Deciaion No._ 3667V o

BIZ{FORE 'I‘EB RAII.‘ROAD COM&ISS"'O‘I OF TEE STATE OF CALIFO'RNIA

In the Matter of the Suspension and

Investigation on the Commission'z - : :

owvn motion of certain electric and Case No, LEBL
stean schedules of SAN DIEGO CAS '

AXD EIECTRIC COMPANY :
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for San Diego Gas and Zlectric Company.

leroy A. Wright, for the Office of Price
Administmt...on.

Walter W, Coop»r, City Me.mp-r, for the Ca.ty o:‘
" San mego. : ‘ : o
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San mo-go ce.z and Elnctz'ic Company 'ilﬂd thrce Bupplem»nta.l electric
aervice to.riﬁ‘ sheets and one supplcmcntal ztea:n acrvice tariﬁ' ahoet to bncm
effactive thirty daya alter April 6, J.9h3 R thc date ﬁled "‘h-reartﬂ-r, the
Ccrmiasion 1seued. a.n .ordcr euspc:dinp the cffect...w- date of such ahcete until
June 5, and su‘om-qucntly ha.a extendcd. ..he eua;pension ;pcriod until Deccmb-r 5.
A public hcarinp Vas hcld a.‘t Sa.n Diego on Why 20 Briefa he.vc bee-n rece vod.
o.nd the mtter 13 now ready for dccis-on. .

The euapendad. tar"'r sheets are aupplnmenta to thn util"ty s cx-amng
elrctric ach--d.ulcs P-2 -7, and P-9 ’ Md to its &ea.m Schcdule Yo.. 2 J?ach
of thrue schcdm.es ¢con 'oa.ins a.n autom‘cic rate adauatmant clauac vhich ba.a pre-'
viousxy bnen a.uthorizcd by ‘ch.z Comizsion and has becn erfectiv- ror m:x,

‘ yv-ara pe.at '.I‘he clause provid.na i'or an automtic c.d,juatmcn'a of thc ntc ﬂitbcrj

,upuurd or d.ownvard, dcpc'nd.cnt upon thc ﬂ:el ooat to thc utility for uec .'m izs o

s*mm cloctric gencratins _'pla.nta Sald fuel clavse ,’Ln.each of the ,ars.rrs S

-1-




4
ai‘fnctcd ia of tvo, pa.rts, one dea.ling vith rate ad.auatw-nts whcn mnl o1l 18
voed as a m-l, and thc other vhcn gnc is a fuel. "The cffectivc m'bca uscd for
cuatomers ‘oillings mry from nonth to month in accordance '-rith the chamctor
of fuels actually used. It is oi‘ record that on April 1, 1916, thc pricc of
fusl oil oi’ the c.lv::cs'z.ﬁctcr ussd by the utility wva= ...':\crca.urd. 25¢ Per 'be.n'el by
permicsion of th# O"‘fi&a of Price Administmtion, vh&t price of oil u;p to tha.t
.pcriod was 90¢- pc:- 'ban-»l a.nd. tha'c or gne 12§¢ pcr tb,ousand cubic rnez ‘l'he ) |
price of aas 1o the ut.lity haa rcminﬁd unchanged e.nd. at the - 1~v»l ca«a’bliahed.'
in 19h0 (1_) As & conacqucnce of such :anree..sod. cout for i‘u~1 o:ll to be paid.
by the. utility, it ﬁlﬂ-d tbn aupplcmcnml rate shee‘c ectting :torth the new
highez- o1l coat J.evcl with thc uppropriav ad,justment 1n the ra.teo pred.ice.tcd
oz fuel oll use wi'ch 5o cha.ngc in the muca for elﬂctric oncrgy a.nd stham

prod.uco-d undcr as opemtions 'I'.he bc.sic ra‘ce taritf in each ms'cuncc vas not

" refiled and remsins umhanged.

Undcr thc 'carifr prorvisions. a.nd. as previoualy authoriznd 'by this
Comisaion, thc mtﬂa rcsulting i‘:om the i‘iling o:‘ thc aupplcmcnta.l tc.r‘lf:'
ah»ets vould have automticall.r bccomc eﬂ'ccmvc 1' thie Comiasion had ‘not
mde thia order or 1nvnatig:tion !:.nd suaph...as.on | C ‘

