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SOUTHERN ALKALI COEPORATION
Fifth Avenue At Bellefisld
Pittsburgh 13, Pa.

September 4, 1947

In re: Utilization of Power Plant No. 1,
Plancor <64, Lake Charles. La.

Mr. Paul L, Mather

Acting Deputy Administrator
0ffice of Real Property Disposal
Rer Agsets Administretion
Fapghington 25, D. C,

Att: Mr, Humnicutt

Deer Mr. Mather:

The purpose of this letter is to summarize this Tompany's
present end prospective requirements of power {o be generatzd in the
leased power plant for its chlorine-csustic production operations end
to submit, in outline form, for considerstion by your Administration a
proposal for e three-way contract for the sale of power bhetween Southerr,
Cities Service end Gulf States Utilities which, in our opirion, will
2{ford the only precticel meers of fully utilizing and ecoromicelly dis-
rosing of such power as it will be possible to generate in the lLeessed
power plant in excess of Southern's own prospective requireczents.,

It is presently contemplated that Southern will commence opere-—
tion of the leased plant on or ebout Qctober 6 and that during the period
October 6 to October 15, it will bring into production one string of cells
having a daily chlorine production cepecity of 60 toms. During the last
half of October a second string cf cells will be placed in operation;
during the first half of November, & third string; end by the end of
November the fourth snd finsl string of cells will be placed in operation
so that the full proauctive capecity of the present plant, satimated at
<40 tons pér day of chlorine, will be in operation on or before December 1,
1947,

The following tebulation indicstes the estimatec power require-
cents for the operation of Southern's plent based on the abtove starting-up
schedula to which is added the meximum power loed which may be weken by
bathieson hlkxall Works, Inc. under the terms of the recent letiter contrect
tetween Southern end Mathieson as suthorized by your Administretion. The
tebulation zlso shows the power loa&a that mey be taken by Gulf States
Utilities Company until October 31, 147, the expiration cate of the contract
with RFC,
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Mr. Paul L. Mathey —& September 4, 1947
Estimated Southern . Gulf Est.
Period Chlorine hvg, Mex, Mathieson Stetes Max,
(1947) Productior Leoad Load Mex, Load Load _  lLoad
Sept. 1-30 Q 1000 3000 2000 22000 27000
Get. 6-15 60 12000 15000 2000 22000 390C0
Qet. 15-31 120 19000 24000 2000 22000 48000
Nov. 1-15 . 180 27000 34000 2000 ? 36000
Nov, 15-30 240 34000 45000 <000 ? 47000

It will be seen from the sbove tsbulation that from and after
the starting-up of the final string of chloripe cells, when the chlorine-
caustic plant is operzting at full capacity, there will be no firm power
in the power plent in excess of Southern's recuirements for its own opera-
tions on the leased premises which could be made available to your Administre-
tion for resale pursuent to the provisicne of Paragreph NINETEEN of the Agree-
ment of Lease dated March 22, 1946. However, in recognitior of the extreme
osower shortage in the erea, an effort has been made to devise some errsnge-
ment thet will permit the fullest utilization of the genera®ing capecity of
the leased power plant for the muitual benefit of your idmin stretion ss
Lessor and of Southern as Lessee.

We have ascertained that Culf States will have requirements for a

period of at least two years for firm power to the extent o’ 10,000 to 15,000
Kfi. Ve slso learn that Citles Service hss in its plent a generating capscity
of 50,000 KW, consisting of two 25,000 KW units, to cover ius normal power
load ranging from 25,000 to 30,C00 KV, However, in order that it may be
protected in the event of an emergency breakdown of its power plant, Citles
Service requires that sufficient power be aveilable from outside sources to
enable it to shut down its refinery operations in an orderly manner to avoid
.costly damags to its facllitles and ecuipment. This would rz2cecsitate
approximately 22,000 KW from such outside source for 2 pericd not to exceed
four hours. In addiiion, as a szfeguard in event of such an emergency shut-
down, Clties Service will vequire standby power in the zmount of 5,000 KV to

. bprovide for maintenance requirements, fire protection etc., and to enable it
to stert up its own power plant st the close of such emergency.

We have hed numerous discussions with representaiives of Yoth
Cities Service =nd Gulf States and heve tentatively concluded tha® the interests
&nd requirements of both Gulf States end Citice Service could best be met,
¢nd the mutuel interests of your Administretion and of Southern with respect
to the fullest practicel utilization of the generating cspecity of the leased
pover plent could besy be served, by & three-one contrsct between Culf Ststes,
Cities Service end Southern that would provide in substence as follows:
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Mr, Psul L. Mather -3- Ceptember 4, 1947
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GULF STATES REGUIREMENTS: Southern &nd Citjes Service

would jointly agree to furnish to Gulf States 10,(100 K%

of firm power for the term of the contract together with

such additionel power as mey be availeble snd schiduled

by Gulf States cn a day-to-dey basis. CSouthern aud Cities
Service would agree to so arrsnge their respective scheduled
outages as to result iIn the meximum assursnce that Gulf
States contract demand cen be supplied. Southern would
supply Gulf Stetes with 1ts contract requirements of power to
the extent that such power would be availzble frou the
leesed power plent in excess of Southern's own power require-
ments for its own operations, end Cities Service would agree
to furnish to Gulf States sll or part of its contréct demend
et such intervals and for such periods as Southern should be
unable to supply such requirements,

