the excess capacity must be made available if requested to
publicly owned distribution systems. Attachments 37 and /2 (PGAE Document llos.
ZAM 075474 and 496, respectively) are the replies of PGAE and Southern California
Edison Ccmpany te this proposal. PGAE's reply, Attachment 37, makes explicit
reference to the PGIE-Stanislaus Statement of Commitments and suggests that be-
cause of the Company's policy of providing transmission service pursuant to those
Commitments, it is not necessary for the state to include such a wheeling pro-
vision in its lease documents. The soundness of that position is being studied
by the Staff.

Attachment 39 (PG3E Document No. ZAM 1075413) is a recent electric resale
service contract between PGAE and the City of Palo Alto. This contract contains
the express provision that electric power and energy purchased by the City from
PGSE shall not Le sold, distributed or used by the city outside the corporate
Timits of the city except for service to the city's facilities or installations.
The reasonableness of that restriction is being considered by the Staff. The
contract also provides, interestingly, that it expressly dces not i- any way
prevent the City from seeking to obtain electric power and energy from sources
ather than PGAE and the Bureau of Reclamation. The necessity for the inclusion
of an express grant of authority to the city to obtain other sources of power
and energy is being considered by the Staff.

Attachments 40 and 41 (PG3E Document Nos. ZAT 1074473 and 470, respectively)
are correspondence between the City of Alameda and PGt concerning a disputed
portion of PGAE's electric service bill to the City. The correspondence shows
that PGA~ threatened to terminate service %o the City of Alameda. The Staff
has correspondence evidencing similar threats by PGAE %o discontinue service #a
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other cities and is evaluating the reasonablaness of such action by PGAE.

Earlier the Staff discussed Attachments 15 and 16, which showed NCPA's
attempt to contract with Georgia Pacific for the purchase of s'rolus energy frem
Georgia Pacific's Fort Bragg plant and the amendment to the executed contract
making the arrangement continacent upon NCPA's arrangement with PG&E for trans-
mission services, Attachment 42 (PG2E Document No. AXE 857286) is a May 17, 1977
letter from PGAE to Gecrgia Pacific Company discussing a possible long term agree-
ment between PGAE and Georgia Pa-ific for surplus from electric capacity and
energy from Georgia Pacific's For: Bragg plant. This document, in conjuncticn with
Attachments 15 and 16, raises the question of whether or not PGAE refused to
wheel power from Georgia Pacific to NCPA in part for the purpose of oLtaining
that power for itself. Admittedly, these three documents are not a complete record
of the apparent competiticn for the surplus enmergy and/or capacity from Georgia
Pacific's Fort Bragg plant. But these documents do demcnstrate the way in wnhich
the Staff is putting together the pieces of various transactions which form the
basis of the allegaticns that have been made in this case.

Attachments 43 through 45 were discussed supra at sp. 14-15,

Attachment 46 (PG3E Document No. ZAM 1062263) is a March 1, 1979 PGAE report
to the California PUC on the forecast of planned transmission facilities. Docu-
ments such as these are important to the Staff in analyzing the extent of PG3E's
control cver *ransmission and PGAE's plais to maintain and/or increase that control
over transmi sicn,

Attachn :nt 47 (PGAE Document No. ZAT 1070614) is a March 12, 1973 statement
of the Secrei.ry of the Interior before the Federal Power Commission concerning
the Pacific Intertie and the 7 Party Agreement. This document, as well as others
Tike it, provides the Staff with important background information on the develop-

ment and purpose of the intertie and the related contracts.
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Attachment 48 (PGA&E Document No. AXE 857102) is an August 26, 1977 letter
from PG4E to the City of Palo Alto which shows that both PG3E and Palo Alto
were competing for power from the same scurce and strongly suggests that
PG&E's control of transmission resulted in PGAE's ability to close the deal to
the exclusion of Palo Alto.

Attachment 49 (PGAE Document No. ZAT 1059138) is a PGAE report of a Healdsburg
City Counsel meeting which shows that Healdsburg believed that PGRE's fuel cost
adjustment to Healdsburg, which was 58% higher than what PG3E was charging PGAC's
non-resale customers, was overtly intended to force resale cities out of the
electrical business.

Finally, Attachment 50 (PGAE Document No. ZAT 1058246) shows the Healdsburg
City Manager to believe PGAE to be "a real monopoly in zction"!

Respectfully submitted,

. /
bt 4,4
&k R, Goldberg
Counsel for NRC Sta
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genjamin H. Vogler -
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this Sth day of July, 1579
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recsaral esizhlizrmarss
TR mmmmen e e S - v & - -y - -
v& POTer Teguiezerns for operaticn and
3 — - : - R
meintenance at a7 locaticn in Facifists

service a-e2

NN
Lo po
NN AN

) . - &~ 2o -
(L) C72 zower reguiresernis for iTajest
- —— - -
consSITaciicn TuTpcoses It any losstion

* in Pacifict!s sesize araa.,

de 3Zureau agwees shat belfore Teguesiing funds I.> power cen-
structicn purzeoses 10 serce 2 Surezu SCU8T QCniTRCT cusiimer snk
Bureau will give Picifis the CERCIANILY oI froviding itz regquired
faeilitiss to deliver powaer 40 the customer er accownt ¢l Dureau,

€, 3Surean agrees %o ziy Pacis

each xilowatihour delivered Ty Pacific

fe Sureau agrees to cperzie ary and all of iis pzover s-stam

- -
- -~ - - - 1 - - - - % s S IR
en 3 load and operzticnmal patters inciszsed her Pacilic qualilie
<
S

erly By sandatery waser relsases and FTOseCs pumping operalic

-
. -

Tacmnm mes omad T - -~ - Taad Nl dL™ 'S’ - b
s 295N Yol —— e %0 Faciil:2 Qloa7 Va8 Utal torer
eme Y 2l - T el r mmsem e S . 3 Lo 9 - . wn
ATac.ds.e Irom Sureguts pover SUEs =y = LL0WERiE & =ity nover
.Q.“ ~o '-‘- -,.. » - = - o' s
. p——— - . L vamumwe wmd - - - -d =
«al%0T @S A suetihsure = ’;3._-'5-_ proi = Sedsnt 8 et AR Lo foatiotel Tof
- w sty —- - - - —— > 3 —-
...c-- - St Y8 STAS_2ol &2 il S....e.‘_.' Cs BCoa =i eSS
= Ml ke d ast o . S S o™ P Y%
“WE . el Bolugeilal &TWT3ge I The Ry ANSTN20E e
— nd LN PR Bt dehahet Tea L T s . -, . T
“Sevd &- A Sterccnnecticn poinss S=Rg 8 momta ol 30 dars it
- r /
oL LRI
3 L
o A
-
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- 2 - & S e -
te the ‘::.’.*rat..:: firnished by the Zursau to the Iztegrated syziems
-

-~ e -
— \na b A S

— L T N - s
4de The o of the dally ammounced kilcewatisows at &l
] . -~ R - - AR Tas -
mtsrccmec:-x... points during a zorth of 30 doys mullizlisd br a
& b | % o, - - ~ - - -
factor for losses will te the esnergy Jurnished &8 generzilion oF La3

Buwreau %o the i:.:aé. aved Jystens

Jo The sum of the 3C-minute marZi=unm demand Elcwatts dwszg
a scnth of 30 days of all individual Zwrean custozmers and preiect

T - - -~ o - has ey -
l*-.ds ingludinz customers and locacs served -:'-:: e-t..:r Sweauts or
o ilale

-~

Pacificts systex mulsiplied By 3 :‘.;'re:':'.:;' Zactor (whdch fas

include adjustzent to Elcwatts at wnily power i‘a-..a. 572 lecses)
will be the ilcmasts at gersraticn at unisy power factor scoplied

$0 the Sureaut's system during the =cnth fron the integraied systea,

ke The sum cf ths dlewatiacurs delivered durirg a 30-day
morth by eitiaer Pacific or Bureau to all ingividual leazs cr
custezors of the Buveau multizlied by & factor for lesscs will be
the exeryy furnished Zrcm the integrased syste= during the zomth

to Su:eaw.. srsten

1. Pavifie .il) pay %o Buceau at the 2271 »zte schsdulse
for the kilowais &ud kilcwatihours rexainize after suttrieting
the poar supplied per =onth to Surssu systez (itexs § ani k)
frea the announced sover surnlisd fhe imaprated systen v tas
B\x‘eau (:. exs R and i), The billing demand will te the ilcwais
ef itez h minuS the Klcwatts cf itex J, and the energ will Ge
the enerzy of item i =nus the energy of ilex= k.

— o

Be Pacilic %o have the ight to detarmizs 4he actual
quartitiss cf anncunced poves (Iftezs 3 and 1) 40 Te delivered isnto
the inmtegrated systens éfna day and $0 place &y rezaining owes
in reservoi> storige, ino (.oCer to =eet load palterns and operating

secuirerments of the integrated si3ten,

4L 028
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Raydurn Niute

%9: Hansratle PI1ll
Shairran

saveen

House Cizmittee cn Cocerncent Cperaticas

FRCM: Cse=1%%ee Staff

ATTACHMENT 2

Laff Vemsvgniu=s (Jamuary 27, 1737) eairg Fregozed
aat 8€32 Relatisc 32 Pesifis Ozt flectricel Intersise
RACESESVY
When Congress in 1684 asprepriated 352,203,058 <o
initiste congiruciica of the exira-hizn.veltage (TIV) eleesrizal
f3¢iliting %o iatercennect Lte¢ pouer gyfiex

transeiseicn lince end

of the Bsnneville Pcuer

sMaiadate

the Senste and Neuse Apnrepriazisns Coomittee ¢

tracts mould be caie publi

"not less than (2 daysz hefcre

1226, p. 27, and 4. Zeps

Intericr Desarizent durisg ihe jacs

17%. ».

c

Se Srongoitlies

eonilractss to ertatlizh the Iatersie, uad

trangmitted to the Jingrety,

gittes

to date.

On Sezte=ter 1k,

Cengress 7 of the =ajsr
ey would S¢ igrel fts
transaitted to Caigrere 3
vould net ¥ iened W;mil
teczicn ot leazt hiree ve

1
u
/

veare %

82, %eth in

403 a0l the Picifls

Rave alresdy Seen 2ig%s.. e Ceme
S3IT dcer not Rave capiler of all he esmtinele negstiated
1L, the Departzoms trsamrsmitted s
Frepssut emntrasts, and indisatel ihat
r £3 4y, I sid-Ssirter, ihe Cesarise.s
:daiticral ecntrasiy, g2ating that ey
after he S0h Consreer Rag Yeen in
o sngte 10 g3atracte, vhick have st

L R
L T
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The censzirust

wvert-Peacific Scuthzaett

- e e —— - -

«2-

fon ard

sceretion ¢f tlie Pacific lMorthe.

Intersiie haz deen a rsatter of ccncern

to your Corzittec {or =aay yesrs. You vill recall that ia 19

you requestel the Inter

of & projosed coniract

ier Desertzent (3) t2 derfer the 1ignirg

fer za

le of Pacific Northwest pever L0

Pacific Cas ani Tleciric Jcepany and ite transmission to Celifornias

on 230 kv lines and () to siudy the possid

ity of eengtructiing

larger cazasity exirs-high.velisge liner o {nterconnect the
r - -

Pacific lorehwest avd

e Pac

{24c Scuthwest, Thore 2t iles,

vhich the Cocmittec Staff follcied in detail, evantually result.

ed in *he drepsrals for She extra.high.veltage Iatertle trane-

alzzion lices which the Congress spproved ia 1G85, At that

tizne, ycu alzo reguested ik

‘n2

Tederal Tower Commigzien %o ex.

amine and report %3 the Cirmittee concerning the Intertie Troject.

1Me TPC har furaished %o

ehis

virw

Cormiltiee 2 interis repori: coti-

cerning the Istertie, dated April 19635 and August 1968,

The Intericr Desartasnt tranzmitied the adbove mentisned

10 wris> csntrasit to ¢

he Con

planatica of their fccpe and

exzecedingly cemplex, containi

Srece vithout any analytis cr ex-
effect. Theee 10 costrecte are

r3 over sCQ prges of highly techaical

proviziens. Tiere contrasis, alenp wilh tany otiere, will sravide

for ke largces else

ical i=n

te.connecticn atiex=pted up %2 now in

this country. They will Rave lonz-ranze ard significant effecssz

on the velfere ¢f cur ¢

of et least LD years,

eunty

. 93t of the contracts cover pericise

Secaute the ecntracts were not sctomzanied Sy any snalysi:

or explaratisn, end Secaute they vere cut~itted thorsly Sefare X

adjournzent of Canmcress, the Cozmittee Sta’ff wvas unadle %o ravise

Ne Cermittee cn clpguite anelylir of the conmtristy and tNed

-

effect cn the Covermzent, 'he regica ard the czasusers, in tize

f3r the Carzitsoe to esariics or aet 2a the=. icwever, the
s .
Oel..f."l TPeIamIAnYy ema=minalisn (ndicsied he lizesidezd thav

(““'

e,
GiilA e

by b
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the centracte =2y ¢ontain 2ignificant deflialessler, end 2
nucher of thase deficlentier vere degerited in 2he Staff's
Prelicivary Mezsresius o you dited Novesser 3, 1338,

In viev therecf, you vrate %o the fesratary of the
Intericr on Vovester 3, Sransmitling & cepy of “he Ceamitice
Starf's Prelicinery Me=crandus, and you recuztted: (a) %hat

the signing of th esasricts “Ge deferred urmtil at least Feb-

Tuary 1, i?‘ﬁ?, €5 enadl: the nov 90th Congrete %o organish and
permit itz Coxmittees %0 =ake & neaningful exazimaticn ef, and
exprese their views cn, those csntracts”; and (%) that the
Isterior Decartizent provide to thne Congress “ar promsaly as lezsible,
& comprehentive rus=ary and dotailed explanatica ef e engincering

and eccne=ic features of the conirecsis ard their effecs on the
Federal Covern=snt ardi existing and patential yrefaresmss cus.
tecers”

Moreover, gince the tuo FPC imteris roparts 4id nss
diszeuss the detalils of the prozosged contrasts or the effces of
the contracts ¢n the Covernrent asd its preference custosers,
you requested the FFC, on lovesier 30, 1538, %2 exanine tNe cane
tracls end edvize the Ciz=itice af %o the Ciozission's views
thereen, The Chalrman of the T7C reslied +has every effers
vould e sade %o supply the ci-ront: regquested Ssfore Felruary
1, 1957,

By carly Jasuary 1357, yeu tccems s:incerned over the
Interior Serz*sent't deley in furaishirs she smalysis wnich
you had requasied, Moresver, ihe FTT t4Afl Nad indicaced that
in the etsence of suzn ¥Iig the Qermizsicon would have gress
difflicwlty in adivizing yeu on iae eantraets. ascordingly, veu
directed the Jimmittes Staff %3 exnedite 1% siuilies of the sene
tracts and to confer af necerrary with varic.s sarciec and ztherse
congerned with ihe ¢2ntractii. Two mr=kpre of tne Commissen Shar?

travelled 5 Califurnia and comforved with if =iy TeTCm3 o

i fYegaen
-~
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poesidle during the weer of Jirmary S.1% concerninz varisus
s2pect? of the centraste.

On Jaturday, January 21, She Cozzittee S:aff received
copies of tvo letters sent %o you oy the Iaterisr Desarsmant
dated Jenuary 30, Cae lettor tranmszitieod a zemsrendus of 23

amt

pages entitled: “Suszaries of Comtracte 14.08.2C0.23437 .

295TA - JLITA - 204638 . 31%LA", Is esience, that se=srardus
consisty of the following:
(a) & 2-7ace general stazersnt comcerning
the "eajor effscts on the Feieral Covers=ent ard
i%: preference custssers of the egrecszerss ar ize
Plemented by these sonsracss”;
() 7-page rus=aries of comtraets 2OLEA and
1871; amd

- -~

(e) 2 =+f2ge sutoaries of each of econtrasts 23573,
31ITA, 28524, 312%A, and alio the Califsrata Camganies’
centracts with 2070 and the S

a%e of Califoreia.

The Departzent'r letter of Jamuary Iu, 1307, sfater that She Duresu

of Reclasaticn "iz presaring an adis icmal, core detailed esoncmis
analysis of" Ceatrast 255%A (Sureau-Foiz, Sale, Interzhange en
Transmlseicn comtrace),

The Departuent's secornd latter of vanuary 22, 1037,
transeditted 2 2.72ze tiate~nt oz RSerning the 2onneville Pover
Saler and Tieharze esmtracts uish FOLS, with summarier (5 jace:
ard 3 pager reepeciivaly) of caeh, plus a ene ?o5e tumary of
the cozranier’ agreemcnt L3 lease Malin substation ard a lettes
freo the Istericr Sesarizent $3 tRe Jultice Desarsmest sx=liimis

ihe ressons Jor the latter agrscTent.

The Interior Copartraat's leotters of vanusry 20, 1#57

of Nove=Sar
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Perelit of the "cor
pared ky The Sarezy
794 requessed, thal
pared outlining tEe

date.

™= CWTRALL £°

the Sagiy of L2

e

e detailed crememic analyfis

el Peclansticn, orf
this Iazeris S%all

statue of &

2 e

vitheut the
231l teirng pre-

£ TPC wltich

Vezsrandus has been gre-

an® s msEm sace | e

- -

Berentially, the numercus

fallowing:

(2) The cenzirustien.

extra-higi-valiaze facilitles

£C%s 3udies %0

sntracts provide fov i

. : -- . -l
electsic eneryy Setweon the Paeilic licrifvesi ong

the Focifle Scuthuess, s well ag ih

charzge of such gowry end erergy; end

(s)

fale < ex.

me revisien, and the extensica until the

year 22295, =f the 1951 rales and tramazigricn agres-

conty tetveen ihe 2ureau of Reelr=aticn and ke Fegiflic

Caz end Zleetric Cimpany, uhich deal with

Cenerated

an? 2cld to municiyalitiez, 33w

the 2cuer

By the Sentrsl Valley foodect of Califernia

octher jpreferensy euilzzarsy.

The 1951 czntrase

1572. The prepeses

eamtrast Seturean the Sureau .=

(14.08-200.20524) ce=bines the 1991 Cal

tracts inte czne cantract. Al the fame time |

Lo new Berefity and chlipaticar relalis

(2) it codifies sc=e

to creratinn ood

{8) it esatirues emisiing charzes and
terzice and Tir line lotoee; and {e) it
vizionme Lo ihas year I52%.

e 3vd 7

"

- come
LA 282 444
ar -
.« sae 3

'L

erament agfencies and

AnInILeioNn Cin.

contrasis relatisg

. “has - -
imitasiens en, and

T L 4
sugLomers Al fervis
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The efficient utilization of t-e Intertie lisnes and
the fale ard trangsiszion of elestrical power ard eneryy sver
euch lines invelve integreticn with the pewer fystes of the
Pacific Gar and Elestric Cessany. However, it would have Seen
perfectly fcazible %o provide for the comzsrugtion, ereration
ard uge of the Paciflc Horthwess.fazifis Scuthwest =NV trans.
eigeiea lizesz, 2nd the rale and intarchange of pover tetueen
the tvo regions, withusts makins the exceried and leng.tern re-

AITIcTE 2t an

L

oeval of tie PCES.2ureau of Teclimatien 13951
integral jart of the Intertie czmtract zackace. There iz no
doubt that varicus Meszers uho agreed %o the revized Iatertie
proporale in July 1348 did nct fatems that She srevosale es-
bodied & freeze on all thzze srovizicns eof “he 1951 zales ard
transaissica consrsess -2t eXTresly susersesed or =ads in.
applicable bacauze of the Intertie arr nge=ent, Theose !Mambters
exgected that sany of the 1351 Frevisicas which places canmtro.
verziel resiricticme on the Bureau an: OV preference custzmers
would teccze the sudiect of vigsreus mageotiation on the jart of

the Purcau. Irdeed, the Assiszans Secretary of the Iaterise, in

1966, hed tiis %o iy etous zodifizaticm of the genmeral gpropsrals
thezselves:
"At the tice the ;rzocrals wvere srezenteld %o

Conzress i. var reccgnizzd that ihe regstiaticne

. :
Reverts \. . it 3§ -~ ‘- .. 4
reriieaety, 1% 12 2pparcnt that tha ~ATerier Teparizent
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cany agrecse of the Istertie arrassecents and the Contral Valley
Pover contracts vith variou? interestel parties, On the Dasiz

cf tL:H exasiration and discuseicne, ard lacking tha Dull emalyci

snd cccmente you had asked the Insericr Departzant and FT7T %0 u32ly
%o you, the Cozsmittes STaff hie st found 2y gignillcant deficiancier

in any of the srnirsets, excaot “he I weade NS contrests invelvirg

the Central Valley Mrojcss systesm, i.2., the afcrecenticned cone
trasts 20L3X (Suvs, Interciacge asd Tremsajesion); Csatraes 122747

— v —

(Cattemesad Subziasion); and Saatrael 29593 (Sound !suntain S.

station). The deficiensies cof thesc centracts are diszcusgsed “Selcw,

.

7 - g
2 =t e

The Cemeitice S2afT recea=ends that the csatracss, other
than thore relating to ite Central Valley Prejest tystes, shonld &
presgtly clearsd fur gignature in order %0 exredite zshieving tus
substantial civantaser huch will result frea the comstructicn,
cparation and uie of the Pacific Uarenirest.Pazific Southwets Inter.
tie trangeireien fasilitics.

Hewever, the Commitice S3aff belicves %has the abcve.
centioned 3ureau-iCLT contrasts directly affeztisz wha Ce:
Valley Project ceontain fizsillzans deficienziesr waieh =ar
gideruiicn By the Jromitice, anl tRLS mO tubgesatial ipfuse t3
the pudlic interass will res fron deferring Ne sigaing of there
PCLE.Bureau of Teoclamation cantracis umtil the Cormittee hasr 1ctesd

en fuch deficiencies, while Lo ciMer corirsets ars 1cned.

pv ~'pco~‘ -~ -—. - - .
1e~1es Az S vmtes s s asimn e

e T wad

The falleuing nars of this

anteriz SMaff Memarardiam eute
* o - :
ilrae varisus ieficiersine wiieh, on She digif of ~ur goudy 1o Zace,
o SR o e S—
Say Yo grerent in ihe PO S.Zurscy Sariraetz, licreover, thme fags hat
the Cormitios har nct yet reseives tNe dosailod e23nemic enilyTee
.mr'a Frrp L
F d H
bi\ Uﬂi 11 ¢4 T
&~
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which you reguested {ree the
for further careful stuly ef
Yalley Troject.
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tnteriar Departzent, or the eorment s

Cle

oo met st

P T
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_ae o Bad As

4 A. Llask of zegure

i saurss 2f emerew meeded %5 “3in.

Lafn C7P srefl

eamzge curesmere l1rad 21 0

fres 1078 Lhee

One of the prineis

spproved ine Interile prozos

"

4 projest depeniat.e esacisty,
srd guprsrt from tae hank ac
C/P preference cugtaere, af
) op %o 85 mv srior to Jamuar
] ar high ez 109 =", (Azenz
Coepanice Tatertie rropreal

ensitlied "Repert %2 tle ASEC
{ of the United Stater Feccrme
; ehip of THV Tleetrie Iatart!
Preific Southwest™).

That preopszal cont

-

® . .
10 CLTTY Out iRt pre

propoced TOLS-Turesy eznt
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] ficient azmount %o cuppars the prefcorerce

sl eonciierasizas on waich Cangress
2l in 1504 wag that the increased

ST ispart: of poeer ard eneriy,
, would ser=it the lead of

ter Asril 1, 1971, %o "o increaged
y 1, 1075 amd thereafter saintained
=enss of July 15, 1384 t3 Calilcrale
«e tee zage 39 of the Cemmitice Prins
sarigticne Siamitsce of the Cangress
edinz A Plan of Csastrustisn and Oumer.
¢r Setveen tie Pacif’  Merthucss and

e=slated that the uresu would impers

ani aocsunty ia euf.

ustemer load at 1030 =,

and thus effzet B orcecield 4o2line of Liae OVP (a=sndzble 2apseitly

ing fre= incressed praizet pumping demand anticipaited in e,

ixtiele 19(1) ea pages

raz: provides that the Sovera=ant will
erey’ frem fe Lerthwers Ia gtated
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veekly, fram April 1, 1903 tareugn wune %3, 19783

31, 1970, end 40O =W friz Jaauary 1, 1971 through

Pecester 21, 1971 (fira capacity and aszesiated

-y

\
"~

enersy as fpacified inm Tadle Six e sage 2
3. 400 ow of fi.= cazeeity (ard asscciated
energy up Lo TSSO wuh zer we), Segirning January 1,

1972 and thersalter.

As of £ todey, hewever, tie Bureau Nag no cleer assurancs
ot‘ receiving fuca cesacity ard energy as required %y Arsicl 3852).