Thc n.rirfe 1wo3m:d. are. ep»c..a.l opt:.om.u schcdulne applica‘ble to 23 '
lo.rgn ind.uetric.l zmd govnrnmcnt. uuere or electric nncrgy and to 15 dowm:own
office building cuetomers eupplind etﬂ.m, for hco.ting purpoaﬂa. 'l'hue -5 ..o‘aa,l
of 38 cuotomere are arrectcd. out of mre th:zn 200 ooo customcra suppl:!.cd. by thn :
compo.ny. 'I'hca» customcrs R hmwvcr, are compumtivcl; :Lurge ucers oi’ utility |
cnrv‘.!cn cnd accordingly cn.joy low mtns 'chat 'become availa.ble through the
‘ lover blocks of tha mn're. - It ahould likewiac bu- obacz-w-d. tb:.-.t tho tvo

nlﬂ-ctric to.ri:t‘.fs upon wh.a.cb. gome 95% or ...hc :I.ncreasea :Ln groea revcnue w.'n.ll

(1) Tnis vtility likewise renders gae service and certain gas tariff schedules
provide for automtic adjustments in rates dependent upon the purchase.
price of raturnl gac to the utility. As of April 1,.1943, the Southern -
Countiecs Gas Company who wholegnles to this utility &id nov incrense 1Vo
rates and, accordingly, zno :ncreaac was md.e by the .:n.n Dingo COmpuny to
its rct.a.il cuatomnre.
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occx,r e,re optioml and the customcru ha.vc clec..»d. to ta.lfe euch optioﬂa.l service
'bcce.u:u: of the lower m'o-e obta.im’ol‘e with full knowledx-e and whem-nt that

| aid rates wil.‘L vary mth ohc actml cos'cs o i‘u-l. ’\fo geneml service
'variffs carry fuel cla.usr-s and. according..y no e;'-ncml sr-rvice cuatomﬁr 18
J.nVQl‘VQd.. f | |

| | 'I'he apacial tarii‘z‘s in queation are:

o No._or o S Est.Annual
Nome ' Cugtomers.  Increase .. _Incresse

-Wholeél;;lel Eiéétric Pover Service , % 1wl per Kb $'2’f ,Béh .
Resa.le‘?oﬁcr & Lighting Service - 1 mill per Kwhr (Vo Service)
Iaree Industrial & Military Service 9 8/10':::13.1“?:-'}:»:1:1-' 56,202"
Stean Service . _ 15 $O o7 per 1000 Ibs. %, 785"
‘ ’I‘o‘.:a.l ‘ 38' ’ R . $ 87, 811
At thc public heaz-i’xg no appeo,rmccc were mdc Tor 'r.ho cuotcmrc
r—cniving service un der the apec.al tarifes in question Iikcwise, no tes*'io
mony a0 au’bmit‘c»d opposing the facrease that will e 'chrouph 'chc opf-z-ationyg |
of thc "‘uel claum-s in cald uarif...e. Eow-vcr, at the rcquoet of tnv- rcpresen-
tive o' the Office of Price Adxinistration permission was given to ﬁ.le
br*ofs o.ne. euch ha,s bcen donc "or both the O:‘:!'ico of ?rice Adminietrat on and
The utility. Thf- brie. cn hohlr of the Pr:tce Adm:xis'tmtor mquceta tbat thi«
Conmiasion '3 ordcr on suspme..on bn md- pnm::env and 30 dc1y any .ncreo.ae in
mteo under the autom'oic :‘uv-l adauatmrn" clzmacc.‘ Such poamion 15 ..e.ken, 2% -‘
is ota.tr-d, in ordcr to ca,n'y out th» P*eaidcrt s pr:I.co- subi"iu'cicn p*ogm...
md o rcmrd. ..hc a.c'cion of 1nﬂa'cion |
| It vms mr'thcz- thc position of ?.hf- Price Adninietmtor that the
| propoaed Tote mcrca.sr-s vere genera.l mcrca.aco with..-m thﬂ x:r-aning of th/“ stab-~
', ilizatioﬁ act; thn.t s utility rshould not be pcmitud to pasa on an incrccsr-d.
coa’c of opemt.‘.on ir ta oamine; position 1a sur‘:.cicnt to a.baorb mach in- .
'crnascd cost and., rinally, «ha.c the eorn :hg bos.tion of thia utility is m:fﬁ- '
iant 'to c.bsorb the 1ncrr-ascd cost or opcmti.,: reculti..r from .,he ...ncrf'aaed.

prico of ruel oil w“zhout :anrca.sing ite cuatomcr rates,
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T‘-.i., Co...mi:x fon. bol feves that it is full:r co;rnizant of ..hf' aced and

necess 3.‘:/ of maint‘..:.ning p*ese:m p*ice leve"..s in orcer ohut the oe*nﬁ.c
.economic b.xmonq of waxr m_; be kKept: undcr cons :-o" ancd a* a mm.mmr lcve... Tn
this respect , ..his Commis.;io-z has gone fu-‘:.h»r tnan mo*-cl_,' main*ainﬁ.ng ut." *_,r-
| *at-s on the San Die-go sf.:ce... at p*c ent lcvels , im.s...uch az only ¢ .is .,prﬁ.:w
rate redn.c :.ons werc v.orkﬂo ox.t. which are educiﬁg the ut;....:.t.y bill., in that
area. oy approximatclj ».0262 900 anrua Tt 42 furt‘-zer tnc position of zhis
Com:ni sio'z tha‘ i'c. v:ill continw this policy of bri .t.ng:.m- abou'c x-ate *educ*iohs
| w"xencver ﬂarr.i..gs » oharac‘c.e or qual:.tj of servioc juz*ﬁ.fy vuch ac*io'x._