CITIES SERVICE AECUIRKMENTS: Southern would agres tc furnish
Cities Service with the power regquired by Cities Service to
effect en orderly shut-down of its refinery opnerations in the
event of &n emergency breakdown of Cities CService's generating
facilities, for & period of not to exceed four hcurs, This
would involve & maxirum vDower losd during such period of
epproximately 22,000 K®, (the maximum capascity c¢f zvsilable
transformers) and will neceseitate a temporary cut-beck by
Southern of its chlorine-~caustic operetions durirgz such pericd
to make such power &vailzble to Clties Service. Southern would
slso agree to furnish Citles Eervice standby power up to

5000 KW for the contract term.

RATES AND CHARGES: It is proposed thet there will be &n

energy charge at the rete of two mills per KWH for all energy
delivered under the contract to either Gulf States or Cities
Service, and also demend cherges at the rate of §L.50 per KW

of firm demend or standby service for the respective quantities
that could be required by elther Gulf States or Cities Service
under the contrzct. There would he & demand cherze on all
eddicional power delivered to either (ulf Stuates or Cities
Service over and abcve their respective firm or ftandby
contract demands at the rate of five cents per diy per KW
according to deily cemand scheduled or emergency service
utilized. The demand KW would be besed on maximuam fifteen
minute integrated demand. Southern end Cities Service,
respectively, would invoice Gulf Etates for the quantities

of power supplied by them, respectively, during & given month
at the sverzge szle price for theat month es determired sccord-
ing to the above stated rutes and charges.

TeAd COF CONTRACT: In the light of Gulf EStates' rzcognized need,
it ic proposed that the contrect run for e fixed term of two
years froow November 1, 194., and that it continue thereefter
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Mr. Paul L. Mather oy Sej:tember 4, 1947

unless or until cesncelled by any party to.the col.tract
on sixty (60) days' prior written notice tq the «ther
two parties.

Obviously such a three~way contractusl arrangemert cea be
operzble only if there is the zlosest cooperation emong gll parties
involved. The day-to-desy administration of such sn arrsngenent can be
effectively carried out only by representatives of the respcctive compenies
who are actively engaged in ths power operations of their respective
principals, who have intimate knowledge of the constantly virying require-
ments and capacities of the other parties concerned, =nd whe, by cooperation
- with one enother, can effect & dsily interchange of operatirg informstion
concerning their respective needs end capscities. For thesr reasons, while
we are reasonsbly confident that such an errengement is practicable and of
mutual sdvantage to all parties concerned, including your Acministrstion,
we are ecgually certain thet i{ would be virtuelly impossibl. of successful
operstion and servicing by your Administretion frem the outside.

Paragraph NINETEEN of the Agreement of Lease of Harch 22, 1946
states in considersble detaeil provisions intended to govern the sale and
disposition of any power that would be surplus to Southern's own require-
ments. As will be noted from & reading ¢f Paregrapn TWELVE of the Lesse
hgreement, it wss originally conteaplated that the initisl chlorine-ceustic
installetion wes tg be for & daily capacliy of 120 tons of chlorine.
Obviocusly such sn installation would have leit some excess :ower capacity
in the leased power plant which could have been sold es firm power. How-
ever, &s you know, Southern's initiel installation is of a plant double
the cepacity originelly centemplsated., This fact sccounts fir the un-
eveilebility of any firm power for resale as contemplsted i1. Paragreph
NINETEEM once Southern's plant is in full operstion.

Since, under Paragrsph NINETEEN of the Leese Agr ement, your
Adminisiretion has the parsmount right to sell eny and ell ower that may
be surplus to Southern's own requirements, it is respectful’'y requested
that you formelly authorize Southera to entor into a contracnt with Gulf
States rnd Cities Service for the purposes and to the exteni hereinsbove
outlined with the stipulation thst Scuthern shall pay to yo.r Adminigtrs-—
tion, as rentel under the Leusze, tea per cent (10%) of Souti:erm's net realiza-
tion from the sale of electric pover thereunder ze provided in Peragraph
FIFTEEN of the Lease Agreement. & stipuletion in such suthcrization that
Southern must terminete the contrsct at eny time efter its ‘pitiel two yeer
tern &t the written request of your fdministretion would nerative any
implicetion that such authorization constituted & permanent and irrevocable
waiver ¢f your Sdmindstretion's rights uncer Parsgraph NINE EEN of the Lease
hgreement anc would enable you to effect £ cancellstion of '.he contract if
ite operstion during its initizl Llerm cid not, in your opinon, prove tc be
for the best interests of your icninistration.
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Br, Pasul L. ilether B Septeroer 4, 1947

Upon recaipt of such antherizaticn, we prepose tc incorporat
the features sbove outlined in a formal contrzct with, the urderstending
that such contzréct would be submitted to you for your approvel as to its
conformity with the euthorization grented prior to its execition by the

respective parties,

In view of the shortage of time remaining in which to formslize
such & propossl,;if spproved, snd the imperative necessity o:' prompt action
by Gulf States &nd Cities Service to arrange for the proteciion of their
pewer requirements elsewhere in the event Scuthern is not anthorized to
effectuate such a proposel, it is respectfully requested th:t you give this
matter your immediete attention and that you take prompt ami definitive
&ction on this request for authorization and advise us of s:ch asction not

leter than Monday, September 15,
Yours very truly,
"E. T. ASPL.UNDH™

Vice President
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