The Suresu cf Seslamatica hee eorally advized the Com=itter 3
that the apparens - ze iz in the ener~y aggecil sed wisth the
Nerthuwers czsacity uhich the 2urcau telleves it c2n obtain (i.e.,
the Rilswats Ssure to s2ck uwm the 270 %o 00 mw of "rira” eapseity
required by the ceatreat),

7% sheuld e noted that under the lsrthuest farienal Freferenns

ket of Augsss 31, 1966 (P, L. £3.5%2; 73 Stat. 7¢s enly

peaing cepazity”, "surpluc energy” snd “sravisicnrl energy” =ay

Be cxpsrted fres the Federal Nyirg-electiriz slante o0 the Veorthwost.
Thue, the “Iirs" eazscity and energy Tejuired utnler lne gentract
cust come froa a nr: Thdersl feures. The Cosmittee Stafl har nst
Deea infirmed a3 %o wherc the 3urceu would get fuzh cagasity, Ul
has Been iafcrecd tiat 2zareville Tower Administration asd he
Pureau had inmitially eonte=plated getting tNe required ener(y frez
Privieh Columbis Hysro % Pover fullerity Esvever, the 3oreay

esde no ccatrasis with IT Hydso desauge the oIt of 3T HyEro
energy wvag telicved exeessive, and har wvairved (L8 sprertinity L3

centract fsr anv fhave of Simgliian

shrare "fiem Zazacisy and enersy” By Tz Zeesmd interim Tegath
Of 83 PP faneass VM), OV . 35 a3 Mimve %he Tolliswing it
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e pouer that the Zifesd of Aeziccatiza "uild Lranacit over
1 & b4 . 1
{27 ghare cf the Intertie lines:
reernlue eneryy
Surplur Sagacity

Pogeib, v mew Camsdizn gower or echer
Kimde hat Toy SeccEe availe2ie

Purchase of emcheng® cnerzy teing returned
: to %A, Thiz, houaver, ig mIre exyInIlve
uage of thiz power will te

than desired. O 34
benied wiih PO,
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Tn any event, at this size, the required k20 exw of "Il

gapacity” and agsacisted enerzy are nct assured, Wisthzut ruch

P

sgrurance the preferesmce cusiizers cannzs be certain that their

: losds ean be suppsried teyend 1080 up %o 1850 mw,

Fres .

p
| Purther=sre, the Zuraau vill net cbtain the f:ll fizsesial

i sdvantegss exyectied friz ile sark azzsunta for cagazity ard energy.
3% 4g guestismstle whather $5L° wouli credlt the C/? cagesity

account withsut sgrurance ef the esscciated energy o Taeck 39

the camacity. Mareover, the contrect has Yeon drafted %0 provide

cupacity sersurt credits of caly 223 =w tegirning I Jusy 1%7% and

i L3O ew Pegiraing in 1371, whareas she csopanies’ pregosal:s guknisted
Lo Corsrecs ia 17A% nad comtemalated cagacity eredits of €3 ww as

reon se the Intertic war cerpleted (exzectiad in 1063},
In view of thete deliciencies, T ir 2
geetica 19(4) of the comtrast if gualified by 2 foothete cn Fage
3. ag follews:
wnne dates and amci.aty rpecilied on thir 2age
are tentativ. only, ard will Ue clamges it &:pro-
priate %o comply itk the terss of the Sureau'?
contracte feor purshate of lershwess pover and wWith
the retice reguire=~ats =i FQLD faor area plaining

purposes”.
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3. The coriract viptunllr seakib

aff 3dfiticnil sy imig thg CVP syrten

Section (7) of Article 12(a), e 2. 17, Luth:r::;: the
Federsl Governzant to *cbetitute "Mershwest Cump Enerzy”, or

Nerthwess surplus c:e';; excceding the a=sunts fpecified in
?

Article 19(d), = f-7 :imergy uh.ch weuld have deoen generated
frea any of the Central Va.ley Project plantz. However, 22,
(7) eentadng tvo ;nncctx:grtl: rigid restrictions,

. Fires, It edir the reguirer s that sush substitutlicen
ean te eade only with the ecnrent of FILE.

Secend, it lizits the GCovernzent to substiituting ealy

pover fros the Xarthvess

It {2 unreagcnable to prevent ihe Covern

into the CV? aces ereryy freo= 1av ciher

energy vhleh weuld te generated frox tlie

etitution sheuld not te con2istioned uwpon

the Coe=zpany. 1f e Ciegany fears hat

cnerey vaull ugret the Company‘'s sysitea Sgeraticng, tham ihe oon.

pralues & subslantial i2terfarence or upzet ¢f the Cavpany':s
gyzten operatisnr, and (b) 2% forih smeciric eriteria far da.
Steraining vhather the charazzeriztice of the russztituie enerzy

would de inccopatible with tle Cizpaay't systea cperasisns., 2us
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the contrast sheald nst vees ia the Cozpeny an unlimised dis.
eretisn to refuse Lo per=it the Covernzent 0 cake fuch fude
etisutien.

The Cover==ant cighs e adle %0 fUllill power reguire-
eesse im a tizs of peser shortage, or o provide adiiticnal pouer
to preferssse custssare frim Project plants, by being 2ble %o
audgtitute Nerthue . power, or other power, ia lleu ¢f power frex
e Project placte.

In shers, there {2 no geand reagen fer givizg the Cempany
an usqualified vess ~cwer vhich cight Be ufed to srevent the Covern.
ecnt from THAgs new pover inteo the OV arem Lo mret 3eeds of

Sovernzent agencies 3nd prefeorence cusicoere threugh ke COVT.
POLE pover fytie=,

It {zx :c‘.cv:'r‘..".;' Lhat thire i 20 provigica in the

eesiract liniiinz 4ta Ceesany ot to the scurces fram uhich it

uil] obtain prwer o ke uses gresified i
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This restriciion vpen {aperiatieon of additiznal governs

cert power frustrates the Iafic csacept of eshieving interesn.

nection ef he 3¥mnevrille, OVF, Colarads, end cther Federal

electric tyste=s. Moreover, L. Raz iNe effect o7
ke preferenszc custorers Jor the noxt L0 years 9 3 saxismuam

of 1090 =w of Taderal sovwer an3 rraclides thea {ram peoling

vith the C? ¢

u
-

e= [3r any JTMeTLlile LRey =iy later develsy
to meet their ragilly groing cliesirie leade.

The Cemnany’e pouer L3 velo any slan By tre Sureau to
eake sush subsiitetisn ¢oulld Vemtew efresially ditxdvartarecus
tee, (2) ¢ Artiele 19, on pase I, v

fett M3y l=port Nortiuett Camacity

& orale oF ule in
A o ramgt .- - e --
h Vise® eTe3 wnler LNAI €ANLrast caly Vo uting the transmicrisa
1 'S -
sef 23pability aveliliSle 19 the Covern=ont pussusss s She v
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Trensaiesisn Cintrace (lh-»z-.-c-:7;7A}. “A1Y ceans that ibe
Covernmzens, f2r Lo Jesrs, cguld se denied ke riCR% te Sring
in Northwest eneriyy ecither cn cther lines far yse er zale;
€F, even vith the tranzs-is icn lizs cagatilisty aves: le ¢35
*he Governzent yaz r that By Tranzziszzien c;n::ac:, 23r the

purpere ef Tubstituting rush enetoy for profecs slans enerz

{reeizg the latser for availlabiliiy sa FTelerence

certocersy.
rurthcrccro, the limitatisme “hiek Lhe
Ciher Federsl Power (2 inesa.

plecer on ihe impertaticn ¢f

-

2irtent with tNe coTpanies’ preresais of ey 2%, 1584 ang
July 1%, 1956 ga wnsen the coTpanier agreed sna- the banmk

sTTTunle wvewld e expanded o receive rat saly Nerthvest

. Daoh 248 wi.manan .
B8t 2lro “sthes CATRCILY surzhazed 57

CaPATIty amd enersye,

the 2uresy ... and ethar energy avzy

Wiich (g delivered 35 FO4Z and g *Na POLT syetem

Ltee prins, fupa, p, 43),

Uelting tas furtdes

iZpartasica ef Fedoral Fower dosse met

Jile wity that prepezal.

C. The 2etar=ingsian il Frscians s378"2ile Samgsiens
fhould nes v 1o, S02 %0 Tedesat s STeslaneni.
fourses,
fources

Article 11 of the cons- $% deserites ks Fracedory fas

‘ - P Crmnai . *
rcdelcra.ni:; Fraject Depemsanl, AR Prragra.. .

Article 12(%), en pages

the seslicds and eri:

s
eria fer detorm:ins

Caracity wvi1y

te Tevievad ip the fusture ent tRat ia TUCh reviav
Cangileratize vill sa €:ven %o varigu- Sleconsse =Allding Tuse
of Federal hy:r:-c;c::::c fSurces othas han” ire Redrseeleogtris
Pover rlanss Ny or hereslter fonstructed &2 Part of sne =
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In view cf the fazt

- . - - R
yeare, L 3=i,}?.35¢414 pat Ye hurdered uith the restrictive

Y imde .- . - ‘.
‘Peleral Bydre \eetric” limitatica. There =ay be ia the nex

wviich czuld beccce iategreted vith the COUP eyrtes.

3 Sea =

P. The cestracs vould freese *he CVP sviten fir %20

lenz a seriod, Tt nol

Lo crieel the s:istrast unen mot mere then L vears’
&

advance wwisten astise

The cort gignificans Jeature of the FOIZ.3ureau contract

for 2ale, iatershargs ard transmizricon of electric =araelity an”

11 run for %0 years ard csntaing numersus

-

enersy 42 kel L v
Righly certriztive pravizicns. Scme of these are discusted in

de

-

tkhiz Pusorendis, iai'- hote preventing ihe iporiiticn of
distional Federal zower, regtriciing the vheelinrg areca, stifling

cereratisn O 1e22l acenzicy, enstling the Company teo refuie newv
custcerrs ov iacreazed proloct

in pigild earegeries taxing virtuvally no ccgnizance of all poriidle

A

future terknalegizal sdvarses 1a cenargtion or tranagsiscsisn, cr
future fntegratien of stiher facilitier. It siacer a flat ceiliczg
on he adility of preferense ¢uritcery 19 eStain

oeet their loal grewth. te rigidities ef he es2niract are ec-
pharized b7 she fact that there 222 arrarently only three iretasces
in vhich the Surcau can srotgct itielfl amainst & refusal Yy the

Cozpany Lo rake any chanje ia the light of sew coniitions for “eshe

raolegical sivaness, awely:
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(a) Articl
Party %9 eangrl tN: “atragt upia b yespe’ givanes

nstice i they §
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(%) Article Ll(e) on ;ase T2 authorize

-

eitrer party %9 ter—inate the cs

.

race upen 4

years! advancze netine L they fatll %o agree on arny

increase in custicer lzad levels; end

st

(e) I the Surcau and the Cempany sre unasl

£ rater and charge? vhen

-
o
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to agree an

they ere revicwed ia April 1971 and every 4 years

.

thereafter, Article 232 ca page 653 aut!
gatter L0 be rubmitted %o tie Telsral Power Come
cgitgion for firal decitien.
But thate are not ita caly isportant featurer of ha
eaatract which =3y varranl re-extaination in the light cf future
conditicns dwrirg the UC rears which lic ale

fn the rigid o213 e this ca=trast (g unjustifiable and cay te
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faesnsletent vitk tae (imppegsissy) Lajersesads
fnE that LR Soues gusitubly ta gssfavygney

>l

Scbparsgraph (2) 3¢ Artisle 14(a), on p. 21, poo
that after “oril 1, 1071, the l2sd level "zuy gradually in

sach year e2incident wizh Cusiszer load grewth . . . up %2

feasze

985,000 v prise €3 Jan. 1, 137%, and 1,090,052 i in 1530 and

each yesr therealtier”. Thiz provisisa ls iagsensistent wit

th

.-.

———

it .

Conpressisaal understan. ng reacnid in 1586 wnen the Jacillic

Intertie proge vag azpreved bty Qinzress, in at least twd resjecs:

ety

.o

(a) The Acenczene 22 Joly 1%, 13

s
-
.
v

s

"

Cozpraies’ propesal {

w

stated that the custszer l2ads "after ;ipril 1, 197, s2ay de

inercased up 3 G35 megavatis pricr 3 Januvary 1, 1379, 2=

thereafter zajntsines 28 high as 1,030 segavatss.”

E2ans that the level 20 G35 =v s2uld ve reacned as €irly as

-

April 1, 1571, and, furshersare, that the level af 050 v

23ld te reeched as 2rly s vansury L, 1979 (moc flive Jears laser

the Callilaraia

?. &3 of Crmmitiee print cited absve)

s PQ&L--;

18 1620 a8 stated in suzparasraza (3) of Article 15{a) o2 ne

eantract). ¢ csatract, In effest, wiuld delay she custs

abllity to 25%iin FTelarsl FoeT 13 Ioet thelr 1224 growth S

& period of {ive jyears.

(d) ™e eontrac: provisi

%, b7 restricting the eou

.-ae

1sad level 3 & figurs Sazed za tee 1232 grawed =f a fixed rusder

of cusicmers ({.e., penerelly, ta:22 was “ere gustismers in

ESARS RIS e prodeat PTaer evailabic L2 ;rofersnce ¢23is3ers

will b2 eszeazially a Fising curce urtd

Such @8 curve vaz n3: the s

“?. 3% regLlrizves oa %*a2 zomtrar
- z -0 N i %5
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custeaers’ 1sald leved wsuld rise teyend the present Jerencdatle
Cagacity o¢ 874,000 s 29 233,020 hw in 1671 and wauld further
insrease iz 1975 %9 12%0 == (at lesst 1030 o with diversity).
These capacities wauld be izm=adiztely svalliadle, as a straigst
step-up of availatle depandable copacisy fro= the previzus lsvel,
Suel inerease vzuld de 3a%7%n 20 & chast as a series of steps and
level lires (which e2uld de called the "level lins depenmdatle
cspecity”™). Hence, thare would de & sudstantial perisd of tize

vien the curve of the 2axizuis sizultanssus dezand 27 the 1355

Pr ference custizers will e Delsrs the livel line Jizendadle sazacity.

e

By law, all the Zirz pzuer Zetwesn the t2p of thet saxisus risule
tanedus demand curve and the S2ttrz 2f the level line dapesiasie
capacity zhaild e avsilable, e% lc2st 27 2 withdrzvasle sasis, Tor
use by Gavarszest 23 3€ies and preference custizers ahcad of en
asn-preference cusismers. The only Sasis for vitidraving sush
Pover fre= such a sreferred cusiismer would Se the need s meat he
122d of a preferenze customer naving & esntracst allscatisn 22
fira poser at a tire when the =axiz. s simultanesus desaad 22 all
Custizers riscs %2 or above the level 32 ihe Project's availatle
dependadle capacity.

Althzigh the Block 2 22uer Sotueen the t2p of ke zaxisus
sizultaresys Jezand curve 32 zref¢rence fL3lszers and the 22t:s ¢
the level lire derendadle coracity =3y Se aveilable +3F Mmiy &

relativaly short ;erizd (zesnz?

“o
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o
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e
L
—
-
P
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eseful t3 s2=¢ cusiszers. The Cimsmittes St2{T wes dvized iy

the Calilfsrnia Depart=en: 2f Water 2az3usses 83 such Pover wauld

te usable end d2sires in casmmestiia Yith the Califsrnia vater susping
rejzire=zents.
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the pover here diseussed at =37¢ esoncaical fPrices L9 the Jrefarens
custers 82 23uld use $5., Tus previzica in sutparacrapn (2)
restricting the lsad :avc} £3 34 "¢oingicdent with cusiszer load
.mth' {3 inesasisiat with the lau and catrary to the Cangressisnel
understanding in 1054, It widuly stiflas the sbility of the Goveine
esnt to soie availadle 9 prcfircmee custszery for a substantial
periaod the increases ia depandable eity aveilille f2r pre=-
Jerence cusiizars as s82a%czalased By all thi parties insluding

the Congress.

Tae relative cdvaztages $o the Cureau and its preference
sustozers 9f selllag such Blocis of tes2orary STUEr as $9°0 as
gvailable, or Sanking sush powes f2or eredit tosard future use,
eannot be fully assessed 4t this tize. Houever, what i3 essentisl

48 that the Suresu lave the flexidilily T3 use either sethad a: the

future zay recuice.
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custsrmare.
Article 1S, 23 jage 2%, states thas the Covern=ssmt’s and
the Cazpany's systens sua)l Se inteorssnnested (1) at Tracy owitche
yard at nendnal valtages o 230,209 kv end £9,000 wv; (2) at
Cottomwsad sudstatiza at 3 aszimal waltage of 220,020 iv; (3) o
Falssa switchyard at & momisal valtage of 115,002 2v; and (&) et

other {alereannestisn points aod wv2li35es as 22y de agrecd onm,

-

Artizle 15 states %ha: lasses o2 eapseity and eaergyy shall Me
eseputed at LT o the essuspeisn that all poier Lz selivered at

Sracy, sver IG5 miles fram Shagia, Haswiclh snd Teiaisy dass,

Thiz assumdtion i3 mamilessly unfzunded. The Lnterssse
aestisns et Cotssnusst and Palzzs are 2 asbstantially clzcer than i3

-
ATRCY S \he point 22 cpmar
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and will by 1530 receive sver 100 =y, It L3 close %2 the Sstesnwsad
substation, T3 the extent that Zuresu-gensrated Foeer actuslly
flzes %o Pedling, the 2ouer rredably eomes fres Cottszmussl, nae

Tracy. VFeters are evailable at every interconnecsise seint waich

R
"
3
o
™

can readily e read and recsrded and thus zeaszure the lo:
the pover sstually dellvered 3% edach intergsnnestisa.
There i3 29 dasis 2:r esatinuing the artifizial assunpe
tisn that all the pover is dalivered at Sracy. The result of that
assumptiza has been $9 artifiszislly reduce the aszsun: of delivered
power I3r which the Covermzent is crecited, The srepesed contracs
should require the use 37 zeters %2 es=pute losses, withzus any
adjustzent “ased 22 ihe assumpiicn of delivery at Tracy, sz Lieredy
substantially incresse wne azount 22 poiwer which the G2vernzens
would have aveilable f2r srefirsnce custe=srs,
iSresver, even thizugh ruch of ihe Buresu's sregent load
i3 near Tracy, it i3 ast seazsmasle ta freete Tricy as the :2le
delivery point f2r tte nexs U0 ye2rs, Techaslegiczal advances and
increased intersenacciizas, 25 vell as eTswing 2opulatise ia
other parts of Califsrsmia unish will shilt the lo2d center, zay
require sther delivery psints i the Zutuse, natever ihe basis
¥as in 1551 13 charge the Govermsmens for line lozses 2n 3%
ictional assuzatiss t:as ine Foaer 15 delivered solely a2t sraey,
there have Seen rany shanges i the systes sferatisn sinze 15391

and the Intertie will bring Surther chanses,

G. The recteiccid vheslime Yo

20 STetargncs suciieess glizinle 53 sessive yhgaled

SZser are Mi-nle ilsadvoecsasas

SuScionrs snd fmizevecs wag ST Boes R of sws tay

Article 2%(a), 2a 2. ¢

R - - - - .

the Cr=pasy 13 the Ssvermcens's Freleremze susiizars, The Yaumzisw
L - - - n- ’ - 4 . M

8 lhe r3ze 33 iMal Jeflmid s ena =525 wnzellag eantrass exagr: fas
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the additiza 2f
af Plusss Sierrs Zural Slestrical Sszsperative, Ine. which previsusly
received vheeling service under a stparate letter agreesent.

The restricted wneelins wguasary has Yeea ihe sdusce - 4
Luch epitisizs by this Cssmiztee (see 4. Repu. 2221, 38z Cang.,
entitled: "Sals and Tress=zissiza of Pawer”). In additica, the
Cocaitiee has seceived cz=zzlaints 2a this poiat frea the University
of Califsrnia, Truskes Fuslic Urillty Distrist, the City sf Sants
Clara, the Calilsrmia Pover Users' Asssciatisa, and sthers, relersing
to the reeds ¢ the 3y Area Papild Transit Distrist, the varisus
University of Califsrmia units, and varisus 2%ner srederenscse
agencies, incliding Federal inztallasisns.

Since this comirset will e effeztive for at laast 10

years, 4t shsuwld provide Ior whgeling service s sn.y ia the razse?

3
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:
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eaLnti 8 but in every county a2 Whidh
transaission lines. It should 3¢ kept in =mind that the Iztertl:

arrangesents coatesplate wilespre
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pover es=ing fro= the Pacilic Darthwest, Camads, AriZzIna, ete.
™he 914 1951 rertricted wheeling “sundary 15 829 Llsited 8 tasls for
the vheeling 2f ihe vastly exzanded CV7 power and e2-aingied sulsile
power,

A partieularly shjestisnatle provisicss (s sutperagraza
(134) of Azticle 2%(a)(l), = 7. %2, whiza <efines waish qugtsaer
&3y receive wheeling service fros the Coapany. This Zaragragh
requires that the custcaers must ¢ "lssated end use csuch sajasity
and erergy sutsila the corporate doundaries of gunicipalities vherein
Cantrestor serves at retail”.

This Jrovisicn nocessarily Stens that g Wity °or otihse

pudlie bedy, dezgis
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83% receive wRgeling servise i the Power vould Ye csed lngile the

e;rPparatie heurdary of 4 elty in wnien the Sizpaay is sellin
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the 1951 transzizsica coatras:) Freventis @ city friz stiaining

Czvernzent prwer for i%s vn use (¢.8., cunizijal street digstiag)

1f the Cozgany sells at retail wiskia the eity Soundaries. This

Provision curizils the shiestives 22 =h sreferenze 12w intended

by Cingress, and also 43 3 reziraint =2 eoIpeiition whlch, 4 it
veére present In any jrivate esntraes, would clearly viclate the antie
trust laws.

There is a2 reass: why the Covernssat shodld faslyle 4a 43
contract & provisisa FUotecting the Cozpany’s retail servic
8gAinst competliiiza, It say be Frozer U9 reguire custozer lscatica
end place 2f use 2f elecsris Fieer %2 te within the exserisr
Ysundaries of a shieling sersice ar«a; dut It certaialy is s2t
PToFer 12 cake such ressirigtisms 23r e purrose o2 Foeventia
ecpetitiza in Lze area wherein the So=pany zakes retail sales.
™ils ligitaticn i3 Slearly imcomsiztent with the Sundazental
Purzose of Corgress that puslis S2dles have 1 preference o
the use ¢ Tederally zeneratcs iTuer,

Moresver, suiparagraza (1) a7 Artiele 25{a)(L), 2=
Pase 52, 13 zarticularly unsigsifiaile. Setrarvagragh (i) liaiss

vheeling service 3o Sustizners sovved tv o the Cozraay 2a 2April 2,

1551, It {s aaother eximgle of e inadequicy of sma wheeling

greezent. It will sresluse fos N news WQ years amy vheeling
service D new prefcrence fusitmerc. Thus, the ingidental fac:
of wnether a pudliz 523y was ir vas nat served Ty FCLT ia 1731 in
eflcct remders iis 22331 prefarence i 2Btaia OVP pover wnoll

llusary. Hence, sedFaragraza (1) on page €2 sheuls va deleted,

t Ve (S Lo LA

v ok e i
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eustozers. (For exzzple, the restrictizas on L=pertatica of
Fedaral pover, the limited waeeling areas, the resirictisns 2a
eligibility =f cusizaers far wheeling servize, &ts.). Fut t2

inguse that the c¢oatract wiuld narrTs and {reeze prefarence cus-
tomer lzad grouth, thare ver2 imeluded in the gsatract several
provisicas whiza give Tl 2 virzual vets over the adility of the
Gaverr=sat Lo gerve even nor=il lzad growth of prelferemce custizer:,

For example, subzarizrazh (3) 22 Arsicle 2(a), 2n z2ge
€3, pravides that "L additional lsads of the Praject 27 Cusizzers
tecsze praspeciive” the Ci=piny can deternine "whather or not
cervice t3 gush lzads of custamers small te =ade hersunder”, It
shzald be nsted that tihis provisiza appliss %2 additlzmal liads,
irrespective of whetner those sdditisnal 123d3 are lsads of the
projeet” or lzads 3¢ "gustimers”, and irrecpective I whether :?
=2t those "additiszmal lsads” arrive at a tizs when iNe zaxizus
letegrated desmand 2f all = ihe project cusicszers is “eliw the
praject depeandabia cajacily and maxizmusm 12ad leve's 37 ell cusismars
preserived in Artiels 1L,

Perhips the Buseau and the S3mpany did 232 fatind sube
garagrazh (3) %9 vest the Sszpany with sush an ajparenczly besad
vets preer. Neversneless, the langiage =2 sutparsgraza (3)
e2uld certainly be gpplied in hat way. Ze i3 thesefzre suggested
that subrsragragh (3) Se revised 5 reac ;u:s:an:i;;;y a8 73ll3vss

®If the 3uresu propalses 3 provide prwer &2

additiongl custozers under this e2nsracs, ne

Buresu shall notily ihe semtracser, and the

eantractsr shall provide sueh service unless the

emtractar vithia SC days advises ihe United States

that it dzes 25T Nave ke transzissisn sepasity

%2 pravide suah serviece.”

ARSRher ewarple = am Arcicle <hish vezts fusa et
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that the United Stases ghall infar=m the Cizpany eash year of the

estizated future enmnuzl regquivesents 2f all project liads and sll

custismer lsads f3r the easuing Leyear perizd. Artisle 27(2) ihes
provides that within €0 days the Cozpany shall infsra the Unicg

States “uhether cr n3t, and £ Whali extent, STatrastor can und W

deliver the cajacity and enerz: %9 =fet each l:ad which the Unaited

- oo
R R

s
—
r
"
Y

States has reguested ceontrasier o serve under PAX
gissicn serviec) of the esatrast. The Cizpany's vels jower is
esphasized by tte wards “and will”. E: applies 59t 3nly %9 the
1oa8s of antisipated custszess dut alss $9 the loads 2f all
existing custozers wilhin the restricsted vheeling ares.

$ the wheeling csnzract is %9 have any =epnicsg, n
Company's shligatis: t2 wheel $R3uld Se Sased solely on whesher

the Cazpany is adle (“:an”) deliver the capacity ard emergy o

aret the 1sads reguiving wheeling service, withous the use of 4h

words “and will” whish Sormit the Ca=pany 9 rafuse %2 deliver

even when 1% can 45 s9.

T, Arsicle 19 sorcarsies s2and b eawyiza saves =9

. -~ - e -
So8 L2%uTy giond, s ARSE infgs,

2D _2%e teav fituve S pac geafisamas sugtssews

Paragrara (2) =2 Arsizle 13(a) sezuises the United
States 9 2aye availitle %2 the Cimpazy all =2 shie Goversszen:'s

available eazisity and emerzy “abuve its lzad reguire=ests,” in

cese =f sulzges, =r reductise of gineratisn o traasmissisn ¢spac

at the Co=zany's Jacilities. Since ihis Provigisa es==its all

the Covernmeni's cazacity and emer=y alsve i3 isad sEguire=ens;

L9 stand-ty 30 7332, i3 effectiively rreclulas imtarcamsgs

and siandey far

.
P3s2itly will necessurily =ave i ihe ngar £3 .re %o seet their
CToulng 1222 graush.