In t.!' s case y .‘oweve a Lfew .;.a-ge users of 2414% y service havo
secwed a 1ow-r th.m avo*age “ate in por*:. bccausc i" vas ‘oelieved .,ound
englacering cconom...cs :o gea. the low comodity aves to t..c ac..ml cost- of

steam and electric gencra tion. ~I% :..., bf‘licvcd obvious ...ar. in abseaco of an -
automatic i'uo’ clousc the ra‘co* that coulé be ...ado ava...lable undo. -uch_ tarilis
woulc. have been di.t‘ferent and higher for t.he resson tf'.ut *uch *-a':.e., 'Nou..;d have

cipa..od the avc*age of p*obable “ucl cos*a ‘ _.iecemise, it. it-“ “ac (..hat

“he encrgy port:.‘.on o.. 'chc rate {elect :'ic rates are o" the demnd eaer :‘orﬁn)
i3 clo'-ely ate uncc‘. to the i'xc"cmo"ma- co-ts‘o.. stean gonera.ion a.nd iﬁ.‘ such
‘ene*gy rates are not pe-m_.moo. uo bc ..ncre scd, ohen thcse L.rco cu...tomer., wil..
be pa._,ri:g less t.ban i’ull cost... of the sez'v:.cc,v."xich‘co"ts the'z mst be ‘oo*-ze
by the genera... customers. I nis is *mittco, ‘:.ho-x discrimination bctwcen
consumer c as es m....l resuly, likm se ,‘ it will cefer 'r.rc c.ay '.uhcn further
rate reduct 003 n...,r be mde to thc large £ass o_ uso..,. Ms tl'.ough* was ox=
'pr ed by tho Ci'oy Manago* of San D:chc, Ur. ’ua.lter v.. Cooper, and ms ..he

:!... of the Cit.y's position ..hat ho large powc* users: shoula pa.y .he
-that thcy coqt.ractco to pa.y, in ordor that pe al emce cu.,tome?s m:.y not

‘-bc unnecos-a:':....y burc’.enﬁd by the increuseo costz o.. procn.ct on. _‘




While thr gemml and somvhat akctchy infom.tion aubmitted. 'by thc
utzlity ahowa that the proba'ble carningu will be undcr 61.(2) ror the current
Jear, no a.ttompt was mde to puraue thin :pho.ae thorough.ly An 1nveut1@ation a
auch ag thie 1.3 ‘not vieved aa & rate procaeding and, ccordimly 1t ccem ’ '
unneceua.ry that the Comisaion at thia time review and paca upon the mno'
rac‘cors that muet ncceasarny e conaidernd m detcrmining the reaaom'blemaa
of utility eamingn and. the’ :@tos 'being charged. ms conaumcra. ‘I'hia scems
~apec1ally 80 now, . ﬁrat, by r»-aoon thnt thc achcdulea und.er cuapension afrcct
- an cxccedingly amll portion or the utility & aervice and the changea 1n n'cee
which are to ta.k- placc result n'om pa.st contmctual a.uthorizecl o’bligntions, 3
uecondly, the Comieaion ha.u 'bu'c reccntly completed a z-o-viev or the utility s
_ eaminga ona’ ayetemvide ba.aia wnh tho results hemtofore noted. 'I'b.e mc‘cs
'am- that through the. application o:' the 1ncrcaaed. ratea an eutimted. groaa o
- yevenue of $1L, 007,300 will 'be 1ncreaaed 'by appraximtely $87,800(3 Y 1eu then
| 7/10 ot l% To oﬁ'eet uuch mcrca.sc in e.roaa revcme the utuity will pa.y an:

incrnusc in {t= producti.on coata ’ because of thc 25¢ po-r 'barrel :anreue in the

(2) In the brief of the Price Administrator a rate of returz of 7.6% is devel-
oped by what appears to be an.erroncous treatment of the annual deprecia- .
tion provisions, -In this respect, the brief refers t0 an anmual allownnoe
of $1,585,000 (not a part of the record) and assumes that such 15 ade-
quate and reflected 1n the net used in developing the 7.6% return. As a
mtter of fact, $1,585,000 18 not reflected in the net for return dut a.
lesser smount. Such lesser amount is limited t0.a sinking fund annuity
without Interest nnd is the proper amount for the depreciation allouwazce
for an undepreciated rate base that was used in developing the 5 3/4% |
return sudmitted by the utility. If n depreciated rate bose B8 used dy
deducting the depreciation rescrve as done by the O0.P.A. then such depre-
ciation .annuity allowance must be augmented by the interest on the depre-
clation reserve, If this is done, the rate of return computation d.chl-
oped ‘ay 0. P.A. of 7.6% will be reduced to approximately 5.7%.