- . '

oNeS FPIVIZiiA may €en AdVCUICLy sifest ima Sacrazescs

- wdr
a3 wiln,
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Fendedipal Utility Districe, walsh iz the saly OV preferenze
Custozer presently gemerating its swa pswer. On Septenber O,
1968, 512D emtered ino a sale end intersaasse ssntrass with Peis

vhich includes, azong sther natlers, zreviszisa 2ar =zutual stand<hy

service I1a case of emergancy culages. However, Arsizle a3 of
the SUD-T5AZ contract specifies that 4% shall Se effective snly
wtdl Azril 1, 1231, Sut 5° beysnd the date vhen SIAT has
aveilable its =v= thermal gemeratisn ar shtaing pover freom e
thermal generatisng ssurse sther thaa Zro= P3UE, 2r under he NV
transalssion 2omtract. 7D has innmcunced it Fedl %2 Nave 2
ruclear-generated ;lamt 2a the lize early in 1573. AL sus: tize
the SIUD-2Ca2 esatrazs will sessizate. Sisce Faragraza (2) 2
Article 12{a) 37 the 2ureau-70is esmiraes weuls
obtalining standety servizs fram the 207 gieten, §IND would then

-

have t2 lask sslely FOLZ f2r any standeby service needed by £5°.

Jo Yarious defizienaiag wpian soeresantyeives 2

-~

POLS mave stites ke ases LRl e williss &

gliminsta fecm tme acnesgas

When the Cizmittee 55372 conferves uith resresentatives
of PAT 2a January 13, 19497, eIncerning soze 2f the deficicncies
which the Coz=fscee S22 Sel: cved were present in the co: ITIET,
the Company represcntazives stated that the Cispaay would Se
villing > elizizate several =7 iRex Iria the eantrict. I3 srdes
that you =ay Ye infarzed :3zus taege p2ints, this Yessrardu~

sussarizes the=, as fallows: .

(1) 22e s3m330¢ suoceves 43 seecems regferenca o

» - -

Bover f-oe smccher covses

Parzgrazh (o) of Ariiele 1%, 2a 2. 22, provides shat while

the zaximus derand =2 all ~2ads is helsw the faXimuws L2ad levels

N r’f“‘"""'i‘ UaAn
Pm}n URIUIA

it I S -——
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tractiay vorking om ihe project and every Jederal egztatlizhzent,
withia the service area, notwithstandisg the cusztaser's gantrace
rats of delivery. The 2aly excspsisns =z3de are with respeci %9
three nazed entities (Sasrzzents Municizal U Sy Clssrict; Azes
Research Center of NALSS; and Stanferd Lincar Acselsratsr Center).
It should be rexessered that tiiz is a L0evear esntracs.

It 48 passitle thas ugiszer ~ay in the future vish %9 generate

s2ne of it3 Tun lsad, or purchaze Pteer 23 a diffarent seusce.
he net effect of ihe “total lsad” reguiressnt ia Arsicle (e
L3 %o stifle the existing jrefirence cusiizers Ureg serkisg new
sources of pouer suprly, and 12 prevent the Gzverszent {ras Navis
Pewer availatle far new preferenze custizars Ln the futuse. of is
Questisrable wrhether this provisisn esuwld lazally visd a grefeseanse
eustomer whd is na3t 2 party $2 th8 gonarast. 3yt neitaer
seat nor tae Cozmpany should give the ajrearance =f attespiing %9
arrogate to Itsell a right %2 diztate 1D any cuzisser that L% sust
purchase project oswer in exsess of the zusizzes's comirazt rate

of delivery

intend this provizion 29 have zuch €f7ec: and waulsd e vileling s
82dily {1 9 elizinate 1ny zuza infererce.

(2) The g3assuzs ceses 2 20 ise seefeesmen sussrssns

$3 Surchase 3131 theis azdisicean) seeyicessncs fuem sha

gamotny,

Paragrapn (2) =f Arztele 18(z), 3a 2. 22, sroviies tat
vhen he saxizuz damand of ell custiasy llads ewoteds ‘e Prosess
Bapendsdle Cazacity, the Cazpary shall supply %3 tSe cuatsner, 12

the customer clects, “oli aldisisesl feguirements =f sugh ¢usssser”,

- e ™y » P e
N oi 38 FF.Ca
ama  f ’ - - - - .- LY
2 Va3 h10 o0 3 ws ol \AT8)) wmien ualids tRat iss FTS e
QULRSILLY 1D Wire2t 2 WU2lCsaler 2f elesifis fiess i fismizn W )

UUR UnGiAL °*° =
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st abhachlasnied

036.

to 8 éistrituser of eleetric endrgy. Miwever, As3usir( SRIt ne

Tie

presénze af his parszragh is useful t9 confirn & custszer's abillily

to ~btaia supjlesental psser, the Fr ovisisn 43 39 rigid ia regqusr

et "all” of the custsszer's additional requireseats aust e
sugplied by the Cizpany. Trstead, the coatract ghiuls jermit tlhs
custoser to determine uvhether it wishes T3 Buy 213" of ita

regairesents, or suly gome” 32 its rejuirex=ents. Hange, the

-

e

ciatract should sgacily that the Cizpany sikall suppiy “sush additlicnal

requirezents 2 the cistizer as the ¢ustszer elest

The Cazpany's repretentatives infarzed iR Ceomistee
Staf? at the ssaference 2f Januacy 1] that the Cizpany w2uld Se
willing %2 asend the jaragragh as suggritec aoove in srder %9
elizinate =i :b}ci:;:a.

(3) Singe she gonsseas ioveives gals of whciecals Soues

in $aserscase soomevce, he IPSvo LN sop wave 24

gnd aushowiszstice sha. 14 pafem sa sthg Tedeprl Foier

Ceemiggizn pashar sham 2 she Siate Poblic VeilCiles

Ceanigzicon.

Paregraph (2) 22 Arsicla 14{c), =a page 22, walch iz

discussed irmesiately absve, alis provides that the acdisiimel pow

e

voald de¢ sundplied in acecriance Witk rates “ausherized Ty he

Califarnis Public Utilisties Coz=issisn”. In vies of shne Ci3r 2P
S Db

Caltea case (FTs 7. Ssushees Saiifesni

the fact that 3his esatrast {nvelves x2 : of vaslesale zzus?
in interstate cooseree, it wauld appear 2hat the csntract hsuld

spesify that he applicadle rates 3hould Se thase authorized 3y

the "Federal Pouer Caz=issisa®, rather

2
o«

etan the Califarnia Pubils

Ctilities Coanissicn.
Representatives of the Crmpany advized the Cimmittee

$ta2? ot Li%eir eonlervents 5f Jinusry 13 thast the Jimrany voand

agree viilt iz gsias.

PUGR Ui‘;iw;éiﬁi‘
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AL Asbimdes fm geeisty 3L,

Article ..+, n page 51, esatilns tae f2llsding sEYLguity
vhiel shauld te celsscd:

Article S5 iz ia PART TIDIZ entitled "Trans=issiza Servise”.
Article 24 stites: "The electiris cazacity and enerzy %o te
delivercd by emtralitor to the Unitad States asd cuzszsers fse=
he systea 32 eontrastor shall be Lisited ta . . ., * The vord
“delivered” csuld comceivadly esply nss 2nly t9 the wheeling servics
for customers but wls? %o the delivery of cazac ity and emessy ¢
the United Statrs {a eomressizn wish aths: sarss =2 he esatrass.

The Cozpany's represcntatives adviged t= 8 Camnistes Staf
at the Canference 22 Jamuary 13 thas Artisle 2% was iatended t9
aPPiy salely %2 stramssissian service, ans that %9 zarze this

e villing 9 change the phrase

intertion glear, the Ce=gany voul

“delivered” 3 resd “deliversd uodes this 2482 DxpsE”,

:I "y....—.- M —————— — Tyssss
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A. The sravigizsas f2m iaias TINArERLY of shg Boned

Vountain substasion <a she Zusas.

The esniract etuecn the 3uresy end 2oL (B=. 3%.C8.

he connectizn %o tne OVR S7STen WSuad then ro the Iureau's 239 o
Jine t3 Cottzawezd, the C2=rany's sudstatiszy vhere the Zureau nas
& Positicn that c2znests %o sn C72 systen. The somnectizn at

22und Mauntain, novever, vill ses va threug

o
e
-
"
"
e
-
e
.y
-
a
»
e
]

Ll
'

@
“

UL through fasilisies <SIntly zdared %y the 2.ircau and POLE,

SRILITenT vith a2 agreenens ressted wleom

"
25
o

T4z errangessss -

Congress (a July 1744 gr-roved SRT Lnteriic, Al that tize she

eatire Califsrais Camesrazis Jar-s S3e%mal Jelesatisn 2Ll sNe farace
AFFTIRriations Siemitice Suat hey weull srpsse ihe Intosiss LR
\'I

I
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Deparizent's preposal usmless the Domneville sysses and the cuntral
Valley Projeet =f the Bureau of faclamatisn vere 22ancsted ty
"en alleTolaral tie”,

On March 12, 1965, Assiztant Sesretary Holus, Assistas:
Cozaissisner of Reclamatica N. 3. Jennett, and the Zureau's Prwer
Divisisa Thief Uillias Xeating met with Comgresssen Jarsdd 7, Jisnosn
ard Johs £, Mogs, Assosiate Gereral Counsel !iles Rzzney, ind Sude

Cxm=itten Chie? Ciunzel Phineas Indrits, 3 Jissuss =8 Separizeat’'s
propozals (a) | conrest the Jureau's 30C kv and 233 o7 lises
Shruungh the Round Mountals substatiza 2a a saared Sasis wish 3,
aad (b) te SEring a SJureau ine 2 spare positisns of the Csxpany's
t3wers sver part 27 tue Distange Setween Fsuad lsuntain and
Cattzawsad. 22t Comsres Ln Msss and Jimasen vigureusly 33s2ced
thaze presssals as Palng in direet eznflizt vith the agressens
resched <hen Cingress agproved tne Iatersie zrasssal in July 18is.
ohe Departzsat =2%icizls scka~wledged sugn esaflict and agreed shas
the cammection =f the lurean's $20 kv and 230 kv Lines wsuld 3
acat2plizhed throusn facilities smally suned by She Fecderal
Gaverraemt. Hivever, consrast 2524, providing for the imstallatisn

Peratiza, ard seistenanze of fasilisies &S 2sun

139
¢
r
[t
.
“

inzonsistent with the singrecsisnal understanding of July (0L gnd
with the egreecent reached a2t tee mEeliry with Jongress=en 233
and Jihagca sa Marsh 19, 1534,

Moresver, Article 13 =f the cImtract, wnlish crshles =8e
Cazpany 2 acguies full Tanersiip 27 e 2sund Msuatain sobstatica
if the czatrece tersinetes, does ast protect t), sverrasnt's

FIonestion detuesn it S99 v lime and i%s 230 v line

e recizrul rezreseniativaz of the Iireay = Reclazaiisn

- - .

FEanted Ut %9 tle Commitiee Sture (@) that ene Surcau's 502 o lire
1853 22iag N ataia carrics a sarge BLoe o poeer whigh could mse
Ye fed 2m35 she Sverrment’y simsls €23 wv L2e i Sherefups 2

PR (IRIINA
FULR b;‘;ma‘lt’ai. ya o NhE

- .
yrye
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8 vas ncceszary to Sile the 550 kv line {a™ the Bsund !suntaia

substatisn where the power csull Se fed intd the Cozseny’s several

: 230 k7 lines as vell as the Coverz=cont's sizsgle 220 kv line; ()
3 that joint Zaqership would protect the Covernsent tetier then wsuld
j the lease arrangezent previzusly urged Sy the Ciszany; and (c)
1 that siance the Covernment's 230 kv line is comnested tao the Cospany's
Cottsawssd substatisa rather than at the Covern=eat's Shessa or '
1 Kesvwick sudstatizn, the eonstructisn =f an all-Federsl :ubstatiza
b at Round Mouatain waild nst zaterially elies the fas: tha: the

o $00 kv line is nr3t directly iaserscnnessed with She Fedaral 230
kv dackbone iransuissisn lines which carry power Irss Shesta 2

« 3 Treey.

A

h2 Cotgressional expestatiza

“
o
b6 d
"
"
o
ot
ir
(5]
o
o
H

‘

These facts dezcn
of an 2ll.Tedsral gonnectiizn Setueen the Ionneville znd OV

systezs 13 baing cffectively frustratesd. The 230 kv Lise Setween

A

Round Mountain and Cotiznwssd, which was aifered Sv tte intesisr

Departzent as a basis {2 2geting he objestizas r3ized ia 1354

6 ‘

against the Zerardzment’s 4runmcated procssal that wauld Rave isslated

the CVP zystex, L3 {ndeed an inmeffeziive substisute 72r the Seiginad

Proposal %o conmstrust ine Goverssent's SC3 &v line girtcily 53 ke
(‘ '\ 4 Covernzent's princizal 1sad center a: S3acy, or L3r at least

ecnneciing such line diressly 35 Shasta o» feswiek., The #Tiacizal
of an all.Tederal e2nmectiza should e =aintaiaed as azTeed 22 in
1654 s2 that = -naczjuate 230 kv line copmietisa n2w esnt spiased
1 can loler Se strengthcned o €asTy e full a=2unt of pruer
Receszary 9 aceguately interosaneet 4he 2a-meville amd oV systezs

iD eceoriance wiih the inteng 22 Cimpre:s,
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1., Poser Siles Comssact Setween IPA and FCIS (Coatracst 9. 1803

$4132; 2.21-¢3)
4 - - st ) -
2. Dxehanze sgreesent 2etuwcen ZPA and FCAD (Consracs 14-03-5413%;

§-23-00)

3. Contract
Q‘ = less

m«.,’usaz

§. Caatraz: wis & 2o D7 Trang=ission ard
Exelange Service Samiract ws. --»-.--‘.‘:-.;fo?a; FERS/USER Brade

3-29-“))

S« Contrast
gissiza a
6. Contraszt Setuesn Stase 22 ¢

el

Sale, latesthanges and =

A

Taergy (Drals Aug. 25, 1¢is)

7. Agres=enct for Use =f Tranmszissisa Cipasity #05L, T332, S2. Cal.
: - . - . shd
Edisca, San Diegs S8 3. (Srafs Aug. 31, 13%8)

JO. GCsatrast with
of Facilities
Mainterange =F
USER/7CLE Lrass

o
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BUREAU CF RECLA

.
RECICHAL CFFICE, RESICH 2

P. 3. 5OX 2511 :’f-;-ﬁ,’:._",‘:_ R
S T il i AT g Ne
SACRAMENTO, CALIFCRNIA Sehal g2 bl

- s D2 - a
The negotisting grouss regresenting Pacilic (Gas and Zlectris
i x R e e .. -~ m. ™ o -
Cempany and the Surean et again-at 10:3C Tuescey, J=me 7. Toe Sompany
. a -~ 3 -~ - - - W9 s - .
was repressntec bty Rcebert Cerdes, Ceanacal Counzel, an] Waller Iiyer,
C‘1 F Nt Tamdmanw Men P 1 Toas Ternresern© 2= Pep Usigm ™ rae swmd
te» K34 \..(: —-s—.-&.. . — E&.. W w Svw Sl v T A e RmTis ar vme ey
- & . 9 1 ol At Wy we—— T Ma™d ad emn
Es B, Davis af the Regloral Counsel's Office, and Forsy B. Talizlerro
G Filliazm Eruere ¢of the ¢ - Do ais Mg meg=2 ma e Jascasad -
an ﬁ.J-—.&- ETCeTe O1 Va8 rCOWer s23NCls e LTI Vec CeVotlaeft 5C a
2 : & 3 - ne oy 2 : 3 rawad =
dlscussicn of several comtract protlens censidersd e te controverszizl,

The Cerpany reifterated its positice that
ths cbligaticn 45 furnish gll equirment amd factlis
Surezu to serve prelarTed custcmers, The cnly exce
explained, =zht Te an extracriincry case wners 2 ¢
of additicnal fasiliztias moulld De regrired %0
customer; for example, scme %terporasy Covermxen
instancs, the Cozpany wanted the cpiica 40 fuvr
cthervise wouls te agreeabls 0 econssrusiicn o7
custezor, Tha Zuresay i2dlisated Nzt this prst
previced ths Coopany was willing 48 izclude 4= ¢
whica weald cbligate the 3wreau %o Zrevide all of %as basd
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and/c> to trizg the hgure from scurces of generaticn $9 los
I was explicised what ix the nerthern past of the Tallsy, fe
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the remaixder of the C7P, should it srove desirztls, The Cozpargy il

-
—— s a ——— . -
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not state definitely whether it was willing to accept su ovisica,.
Bovever, the Cocpary representatives raiterated their cld sty ihat
cne of the prizcizal pwwreces of this coxtract, frem the Company's
standseint, was to revent the Zurean frea btuilding transmissicn
facilities, They stated Irznkly the Comparny wanted to be Iree t¢

: 9

oppcse Surean reguesis fcr aopropriaticns for any trans

including backtone transzissien, Thay éid indicate iz

precably would not opsose a 23C-xv, lins froa th o

placts, but might crsose lines fren Toindty all the vy 0 Tracy or
ther Zureau lcad centers, and most certainly would cppese linss o

tie in Eings River with Shasta, Keswrick, etc., Howmever, th

Pecognized the 3wreau's positicn, I think it grotable that tie Cemgasy

will te willing to agree %3 a provisicn sczewiat along
Dureal sugzested,

With s iher Tcspect to tiis general pretlex, we & scussed
the Ccompany's insistence on a provisicn giving it the right to cancel
he contract should the Zursau serve any preference custexner & ir

o1 m.‘ :: P‘
!.
-d
")

The ZBureau representaliives suzgested 2s a possisle soludcen for this
problen (1) tie divisicn of respensibility incicated atove; nasely,
for the Coxpany %0 Zurndsh 2l sut-trans=issicn and the Erreau 0
furrdsh necessacy tasis transnissicn, &t laast to0 lcad centers, and
(2) 2 cancellatica previsicn aleng she folloming lines Fight in
thae Ccmparmy %0 cancel, limited to a sizemontk pericd, should the

.-

Bureau decide tc serve a preferred custcser direcily, suck cancellsze
tich net 40 be eflective for a pericd of tiree years, (It was fels

had &k T4 3 P &3 Al 1 - $ 1 3 = -

thatl this period would te sufficiently long $o per=it beth the Zurest
-t - hgdw 28 aq : 1 <

and tZe Cozpany o adjust their affairs to the coniract cancellation,)

g - i A oo 1 = — =

tae Cozpary indicated general acceptancs of tids idea.

The Cczpary was asked whether it would chiect 40 4ka Surean
serving cirectly its omn zroject needs, Tha provlem was net sessled,
The Cozparmy indlicated it weuld prefer to servs all sreoisct needs as
well as all preferred custcmers, except ia case cof zajer pumping lcadz
sech as ght be involved i3 commecticn miih the Sacrementos Valley
canals, IU was suggested ihat mless the Cezpany did so, it weuld
nct Lave {2 protestiin it scught fo securs fron this contracs Sy,
preventing the Eureau Irenm buwilling 4ranssissicon facilisiss., Oemmans
rerresentatives stated Iranily that they fearsd the Sureau, undar iz
guise of Tuilding lines o serve rroject needs, would susili ©p an
izcependent distributicon systes svailatls ) 23

23tomers At & liter cate ang thus
%0 e loose Ivo= FOLE and sperate i
SUT23U Tegresenvalivas suggested that
would 1iit the Iwoeau i sush 2 way
2
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Taers was éiscuzsicn of tha ==s

would te willing %0 tale ints its systen
ted over a tis with tie Bcnreville Sew2

] <

Coopany seezed gemerally rac riive to ,....s, oreovided the o

-

v
ex a:';;' cox.-.. te used a3 steen replacenens, Thz Company vas asked
wnetilier it would be willinz 43 Thsal 4o Dormes Su=iz for rossiols
delirery to the Colsrado Rver Commizsien of Nevrada, Ur, Cordss
Proized 3 delinite answer on thl Poklexs, indisating a3z ks had
Previcusly, that tae Cempany was not oo TecsTilive Yo tha Lidez,

Tiere vas some Zisaus
tien cn 3 "uze af fagilisdiaz
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S .
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(I suspect cne reasox Gerdass iz now wrgiz
concept is thaé hs itcck a strong position tefors the Calllicrria FUU
sxicus Congressicnal Comzittaes

the wheelling case ard alze
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that the Bureau hzd no authomity to enter intc a wiseililg or exchange

arrangezent for prelerTed cusiomers,

ecensistent with that sositicn.

h
G cocurse, he

o
also, I suspect he would lilke %8 Ce

new wants to i

abls to put ths Sweau in a poiticn of the middle-zman, This the Wy

and sell cecncezt would do,

Cne of ths mest diflicult protlexs to
Cezpasy and the Sureau is the questica of tha Ce

4 $ o s - -
ening into existence alter etecuticn
=

.

sexrve 3 preferred custcmer

Ia tEis respect, it mizht fwum=ish tha Comas

with scze good publicity azmuciticn,)

-

ecntract, in aa aose o commnily widel is now bedin

retail, Tbte Cozpary has taken

tarough & contsact willa the Bureau, plase itsell in
positicn witl resrect to nmoves toward public cwmersitip in toms such as

tockton, Voedlard, ard ctiers now being zerved by i% &

comtract is sizmed with the Suresuy, it

will i-mecdiataly bescme active in these

condexnaticn proceecings againgt the Compam;

the Coszary will then vheel Surzau power, wit!

Gn the other hand, the 3wreau feels thati i

weuld exclude Sroa its provisicns cormunisde
Fotlez was sugzestec: 7T

crreriunilty tc serve ary such new preferred

& 2

solution of thi

no otlization to Co sa, Z¢

that customer itsell divect

entire contrast cancelled,
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| L1l WEST PINC STREZT (209) 2483841 |
{ Leo, CALwoa 1A 5822 a
. - H
o RMAN CGENERAL COUNSEL LEGAL ADVISCR

SN L SILLMOR, MAYOR MARTIN MC DCNIUGH EAAL O, 4y Blme CITY ATTSINE .
Fir. OF TANTA CLANA 320 CATITOL maL L ., CITY OF ASDTING
SACRAMENTO, CALITORNIA 33814
vICT CHAILRMAN SECRETARY
LOUG v, NASCER, COULNCILMAN HENAY A, CLAVES QITY MaNASEY
CITY OF HEALDSCURG September 7, 1972 QTY OF LQO!
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Honorable James R, Saith

Assistant Secretary, Vater ond Power

U. S. Decpartment of the Interior .
Interfor 81ilding .
Mzshington, D, C. 20240 ) T

Dear M. Smith: ’ '

You will rewewber that this Agency has called upon you for assistance
previcusly, in connection with its attempts to develop a ccmprehensive
plan to best meet the power needs of its member systems, including a plan
to construct and opercte clectrical generating and transmission facilities
for the use of its eleven cities in northern and central California.

One of the major obstacles to cur success has been the oppesition of
Pacific Gas and Electric Company, effected thrcough a series of acticas and
Jureeuents. One of those gareements is between Pacific Cas and Zleztiric
Conrany and your Departinient, dated July 31, 1267, Contract Mo, 14-C6-20G-
20N5A,  Contract Mo. 2343A gives the Company control over the markeling,
facilities and output of the Central Valley Project pewer production and
transmission systen, and the manner in which new facilities may Le connccied
theretn., .

2161 211300L72¢

In connection with that contract, | am now enclosing a copy of a letter
uritten by the Assistant U. S. Attornay Omeral in charge of the Antitrust
$rnticn of the Ocpartment of Justice under dote of August 2, 1972, which
contains his advice to the U. S, Atoaiec Encroy Commissicn on anticompetitive
sctivities by PGEE toward NCPA, and specifically dealing with Contract 2S&EA.
This letter has been pubiished in an official notice of AEC in the Federal
Register for August 12, 1972, 37 FR 18423,

This letter is presently rclevant to ncgotiations between NCPA and your
Department relating lo a proposed cgreemcnt between us for the greater
utilization of the Project's transmission facilities and power output by the
prefercnce customars which are members of this Agency. The regicnal office,
with the approval ¢f the ceatral office, nas invoked Contract 2S48A in many
provisions which this Ageney has requested. More specifically, the regional
office has:

(a) refused to permit NCPA to transmit power and energy
generated by it over spare capacity in CV® transmissicn

s 544 063

lines without the consent of PGEE.

\ B n
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Honorable James R, Smitn -2 - September 7, 1972

(b) refused to arrange for whe=ling of CVP pcwar by PG3E
to member cities of NIPA who ars not now receiving such
power.

(c) refused to negotiate for purchase of power and energy
from NCPA for redelivery to preferance custeomers, to
repiace or augment power now generated at the Centralia
Plant in Washingteon, or othcrwise.

Each of these refusals was based in whole or in part on the termms of
Contract No. 2943A, . .

Members of NCPA objected to Contract No. 2548A at the time it was
executed, and made their cbjections known both to the Department and the
Federal Power Commission. In disregarding these cbjections, in a letter
attached to the agreement, Secretary Udall expressed his confidence that
FGSE would continue ''to ccoperatively establish plans for developmen: and
operation of power and water facilities in the Central Valley of California‘,
ln allowing the contract to be filed by PGEE as a rate, FPC reserved juris-
diction over lCPA's objections for 'further consideration of indicated
changes by the Bureau and PCEE at such times as the prctestants or o:her
utility systems wnsx to advance specific proposals.” (Cockes No., E£-7435,
Order issued Hov., 6, 1363.)

Serious doubts sbout the validity of this contract have recently been
svinced by your letter of Jonuary 12, 1972, to the Chairman of the Antitrust
~nd lonopoly Subcommitice of the Scrate Judiciary Committee, The current
rcport on Mendocino from the Antitrust Division of the Department of Justice
makes it very clear that these doubts, and others, wers warranted,

2161211300272¢

It appecars to us that the first step would be a modification of the
furcau's negotiating position in connection with the proposed US3R-NIPA

. agrecment, especiaily in the respacts specified earlier, in the light of the

Atiorney Genzral's letter., It is our present belief that the Depart=ent
wiovld aot rely wpon Contract Ho. 29450 (o assert against us provisisans

chu are, in Uk opinion of the chiel leaal officer of Lhe federal government,
invalid; and thot it would not serve the pubiic iaterest to delay loager a
clear policy decision on the part of your Ocpartment as to what it will do

in our negotiations, lnoced, the first step to be discussed at pretrial in
the AEC procecdings will probably be to define the conditicons which we

desire in a PGEE license with reference to the contract. Knowledge of your
position is essential for this purpose. :

| suggest the following: The General Counsel of NCPA and its Consulting
Enginecr, or other pecrsonnel, will meet with whataver legal and engineering
staff you specify to lind out what exchonge of infarmation and documentation
is deomed necessary by thom for your consideration of both the technical
and legal aspects cf the matter, and to accomplish that exchance, As scon
as praoctical thereafter the offizers and consultants of NCPA would like :o
meet with you and your staff, to discuss the matter and to summarize NCPA's
views, in order to obtain an early decision.
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. ‘ Honorable James R, Smith -3 - September 7, 197¢

Will you please let me know whether this procedure,

or some other, is
satisfactory to you tc resolve the guesticns presented in this iz2tisr, Ve
vould like to start these discussicns at the carliest practicanle tire, te
obtain an answer in time to complate firm gesthermal arrangemants and the
substance of the financing of cur project terore the end orf Octoser, Qu

General Ccunsel will be in Washington during the week of September 1, and
he and our Consulting Engineer, who is in Washington, could initiate the

staff discussions during that visit.

Thank you for your considesration.

Very, truly yours,

- ; '
. 4 ¢ /
- A % ';‘)7 ) /»gu-e/‘/
e " CGary G. Gillmor
Chairman, Horthern California

. - ‘ ~Power Agency
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Dear Mr. Gillmor: TATION TAKCN, whiak aad
| OaTe- ’
This is ia reply to your letter of September 7, I¥7=, TouC¥rn-

e~

the alleged refusal of the Bureau of Reclacatica to negotiate with
your agancy oan three specific points.

- - -

You assert first that the Bureau has refused to transait power
and energy to be generated by the Northern California Power Agency
(NCPA) over the Central Valley Project (CVP) system without the
consent of the Pacific Cas and Electric Company (PGSE This is
not quite the case in view of the fact that the proposal currently
under consideratica involves more than just wheeliag over the CV?
system.

— . — . -

Under the terms of Article 14(c) of the Bureau-PG3E coamtract,
where a customer raceives service from CVP and a source other than
PCSE (such as aa NCPA plant), the other source should be able to
supply all of the customer loads aot supplied by tha United States
witheut support or standby service from the United States zad/er
PCSE unless otherwise agreed upon by the United States and/or 234Z.
The Durcau's position has been that tripartita discussicns should
be held to reach agreeneat on the details concerning such an
arrange=zent. It is a matter of detemining whether NC2A will have
sufficient reserve capacity to serve the customers in question
without placing any additional burdea upon the United States and/
or PCSE in meeting their obligations to their custczers. If the
- prcblems of reserves and ralizbilicy can be solved, we do not
believe that PGSE's censent is required sizply to per=ic NCPA to
transmit its power and energy over CVP lines.

PO L

2161 2Y1300LY2¢

The second allegation ia your Saptember 7 letter is that th
Bureau has refused to arrange for wheeling of CVP pcwer by ?GEE
to member cities of NCPA who are not now receiving such power.
The Bureau's position has been that the question is not one of
wheeling but of supplying power to non-CVP alloctees.

We are sure that you are aware of the CV? markzting situation;
that is, that the existing preference custemers have a firz alloca-
= tion and/or withdrawable allocation of an amcunt of power availadle
to thea from the project. All the f£in and withdrawable power

Nnnn .-mnnuA . |
‘.&‘d" L | \l“ ) “J‘ "‘
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available frem CVP has been allocazed to the existing

sraiarancs
custe:ets and is contractually cozmitted., Withérawals have
already occurred and will continue until all withdrawaole pewer
has been withdrawm to serve the requiresmenis for whizh ir was
intended. For the Bureau, at this point, to begin servinz noa=-
existent CVP pownr to nonallottees would be highly izproper. Nat
only would it be ia violacion of the CVP power marketing criteria

as pto:ulgu:ed by the Secretary of the Interior, and in braach 3
existing coatractual commitments, but there is no power not alraae,
committed thut could be used to provide such service. Thus, the
problem is not one of wheeling CV2 powar to 1onallottees, but caec
of supplying a commodity that dces not exist.

The third point raisad is the alleged refusal of the Bureau to
negotiate for the purchase of power and energy from NCPA to replacs
or augment power ncw generated at the antr lia ?owerplanc ot
"otherwise". Under the terms of the "Agrecment for the Disposizion
of the Output’'from Centralia Thermal P.oJe. " Centract Number )
14-06-220-3613A, azong the Bureau, 3cnneville Power Adniaistratiea,
and the Ceatralia Participents, the Bureau is comaitted to purchase
up to 426.9 m=v from the plant (400 mw dolivered at the Orzgen=~
California border) at least through Decesber 31, 1981, The 3Sureau's
position has been that it cannot substituta another source for
Centralia prior to expiraticn of the Centralia agreezent. ".ucver,
the Bureau is willing co negotizte for the purchase of up 20 400 =
from ano:he:.sou ce begianing after the Centralia agree=ant ex“;--s.
as conceoplated in the exchange of letters between Secretary Ucall
and Mr. Gerdes, assuming the power is reliable zad is more ecoromi-
cal than pewer frem Ceatralia or other alternative scurces.

Tae matter of purchasing power £raa NCPA “"crtherwise'" thiz as a sudb-
stitute for Centralia raises several separats questicns. The Surzau
does not have existiang authority to get into the business of supply=-
ing the bulk pcwer require'en:s of existing or potential praferance
customers ia Califormnia's Centzal Valley. Its preseat authoricy

is lizmited to disposicz of the capacisy and ene:g/ of the generatizg
facilities of the authorized Central Valley Project not required

for project purpeses, together with the 400 v and associated energy
of Northwest power and the ezergy it acquires by purchzse or
exchange to firm up CV? capacity. In the fizal a2nalysis, therefore,
it is not the PGSE centract which puts a ceiling on the preference
custozer lcad served by CVP, as the Justice Departzment assuces in
its August 2 letter to the Atomic Epergy Commission, and as izmplied

POUR URlGiNAL
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in your Septc=ber 7 letter, but rather the limited naturz of the
Burcau's autiority frem Congress o s"np’" power to prefarence
customers.

Under the PCLE contract, the company is the sole suppilier of

firning energy for CVP (other than the 400 =w of Nortirwest power).
This contract enables the Bureau to serve more than twice the
customer load it would be able to serve cn 2 f£irm basis without
company support. A numter of contract amendments would be
necessary if the Bureau wanted to acquire scme firming energy from
anothes source such as NCPA. Whether the cowpany u0uld be consi-
dered to be in violation of artitrust laws 1f it :2fused to ag’cc to
specific contract changes to accommodate specific propesals by NCPA
to furnish, and by the Bureau to purchase, firming emergy, would
depend upcn the reasoas for the company's refusal., These questicas
pay be academic, however, becuuse it appears more realistic Zor NC?A
to supply the loads of its members beyond what they receive from CVP
utilizing CVP facilities for whe2eling. This approach is discussed

under the £irst point above. Under either approcach =-- firming energy

to CVP or service to custosers =-- NCPA aust h..ve adequate resarcvas
for its generaticn. The zethod by which NCPA will provide thesz re-
serves thus becomes a factor of prize importance. Once that is
solved, most of the other ques.ions, legal as well as techalcal and
economic, skhould fall into place.

Instead of meeting at this time with =2 and members of cy stafl as
suggested in your letter, we would suggest €aat you hold further
meetings with representatives of th 3urezu of Reclamaticn and jeinc
peetings with PGEE, resulting from .arification of the issuess of
your concern as presented in this letter

We trust that this explains the Department's pesition in resgard to
the points ralised ia your letter.

Siacerely yours,
1854) “anes R Salth

Jages R. Saith
Assistant Secretary
of the Interior

Mr, CGary G. Gillmor

Chairman, Northern Califommia
Power Ageuncy

221 West Pine Street

Lodi, Califormia 95240
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Re: AEC Docket Nos. 50-398, 50-399
Department of Justice File 60-415-49

O

SANTA CLARA'S NEEDS TO ALLEVIATE
ANTITRUST RESTRAINT
1. The restraints on wheeling of Bureau power contzined in
Article 24 of Concrac: Ho., 1l4- 06 =200-2948A between PGLE and the Bureau

of Reclazmation should be elz:inaced and PG&E's transaission system in

e

Northern Califernia should be available to €arry capacity and energy of
any utility, subject only to the physical availability of eI acity on
PGLE's transmission systea. This service should be available at a fair

price to protect the interests of all iwvolved

o = .~.

- Ihefptohxbx:ion on direct an”’ ‘ndirect conmcctions and
the restrictions on cutside power scurces such as those contained in
Articlie 19(d), (F) and (g) of Contract No, 14-06-200-2948A should be
eliminated,

3. The rc5uirc=cn:s as to back-up and standby with tegard
to other scurces of power contained in Article 14(c) (2) (ii) (3) of
Contract No. 14-06-200-29484 should be dele:ed.aad pcwer purchasers such
as Santa Clara should be subject to standards for back-up, standby,
purchases of excess capacity and energy frem PGAE no higher or stringens
than those acw in vegue between the California Pcwer Pool Companies and
the tencts cf the Westera Systems Coordinating Council,

4. Power purchasers such as Santa Clara should be perzitted
€0 et up and participate in Capacity and energy banks such as those
now in usc for PC&E undcr article 20 of Contract Yo. 14-06-200-2943..

5. PGLE should be Tequired to cooperate in joiat plarning

¥ ‘-
for regicnal pever with and by power users such as Sanmta Clara to the u,ﬁ;3
"

end of caabling such PO~CI users to share in the deveicpment of new

6=3
2.\
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power sources and of assuring their future power supply at reascnable
costs, _

6. The restriction of presant supportable load for cvp pcuer
of 1050 MW in 1980 set in Contract No. 14-06-200-29484 is arbitrary and
un;easonably low in light of CVP's total installed generating capacity
in excess of 1300 ¥V, the av;ilability of back-up thermal power from
PGSE and other soirces tarough interconnection and the present condition
of the capacity and cnergy banks, ?he raising of this'supporc level to
4 reasonable level would open the way for recognizing as - 2rmanent the
allocation to Santa Clara and ccher prefetc1ce customers siazlarly loca-
ted, with their fxrn toad grouth gueranteed uatil 1980 or until the
maximum contract rate of delivery is achieved,

7. The all-thuircncnts provisicn of Article 14(c) of Contract
No. 14-06-200-29484 shiould be deleted to peTmit the recognition as per-

uanent of the allocations to Santa Clara and other preference customers
similarly situated.

8. Yo withd’awal of CVP power from any preference customer
shall be made until the Zaximm contract rate of delivery is achieved
and withdrawals of cyp pewver should heaceforth be linicted for oenly the
period of time whea the firm supportable load is exceeded, with the
Power withdrawn to be restored thereafter when the load again is below
the firz supporiable load figure,

9. Santa Clara's studies show that the presant system of
proration of €apacity and, cnergy under split-whecli ing conditions is
unfair since the energy asscciated with the tep 107 of Capacity is

approximately 37 of the tocal eneszy. In this manner of cccount;nEiQ&J

-2-
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Santa Clara is forced to pay high ccsi's for energzy received from
P 3

CVP but billed by PC&E. Paragraphs 14(c) (2) (i) ou page 20 should

be reviscd in Contract No., 14-06-200-2943a.

s\
i
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April 25, 1972 /

Mr, Rowerd L. Rsecse
Cicy Macazer
City of Davis

- " 1] ~
225 "F" sStrost

Bavis, Califormi:z §56156
Dear Yr., Resse:

zleced cur voview ¢f tha thrae ooeas you have desivmnt.d
ne Davis cazpus of the Univarsicy of Califoxzmia, wnieh
-

h
A, B, and C within
on Posgcible azmnmexation to the Cicy of Davis.

have bzan pros

. The Universily of Calilornia at Davis 43 a srefersace -re

service custezer of the Zureau of Recladetion's Cenmeral Yaller Prad
Burecu pover 1s deliversd te the cadpus over P G and ='s trancmizsi
to & siazle 60,000 vols dalivery point under a Burcuu=PGancs moc= g "whasline"
coniract. TLat comtract provides that P G and © shall furnish 'vheeli=:
service' enly to those Bureau custcmers whieh are "located and use CVF r:o.ov
outside of the correrate boundasies of cunicipalities wherein the gomer-c=.r

(7 C and Z) sarves az recafl." asserdingly, 4f anv ov all of tie taras c=--3
you have cesizmated are annexed to the City ef Davis, Turesu pover delivaTics
£0 tie campus for use ia such arcals) would be incensistent with che Zurisve
GeadZ contracs. Servize c¢aa be suppliec to thesa areas direscly By T G aad
E vhich i3 the soparent reason indicated fov a = ulting antlcipated Locicz:a
in electirtizc pover cozt 2o the Coiversity for the Davis campus.

The amouant of C7? power currently allocated by the 2ureau for \

celivery to the Davis campus {5 insufficieas ro acccrmodate the Uadversicr's
presext zad fulure 233rezste sarvice Tequirezeats. The reaseax for this, as |
acknowledzed by the Iureau, 4s that there s ldasufficiest CT? power grasl.-ls !
£o0 serve the aggrezate exiscing and coatizuously increasing fusure rowar

requirexments of 2ll of the Bureau's prteference agency custcsess., fom—o- td=n
With the August 1971 billirz peried, wvien the 3urean wisthdrew 1503 wilcwass=s
of shert ter= CVP power allocasios for the Universisy, P C ans £ has pravided
supplezexztal power service to the Davis epus. !
The Uziversity and other 3ureau preferance 27emey custoser: b 2 ine
short tas= wigthdemizs'a CV° scwer alleccasices cecently receivnd dcans4sal
‘ lettars from the Jurcau eifing as antisisesad Secessity 0 maxe furiier wiilse
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Mr. Lowaoxd L. Fease -2= April 235, 1972
drorals of eash sush euste=er's allcocation durinz the Juse, July, or
1272 54llins paricds. The estimased wirhgrgwal Ior the 2avis sifpus,

Lznd 4o tha Lureau's lozters, 18 1400 kilowatts. Tiat amtigipated
wvhes 2ddad o the 1500 hiluwasss previcusly withdrawm, will approxis
cquzl the eatizated agasegase exdscisz Suresu power usgge witaila the
desigzaczed sreas you are eonsidering for pessille zemcxation To the
Davise

Ca =l basis tha s=memstica of amy or = the thres d

aracs should Zave
Racl==atioa power

Jittla, i

Sizcazely,

Q’ f
=y, appsecisble cffect oz
servics available o the Uzsiversicty.

the

J. D. WWORTHINGTCN

azed by DIThomascn/a2b)
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ESRz1l
Seche = ©
WCilzavi
S¥Andrew
SE8zuase

nnn o

‘21
L\Ja

l &) ";‘In\\v \[?‘

{

v Uilidis

AL

-
sgigs

c=ount cf

02 Al



ATTACHMENT 8

7 AM 1 @o2188 o

o -~ - . ~p .y p— o~ —— - b2 O a2 oo
P.’:\-C-&F:c G‘..."LS *A_—QD .E.AI.J-—A\./TR-’.\-—I C "L.._J¢ LD, (e
= Tre X —_— 77 BEALE STREET, JIST FLOCR + SAN FRANCISCO, CALIFUT LA 04108 » (o190 781.2212
“;.-- C.MOAMISSEY ygeh b gt gy

NELEeCLAa n FYUNBUSHn

" BN LTEmey SSURL

T ANaeay COuNSTL

- LI T. VAN QEVIEN
B L B CHEANE JN,
LN . LatLANTE
B T-iPD 4 Suaaxe
JE=% B . GieSO~
S 1w
Siues 8. wostmasien
AT samaw

March 2, 1973

4
-

. Sczanne Reed, Commiszsioner
ate of California Eneigy
Rasocurces Conservaticn and
avelopment Comaission

111 Howe Avenue

ranentc, California 95825
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Re OMBIWED CYCLE

Docket Bo. 76=N_I=3

Dezar Commissicner Reed:

Please accept my apologies for tha delay in responding
to your question posed at the February 6, 1978, hearing in
Docket No. 76-N0I=-3. As I understand your inguirzy, you wizh
to know whether the criteria relevant to analysis of wheeling
progosals on a case-by-case basis are substantizlly diffaerens
from the kinds of criteria that could be published in advance

$

in tariff form. I believe that the answer is basically yes.

PGandE has stated that if a proposal to wheel a co~-
generator's surplus power falls within the reguirements of
the "Stanislaus Commitments”™ or applicable law, FGandE will

revide wheeling as a matter of courss. Howeve in other

"
W~

cases PGand: will consider wheeling in light of all the
relevant circumstances at the time. This means that PCGandZ

is willing to enter into arms- iength n negatiation with the
interested party or parties to see if an arrangement can b2
worked out pr eviding mutual benefits, keeping in mind PCandZ's

- -
obligations to it ustomers and shareholders.

2GandE beliewvas tha
-

in those casas whe
Power frero privata -

- 3
e -~
capany does not guall

POOR ORIGIHAL
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's. Suzanne Reed, Commissioner
March 2, 1978

Pace 2

Commitments or applicable law, the matter must be left to the
process of arms-length negot iation, zather than rzgulation,
This kind ¢f dealing betwaen industrias, which is a fundampental
part of the free enterprise system enjcyad in the United States,
has proved to be an effactive way ol :::e:ting the com -et.ng
interests of both parties and is the only way PGancE can insurs
that the rates to its customers will be kep: as low as possible.

)

“

Fixing wheeling rates, tcrms and sonditions in advance cf
negotiation would put PGandE and its custcomers at a disadwvantage
by denying the Company fleribility in ba:g

of private industrial co-gensrators all with
concerns and demands. A similar practice is
in developing wholesale power contracts. The con
£irst negotiated with the individual custonmer and
to the Federal Energy Regu’atory Cemnission for ac
There is no reason why a similar procecurz wouléd n

(

However, in an effort to comsly as much as poassible with
your reguest, I have listed balcw soma of tha technical criteria
that would be considered in negjzotiating many of the more typical
co~generation situations. Obviously, other tachnical critariz
which are p esently unforeseeabla may ccme to light in a2 parti
case. .

-
-

ased transmission
y of elactrical

1. What effects will the o
- of
mars?

=]
service have on the ou
service to PGancE's cus

=
IS
-
-
-

-
-
3 & |
-
pte)

2. Are the existing or proposed fac
the power scurce and load techni
feasible of direct intercennecti
PGandE's system?

3. 1Is the load to be sarved located in the
northern and central California are
system?

4. Has the entity recuesting transmission service
for co-generation powsr given reasonakble advance
notice to PGandE cf its proposed scha2dule and
requirements? -

S. Would excess transmissicn line capacity be
available at the :imes and iu the amounts
necessary to accommcdzte the new generation
in the manner propcsed; and

Prﬁﬂﬁ NNINIRLA 541)
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Suzanne Reed, Commissioner

¢h 2,

Page 3

or subtracted frcm the list, and some would liuely be addressed

10.

11.

1978

will excess transmission line capacity ke
available for the length ¢f time reguected?

If transmission reinforcement is requized, what
is the exten:, component elements, and costs

of such transmission line reinlorcement?

What are the continuity requirements for the
power proposed to be transmittad over PGandE's
transamission system?

Can the lcad to be served by the entity reguesting
transmissicn service for co-generation power be
roprped immediately in case of an outage of the
co-generaticn source, or must an appropciate
stand-by arrangemant be developed?

Will the co- generation entity a"d the entity
it is g2rving interconnect with PGandZI's
integrated transmission system in a maaner
consistent with good utility practice,
including avcidance of adverse reactive pcwer
impact on PGandE system?

Will the co-generaticn entity or the entity it
is serving, if transmission ca,ac ty is required
to be increased or additional transmission
facilities are recuired to ke znatal‘ed to
provide or maintain the recuested service,

pay the costs associated with the incraased
capacity or additional facilities in advance

of their use?

Does the entity served by the co-generator
also purchase power from PGandEZ and, if so,
is the Company's rate apprcpriate for partial
requirements service?

The above criteria would p*ovida a reascnable starting point
for considering a co-generater's proposals. As ne go.----ons
progressed in a particular case, some items might be added to

in a more detailed and speci.lc way.

furt

I hope you £ind this response helpful. 1If I can be of
ther assistance, plaasa let me XKnow. o
» e ) td

-c—s /"Q"’
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PGzZ offered %o trarsmit Georgia Pacifis power for NCPA in acsordancs

oawd »

with comrittiments the Company had made to the U Cepartment of Justice.
AL no time did PGLE ever rake any comrdttment other than what it had
prozised the [Department of Justice it would do, Georzia Pacilic was
unwilling to become a publiz utility and sell the major part of itz electrical
gem2ration to the punlic, Therefare tie power from Ceorgia Faci®e was not
required by the commitiments %o be ‘ransmitted over the F34s lires for
the AC2A.

FG&Z 1s promitinge-not preventinge-the affiscient use of the erergy

source at Ceorgla Pacifis and wAll sontinue t» enzourage and nake possitl

|
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anxd Central Califormia.
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ATTACHMENT 10
Decenber 30, 1977 .
MEMCRARDUM TO THE FPILZ:
Subject: FGands/ClUC Meeting o Discuss
Co~Gzneraticn = CZUC Cffices,
Beconoer e, 077
Attendees: See attached list.

The meeting was held at the reguest
topics of the discussion as they relata %o
projects were: Dprice PGandr will pay for
projects, wheeling, standby
negawatts of co

-generation in the PGandl se

of the CPCUC.

ciiarges and pot

The major
co-generaticn

pewer from these

ential number of
rvice area. The

following are the main points of the meeting:

CoUC asked if PGandf was using a price

formula for

the price PGandi would pay for co-gencration projects,

and i£ not why not?

FGand: said thaose projectis are handled on a case-by-

" - -
oheis -

casa basis. This was as
equitable pric2 fcr the PGancE c.stone
rust be evaluatzd cn the basis of tb
tnhe powar and a centract negotiaited 2o
ansure a fair sharing of tas projcst o

ial &0 secure the most

-

&

QﬁQ'

r. Zach project
cost of prccucing
T eacnh project to
enef This

Uk >
D - -

cannot be accomplishzd if a predeternined fomnula werzs
the basis of the price PGandli would pay £or the power.

these projects.

pGandE said that if PGandE cdoes not
i+ does noct make any ecnnomic sense
a capacity crelit %o be congsidered,
need a cuarantced fuel suppily ik 3
petwean PGandf and the
showa thas tii2 project
cormronaent of powvar gensrc =2,
necaesasary powar plants can b2 cel
credic could e civen L2 a co=-gen

- b - e

e

-~ -
~

ary

veaa,

»
b4
-
-
ractl

>
e

. CPUC asked what standby ccsts Pfandl o
generation procject.
PQands zeid standby chargss are under
2 Va2 Léld »
P_?'.,: | b
"BEERET B
yOUIl Ui

CPUC asked if PGandZ would give capacity

induserial enti
can producse a =

- -

credit for

tiie@ capacity
il 2OF

vwould

harcaesa £or a co-

- -

e v -
i v -

£iled rate 3
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RAlUIM TO TED FILZ -2 Dacesbar 30, 1977

CPUC statad that further study is needed on standby
charges and consicderation ba given to a cese=-bv-case
apprsach and time of day standby priciag. A meeting is

scheduled in January between CIPUC and PGandE Race
Department to discuss this snbject.

CPUC asked if PGanc:= would provide wheeling service to
industrial co-generation partners.

FGandE stated that by the Stanislaus cozmitments with
tha Justice Department, PGandE will whecel for
neichboring entities. Also, the federal energy
legislation expected in the new year will answer many
of the questions ralated “o whzeling.

CPUC asked what are the kinds of problems being en-
countcred in the co-gcneration projects with the oil
industry.

PGandZl said that with any co-generation project thece
are automatically more issues because two partics are
involved with different recuircments. An example of a
unicue co-gencration problem was the resluctance cn the
part of one of tha cil companiss PCandE i3 working wish
to sign a longe-tera contract bascause it had act dacidad
kow long it would operate its oil field.

CPUC asked what is tho realistic co-generaticn
potential in the PGandE service area.