In udd.ition, thc utility . Will receive an additioml $’*5,h00 1ncrcase from
4 apecial contmcts nct includcd berein.




cogt of fuel oil of. aoo*ox_mately UL, OOO (L> Thuo, even with the operation :

of tbc ‘fuel oil clause there wll; be a substantial seduction in’ net revenuc
aftcr taxco. Undex thc 58 rcunutanceo, the Conmi of the op_nioq uha*
the suspens_on should be reuoved 'rom the supploncrtal rate shecto fﬁled 1n

o“dor that the ¢ few la*ge users of service zay pay ohcir proper sharc of the
costs and tho rates . initiollj contractcd for and thuo maintain a *eosonablo
'rclatmonohip betwecn bi lling, of the f'orent conoumﬂr clao*es. ‘”he re thing |
'-ncvcasco to the ’ew cuss omc are umdl$ and less f r the' power users than
‘*oductions recoivod th_s current yaa |

| It uhould e under'tood thet this rate adﬁustnent iu not made in order
40 increa e the net earqing- or .hn rate o* return oL hr utility. It 53 made
to maiﬁtain a propor and ’air relation ootwcen the dife erezt,claoscﬁ o:‘
con'umer -If throuph thi' ack ioﬁ o* becouse of othbr rca ons tho ea*njﬁg
position of thiu ut:lity uhould bocome o faverable t&at a *ato of return
prcater than warranted will e produced thes all parties may be assu*ed ,ha*
thﬁo Commission will take approor‘at» aotion to fix fair an id roa.onable raves.

In view ot thCQC cond.t~oas it is my conclusi on tbat public ‘interes t nould a0t

be served by furthe. conminua ice o the suspeﬂs Sor. o these 'il—d «upplﬁmen.al

tariff s%eets and the 'ol.owing "or~ of order is rccommcndnd.

| ORDER o
The Commission having on its owr mot ion i sved an o*dcr .uspc“d*np
the effective date of certain t«ri’f sheets ’iled Ap*il b, 1943, J San Diogo

V'

(&) Reference 1s zade in the brief of the O’fico of Price Administration of the
‘highly commendable recent action of the Pacific Gas and Electric.Compaxy,.
which, with the proper approval of this Commission, uuspcndod the applica-
tion of its fuel clause under very similar conditions.t While the action
of tho company named may be looked upon as "very commendable," 'yet the .
cenditions are different. The Pacific Gas and Zlectric Cempany procuces:
wno=trirds 40 three—quarters of its electrical reguirements. from energy
developed from weter power plants, while the San Diego Company has no hycro-
electric procduction. Likewise, the Pacific Cas and Electric Compacy has .
available larger cuantities of gas and, accordingly, much lesser percentage.
of fuel oil is used in its steaz electric plants than the San Diego Compazny .
The differences are further shown by the fact that doth utilities hac about -
the same estimated increase in fuel oil costs, although ?aci'ic Gag and
Flectric Company has:electric sales and grocs revenue which are in oxcess
of tern times that of the San Diego Cexpany.. ‘ T
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Cas and Zlectric Company, namely Bevised C.2.C. Sheet Yoz . 750-:., 7523, 7522,
and chised‘c 2.C. Sﬁéﬂt xd. 5, a public hca ing having bccn held, uhc
matter be_ng undcr submis ion;‘and the106£mi sion cor c;uding that s35d tari
°hcotv with acco~panying_rateu are not unreasonable or otherwise unlaw‘ul
therefore,
| ITI8 ORDERéD that the su&penzion of the effe&tive\&#té of said
tafiff‘sheets be and is_hereby vacated. | _ -
1T Ié FU#SF' ORDERED that said +ariff sheets shall be made cffoctive_'
with meter readingu on and after October 15, 1943. |
The forcgoing Opinion and Ordcr are Hereby approvcd ard filcd as. .nc
Opinion ard O*dcr of th# Railroad Ccmmi s*on of the State of Ca_i’crnia.-
Por ull othcr purposes the ef’ective date shall be twcrtj (20) daj'
froa and ufter the dptc Hercof. S ',f. a o
_ Dat.od a'c San rranca. co, Cala.“om_.;, this Igﬁglrday u°f,%f‘
19&3;"' | ‘ E R

- (Commissioners):.._ﬁ_,