PGandZ said that about 2,000 MW, and this would be
precominantly from incdustrial facilitlce, probably
fizing the co-generation projects to their cwn sroccess
steanm regquircments,

R. HAYUCOD

RI(1073) :4kb

~

c

PGandZ Attendces
WLFaizchild
APRilroy
ROhlbaca

A a0 T > T ¥ o 181
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PACIFIC GAS AND ELEZCTRIC COMELINTT

o b oy ;
L e s, l 77 BEALS STREET, J1ST FLOOR « SAN TPANCISCO, CALITORNIA 94136 » (418) 781.42:1
JOWMN C MORAISESEY Lrmens . wedsmmer
VICL PRESICENT 490 GENFRML COUNSEL et b ST

dawrn t Loes. -

MALCOLM w1 PURSBUS v
ARNOC AIL ST ANL COUNIEL

CHaRLES T Jan DEUSEN
PRILIP A Chawe, ul.
MENAY 4 el LANTE -
e & March 22, 1979
JORN B CinsOw
ARTHMUR ( wiLLMAN, 40
BOBERT DLBACH

CHARLES w THiISBELL
ST SRR cowe ey

un

LR D
o - “mac L R vn
BRLEE A WO e metOw

N aRmeYs

Public Utilities Commission
of the State of California
State Building, Civic Center
San Francisco, CA 94102

Gentlemen:

Submitted herewith is PGandE's guarterly status report
pursuant t5 Iten 4 of the CPUC Rasoluticza o, E-173% dates
January 10, 1978, Order Diracting Elec*: ¢ Utilities to Augment

Cogeneration Projects

The enclosed information comoletes our respcnse

to this
iten. The next status report will be submitted by June 22, 1375,
Very txuly yours,
4 N 14_ 1 ~
M:"Q" /“'. e - :"-«.'L"'.‘e&
MALCCLY H. FlUEmUSH
”
;2. Sl g
RO:slz

Enclosure




e Uitilities

ssion «de
(w/enclosure)

Allgn B. Waacner

Office cof th2 General Ccunsel
590 University Hall

2200 Universiiy Avenu2

Berkeley, Califcrnia 54720
Daniel J. R=zed

Pupblic Service Consultants

998 Fourth Avenue
Seattle, Washington 938104

Jercme Suich TII

Graham & James

Suite 300

1 Maritime Plaza

San Francisco, California 94111
Boris H. Lakusta

Graham § James

OCne iMaritime 2laza

San 'rancisco, California 94111

John D. Quinle

Public Utilities Comnissic

350 McAllister Street

Rocm 5138

San Francisco, California 94102

Carl Martine
Consulting =

Energy Systan
701 Weleh R4

Palo Alto, California 94301
Ar. Wm. Boudway

Mobil Chemicz2l Tech Centar

Macedcn, New York 14502

John W. Ball

Wickes Forest Industries
Manager Rescurce Planning
6801 Avenue 430

Post OfZice Beox 305

Dinuba, Califcrnia 935138
Bill Runts

County of Humbclds:
Departxent of Public Works
1106 2nd Streat

Zureka, California 95501

Mazrch 22, 197S

Dr. C. Edward Taylo:
Lovisianz Pacific Corporation
P. C. Box 1538

Samoca, California 635564

Richazxd F. Cottrell
President

Celludyne, Inc.

One California Street,
San Francicsco,

Suit

Stephen T. Bryant

Del Puerto Enterprises

P. O. Box 1351

Patterson, California 95363

Suzanne Reed

Commisgsicner

California Energy Commission
111l Howe Avenue

Sacramento, California 95825

Ken Wilcex
Develogment Division
California Energy Commissic:
111l Eowe Avenue

M3 42

Sacramento, California @

om

825

Mr. Bill Buttenber

Cnion 0Oil Ccoapany

Unicn Chemicals Division

P. O. Box 7600

Los Aangeles, California 90031

Mr., E€ Eéelson

Mail Stcp 506-316

Jet Propulsion Lab
Pasadena, Califoraia 91103

Kevin C. Gallacher
Ross, Hardies, Q'Xeefe,
Babcock

Parsons

Cae IBM Pla:z

T -
Suste 31090

Chicago, Illinois 60611
40 08
- . <7 % tJ U
Mr. John L. Clarke
Manager of Cevelcgment
Crnion Cil Cempany
Union Qil Chemicals Division
P. O. Box 7600
Los Angeles, Califcr-nia 30052

720
California 94111

™o
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Public Utilities
Commission -3

ce:

(continved)

Mr. PRichard C. Aberley

Vice Prezident

Brewn and Caldwell

Consulting Engineers

1501 lorth Breadway

Walnut Creek, CaliZornia 94597

Robert 0. Stuberg
Residence Manager

Pacific PaperBoard, Inc.
West Church Streat
Stockton, California 95203

Allan Goodley, Chief
Energy Project Cvaluatien
and Control Strategy
vevelopment Branch
Califeornia Air Resources Board
P. O. Box 2815
Sacramento, Califernia 95812

Warren D. Flinchpaugh
Executive Vice President -
Humbcldt County Operaticns
Pacific Lumber Company
Scotia, Califcrnia 95565

Richard F. Guay

Vice President

Wheelabrator Clean Fuels Corzoraticn
1050 17th Street, N.W., Suite 1107
Washington, D.C. 20036

Andy Glosecki

Plant Manager

Stauffsr Chemical Ccmpany
1931 South First Strret
San Jose, California 95106

Mr. William M. Fine
Assistant to the P esident
Turbodvne Cerporation

14111 Zast Freeway Drive
Santa Fe Springs, Califcrnia 90670
Dr. Dcouglas H. Corte:z

Yanacer, Cocrporate Cevelopment
10100 Santa Moniza 31lvd.

s Anceles, Calif

-
- -

30067

Mr, James A. Welty
President

Pyzo Sol, Inc.
Bazkber Slvad.

M ey -~
--:’

o
ot
¥
Q!
O
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B
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LALLSDEnIE

March 22,

1579

Leonard Stefanclli
President

Sanitary Fill Company

501 Tunnel Avenue

San Francisco, Caliiornia

My,

94

Mr. J. Beemer

U. 8. Steel Corporation

P. 0. Box 471

Pittsburg, California 94565

Mr. John Paul

President and General Manager
California Procducts Company
P. 0. Box 311 ’
Fresnc, California 93708
Mz. Richard C. Lang

Energy Fuel Specialist
California Energy Commission
1111 Hcwe Ave.ue
Sacramento, CA 95825

Dr. George L. Bersh

Chief, Rescurce Recovery Divi

State %olid waste Management
Boaru

P, O. Box 150908

Sacramentc, California 95818

Mr. Robert Maure

Project Manager

Energy Utilizatieon and
Conservaticn Technology

Electric Power Institute

P. O. Box 10412

Palo Alto, California 94303

Mr. Rocbert J. Howath
Industrial Sales

55 Hawthorne Street

San Prancisco, CA 94105

Mr. Rcbert Hodam
S'mthethic Fuels 0ffice
Develcrment Division
California Energy Commission
1111 Bowe Avenue
Sacramento, California

w

S825
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cc:

(continued)
Mr. Armond L. Polanski
Chizi, Technclogy Branch
Resource hecovery Division
State S5clid waste
Management Board
825 KX Street
Suite 300
P. O. Box 160908
Sacramento, California 95816

Mr. T. T. Hediak
General Manager
San Diego Power and
Light Company
Arplied Energy, Inc.
P. O. Box 909
San Diego, California 92112

Mr. Lloyé Hecathorn
General Managar

Humboldt Bay Power Company
P, O. Box 1431

Eureka, California 95501

Mr. G. N. Burckhards

Director, Planning and
Develormen

Gibbs and Hill, Ine.

393 Seventh Avanue

Ne:r York, New ¥~rk 10001

Mr. "onald Daniels

Manager, Revenue Regq.

Southern California Edison
Company

P. 0. Box 80O

Rosemead, California 91770

Mr. Jerald S. Scheinberg

Director, Program Evaluation
and Analysis

U. S. Department of Energy

Regicn IX

i1l Pine Stveet

San Franciscec, Califcrnia 94111

Mr. Gerald J. Barna
" -
PN e ¥

]

Lewls Research Center
21000 BrockZield Rcad
Cle'eland, Chiv 4413

March 22, 1

My, F. D. Pa
Vice Precide

'v
xar, Jr.

oYy

-
-
Parl:er Engineering and Chemicals
219%&
Caima®

P. O. Drawer
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ArAri;y
RCAtkins
BLBal

HPEraun
JPChiara

GFClifson, Jr.

EMConner
LAConnolly
JSCocper
JCCoulter
PACrane
EGCromer
NHDaines
RBDewey
JY¥DeYoung
KJDiercks
RADrasger
GCDowscn
WLFaizrchil
JFFallin
RBF&‘&\--ACL
JPFinney
WMGallavan
LRGardner
MLGaynor
EEHall
JKHarral
JSHarris
GFHeitz
NDHennings
SEHowatt
GIkemoto
GTJef
TAJereb
WRJchnson

EFKaprielian

dridge
PBaumgartner

ferson

DVXell

n?K-er'

KLXirkegaard

KRXubicz

WBRudey

EBLargley.,

RJLaRuz, J

EVLathrop

WClLester
ind

TLLindberg, Jz.

DGLubbcck

1
LRMcDonnell

FCMarks
CRMartin
MRMathisen
REMetzker
JCMeer
FWwMielke
RDMullixzin
REMvers
Chewton
JCO'Kzefe
HRPerry

GRSmit
JMStearns
CWThissell
DIJThcmason
REVierra
SDWells
GWest, Jr.

JDWerthington

KGZaharosff

540

085



Project Kame
aad Tocation

No.
1 Louistana-Pacific
Corporation = Standard
(oear Sonora)
(forwerly Fibreboard)

2 louwisiana-Pacific
Corporation - Aatioch
(fortmerly Fibeeboard)

3 Cetty Gl Company =
Bakeastield

& Husky 0il Company -
Cit Canyen 011 Fields
near Santa Marla

5 louisjapa-Pacific
Corporation =~ Oroville

-~
-

.

-

et

(o
~

4

1/ &11 capacity svallable to the FCandE system
2/ Teral tiem several locations

3/  Subject to chauge and final contract agreement.

Table 1

NEW CO-CENERATION PROJECTS UNIYR DISCUSSION
STATUS RECOKRT
FIRST QUARTER - NAKCH 1979

Haximum
Date Estimated Electric
Discussions Ptoj'ci/SIxe Demand
Project Description Beg:n M= in 1977
Toppling cycle using May 1977 10 te 25 1.8 MW
woodwaste as fuel
Toppiog cycle using May 1917 30 12.7 vw
woodvaste as fuel ’
Flectric power/steam August 1971 210 to 290 j2.8 v
pProgect uaing gasifica-
Lica process relurning
slean for sccondary
recovery of ofl
Flectric poutl/t!;Jn September 1976 200 1.4 Hul,
project vsing gasifice~ (Asscuwed
Lion process returning Hinfuun)
steom (or secondacy
recovery of oil; or @
combined cycle project
March 1977 30 te S5 5.6 1

Topping cycle using
woodvaste s fuel

00d

F

0

5

n
v

L

TN

Status

Discussicns on-going.

Letter Agreement to retain
consultaat to study feasi-
bility signed June 1978.
Feasibility study cowpleted ..
December 1978 and now

being evaluated.

Discussions on-going.
Project betng evaluated.

Centract negotiations on-
gotng. Stulies continuing
Qi project parsmeters.

Preliminary discussion stage;
preject not yet sized, Hucky
and I'GandE ave investigating

slternatives.

In Scptewbe: 1978, PGundE
propused to construct, own,
aod operate project. L-P
would supply lacd, vioter,

aad woud fuel. Letter of
Understinding sigacd

October 1978 Adequacy and
reliability of fuel supply
under review. Conliact nego-
tiations on-gaing.

Mareh 23, 1979

Earliest
Projected [als,
of Cperation™

Hig-1282

Not yet determiucd

Fall 1984

Not yet deterained

End of 1582



10

11

2/

Project Name
sud Location

Tosco Corpuration =
Aven Nelluery

Texaco, lac. - San
Acdo 0Ll Field

Uuion Oi1 Cowpany -
Coutva Cousta County
Hobil Chewlcal Company -
Woodland
Dlamond/Sunsweet lnc. =~

Stockton

Stauffer Chemlcal
Company - Sau Jose

Project Description

Use of refinery fluid
coke and heavy fucl oil
for producing powver and
process steam. Con-
sidering gasification
aud direct combustion.

Electric pover/steam co~
generation pioject using
3 gacification process

returniag steam for secon~

dacy recovery of oil
Bottoming cycle using

waste heat

Electric power/steam co-
groeration project

Topping cycle using

walout sbhells as fucl

Electric pover/stesn co~
generation project

All copecity avalleble to the PCandE systea,

Subjec' to lauge sud final coutract agreewent.

NS

/80

Table 1 (Coationed)

Date
Discusslons

Drgan

Harch 1977

Spriag 1973

April 1977

August 1977

Decesber 1977

October 1978

Eutimated
Projc(&ISize

LB

80 o 150

219 to 290

25

5 to 7.5

14

Haxioum
Electyic
Dewand
in 1977

52.1 W

16.1 W

.5 MW

3.5 W

3.3 M

6 MW

Status

Discussions on-going.
Tosco's studies pearing
completion.

Contract negotiations on-

goling.
on projec’. paramclers.

Discussions on-going.
Evaluating elternatives
for & steoam exchange.,
Hobil project stil) under
consideration.

Foandk .

Discussions on-going.

Avaiting D/S's respouse to
offec of Kovesber 3, 1978.

Discussions on-going.
lininary erginecring and
contract princigles being
siudied.

March 23, 19793

Studies continuing

I project
is authorized, some surplus
encigy may be available to

Pre-

Eacrliest
Proj=cted Cltsl

.
of Opcration”

Fall 1954

Fall 1984

Early 1583

nid 1989
if project is
sutborized

Kot yet detesvined

Net yet determiced

o]

(38
b
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Table 1 (Continued)

Haxiwom
Date Estimated Electiic Esrliest
Project Name Discussions ProjuciISizc Uemand Project=d h:tj/
Mo, and Locaticn Project Description B _ U . Status Sf Opevatica”
12 FoandkE, 77 Beale St. = Topping cycle January 1979 0..' to 2.5 I Conducting preliminary Early 1382
San Fraucisco feanibility studies,
13 FGandk Gerber Com~ Bottoming cycle utiliziog Januery 1979 3.4 50 kW Evaluating alternate vaste Eacly 1981
pressur Stetiom - waste heat frowm gus com~ bLeat recovery systecs and
Gerber pressor aloag Lire 400 vorking fluide. Air cois~

{Canada to California) slon excipticns applied for
ia February 1579.

Total 622.2 to 1086.4

1/ All capacity available to the PCandE system
March 23, 1979

2/ Gubject to change sod final contract sgreement

-

- | Wy
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Project Nawe
avd location

Husboldt Bay Powar
Compuny ~ Eureka

Fyro Sol, Inc, =
Fedwnod Cluy

San Franctsco
Beoource Coaversion
Center - Brisbone

¥ -

)

-~

Table 2

ENERCY RECOVERY FROM SOLID WASTE PROJECTS UNDER ACTIVE DISCUSSION
STATUS RFPORT
FIRST QUARTER ~ MARCH 1979

Project Descriptioa

Hoadvaste fueled power
plant

Solld vaste fueled pyroly~
6le process producing a
low BIU gas which is

used as heat sourcce

for steam peveration

Sol1d vaste fueled pover
plant

All copuctity availeble to the PCandE systen

Subject to change and flnal contrect agreement

68U

Maxisunm
Pate Eotimated Electric
Divcusslions l'rojeci".’h. Demand
Began M=~ in 1527
1975 40 Not
Applicable
May 1977 4 Not
Applicable
1967 27 to 40 Kot
Applicabls

Earlliest

Projected Dat
Status of Ogeratlcw

Hegotistions on~golng for
PGandE purchese of the full
output of a 40 MV vooduaste
fueled power pl-ut with capa~
biltey to burn wunicipal solid
waste. The Nusboldt County
Board of Supervisors has de-
slgonated Hucbolat Bay Power Co.
a3 progorent of the County
Reegvurce and Kecovery Project.

laterinm agreement sfgned
Janvary 11, 1979, iIntctal
éellverlen began Jawnary 17,
1979. long=-teca contract
ev otiation: acaring com
plettivn.

Discusriong betvecn Clty snd
Coanty of San Franclsce,
Sanitary FU11 Compuny (S#C)
cad ICondl en-goiug, anid
will sie market for the
energy tocoveied.

Macch 23, 1999

1933

January 17, 197%

1523

o

I~

v

b

&b oD
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Froject Nowe
Project Description

Be, 204 Location
A U.S. Stecl Corporation -~ Solid veste fueled pover

plant vith steus for

Pletwbuig
U.S. Steel requirercunta

Solid vaste fueled power

3 Californta Products
pleat

« Company = Fresno

Table 2 (Contlaued)

Maxfoun
Date Fetfiated Electric
Discuaslons Praojecy Slze Dezand
Pezan - in 1522
Cctaber 1977 Not Yet $7.7T W
Datctzined
5 2

Septecber 1978

Total 76 to B9

1/ ALl capncity avallsble to the PCandE system except that Californta
Froducts proposce 1o wake avallable 3 MW froa fte proposed 5 4 project,

2/ Subject to chaoge and flnal contract sgrecsent.

S 5

(, - —i
“'.‘ o C-_
E o ']
e
r g o pr—
:_ ~ : —t
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o -
b o
—£.$a’

Status

Phace | study cospleted.
PCandE hos provided

$10,000 tovard Fhace 11 ef
the feastbilicy stedy RBelag
eirinistered by Contra Cista
County. FProgresa report
echeduled fur veview April
1979,

Caltifornia Products Co pany
asted PGandE la February
1979 to conaider purchasing
Stvza. Plandk 19 yevieving
this preposal.

March 23, 1979

|
Earliest
Jrojzcted ?J(ui -
28 Spucatisa .
Mot yet deteruined =
-
Q
Kot yet deteminod (4]
..\.l
[ o
N
W
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Table 3
POVER PURCUASES FROM THDUSTRIAL PROLUCERS
STAWUS Rirorr
FIRST QUARTER -~ MARCH 1979

Locatfon of Eutimated
Genegation Description of Honthly Faergy Delivery
Hame of Selierx Facllity Generatlon Peocens Delivery in My Status

Pow Chemical Company Plttsburg Ges turbine generstion Veriaeble 15 Contrect extension weder Jdlscusalon.

Ceorgla Pectfje Corporating Fort Bragg ., Woodwaste fueled generstion 0.6 willion kwh 1.2 Long-tewnm contract megotiatioas on-golng
to fncrease cagability of delivery
facilities to & maxfeun of 10 i, &l
delivertes are "vurplas™,

Loulatuna Pactfic Corporation Sanoa Woodwante [ueled gencration 2.6 willion kwh 8 Long-ters contra:t negotlations on-going
to facrease capablitty of delivery
foctlities from 7 MW to 20 M4, AlLL
deliverles are “eurplua®.

Paclitc Lunber Company Scotia Woodwaste fueled gencration ot yet S Inftial contret wawe; Puctifle Lucler

entionted will Lo preparcd to continue dis_usalous
tu carly 1979,

Staulfer Chemlical Company Martinez Woste heat recovery 0.1 sillton kuh 2 Existing contract may be terminited
on une month notice.

Del.oval Tutbhine Ookland Mesel test facility Varishle 1.3 Discuretors va-gelog.

Total 42.7

CD March 23, 1974

T
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No,

M

Project N

S bocay

Lonlatnna-Pactf
poration - Rock

ane
ton

¢ Cor-
Iin

(ftorwerly Fibreboard)

Worthington Industries -

Fresno

Haln Iondustries Luamber

Cuoupany - Blebe

C. P Hattonal
Coin Lunber Co,
Susanville

r

and

v

'

Table 5

INACTIVE PROJECTS
STATUS Koroxl
FIRST QUARTER - MARCH 1979

Kot tdeut tfled by Industry’s rvequest,

unn
U0d

-
pr—
| —
- s
- 4
[ -
= o
- Bt
| S }
<

n

a4

. Date Estirated Date
Discussions Pruject Stze Project Became

Project Dencription Begpan nw Inact ive
Topping cycle utiliring Hay 1977 S August 15, 1978
voodwasrte es fuel
Solid vaste fucled pover Fibruacy 1978 1.9 Augu=t 11, 1978
plant
Topping cycle uwtilizing July 1977 2 Decewber 1, 1978
woudwaste as fuel
Topping cycle wtilizing Avgust 1977 3 Deccwber 1, 1978
voodvaste as fuel
Bottoming cycle utilizing Noveaber 1977 1 March 1, 1949
wante heat.

Total 2.9
Macrch 23, 1919

Status

Project withdrava et L-P's request.

Project wvithdrawn ot Worthiugton
ladustries request.

Customer sbandored plan for
co-peneration.

Project withdrown at €, P. Natiunal
request.

Project withdcavn at request of
propunant.
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AT e 157
fmedd B §GTA LAW.Crue
e ma w) we b
I
IRe NIULAL N, C2INIS: FILE AAS
riLE CCPY
Subdects CPUC Ctaff laguaese L8
PGaniT Goal for Ceo=C:pazitien .
Opaprzion b» 2775
The attachked reporandur (Attachmzni 2) dascriles tha CPTC
rteff's cffer to rerove its necative s:xtirs cn PCandf’e
co=geonereticn (includiag waete sescvery trojacts) progran
for the 1580 zate case, 1f PFCGend® azgcevtr %tha CPU0'=2 sosl
of 700 % operating by tie erd el 1238 and 400 BW urcor
contzact by the end of 193¢,
*he CPUC staff's goel Aiffers freo 2Candi':z cuzzent zoseurce
flan which Iincludes 457 !’V ¢f ceecencraticn by 1505 (l«toche
‘ rent 2). Altheough the CRUC stall Se~s rct ask thet Flandl
charga its rescurce plan feor the rzate cira 2c reflect 2
righer ecoal, ~he irplicaticn is thare tiac¢ threouch CIT 235
tie staff pev be ltter;:inﬂ to irfluence tix anount 1o be
inclucded in .CandE's resource plinn, Farthas, the CPUC ataff
Fes cdevelored its qeal by ircI"-ing gore nnd exeluling cther
rrecific prejects listed az actlivae potential prejects in
b |

FCarndf's cuarterly status repgert tc ¢!

T¢ pCand® accepts the p*-"c-nle ef g Rich-r ctated gozl then
is inciuvded in its rescurce pian, tie CPU0 staff weouldé eoxpect

an exglanation if the gozl beccires vnatisineble,

For the follewing reaconc, I reccorroand ttht PCané
tre princirle of a higher stat2d 12238 ge (wi t
our current resource prlern) for Pc-'~-e-a:1cn and wa
recovery projects; that the wvehiclz fer stating FGan

coal would be PCandE's current guarterly statue report)

eréd that the goal world ke the totel of thesa active prure

vhich preve to be econcrnical (Taxtles throveh 4 of Attache
&

.
-l . - -
rent 3) listed in PCanidf's guartersly status zopore t2 the
CPUCs

s 2 the CPUC staf? scoo pta, it vould ra2
necative ratine cn Frandl'a Co=gen -

the 1980 rate case.

PﬂA*E ket -'na:- AL
ul

\)" uﬁuluga

—— ———— - — R cmpui —— . . —————— . ————



FER, 2O7o0 He 27022 2= Ap:z3t 3, 1979

-

-

- It woull sesvida a £lo:dbla and w3 approrTiaia Daang
for axgiaiairny why tho goal i e iz net Duing neg,
ez hag ehourad (L.0., Loth cur seatus repor: and
rezoured »i.n are dvnaxndie docunsnis).

3. It wenlé aveid the psoribla BaC: tive lzolincz o
potaatial co=qaneriises who would p’:oc*‘y Jgarn that

thay had beas exclicd Iron P::n 's geal i the CPUC
staif's erpreach for dellining :h: nonl wara vsad,

would allcw the OII 23 procc=dings to coommenca
without a nav numbar, 23 proposti oy ths C;U‘ stals,
Lulrﬁ in..vuucad (that lies scxcvhare in catween &
actlva 2C.4ndZ potsatial and PCandi's recource plan

2s a pre-dztermined influence on thae oviceze of CII 28.

In orcar to mont the recommrendad 1975 goal of the active
potantial liaced in PGancZ's quartarly repert, aerropriat
acticn plans and schedulss 2ugt be priparad ond pacple muse
be arciomed €3 ace crp.i' ths goal. Vith your agpsroval, 2
will preoeszcd €3 davalcep hase esction *lans and manpower noads
and will inform “he CPUC 2tafé of ocur plins,

JCM/TCRiarson (373¢8) :3kd *
7

ecc Cdwards
A.(z.r-v
TRubits
iCLester
JQayver
HRrar'y
BWwShackelferd
G"’eﬁt. o
JESchumann

Attachnonta 2 azd 3

T A ———————— ——————— " . = - ————n
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April 3, 1979

MEMORANDUM TO THE FILI:

Subject: Meeting witi CPUC Sta £ Conce

raing Stafs
Evaluation of PGandf's CO-gene raticn
Proagram
Cn March 26, J. G. Meye., P. Rilroy and F. G. Rierson

(PGandlD) met with John Quinley and Jeevan Ahuija (CPUC S:aff)
t.. discuss the CPUC staffis evaluvation of 2Candi's
co-generation program Zor the 1380 test yesar rate case

Essentially, the CPUC staff said that a PGand: commitmen
toward a goal of 400 MW in cc-venevat-on and wasta recoveory

contracts signed by 1920 and 6 Md (Mr. Ahuja called J. G.
lMeyer later to suggest that th “gu:- should be 700 W)

operating Ly 1985 (aAttachment 1, would resolve the C2U°0
s“a"'s concerns and would remove the negative *::;ﬁg ths
stafl has recommended for PGandE for co- generatizsn.

PGandr :eplle‘ that major uncertainties affect «n
ment toward a goal (e.g., PIXUA, PURYA, econcmics, fuel
supply, environmental factors such as air guality

desires of the other party as a petential co-generator).

The CFUC staff said these were legitis
lower amount tc be used in PGandZ's resource plan (897 (& by
1985, per Attachment 2). ‘

g
'

The CPUC staff said that PGandZ's resource plan includes a
satisfactory amcunt for the raze case, but OII 2¢ may ke a
different matier. The CPUC staff views OII 26 as being the
velicle for the CPUC to develop a recommendaticn tJ the CEC
ragarding alternative energy resources for the CIZ2'

biennial repcrt. 2dditicnally, the staif believes that (s34 4
26 will .horaughly exanine PGandl pricing policies for
eg=generation.

The meeting concluded with an agreamsnt to mees ag
April 16 for PGandI to answer whether a higher goal for



Memcrandum ¢o the File 2 April 3, 1572

co-g=neration (beyond PZandl's current rasource 2lan) can be
agreed upon for the rate case, without cna.n-ng PGandE's
current resource plan.

'?./9: 7‘2(4.//-0\&4

FGR(3744) :mxrm

cc: NEDaines
Wedwards
EcCHall
APKilroy
KKubitz
WCLest=r
JCHeyer
HRPerry
EwWShackelsora
GWest, Jr.
RBWilliams

ttachments

541
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Project Name
¥o. and Locatlon

1 louisisns-Vacific
Corporaticn - Steaderd
(neer Soncra)
(towmerly Fibreboard)

2 Lowistana-Pacific
Corporetion ~ Autioch
(fovzecly Fibreboard)

3 Getty 04) Coupauy -
Bakersfield

4 Hushy Oil Conpeny =
Cat Canyun 01l Fields
vestr Sauta Macia

3 louistena-Pactfic
Cotporativa - Ovoville

-

PR h R— e |

Project Delcttptlgg'

Topping cycle using
voodveste as fuel

Topplog cycle using
woodwaste a8 fuel

Electric pover/otean
project using gasifica~
tion process returning
stesa fur secondacy
recovery of oil

Zlectric pover/stesm
proj=ct usiog gasifica~
Lion process returning
stean for secoadary
tecovery of ofl; or a
cowbined cycle project

Topping cycle uaicg
woodvastle as fu:l

1/ ALl capactiiycavatlable to the PGuadE syslens

e
wn——

2/  Totsl fica szeveral locaticcs

3/ Sebject to «hwnje and ifnal contract agrerurst.
."

Table 1

STATUS REPOKT
FIKST QUARITR - MARCH 1979

Date Estiaated
Discussions Prcjvr'ISi:e
—Dezam W9

May 1977 10 to 25
Hay 1527 30
August 1971 210 te 290
Scptesber 1976 200
(Assiacd
Hialaun)

»

Haech 1977 30 to 45

- '

NEW CO-GENERATION PROJECTS UNDER HISCUSSTON

Hixipum
Electrle
Pensnd
ia 1917

1.8 v

2.7 mww

32.8

States

Discussions on-golag.
Letter Agreement to retsin
consultant to study feasi~
bility signed Juse 1973.
Teasibility study cowpleted
Pececher 1978 and oew
being evaluated.

Yiscussions on-going.
Project befng evalusted.

Coutract negotistions on-
golug. Siudies contiouing
oL project parsinclers.

1.4 uul’ Prelisfoary discusafon stage;

5.6 bV

project oot yet mized. Hushy
and P3andE sre fnvistigetiog
altecnatives.

Ia Septeslier 1978, PGondE
propessd to consiruct, owua,
acd opernte project. L-P
vould supyply laad, weter,

sod wood fuel. Letter of
buderstaniliog slgee=d

October 1978, Ad=juacy 204
reliability ef fuel = pply
urdrg revied. Contrict rezoe
tiatious vi-going.

harch 33, ‘1979

i~

Eacliest I
Prejectad Date

&f Opzearica®/ oL

Hi4-1962 b

©

Not yet deteraiced -

LN

Pall 1984 3

~

rd

Kot yet Jdeteraincd

fud of 1982



Project Name
No. sud locetioa
6 Tosco Corporstion -
Avon Refloery

7 Texsco, loc. - Saa
Acdo OL1 Field

8 Uaton 011 Cosjsny -
Coutra Costa County

9 Hobil Chemical Coapany -

Woudland

10  Diswmond/Suasweet lac. =

Stockton

Ll Stautfec Checical
Cowpauy = San Jose

Project Description

Use of cefinery fluid
coke and heavy fuel oil
for produciog power ard
process steam. Coa~
sidering gasification
and dicect cosbustion.

Electric pover/steam co-
gencration project usiog

& grasification process
retusning stesa for secoa~
dary recovery of oil

Botioulng cycle using
watle heat

Electric pover/stesm co~
generutlon project

Topplog cycle using
waluut shells as fuel

Electric pover/stesa co-
grucratica project

3/ ANl cuprcity avallable to the FGaadE syaten.

o

2/ Subject to change and flual coatract sgreement,

Table 1 (Continued)

Date Estimated
Discussious Puo]r.'lstzc
—Begaa N

Macch 1577 80 to 150
Spriong 1573 210 to 250
Apreil 1977 25
August 1977 4
Decenber 1977 Ste 7.5
»
Octaber 1978 14

00d

N4

v

g

WA

Haxjizum
Electric
Demaad
1a 1977

52.1 N

16.1 1w

s mw

3.ymu

6 1

Status
Discussions oo-going.
Tosco's studies nearing
coupletion.

Coutract negotiations on~
goleg. Studies contiouing
oa project parameters.

Discussions on-going.
Evalueting al'etnatives
for » steaa cxchange.

Mobil project still under
cousideration. If project
is asthocized, zorve surplus
ener;y m:y be sveilable to
PGazdE.

Discusslons on-geing.
Acsiting D/5's response to
offer of Novesier 3, 1978,
Discuwasiora vu-goiog. Irs-
linlasiy evglrescing gad
contract puinciples beiny
studizd.

Mazeh 23, 1979

Earliest
Projected Patz

Fall 1584

Fall 1984

Eerly 1933

Hid 1980
If project e
sichordzcd

ot yet detevaloed

¥t yel Suteralacd

Z

v



Table ! (Conttinued)

Haxinwua
Date Estimated Electrie Earliest ~3
FPioject Name Discussions Pro}c\‘ Saze Deuand Projecied Lat /
No. d i =* o -
No. and locatica Project Descciption Degan MW= im 1977 Status _of Opevation™’ -
12 PGandE, 77 Beale St. - Topping cycie Jasuary 1979 0.8 to 2.5 3w Conducting preliminery Early 1902
Saa Francisco feasibiilty studies.
13 PGaudE Gerber Com- Bottoming cycle utilizing Janusry 1919 a4 50 kv Evaluating alternate waste Esrly 1581
presaor Station ~ Wacte beat from gas com- heat recovery syitess and —
Getber pressor along Line 400 workiong fluids. Alr esis~
(Canade to California) slon ezevptions applied for O
fa February 1379, )
Totsel 822.2 ta 1085.4 ¢
[N
(3N
1/ ALY capscity weilable to the PGandZ systea |
March 23, 1979
2/ Subject to change and fioal coutrsct agreement .

00d

I
U

n

n

NIIMO

i

——



No .

1

Project Nace
#:d Locatlon

Husbolde Buy vover
Congany - Eureka

Pyro Sol, loc., =
Kedvood Clty

Sau Fraactsco

Rasoutce Converas.ca

Center - Brighane

——— . e

All cepacity avatleble to the PCandE aysten

fubiject to (hauge «nd fiuel coutract aqrecoant

S

v

0

P01

Table 2

ENERCY RZCOVERY FROM SOLID WASTE PRUJECTS I'NDER ACTIVE DISCUSSION
STATUS RFront
FIRST QUARTER - pancH 1979

Mixioua
Date Estinsced Electrie
Plecunsione 'to]cc‘lSl:o Lecand
Project Description Bogsn ML= in i977
Woodwaste fusled pover 1973 40 Not
plaat Applicable
Solid vaste fueled pyroly~ May 1977 4 Not
eis process produclog o Applicable
lov BIU gas wh.ch te
used as heat sourcsy
for stesa goneration
H .
S011d vesie fusled powar 1967 27 to 40 Not
plact Applicable

.cax;. ’
l.'-:“‘ - 1
L SR
:5 Es,;
[
e
-t;;i::

[ —

=

States

Megotlations on-golng for
PCandE purchece of the full
wotput of a 40 MW woodveste
fucied povec plaat with caps-
bility to burn eunlcipal eolld
vaste. The luzboldt County
Boaid of Supervirors has de-

Earliest
Projected Dat

of O\crn{lgg:

1533

signated Hueboldt Bay Pouer Co.

e&s proponeni of the County
Resource end Becovery Froject.

loterta egreesent sigaed
Janvary 11, 1979, latttsl
dellveries bogan Jaauary 17,
1579, torg-term conmtract
fogotiaticns nracing com-
pletice.

Discus«ions between Clty and
Ciunty of San Francleco,
Seoitary F1ll Compiny (SFC)
end Plund¥ oc-2oing; Pland@
will cike carlet for the
QLery recuserel,

Harch 23, 1829

Jancary 17, 1879

1943

S



Project Name
No, and Location
— e

4 U.S. Steel Corporetica =
Plttaburg

3 California Products
v Compeuy ~ FPresno

Project Description

Sol1d wveste fueled powver
plant with stean for
U.S. Steel requireassnts

Solid waste fueled pover
plaat

Table 2 (Continued)

Maxinum

Date Esticated Electric

Discisslons lro)es‘lSlt. Desand

Began L ia 1977

October 1977 Mot Yot S7.7 KN
Deteratved

Septeuber 1978 3 2

Total 76 to 89

1/ ALl capactiy aveilable to the PCandE aystem except that Cal*fornia
Pioducie proposce to make aveilable 3 KU fron 13 proposed 3 M4 project.

2/ Subject to change and finsl contract sgrecaent.

Status

Fhase 1 stuiy completed.
PCandE hae provided

$10,000 tovard Phase 11 of
the feasibility study belng
sduinistered by Coctra Costa
County. Frogress report
scheduled for veviev April
1979.

California Products Conpany
ocked Placdi in FPobruary
1979 to cunstder purcheslng
steam, Plends (e revieviag
this proposel.

Macrch 23, 1579

Errliest
Projectad Dat

of nE Yol

Mot yet deterzin:zd

ot yjet deteralned



Nare of Seller
Dov Oh:mical Coswpany

Ceorgle Factlic Corporation

Loutalann Pactfic Corporation

Pacific Luaber Compeny

Stauffer Chesical Company

Delaval Turblae

0

0

1

1)
Y\

I\

LY PR

¥

4

t

AN

Table )

POVER PURCHASES FROM INDUSTRIAL FROPUCFRS

STATUS RE VKT

FIRST QUaRIrR - motn 1979

Location of

Cenrration Pescription of
-l Esneration Pyocens
Pitesbury Cae turbloe gencration

Fore Bragg . Woodwaste furled generation

Samon Woodwaste fuelcd gracration
Scotia Woodwaste fueled generation
Martine:z Waote heat recovery
L
Oakland Diesel test facility

Estirated
Monthly Encigy

S 11505
Verleble

0.6 anilllon kvh

2.6 sillicn &k

ot yet
cetlested

0.1 cfllion kwh

Variable

Total

Pelivery
In M3 Statea
15 Contract exterafon under dlscuanlen.

1.2 lutg-tera contract pejotiztiors on-yolng
te jucrease capalbility of deltvery
ficilitlen to & vaedounm of 10 L. Al
deliveries ave "surpial™,

] Long~tera contrast mrgotistinns en ;aiag

to Increase canaballyy of Saitiomay
factlitl. feca 7 N8 to 20 &, AlL
dellvertes cre “suiylue™.

b Tulticl contact unde; Pacific Lusher
sill be propeved to continee discurwions
In carly 1979,

2 Exteting coutract siy be terulnatcd
on oue ronth ucotice.

11.5 Discuselons on-gotngy.

2.0

March 23, 1979

)

A

A

-



Yo, Kaoe of Ent.ty
1 City of Sauta Clare and

Callforala Popeiboard Coapray

1 Univerelty of Califorals

—

e

-

-

Table 4

CO-GERERATION PROJECTS OF OTHER ENTIT'™S ARFECTING PGandE

Locatlon of
Ceneration

Factltny

Sacta Clara

Davis

STATUS REFOPT
FIAST QUARTER - MA&ZCH 1979

Dencription of
Coneration Procesa

Topping cycle, conbustion gas
tuthine with vaste Leat bollers

Topping cycle, distillate fueled
conbustion turblae

Total

Eatinated
Project Stze

)

10

Status
Dauny

Discuselons with City of Sants Clats are
on-guing to accormodite the co-gencration
project.

Discussions on-going; sgrecaent expected
Goon on contractual arringescntes,
Schrdouled operatica Mo [0y,

March 23, 1979



Tahle %
THACTIVE PROJECTS
SIATUS REPOCRT
FIRST QUARTER - MARCH 1979

Date Esticated Date

Froject Naze Discunsiona Project Size Project Becane

aund location Project Desciiption Eegan Hy Inactive Status
Lovtetana-Pactiflc Cor~ Topplng cycle wtllizing May 1977 5 Auguat 15, 1970  Project withdravn st L-P's requist.
porazion - Rocklin woodvaste as fuel
{foteerly Fibreboard)
Worthington ladustries - Solid waste fueled pover February 1978 2.9 August 11, 1978  Project withirewn at Vorthington
Foesno plant Todustries requent,
Hala lodustries Lusber Topping cycle utilizing July 1927 2 Decewber 1, 1978 Custower Mardoved jiun for
Coopany -~ Bleber woodvaste as fucl co-gencration,
C. P, Hartonal end Topplng cycle utilistng August 1577 3 December 1, 1978  Project withdruwn ot C, P. Natloasl
Coln Lunber Co, - voudvaate as fuel fequeat,
Suninville
o S __‘ll Bottoming cycle utilizing ilovesber 1977 i March &, 1973 Project withdravm at reguest of

vaste heat. projvocot.
. ———

Toral 2.9

Not ldentified by tladustry's request.

Harch 23, 1979
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installed and =as roon 2
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the Comrany is atcut %o engage in such
a

-
-
-

-

€0 utilize its sursines at a 33% lcad factor.

C ﬁ'j

Currently Dow is using agprsximately 47C

-~

¥ ] — - - -
- Bfie. T TaveeIGE 4 ‘ ] r L
G S perc,---‘, o~
o o= lin ey uses S T e 4 d 5
- VA . 00 & 3 1~ i
—— wOHN F. EQNNER  ATTACHMENT 13
Croinan on - oo o
‘ Dicsmiment  COMMERCIAL CPIPATICNS NGV 22 171 -
FiLr re s A o oy
' el . . ,\ - o
RE LivTrim ar LS ey . ' 1-7":: o —
8w a3t CCN CHEIICAL CRLANT = : -—~—h“r2}_. |
Pocential Snaggy “ransacelisns with FGands D /
g(f/d / /
November 13, 1371 /
/
MR. J. Y. OE YOON'G:
At a meetiny held tcday by Messrs. W. D. Skinser, L. 2. Revtan, /
A. R. Tedd, O. L. Melesd, 7. 3. Cocper, and mysel? %2 revisy she currant si=ua- /
tion pertaining to possibl:s electris and gas transactiocns between Dow and PCanck,
the follewing conclusions were reaches: /
1
I8 t 1g.28% Sscessary at this time for Mr. S. L. Sin? ey to \
contact :cw $ chiel exacutive cfficer, Mr. Barnes, ia Mzdlauu. .‘z:f"—_.
Texas, as matters are still at a stage whare local contacts can be
preductiva. .
2. An investication as to the basis, i any, upon which
FCandt mizht purciase for peakiag surplus electricizy guneraced
By Cew at ios Fittsburg plant sheuld be initiated., Such an investi-
gaticn should include (in additlon to regular ecomemi: factors)
. consicsration of:
a. The pouezntial benefit=s o FGancZ of turbines at Dow's
plant as a research and develorment srojecs; and
b. The procedures followed 2y Dow in its electri
arrangaments in Texas and louisiana.
3. Discussicns will continue with Daw's subsidiary, Zrazs
Cil Company, regarding the possible acguisition by PGand: ¢f, as
yet, uncevaloped Califsrnia-produced gas.
4. Although the posgsisility zannot be igncred, thare does not
apPear o De a sericus threat at this time that Dow will marker i:s
surplus gower %o NCZa, Fittsburg, Anticch, Berkeley, or any cthe
cicy.
Cow now has 33 MW of capacity at its Pittsburg slans, 5 MW of whizh are
needed to keap the plant functioning a“ all times ané 33 W of wﬁ--n are said bv
Ocw to De availadle for sale on a jeaking basis. Prior studias have ismdicassd -
it was uneconenmic for F3ands o try and obtain this peaking powar New studies
may, however, provide othar answers, parsi icularly if there are auy R and D bene-
£iSs to Se derived 2y 2Cands from surtine ogerations (it iz cur uncerstaniing
that a project). Dow ncw has two Surhine -

ad Paw
2= - s

109

POOR CAiGNAL




Mr. J. Y. De Yocung . -2 - Novasrsaer 13, 1272

Dew's gas preducing subsidiary, Brazos, in its susrens negotiations
P?GandE, is requesting the Company %o sonsider an arran~srment invelving purchase
PGandE, with a 'bank account' apd later at least partial retura =c Sew. 2razss
also wants the arrangement =c he agplicablie throughout the entire systan. 3Iush
an arrangement would e inconsistent with PGandz's exi o a8 scatrasts.

3
Negotiations are continuing and no ccmmitments have been mad

This Department, 'wo:k‘.r.q with othar General Cffice persannel, will tak
the steps that are necessary %o implament item 2. abeve. Mr. Sgroul is recues o
to keep us advised as to the status of the gas acqguisition discussicns with Braz

JSCoorer:aty

ec SLSiblay .
Traonnher
CZCinochi
JASproul '
WDSkinner
ARTcéd
DiMcLecd
LRRswton

[N l)

o
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Pending and Potential Relaticnshize Al
- a4

SOV CEENICAL
3

vl el

AlY

MR. C. E.

SNOCHIO: ' 7e

On January 5 a meeting was held to discuss ths currant stasus of
pending and potantial relationshiss between PGanc: and Dov. Attanding were
the following: L. R. Rewton of Sast Bay Divigizn; H. 2, Persy uad £, M. Heve
of Planning and Fesearch; J. K. Harral ol 5as Pvocurenent: and 1. 3. Eawall,
A. B, Coek, J. 5. Walsh, 5. O, Blois, J. S. Cocper, and mysel? =f cmmercicl

Qperatisas. .
The various relaticnships with Dow fall inte four brcad

Possible locatica by Dow of a new Tasnesium ¢

(1} hlozide procescing |
plant in California, gossibly in SMUD's service area, using inserruipeible zcowss
if available.

(2) Utilizatior of Dow's existing surplus slactric generating capa-
city (33 MW) at its existing Pittsburg plant for pexking purrosas 2y 2Gan3T

Or claers.

(3) Consideration of joint use cf fusure sererati-

- ™ e
el T LUW.

(4) Purchase and/or exchange of gas by PTansf from/vits Sow or i=s ;
subsidiary, Srazes. 1

None of these matters appears to e at 3 stage

where iction Ly =cp
managemant is required at this czize. We are, hcwevar, sentiznuing <o follsw thass
matiers closely and will keep you advised of develscmants, . Cocper will sexv
as 2 coordinator of material related %o the waricus Cow =astears ans s-a ranree
sentatives attending cur racent meeting have seen feguasted ts caep him advigad
of their Cow natters s¢ he in turn can advise all otners invelved and we 2an =han

act iz a coordinatad manner.
Details of the four matters are as follows:

(1) Possible Yew 'fasnesium Chloride 2lan

S. 2Cv has stogred constIus.
ticn of a plont it vas suilding at Dalles sors, wasniagton t3 2rosEss magresium
chloride alreacy contractually commictasd from she Ir-:as Lates. Ssssasion ~as
occurred because cf various problems: increased 32) slectric rites, Loresuses
power shortages, gas curtailments, raduced aizsrzais fzmand far nAGnESITN, 4%

Dew is, however, ziving sonsideration =3 locatien 27 szuzh a slars ia %he 90
service area. Dow's lanager Zar Znersy and Hvdrocirsorns, cexzr Teckar, has meacs
with SMTD's Area Develcogment Manaser, 'lasan Speryy, =9 discuss tha susiecs, bus
R¢ agreemant has Ceen reached. Mz, Desxer plans =2 TeTurn o licrtnern lalllsrmia



durirg tha weex of :a:uar" 16 3nd has indicated %0 !z, Walsh that he will =eu: ;
- |

WAtH us at that time. Acserding &5 Mr, Walsh, Dow is interswuced in snterregtisla
power Irom SMUD for :nia centerzlated 2lant. “hethar 3MUD wauld have zhis tre
.
of powar to sell is a subject we are explorirg.
(2) Usilization of Osw's Surnlus Sacacity as Pistsbure. DJow new has .

~
JE MW of capacity a: IittSburg, 5 W Of which are fseced at al. tizes and 33 W
of which could be nads available for sale on a peaking basis. .r. Perxry's
Departmernt {3 studying the eccnzmis Ssasibilizy :. purshase of this capacity.
Preliminury informacion o data indicates that, on a straight engineering basis, A
peaking :apac;:v MLy not be nesded for system cperations for three or four yeaxrs. '

-
I2 the Paople's Loty initiasive 3hwould Fa83, o if Sho Diakls units shauld b2 :
delay:? uatil 1377, pealting facilities would e needed i~ 197375, (Four 50 4 -
gas tixDine peaking units are plannc‘ for inssallzz.cn in San Francisce in 1974-78,
byt these relata %o t:ansaxssxcn limitaticns rather than systenm cagacity resuire- |
ments. The lead time cn such units is two years.) Although the Dcow units have %

no particular unigue wlue from an R and D stand soint. or because of their locatien,
it is recognized that 'is may be the mest advantagecus “ime ts make an agreemens
with J2w. They are seeking additional reveruss and 2Gan<s offars the best zossi-
bxl;:y of a scurce c¢f such revenues. Also, such an azrangamant would ZUC 5O Dafde
ficial usz: this gower scurce and wsuld stop discussion of vague and imgracsical
ailtarnatin a::::;1a31.= with others (“hi:n hcw.vo:, Say be only a sargaining
g2int ZTeing ured v Dow). In sum, a reascrnakle cffer nay Se accegtatle to Dow.
AS scon as ﬂz. Parry's studies are completed, :u:h an offer will ka given gromgt !

i

i

-

attension, '

(3) Consideration of Jaint Use of Tutura Gemeratisn. Tsewhere in the
Unitsd Statas, 1o/ nas entered 1a%c (or propesacd) wvaricus ar gﬁqare"ts which
contenmplatad sharing generation with local elecerias suppliers or providing backeup
£ the utility in che area. 35cme of these ar Tangaments have teen Sroughc up by
Dow simply as a 2arzaining device to cbtain lower sass scwer, Althcugh it apgears ‘
that i< would be 1280 or 1981 beforas any such "sharing rozcsal" weuld 2z & meric i
for PCandZ, i Dow sheuld want o discuss such a progesal, we are willing to fise- J
Suss it with them. At present, SMNUD dOkld also probacly have to wait unt 2t l
least 1930 before such an arrangement could be conzidezad. e potenzial abilisy
of 31D %0 30 act is a1 mattar sging sx;lc:ed. “hat the 1l cities aigat do i3 |
teo cpeculativa to evaluate. (As pointed cut in Mr. C2ok's memo of Nevemser 12, i
1971, =here doss nct agjear to be a sericus threat shat Dow will markes it3 exist-
ing surplus to NCFA.) -

(4) Gas Furchise Agresnants. Dow's gas preducing subsidiary ara::s

pao B § -J;

in ita surrent negotlations wiii PGandE, is requesting the Company %o cansidaer

-

an arraingerant lnvelving purchase by PGancI, wisth a 'bank assount' ard lasar as

-

ltast parzial return t3 Cow. 3razos als- wants the arrancement to be applicsasls e
throughout the n:;-e systam. (Zarlier wuis year Cow wanted sush exshancs rishes -

-—— - l” - - :
to extend cutside California. This was wholly unaccectable.) Such an incrastats
arrangement would Ze inconsistent wi FGanct's existiang gas contracss. Nagssia- |
ticns are continuing and no ::z:i.:cnts rave bSeen mace. The take of e.xczess l

112
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ATTACHMENT 15

AL i3 4038 4 .

-
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SURPLUS ZNERCY

TH:S AGREEVENT, dated as of QOctober 25 , 1976, by

and batween Nq.u-RN CALIFCRIZIA PCHER AGENCY, a joint powers
agency and public agency created under the laws of Calilomni:z,
hereinaf+sr called NCPA, and Secrgia-Pacilic Corpgeraticsn, a
corporation organized and existing under the laws of th

State cf Georgia, hereinafter called Gecrzia Pacific,

PITNESSETH:

WHERESAS, Gecrgia Pacific gernerates electric power
at its glant at Tors Bragg, Califcrnia, hereinafter called the
Fort 3ragg Plant, and desires %o sell cthe additional enerqgy
so generated suzplus to its needs; and

WESREZAS, NCPA desires to purchase such electri

energy from Georgia Pacilic; o3

NCW, THEREFCRE, the part:es agree as follows:

1. NCPA will purchase, and Georgia Pacific will sell,
electric energy generated at the Fort Bragg Plant surplus to the

needs of Georzia Pacific, as provided for herein.

Gecrgia Pacific shall contact NCPA at the cffice cof
its Executive Director, with informaticn con the guantitles
of surplus rower available and the times that such power will De

available. Unless otherwise agreed, this infocrmation shall ke
proviced to NCPA no later than 2:00 p.m. on each Friday for the

next consacutive weex.

anersy =< g2ld an ranant sagual *n & P22 RLi0wW2StT agul
~a o M
b2y PASZ -

srEzishT . i




o

12 Pacific shall BHill HC2X for ll suel ..udqy supplied in

s

¢ calendar month within ten days afzzar the 2ad of zuch moats
i XC2A shall make payment within 30 days after zoceipt of such

'
P

The price specified in this section will be adjusced

/ard or downward, effactive everY January lst and every July

a’Lar tke date of this contract in accordance with the per-
*ays 2f increase or decrease in the Comsumer Price Indax,
.. I*toms, U.S. City Average, Unadjusted, (published monthly Sy
» Sureau of Laker Statistics, U.S. Department of lLabor). 1If
yiication of the Consumer Price Index shall be discontinued,
: parties hereto shall thereafter select and use in lieou there-
a substitute index for the cost of living for the State of
Lfornia, as it shall be computed and published by an agency

che United States, the State of California cr by a respcasible

ncial periodical of reccgnized authority, such scurce to ve

b

.ected by the parties hereto.

3. Georgia Pacific shall hereby assign to NCPA any
jats Georgia Pacific will have now or at any tipe during this
seerant to purchase any right or interest in Or to tle step~

mukstantion constructed for the Fort 9rugg ?lant; provi ag,

.rever, that no right to purchase the real preperty belongiag
Georgia Pacific upon which the step-up substation is lccatad

11 be given or assitned to NC®A. In the event NCPA dces
juire through this assignment, any interest in the cubstacion,
i further in the event that subsegquent to acguisition this
-semzat is terminated, Cecrgia Pacific is hereby granted the

¢ =9 buy any and all interest of NCPA to tie substaticn at

' cusst.
4. This ayreemwns Jay Le taTmIngted Dy elifthew= Daney
Sy PAGE TWO

'« 3.1

Al




giving one years noticaz in writing to tha other. The =ne vear

Shall commence running as of the time of tie raiiing or personal
'

delivery of said notice, whether this Saming coincidas with the
annual period of this lease or nct.
. S. All notices reguired herain shall be mailed to

Geczgia Pacific at: 30 West Redwood
i

Avenu
Fort 3ragg, Califormia 335437

All notices required herein shall te mailed tc NC2A at:
Attention: CExecutive Jivector

1400 Coleman Avenue Suite 5 27
A , Sanca Clars, Calilfornia 92050
6. If Georgia Pacific shall hercafter offer =0 schedule

——

power to NCPA on a firm basis, MCPA and Georgia Pacific will
negotiate on a revision of the tarms of this agreement to reflect
the value of such schedueld firmm power.

7. This acreement may nct be assigned oy either party

without the consent of the cther, which consent shall not ke

*

Qareasonably withheld,
IN WITNESS WHERECFT, the parties herets -ave hereunto sa+

their hands the day and year first above written.

-~
e = g
&5 ( w— ' /-s-,’/'

NCRTHERN CALIFORNIA PCHWER
AGENCY

. ) W

B_Q‘/ﬁa 3\& ( L.{,.r«'.—s

g £ O, w3
NS
- - -
Its f‘f‘ Trasteers,
NOV1 8 1675
- -iw
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| Foeryoond A M NA/ ) A\ 5 N\ M
o — '\O "J" I‘<\} CA] LIFC NS POWER AGzNCY

. 227 ST PINE STREET (2033 2830641
. i

LOD!, CALIFORN!A 95240

CHAIDMAN GENERAL COUNSEL LEGAL ADVISS
GARMY G. GILLMOW, MmavYOonm wRTIN
CITY OF SANTA CLARA - ST B EARL O. MURPHY, CITY ATTORNE "
I3 CAMMTOL MALL CITY OF REQDING
. SACRAMENTO, CALIFORMNIA 33814
VICE CHAIRMAN ‘
SECRETARY

RICHARD L. HUGHES, MAYOR
EXECUTIVE DIRECTCR

CITY oF LOOY
& = NORMAN P INGRAMAM HEMRARY A. GLAVES, CITY MANACE'

1400 COLEMAN AVENUE CITY CF LOOY

SANTA CLAAA,CALIFORNIA 310350

{a08) 2483422 ”3‘/2
. - o 1925
Novemper 1, 1975 o ’7'7;’/_)

Georgia-Pacific Corporation
90 West Redwcod Avenus
Fort Bragg, California 95437

ATTENTION: Mr. F. C. Holmes

‘ Dear Mr. Holmes:

On Cctcber 28, 1976, the Commiszion of tha Northarn
California Power Agency (NCPA) authorized its Chairman to sign
the agreement for the purchase and sale of surplus enarcgy wiih
Georgia-Pacific. They further requested the Chairman ta gbtain

certain clarifications.

: One of thess clarifications is contained in Mr. Ta
letter to Norman Ingraham, NCPA's Exescutive Dirscter, cda
October 27, 1976.

This lettar says and I quotea:

"This agreement shall take effect 30 days after NC
has cbtained the agreement of Pacific Gas and fle
Company to transmi: energy purchased under this a
ment or terms satisfactory to NCPA, provided that 2
such agreement uwith P.0.&E is nct obtained within s
months from the date cf this agreement, this agreem
shall never take effect.”

The second clarification wvished is ycur concurcence
this contract, while in force, pertains to a-L 2y pa-us‘e@a 3
~ : Iy )
procduced by (escrgia=Pacific.

Ty T
LT )
< er




L. TR A8

z @ 40590 )
Georgia-Pacific Corp. -2- November
If you concur, will you pleasa inlitizl and cate

£t can than be a

lotter signifying your concurrence. I
as part of the contract.

sary truly yours,

orman P. I
Executive Di

ire T
Northern Califcrnia Power Agency

Approval for KLCPA:

8y its Chairman

8y V\ﬁtax:;-WNé!S&u~v~- , 1ts Gensral Counsal
NOV1 R 1876

Date:

Approved by Georgia-Pacific Corporation,
Nerthern California Division

\—// M
By,//’;Zf:fVJ/T ,;? o , its GCeneral Manager
(—— )

Date: 7’7/‘«-' £ /926

~— ——
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PACIFIC GAS AND ELECTRIC COMPANY ;,“}«.e e

Shanta _ — ,. -

035 i = R
;}‘:///2- \:k‘}ll‘,‘_

Shagzty Cam Ares P.U.D, Gie =t = |2

Jude Peport U e E\_a:

Suly 27, 1953 ! L —

MR. R, W, JUYCE:

This repart is intereating {or several rsasans, meat of which are not
readily spparent.

“e heve no exact information regarding tha nusber of active elsetric
accounty which tha District ssrves. Cur firures indicate, howvar,
that tliey bave lost 26 ustomars to us in ths lazt two =ome-3.  licw
serviceg of which we obltaized 1J and the PUD 3, vore exclu.sd to arrive
at that figure.

I wndarstand thet this is tha first tiza that t%2 PUD has showm a net
losa of customers,

This copotitive pressure hos canesd tha MUD 42 ralax its colloetion
cemancs, resulting in an incrsasss in i3 electris accounts receivanie.
Water actounts roceivable ar2 normcl bessuse tha FUD bdesrs down ca itz
water customaers wio take elcetric soovice from us. The PUD’'3 electric
demand appears to be dropping and tills accounts for the lower anergy
cost,

Ve belisve that tha PUD's walving of charges for elsctricisy for tha
@onth of August i a resul? of tha insroisged ccozestitive prszssure we
have beea putting om them. k2 must ceatr thin caojercus preceus=at in
scoe mamner ar we zhall cartainly lcso customars.

The PUD's action irdicates the need on o part to sZep up cus copatitive
e’fort. Thia we ave doin~,

e fourth parsgrezh indicat»s to us that ths PUD and Dsaben have had
sooe prelizinary discussions. If tha PUD thinks they con charge us with
respansibility for the valtagy surge, we cam Le sure they will do {=.

We will be alert for oy naw develorments.

L. ¥, BRILLIO2T
LA/ za ’xfku \\C)
or: JSionner EXuse

RiPsreraom’ Viedzzn

Muels. nnen | 1A

o
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100 COPY

PACIFIC GAS AND ELECTRIC COMPANY 7

<A —
2 PelE
N re

A = '

Shaata
Q35

Shagta Dea Area
Pubiliv Urility Diatrict FILE NO.

January 4, 1966

The attached urief report from L. E. Blew indicates that our
increased conpetitive pressure is showing results.

The P.U.D.'s increased power use has been sold to large users
and the lower 3illing rates have reduced its revenue. The
P.U.D.'s operatiny expenses are alzo ipcreasing.

#We will Leep the pressure on.

L. W. EEILLRART

LwB/ma

cc: JFdouner
RiPeterson

JFRoberts
SLSibley

Enel.

FOOR CRIGHHAL

'&V’"éii“ o -
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ATTACHMENT 19

" z A M tJoo 4C®PY =7

PACIFIC GAS AND ELECTRIC COMPANY
Shasta = Lascude - Central valloy

s

devalar SOA-7TD Joard of Dircctosu “peting
Yednesdzy, Jammary 19, 1066

Jeagary 20, 1966

M2, QMI0I 2RI

The meetinry was brick aad meventful, There ware no otler” visiicrs besides mywell,
e directars, mancger, and elacirie sucerintcoadent bad littls to sxchange,
Corrsspondence passed @istly 3oz cne direstor to aothar, md the fiazoeial
statament, cOry attacbed, evexed litila cormens, Price did nots thet o 5520
swplns i tho Speeial 2cad Axintenazee Jistrios 71 fund for stroet lighilng wvas
now listsd as & tax allocaticn wmxiay “ower rsverucs,

car broakdowm of the Distriet's eloeotris revenue and arpenco shous a dasline ia
thalir growll rats corpared witid preuvicus ysars, 7oy instarce, cleglric salces {ow
montas endicg Decemver 1/€) wers up 1i .6 percest comnerad wild za izsrossd

anly 6,3 percent ia tha last 12 =catia, Elesizis revercs for the 12 zaat:s
exding Sece=cer 1944 was up 10,]1 jarecent cosnarsd with an insre=asze of aaly 2.6
pest in the lagt 12 roathe, Cost of power for the 12 ==aihs anding Secemcer
1565 was up gnly 2.2 pervant cosparad with an incrvese of 7 percent in ths last
12 montis, d<lectris exuease, (including stress ligniicy and «12,153 fras powss
ia Auzust 1565) wvas w Y,1 perecat £or the 12 oonths endisg Jocemver 1754 cexpersd
wvith ag iocresss of 20,3 percenmt for the last 12 moaths, .8t electric rovwuxs
for twe 12 months eniiny December 1544 was up 1l percant, counared with & decrrace
of 25,2 percend far t29 last 12 meaths, I we add the 512,153 wortd of {res pover
ia Azgust, hoir net elscstiric revene would still Se down over 2.5 percent .n tha
last 12 months as comparsd to 1984,

RE
K

The oaly reasca that the Jistrict didn't expericnce a decrease n sales and
revenng delow the 1964 lsval was dus 0 the iscreass of iacustrial aod commercial
losd, The Jisztrict lost 35 doamsatic cuastcmera daring the last 12 montha, ut tha
new Farrers “arket, Lacodromat and 150 4P kog at derun !4lly exceeded their lost
do=eastic load by over 220 T,

At the present rats of srowth, the District revemues should fall dalow thelr
170,000 bmiiget by nesrly 35000, I it shoald haroen, 1t would be the first tize
Zross alscilis revenues hive 2ot excsedad the budist, This i3 tha direct result
of the sales effort of both Zepresentatives and clesariy {1llustrates what could e
done «1% =ce sales t0ols and maopawer,

L, B, AN
LE3:ba ,
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D12%27ance o
Seecmiar 155,

Inarecza

1068 1064 (T~317~289)

Acccunta Deesxivable $ L,um,23 3 L2,01,76 ( 2,73)
£lestric 2ovinne Lg.{A'IJ.é? 1;.277.33 g«é
Vatar BEgvenus :3.'.‘.7. 73,25 .~
Total 2gvesne U Goveserd T 935C53.5% 5ot

Zaiszce 16,550, 10,503,22 (12,53)
ilectric Sovenmme Docscder ose § 13.1.73.67 $ 12,8722 5.5%

Zlootris Sevenua per o L2245 JA237 ( 5.7%)
Zlsstric favenns 12 zcnids 182,1,.57 157,578,258 2,83

Hestric leveosue 12 montas per kit L2232 02259 ( 2.23)
' Powar Coat per kvh L3240 L0331 2.,7%
Power Cost 12 womthe h’.m& U‘.m.rr 7.C3
Mowar Cont 12 reaths per o et ptot ot t) et
Slectris Sopense rer 0 0433 2'2940 8,7
Lcetris Zpense 12 ronils e 113,252,082 ih,127,23 .73
Zscetrie Ipsase 12 ==aths per bvh e’ L5 § s o33 § 2J5

Ret Zlcetris Reveans Dacembar $ T,791.76 $ 3,317.55 { 6.22)

et Dpotric Levenne per tA +X538 X359 (35.22)

et Dectris leverue 12 menids - M.}:'S.Ql 52,569.20 (25.22)

ot Tectris davenus 12 montds per bwb +R03X7 (29..3)

- MLX & Dapeaits ia Lisu of Credis
Yater $ A4 $ 5,9m.82 4.3
Rsetrio 36,0 pons 190,34
Powar Purchases in December 1,504,000 v 1,420,400 o 19,7%
ower Parcrased 12 mcaths 13,155,400 od 12,333,400 aeh 8.3
#ee ictzal cazh recsipts - oot axomt billed X \ 7
s leleets 312,153.05 free rovmr in Auzmad J ¥ B
‘ * DBxmudes 312,1050.°5 free powar in August
nes AR
i L‘, A 4 B \aﬂ



CURRERT ASSTTS

T o anh e eant
Cash e Baos o o™ viva =
Cash o Bauk oF modtva = N,
Cash in Crocker Litizens Ju:

Cash in
Cash in Crocker (i
Accounts Receivabla
County
Total Current Assens
FIXED AS3SETS:
Land, Stghets-of-Wav,
Water Svstem
Eleceric Svstom
Parks
Buildians
Machinery

and |

and Eogui peawent

&

Crocker Citizens Bari.
tirens 3anx

Tax Allocation Recet.ab

and

-

AT D T
s 45
L2 .39
343.3%
# .93

AL

.
.
r
V-

eeDos Ll s

S Savings .
Nl ]
-

& = D b b

o &

S 407
.Qa 8h

:")

LMoV et s S
noﬂ.
ub,} '_'o
3,530,227
’1(..)\1._‘.‘
51,3528 . 1970

,

Lenst Allowance Loe Dopreviation (est =suited) T
Total Fixed Assotss
PEFERRED CHARGES::
inventory of Mailerials $ 30,198, 9¢
Prepaid Water (Estimazed) 8.0uG .00
. Prepaid Insurance, Bond Feiling fosts, wot:. 5,238,119
Total Neferred Lharges
TOTAL ASSET
o A niLITIES-
CURRENT LIASTLITIE ral
Noces Tavable 3 0, u00.Co
Centracts Payables (Current Forsiown) R 572.0
Bonds Favable (Current Porcicnm) 12,00, ¢
dertgage Pavabie (urrent Soriiocn 2.795.?"
Linc and Subscacicr Lease Tamenty (Gurrc=nz Poreiom) 22,931 .64
Accounts °ayab.e 5.595.1
Customers' Cerosits ., 2,854,923
Accrued Pavrell Taves 124,57
Accrued Interest Pavable 5, 618,72
Total Current Liabilicies
LONG-TERM LIASILITITS:
Contracts Pavab.e “Churtent Moerisa) S ii,4u1.C0

BC:ds Pavable (No. «Cy i =ent Particn) 200,600,000
Yortgage Pavable (Non-vurrent ~oriioen; 11,326,454
Line and Substaticn Lease Parw=nzs :X-.n- urrent Sortion) 128,231 .64

Tctal Long-Term Liabiiiti=s

CAPITAL AXD ACCUMULATED SARNINGS:
Capital, July I, l¥e) § 749,432.388
Revaluation Surpius L1 ,R63.0k
Current Earnings (5 Months) 58 ULh, 1%

ictal Capital
. T0TAL LIABILITITS

NOTE: This scatement was prepared cithont e use of yonerally dcCepted

auditing procedures.

MEDANIEL AND ANCEZRSON

¢ CEATIFED SUDBL.C ALIQUNTANTS . EDDING. SALIFONNIA

&4 ,U37.15
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SR NATEX PR PAR NS
S B F TR R
1.e8 ' 8191 .29%.39 § 51,006,642 § 80.283%.8: & -
caameetions, Extensions, elc. % Pe37 7,429,484 Jﬁh.ﬁu p 3 e P9 %
cnat» Tax AbTovat ioens T Db 18,750,060 o ko 11,100,6G0
o)l Revemwe Sand T B S J7,.I83.56 S 8!.':'_'.- 11,615.53
WO ERITINNE
J .'r.'::—'.-!.i.w:. Water vl Powee 3 .o20 ws 8 0.627M.20 § 271,200,750 5 -
Wade s, Adstnisteativa 1L, a0 .50 H,630.08 4.337.40 578.32
‘verating Expense 12,.788.10 2. 86,61 Q. 977.49 -
vainsonance ard Rwerrics 7,8C7.90 L,A01,17 1,854.43 &.352.25
‘eoavegiasicn (Estimted) 1!.560.00 4,860,000 6,150.00 5730.00
Iaturest, Bonds aud Nores 5. 331,22 2.858'.20 e,200,0% -
fotzl Direc: Expe2ase S 82,931,57 8§ 39,232.86 S 43,.2vu,.1- 3 5,500.37
SEDIRELT ZNPENSES:
Mainte mapes., Builcings 5 24.94 ¢ 12,47 § 1247 § -
.‘-!zin:enange. Cquipment L85.5 242.70 242,70 -
“Eiice Exrense 1,150.99 033,04 L5040 37,58
dprosessional Services 1+187,73 564.17 334,17 39.3%
ipsurance L.9'2 .00 420,64 109.1h 191.20
auzorotive 1.253.33 401.08 39.22 213.87
tnierast, General %27.8% 260.98 170,21 22,59
cols 137 .01 48,64 48 .h6 3973
Suroiics and Yard Expense 24,47 14.30 9.33 1.2%
Travel T 51 38.91 25.34 3.28
Miscellanecus 221 .87 127,58 83.20 11.09
Payroil Taxes L1a .47 249.82 162,93 <1.72
Collezticon Exrense 277.00 166.20 110,80 -
Dues and Subscristion EALN T £6.82 65.82 7,04
Telerhone lai.3d 84,12 «7.33 2.8?
Enclovee Weliare 774.33 326.43 292,39 +29%.51
Peilities £38.2%6 - - 288.94
D‘reccors' Fees 1,5:0,00 712.50 712.50 75.90
Custcmers' Dividarnd 12,.9%.33 - 12,198.35
Jerreciation (Esci~ated) 3,530,650 2,280,900 3,034,190 204,00
Total Iadirect C¢rense 28 7 Lk % A AIYLD 'S D, INY, IV § 1.5s1 4
weeal All Expenscs S:hi, T2 8 B LBT.20 3 3 .atd, Sn 5 Jietrs 1ol
Vet Income S 58,01 $§ 41,122.60 § 12,970.G7 g 3. 053,52
Accusmlated Earnings te 6, 3063 769 317 .88 219,174 .29 - 256.192.'° 7a, 124,440
vecumu lated Ravnunps to L2711/65 S807,%79.07 $460,223.89 52h9,162.325 S7R,077.92

A pa—
R

This state=ment d wizh

rocedures.

w48 Dprenarce

gererally accepted
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- i N ATTACHMENT 20
. Z A M I3 86 3435 . o e
BEZCRE THE PUSLIC UTILITIES COXMISSICON CF THE STMAIN OF CALIFORUIL
. g ’:: e A
Ia the matter of the applicaticn of ) & —
PACIFIC GfS AR ZL:..TLI: CCLRANY foz )
a cert'“'c te of public convenicnce )
and nec Lty to co“.truc., dnstall, ) application MNo. 53127
ore*a--, maintain, and ugse Unit 11 )
at @ Geysers Powar Plant together )
w*th transmission lincs and related )
facilities, (Electric) )
)
PROPCSED DICISICH
SUBMITTED BEY NORTHERN CALIFORIIA POVWER AGENCY
AS IRTERESTED PARTY
Pursuant to the Examines's suggestion (RT 143,
lines 1-2, RT 144, lines 13-15) Northern Califernia Pover
Agency 2s interested party submits the following propesed
decision con the pending applicaticn.
Apolican: ‘eguest '
Pacific Gas and Electric Ccmpany (PG&Z)’ =eguests
an .order of this Commission issuing to it a certificate
under Section 1001 of the Public Utilities Code declaring
that the present and future public convenience and necessity
require or will require the constizucticn, installation,
operaticn and maintenance 9f Unit No. ll at The Geysers Pcower
Plant in Soncma County ¢
Baclecround
Pursuant %o prior authorizations of this Commission
. g
-

B
e
wn

(S |
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nd 8, Nerthern Califcrnia Power Agency

[ 28

or Un
(NCPA), a joint pcisars organization of eleven northern and

ceatral Califcornia cities, reguested an

(o8
o
U
W
1
S
0
o
(1]
o
H
}
o
u

at which'*- presented its contention that the contracts by

hich PG 65 woqld cbtalin its steam supplies for thcse units
viclated the federal and state antitrust laws, and were
against the public interest.

Oa Novembaxz 10, 1970, this Commistion issued its
decision lio. 77318 holding that thers was no nsed to deter-
mine the issues raised by NCPA. This decisic- was anaulled
on review by the California Supreme Court, Nerthera Califor-

nia Power Agency v. Public U

r

ilities Cecmmissicn (1971) 5 Cal.

l. Units lios. 1 to 6:

»
N

. Decision Mo. 523243, April 7, 1859, Application No. 40641
Decision lio. 62243, July 11, 1961, Application llo. 43331
Cecision MNo. 67858, Sept. 22, 1964, rzplication No. 46807
Decision No. 70940, July 12, 1966, Applicaticn Ho. 48443
Decision No. 73646, Jan. 23, 196L, Application MNo. 49869
Decision No. 74926, Nov. 12, 1968, Application No. 50355¢

7 and 8:

' . .
Cnits MNecs.

[
0
\0
o

Decision No. 79402, Nov. 23, 1971, Application lo. 5

w
to
w
(5]
w

(B

bl 1. - b= s .t
' :;;;.LCQ.LOTX 19{ = I

o4y 126
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34 370, 95 Cal. Rptr. 18, 486 P.24 1218, which held +h-at
this Ccmmission must consider the questions raise< by NCPA
and must 2xpress its finding and ccnclusicns spacifically
as to each of the material issues raised.

In Decision No. 79402, dated Novembsr 23, 1571,
this Commission mada detailed findings of fact and conclu-
sicns of law on the material issues raised by NCPA, and de-
termined that the certificate should issue. NCPA's peti-

ica Zor writ of review of this decision was denied by the
Calilcrnia Supreme Couxt on June 7, 1972, S. F. No. 2237¢.
Meanwhile PG&Z had sought a certificate for Units

Nes. S and 10, and the parties had stipulated that the

recsxrd in the proceedings on Units Nos. 7 an

(SN
@
il
e
)
3
(!
9]
(1]

used Ior determination of NCPA's objecticns o th2 new uniss.
By Daclizion No. 79403, issued November 23, 1971, this Com-

missizn granted the certificate on the zame findings, and

kh

NCPA's unsuccessful petition for writ of review on Decisicn

79402 ZIncluded Dacision 79403. .

The applicaticn for Units Nos. 9 and 10 considered
for t=z Zirst time for The Geysers Power Plant the reguire-
ments ©I this Commission's Ceneral Order No. 131, acopted
June 2, 1970, which require that this Comnission ccmsider
the i=zact of proposed generation and transmission facili-
ties =—zc5a the air, water, land and other aes<h :ig, eaviron-
mentz. 222 ecological requirements of the public and of

its s-z2rzy needs.
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PGLE's Prozosal
PGiE ncw pr> .:es to install Unit No. 11 at The

Ceysers Power Plant, to coasist of cne 105,000 kw net
capacity turbine designed for steam at 100 pounds per
square inch éauge and 355 degrees Fshrenheit, cnz 132,000
kva, 13,800 vol:, hydrogen-cooled generatcr, cne direct cea-
tact condenser with gas ejecto:s anéd condansate puaps, and
one cooling towar, tojether with related facilities, Trans-
formatiorn will consist of one-132 mva, 13.8-230 kv, 2 phase
transformer. The Unit will bs provided with a stean supply
of not less than 2,000,000 pounds of steam per hour at a
pressure o 100 oo:nds per square inch gauge and & tem-
perature of approximately 355 degrees Fahrenheit.

The location of Uanit 1l is planned to be ckhout
one mile north of the Units 7 and 8 site on lard tc be pro-
vided by Union 0il Cecrmpany of California (Unicn), lagma
Power Company (Kagma). and Thermal Pcwer Company (Thermal).
A building permit to coastruct the unit will be cbtained
frocm Sonoma County.

The transmission facility will bs a 230 kv double
circuit tower line witu one circuit strung, originating at
Onit No. ll. The line will be 1113 MCM, 6l-strand aluminun
cable with summer normal and summer ema2rgency capacities
of 318 and 387 mva, respectively. The route selected gro-
ceeds southerly awout 2 miles to a junctien near ‘Units Nos.
S and 6 with an existing 230 kv transnission line con-

_ a 5 : SR ; e gy
structed for those units. A 230 kv disccnnecct sw
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be provided at the tap point.

With the comgletion of Unit !No. 1l the tota
ret normal cperating capacity cf The Geysers Power Plant
will be 502,000 kw.

The estimated present cost to install Units
Nos. 7 and 8 is $13,333,000. It is estimated that escala-
tion could add $l,008,000: $34,000, and $24,000, respec-
tively, to the costs for production, substaticns, and trans-
mission fac litie A detailed estimate of the cost is
shown in Exhibit H to the applicaticn.

. The development of annual cost of power for Units

Nos. 7 and 8 is shown in Exnpibit I ¢o the application. Th
average delivered cost of powzr on éh“ basis ¢f present

cost for cperation at various capacity factors is as follews:

Capacity Factor $ Cost-Mills/kwhr
70 6.46
‘80 6.05
90 " 5.74

For the cperation of The Geysers Power Plant,
PG&E has entered into a steam sale agreement (Exhikit ¢ in
proceedings on Application 518%92) with Union &o cover
Union's interest in the steam prcduced from the lands

+ 1967. PGSE has also

~J

covered by the agreemant datéd June
entered into a parallel agreement (Exhibit 3) with Magma and
Thermal which supersedes an earlier agreement dated
October 230, 1958.

- . ' . ! "
PG&E states that its operating experience of

w
O
o

T n il . A S—— —————. i . AN il s A o wnn &
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‘ Units hos. 1, 2, 3 anéd 4 at The Caysers Power Plant has
been, and is, satisfactory. Tests on the geothermal steam
wells develcp2d on land from which steam is availadble to
Magma and Thermal in Soncma County indicate that steanm caa
be produced in sufficient gquantities to supgly Units Nos. 5
and 6, as heretofore authorized. Exploratory wells have

bez2n drilled in the area in which it is planned

Units Nos. 7 through 1ll. Additional wells to s

3
.
'

to the units 11 be completed l4 months prior

me'c-al cperating dates.

PGLE desires to proceed with the

Unit No. 11 to comply with the terms of the geothe

stean sale agseements, to provide an additional
sourca of powver for its North Bay Divisi
the ccnservaticn of fos

xal steamn.

Exhibit E to the application entitled

shows PG&E's actual
1571 and estimated loads and resources for
average years for 1972 through 1981.

Rates to be charged for service to be

installa

bo:h.

to install
upply steanm
to their com-

tion of

ermal

on and to promete

sil fuels through utilization of

"Area Loads"

lozds and rescurces for 1967 through

aéverse and

rendaered by

means of the reguested construction will be PG&EZ's system
electric rates now in effect cr as may be authcrized by the
Commission in the future
titrust and moncsolv issues ’
At the hearing on this application, PG&E produced
' at NCPA's reguest a2 witness to testify with regard to PGsE's
L A - Z:
: 40 130

I —— .
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policy tcward geothermal steam sucplicrs in The Ceysers

arza, and toward lCPA. PG4 selected for tihis purpose

Union, Magma and Thermal. It appears from the map of hold-
ings introduced as Exhibit 5, that these other suppliers

- Pacific EZnergy Corporation, Signal 0il Company, Get:ty 0il

Company and Shell Oil Ccmpany - tecgether with Union, Magma

and Thermal, ceatrel virtually all the steam-bearing lands

in the area. Apparently the discussions have not prograssed

to the point whare a contract is being negctiated. However,

Mr. Hall testified that it was his rasponsibility "to indi-
the -

cate to Antarected groups that the company was interessted in

acguiring their steam supply.”™ (RT 18, lines 24-27) His

testimony indicatsd that PGSE's pclicy is to obtain the same
kind of control over additicnal suppliers of stsam that it

2
has over Union, Magma and Thermal (RT 20, line 5 to 22,
line 2).

Mr. Hall further testified that PGLE's policy
is that Unicon, Magma and Thermal would not be allcwed Lo
supply steam to an IICPA ganerating plant (RT 51, lines 2-7),
no matter how much steam was discovered in their holdings

#

t The Geysers (RT 31, line 8 to 53, line 17)., althocugh t£h

_ ~ iy W . i L
Company has macde no determination asz £o whether it will
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increase its own planned rate of

» = e~ - -
megawatis per year.

The witness also testi

not underxtake certain specified

NCPA if the latter attempted to

Zied that 2G&i= would

construct geothermal gensra-

tion in the Geysers arca, and that PG&E is cpposed to such

generation.
"MR. McDONOUGH:

one step on.

ohrase the question and move

"Q. Under the cirzcumstances that I described in the

previcus gquestion, where NC2

stean in The Gevsers field £

rem come supplier other

would share transmission facilities or provide trans-

mission service for NCPA?

Ll
'MR. CPRAlNE:

I object. 2Xga

h

ther and further aZield
" pe .
MR. McDONOUGH: I think we

whole situaticn in The Geyse

in, we are straying fur~

rom Unit 1l at The Geysers.

are dealing with the

rSs ir. Crane, I think

we are dealing with the extent of contrel which PBG&E

has or intends to have over
"EXAMINCR GILLANDERS: Mr.

bringing it up, but we hava

Court once and bach down agaia,

The GCevsers fielc.
Crane, I hate to keep
been up to the Suprens

- PR U———1 - § - le . - -
OT CONEIO0L ang ansiltrust.

.
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o
And the Supreme Court told this Comaission that
if the parties don't bring up the issues, and
there are any other issuaes it might think of, the

Commission is sua sponte again, aad supposed to

bring them up. 2And, certainly, as far as I an

concerned, Mr. McDonough is bringing up things

the Commission is interested in, and before thi.

hearing is over, I am going to ask everykody con-

cerned if

they have exhausted the guestions re-

carding the antit

Jb.

»And, if I can think ¢f some sua sponte, I
will 2sk then.
"So, let's keep on going to the point whare

the Supreme Court would say, in their viséom, they

thought the Commissicn ggve everyon2 an opportunity

to discuss the antitrust. And, I would algo sucgest

- -
e -
-

that antitru Su

rese Court, is

isieon tly,
»
if

not a bad dec co

H

ec

they said the Commission could £ind, it wanted

-
-

to, in its wisdom, that there might have been worse

violations of the Cartwright Act.

=

"However, if it is in the public interest,

let's keep on.

"THE WITNESS: I think the

MR. !cDONIOUGH: Q. CUnder

geothermal generation unde:r
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in the las% guestion, is PGLT willling to enter iats
reserve aand standby agreemenzs with NCPAZ

"MP., CRANS. For the receozd, I will make tha same
ebjection.

“THE WITHNESS

2
o
o
]
"
@
3
0
ot
.

©
th
@®
(]
>
&
{8
o
ot
-« 4
®

generaticn at the Geysers is a benefit tec all of
our customers and that NCPL is enjoring the san2
economical source of power for the wholesale ratz
they.are now being served by. -
"Q. Then, it is a fair summary that the company
is opposed to generation by RCZA in the area re-
gardless of who the steam supplier is?
"MR. CRANE: OCObjection, miscoastruing the witaess
testimony.
“MR., MeDONOUGH: I think +he witness can tz2ll me
{f I am misconstruing his testinony.
"EXAMINER GILLANDERS: I think so.
"Overruled. .
"Why don't we try it this way. "ves, it is,"
or "No, it isn't because..."?
*PHE WITNESS: Will you repeat the gquestion?
"PXAMINER GILLANDZRS: Mrs. Reporter, please.

"(

s
]
0
O

1
N

read)

-

“PHE WITNESS: Yes." (FT 54, line 23, %o 5§, line
¢

o . : ; g 2 ; = 2
After redirsect examinaticn, tae witness realzIaiIme

. . . -
earlier testimcnyY OR recross:

L
—_-—
" A,

'—‘
o

——— . — - —

—

(A
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BY MR. McDOUCUGII:

"Q. Have you changed your opinica since

(r
pe
I

n

morning cf what the company policy is with res
- - -

"
®
0
o

to obtaining control in.contracts with other
suppliers?

"A. There was some concern this morning as to
what was m2ant by the word "contrel".

"The orderly develcpment of a steam f£ield
is really a very delicate thing according to Pre-
fessor Ramey, ard from the standpoint of the invest-
ment, we would like to be assured that the amount
lof steam that we had contracted for would be there.

*And, I think from the standgcint of control,
‘ this would be really what we are after. So, there
would have to be a contract that is aporoved.

Qs AL the mcmant, 1 am not debating the wisdom
of the policy. I asked you this morning if you
were familiar with the extent of control which PG&E
had cver supplies of steam generated by Union,
Magma, and Therral, and you said you were familiar
with that?

"A. Yes.

"Q. And I asked if it was company policy to
assume the same amount cof control in regard Lo

the

"

g you aigiit negotiate with ia regard to The

Geysers field, and your answer was "Yes"?

L o

L,

e
e
wn

-
=
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"A. Yes, I +zink this would ke the cptimum con=-

rom the standpoint cf the company, if ycu
can obtain one that was acceptable.

*Q. So, you have nct changed frcm tha answer
you gave me this morning?

“A. Yes, recognizing we haven't another policy.

-
)

v

"0. But you are talking about policy that enters

-

into your negoctiations?

h

"A. rom the standpoint -~ if you began, this

is what you would like to do, to continug =-

continuing the supply of stean from rescurc

es
lanaing.
P S
*Q. ©Now, with regaréd to the ccmpany's attitude

the NCPA in The Geysers arcza, have you changed
your view of that since the regcess?

*A. llo, the only thing that I have said in
answer to Mr. Crane's guestions is that we cer-
tainly have no coantrol over any negotiations be-
tween NCPA and any other supplier; and, as aa
operating utility interested in the area, we
would certainly like to have all the resources

that we could get.

" - . - =
Q. So that ycu are saying the company may not
’
have the pewer $o implement its policy because it
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ut insofar as the ccmpany can, it wants to dis-
cousace NCPA from Luilding?
"“MR. CRANS: I object.
"I don't think that is a correct character-
ization. :
“MR. MCDONOUGH: He is a good witn 35s, and can
tell me the answer. }
“PHE WITNESS: I don't draw that conclusion.
"In other words, what you are suggesting, =
if I read you correctly, is that we would use our
influence and cur leverage to the extent that soma~-
body wouldn't sign up with NCPA; then I don't think
this is the case.
"EXJ2IINER GILILANDERS: I didn't hear the last.
"You den't think this is the == ?
“THE W THZES: I dcn'k think this is the case.
"we would not do this.
"EXAMINER GTLLANDERS: You wouldn't2
"Why not?

“THE WITNHNESS: Because we certainly don't have
any control cver either NCPA or the other preoducer.
"EXAMINECR GILLANDER®S: But, if you thought vou
needed the steam, vour testimony is you wculdn't
use your muscle to get the steam for ysur company

s
instead of scmacne else's?

Mmrr s B .. c . - » - i &
THE WITHESS: I think we would ceagete in the

54U ;77

B et s o — R —



employed by PGSE, wrote a letter which was introduc

My prp e

Y” LR L ol o Tl - .
o P e e

GILLARDERS: AX
tiator for, PGEZ?

“PHE WITNESS: I would certainly make a stIcng
case as to the desirability of scmedboly signing
up w. th us. But, after all, it is up to them
whether they sign a contract with you or somebocdy

"MR. McDONOUGH: Q. Have vou changed your view
since the recess as to the extent of ccoperation
that PGLE would afford to NCPA with respect €O
transmicsion service and reserves and standby
arrangaments?

*"A. No.

"Q. Your e¢pinion now is the same as it was be-
fore the recess?

" s

A. If I use the same words, ye

-

have not

w

changed my opinion.
“MR. McDONOUGH: That is 2ll." (RT 77, line 28
to 80, line 26)

An expert cn steam supplies in They Geysers area,

-~

a

(D
e
e
r
QO

evidence, dealing, in part, with the extent of steam

i

—— ——
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rasorves in The Geyscvs area. He said that he could only
spaculate as to toial field steanm reserves, but he belicved
that they will be fcund to be much larger "than say 900 Y
It could eventually amount to 1,300 to 2,000 MW or mcre.

I 5ave heard 65 estimates as high as 25,000 MW."

In our Decisions 75402 and 79403, this Commission
found that the steam contracts between PG&Z and Union, Magma
and Thermal did not viclate the antitrust laws, and were not
against the public interest. The record on the antitrust

» .

and public interest issues develcped in the proceeding
P

“

on

- -

Applications 518.2 and 52325 was also received in cvidence

-

by reference. The testimony in this proceeding, summarized
above, is new information to the Commission siace those
decisions.

The prio: dzcisions, insofar as they ralated to
antitrust considerations, were based on altarnate theories
of the relevant'ﬁarket. Those were, (a) all power sources
in northern and central California comprises the relevant
market (Finding No. 1Ll); (b) all geotharmal pcwe} sources
in northern and central California comprise the relevant
market (Finding No. 2, 2d sentence); and (e¢) the geothermal
power sources in The Geysers area comprise the relevant
market (finding No. 9, 1st sentance). t is still clear
now, as it was then, that if either (a) or (b) is the rel-
evant market, PG&E's actions in the Geysers aresa S0 not
amount to moncpeolization cf that market:: ¥Under (¢}, how-

ever, the additicnal facts noted above maxe a better que
A
J
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that PG4E is monepclizing the Goysers area.
Under the facts now in the reccra, 2G&L is *
only exercising contrel cver about half of the stean field

in the Geyscrs area, iy

proventing its o

known competitor for that steam, NCPA, from develcping
geothermal steam for its own generatior by secking to obtail

.-

-
-

__\——/—_\._,_-o

esiclusive control over the whole field by negotiating with
———
the cwners of the remaining leases, and, more importantly,

-

by denying to NCPA the normal transmissicn and interczhan
e ™

service necessary amzag those in the electrical generating

e

busingss.

It is not necessary for us to catermine whether

3

the. ~tivities 0f PCGLE violate ths antitrust laws, since
they are clearly against the public interest. 2As this Cem-
mission said in Decisica 79403,

"It is in the bast intercsts of the

State'to daveleop availaktle supplies of
geothermal steam known to be of" practi-
cal value for the generation of electric
power and anergy to

oe

et the growing need-
of such power ard energy, in preference to
fossil fuel and nucléar fired generation."
(p 12)

We also said:

®*It is in the best interests of th;
State to perait ccmpatition, rathier than
.
540
135

——————

o ——
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allcw monopoly, in the development of

these aacthermal sources of powar; and

it is in the public interest to permit

citi?s having their own distribution

systems to generats their own power, if

they desire to do so, rather than to

require them against their will to pur-

chase such supplemental pcwer frca a

public utility." (p 13)

PG&E's aEtivities are clearly antagenistic to these prin-
ciples.

In 1967 the Federal Power Comnission rendered a
report on "Prevention of Power Failure", climaxing an in-
vestigation which followed the great Northeast power fail~
ure 52 November 2 and 10, 1965. 1In that report the Com-
mission said:

”fhe critical remaining needs which
many utilities are striving to meet ara to

develcp mechanisms for effective coordinated

planning, design, comstruction and cpera-
tion of generation and transmission facili-
ties. The challenges here are as much
institutional as technical; there are
hundreds of large and small utilities,
privately, publicly, ccoperatively and ’
federally owned. The technology of re-

liability, however, igncres ownership and

17
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the divazrse managexants in carryiang out
their bullk power supply responsibilities.”

(p 2) (emphasis added)
it also pointed Cut that

"Hundreds of small systems, however, are

still operating in complete elect rical

isclaticn. This has resulted in the in-
stallation by many small systems of re-

serve generating capacity that would not

have been needed if coordination were

practiced. Isclated cperaticn is generally

accempanied by higher production costs and

infericr reliability." (p 39)

The conclusion is that coordinated planning is being empha-
sized, but

". .. greater progress is essential if the

industry is to keep pace with the multiply-

ing demands for reliable, low-cost power."

(p 29)

The 1970 National Power Survey of the Federal Power
Commissisn also discusses the problems of the smaller pub-
licly ownad utilities: : 3

"Many small systems buy all of their

power raguiremants at wholasale, althouca

they have the opticn to plan, install, and

13 540 142

e -
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operate bulk power facilities. A heavy
concantration ¢f thase distribution
systems within a specific gesograpghic area
increases the chancas of econcmic feasi-
bility for them jointly to plan and con-
struct their own bulk pcwer system, but
such endeavors may result in duplication
of facilities unless suitable wheeling
arrangenents can be worked out with
neighboring, and generally competing,
systems." (Part I, p I-17-27)
mnission ‘points to the share 0 the future to
or:
"The accelerated ccordination activity
throughcut the councry has in many arsas
reatly enhanced cgportunities for area-
wide coordination. As 2 resulg, about
10 percent of the systems with annual
peak demands of 500 megawatts or less
are now participating in cocrdination
arrangements involving reserve sharing,
reciprocal emercency assistance, eccncmy
exchange, etc.; and the number of sys-
tems that receive benefits frcm large scale
generat.ng facilities is increasing.”

(Part I, 2 I-17-29)
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has compelled a larger privately-owned utility to inter-

1]
O
-

>~

4]
(8]
7]
(a4
¢t
- 2
[

smaller publicly owned generatiny uatility,
and that this decision has been upheld by the United
States Supreme Court, in Gainesville Utilities Depart-
ment, et al. v. Florida Power Corp. (1971) 402 U.S. 515.
And it alsoc notes that the United States District Court
for the District of Minnesota has issued an injuncticn,

at the request of the United States Department of Justice,
against a Minnesota public utility which refused to wheel
electrié power to municipalities it formerly secved, in
United States v. Otter Tail Power Company (1971) 2331 F.
Supp. 54. The latter case has been appzaled directl
the U. S. Supreme Ccurt under the Expediting . (15 U.5.C.
29) and probable jurisdicticn was noted May 22, 1972

(No. 71-991). ‘

This Commission has not been directly involved
in the matter of interconnections between-public util-
ities and public agencies since the decision of the U. S.
Supreme Court in Federal Power Commission v. Scuthern
California Edison Co. (1964) 376 U.S. 205, where it was
held that sales of electric energy by that company to the
City of Colton were subject to federal jurisdiction. Eow=-
ever, the State of Califernia and this Commission are as
vitally interested in sound, effizient, and rcliable

electric service as are the federal agencies and federal

I
—_—
e
o
e
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courts, and it is manifest that the determination cf
PG&T to keep NCPA out ¢l the Geysers fiecld by signing
contracts with all supplicrs of steam in that area, and
By Genying Lotertonnstilons Co PCPA In case 4% should
find a suppliar, are not conducive to thz goals which
the federal bodies have o persuasively establiiszhed.

The instant proceeding is net an application

1)
(?

by RCPA for interconnection with PCIL; jurisdiction of
such an application would probably be in the Federal
Power C;mmission, under 16 U.S.C. 824a. 3But for this
Cormission to issue a certificate of public conveniernce
and necessity, under the authority vested in it by the

Constitution of the State of California, for the con-

struction of facilitxes which the applicant has anncunced

prom—

———— T ————— ———— et  walian
ing a2né reserve and standby privileges for any gcnarzation

which NCPA might construct would conflict with fedaral
law and policy in a way not contemplated Sy the supremacy
clause of the federal Censtitution. In addition, i+
would strengthen and reinforcc the position of a utility
which seeks to isolate the genaration of small electric
systems constructed by municipalities, thus making suct
generation less economic and less reliable, and incrzas-
ing the damage to the environment.

Therefore the Commission will appropria ;3lv

condition, in the public interest, the certificate which

21




Findings or cmt

Basa d upon a consideration c¢f tha record
herein, the Cormmizsicn finds as follows:

1. Undisputed ;vidence demonstrates the need
for the new electric generation to be provided by Geysars'
Unit 1ll.

. 2. The findings of fact contained in Deci-~
sion Neo. 79402, dated November 23, 1971, arz and centinue
to be true and applicable to this preceeding encept in-
sofar as they are inconsistent with the express findings
herein.

3. In addition to the ccntr#c: for geothermal
steam which PGiZ has with Union, Magma and Tharmal, up-

held in Decision No. 79402, PGiT is nmegotiating with all

o;her major steam suppliers in the Geysers. arez with the

- S———- - - —— - -
purpose and intent cf reserving all the gecthermal stean
——— e e ————
in that area for use by generating plants owned by PG:Z,
with the purpose and effect of preventing NCPA from con-
=T e e —— e

'™ PO S - : - -
structing geo."e.?iifgene.atzouu-n the area, _,

—

-

4. 1Ia addition to the contracts and negotia-
tions referred to in paragraph 3, PGAE has adogted a
policy cf refusing ro provide transmission fac il;t;es or

transmission service to any geothermal generazting plant

o -y
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conscructed by .+ A in the area, if !CPA zhall cbtain a
steam sunply, and cf refusing to enter into reserve ana
cstandby arrangements with NCPA for such goneration, and

£ taking any other econom ic actzo* which it can to pre-

———, —— " —
. —

vent the construction and operation of geothermal steam
‘—'——"”-‘,.._.- et A SRS IRES. i av = v v A" -

"\_’-—_ .
generation by KWCPA in the Ceysers.area.

.-”—-.-N A "

S. If PGLE is successful in preventing NCPA

rom obtaining a geothermal steam suprply in the Geysers

&)

area, or if DPG:iE refuses to make joint transmission,

reserve, and -tandby arrangements for such geothermal

generation if constructed, LICPA will be pravented from
——— - - —
tilizing an econcmical, environmentally sound scurce
of power adaptablc to small scale dévelc*:a:‘ If CPA

is able to construct geothermal steam generat.ion de-
spite PGLZ's policies, it will be reguired by PGEE's
policies to operate in isolation, with significant loss
of efficiency and reliability. There is no other geo-
thermal steam field similar to the Geysers in Califernia

(RT 61, line 28, to 62, line 1l).

(other findings on other issues) #*¥#*=e

Conclusions of Law 3
1. Although the geothermal steam contracts
which PGiE has with Union, Magma and Thermal are nrot

against the public interest, necessity, convenience and

welfare, and do not violate the antitrust laws, when

POCR ORIGINAL
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they are coabi

and policy of

particular, Izom constructing and cpera

-~

steam genera

§ o
9]
g
p

e pah .5 : 5

tals - - s - - - | = -

nad with the avideant intent and purpose
- e .- - s -

PG4E to exclude all othels, an

gesthermal

in the Geysers area, granting an un-

conditioned certificate of public convenience and neces~-

sity would be

against the public interest, necessity,

Vas

convenience and welfare, and might violate the antitrus<

laws.

l.

necessity is granted to Pacific Gas ancd

to construct,
elect=zic gene
aﬁd associate
the applicat:i
-

terms:

(other conclusicas of law

n other issues)*et**

/

ORDER

IT IS ORDERED That:

A certificate nf public convenience anc

lactric Company

1

oparate, maintain and use geothermal steam=
ratirg Unit 11 of The Geysers Power Plant
& tr-ansmission facilities as described in
on and the zvidence adcducad therson.

such certificate shall contain the following

(a) PG&Z shall not contract with other

geothermal steoam suppliers in the Gaysers

-

o~

area without the permission of ¢his Commiscion,

which permission will De granted cnly after
L.

aotice and hearing £ . interested parties.

24
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(o) PGaZ shall malke available to cthers,

including NCPA, who shall cons

t
H
0o
O
o
o
w
0
!
@
4
|
=
’4

nission and standby service, and provide re-

serves; on fair and equitable terms, including

appropriate reciprocal services by NCPA as

shall ba established or approved by this Com=-

rmission or by the Federal Power Cormission as

jurisdiction may appear.

3. (other orders on other issues) *=waws

4. Pacific Gas and Electric Company shall
file with this Commission a detailed statement of the
capital cost of The Geysers Pcwer Plant Unit 11 and re-
lated facllities within cne year £oll w;ng the date
Unit 11 is placed in commerczial operation.

S. The authorizaticn granted herein shall

expire if not exercised within three years from the ef-

fective date herecf
The effective date of this order shall be
20 days from the date hereof.
Dated at San Francisco, Califorania this

day of » 1972,

LA & B E

i

\f\\LJ\_. "f:;;=9§4‘
Hartin licDonough -
520 Capitel ilall, Suite 80
Sac*ane“-s, California 95
Telephone: 916 444-3900
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General Counsel Zor )
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SuaszsT Meating with City of Lodi) P
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Novembar 29, 1973 oL W .
: R/ ’r > Y I |
N '
MR, E. B, LANCLEY, JR.: 2o }

As ycu will recall, in -a.efszzzgzz\ﬁa"nr Ri

of NCPA and its eleven member cities.
,!\

This verbal request was directed to General Office, tut

because of pending litigation, the meeting with Mayor Hughe

and Councilman Pinkarton was not scheduled.

\ '

chard Hughes :

Z:>and Cuuncilman James Pxnkerton of Loci personally axpresced i

a desire to re-open discussions with the company relatecd !
_to *the indecendent Gevelooment of ~ec::e*~~‘ generation At v

The Geysers™and transamission sucply <o LCC- “YQr cempan: |

lines. It%s recognized that Maycr Hughes, vho is vice- l

chairman of NCPA, is in effact expressing the stated goals |

f

|

'

j

We have now received a communicatica (cepy attached) frem

the City Ccuncil of Lodi signed by Mayor Hughes formally
racuesting a meeting with PGandE to discuss (1) :he ncn-
exclusive availabilicsy of geotharmal stean supgplies in The
Geysers area, and (2) the utilizaticn of company transmission
facilities as a "common carriez" to transpor< electrical
power from any source to any destination.

(

It is interesting to note that this let talks abous
NCPA generatiocn and supply to memter c-t-es. vet closes
asking for discussions between °GandtE and the City of Lodi.

The City Council's actiosr in writing to the company has
teen recorted in the Lodi News Se,.-“el (ccpy also attached].
Mr. Fred Wevbrez, sublisher of the Lodi News Sentinel and
well known tu us, has now asked for cur comments on th
Council's letter. He Ls also very Mi:a Latarssted in zh
potential and planned cdevelcpment by PGancdE of cenerasticn
in The Geysexrs area.
~
- !The division feels that it would be ex:remely teneficial
V//  in our rel tionships with both the Lodi City Council and
! the press irf :h requested meeting, or a medification
L °Hereo-, could te ::angec.

oA A7
’ A//‘r’.ta.v ”/;‘ g el '—40 1(0

s {
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Sy Alterney

Mz, Peter Lightfoot .
Manager

Pacific Cas and Electric Company

12 W, Pine Street

Lod:i, California

Dear M=, Li‘htfzot:

With the heavy cloud of the ere‘r/ erisis hanging over the country today,
it is imperative that all available sources of powar be developed and
utilized. 6J% of PG % E's current electrical ,-e::era:'"z; capacity
¢il or gas fired aad is thas directly sudject to the growing oil sbor tage

- o E aee
The City of Lodi owns itz own electrical poewer distribution system
within 1: City limits, but PC & £ is Lodi's sole supolier of elactrical
‘ po'vcr. While the City is and will continue *a vo luntarily exercise avery
ffort to conserve en :gy, Ledi stazds a very real risk of teing umable
to secure sullicient electrical power 0 meet the Sasic needs of its customers

at current levels w "~out considering future gr<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>