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BEFORE THE PUBLIC UTILITIES COMMISSION-OF TEE STATE OF CALIFORNIA

In the Matter of the Application of g
SAN DIEGO GAS & ELECIRIC COMPANY for

authority, among other things, to

increase its natural gas rates and - _
charges for .gas service to offset Application No. 53630
higher gas costs occasioned by gas (Filed October 10, 1972)
rate increases or proposed gas rate - : )

increases by its supplier authorized

by or pending before this Commission.

In the Matter of the Application of

SAN DIEGO GAS & ELECTRIC COMPANY for

authority, among other things, to

revise its electric service tariff .

Dy increasing its rates and charges Application No. 53631
for electric service to offset the - (Filed October 10, 1972)
effect of cost-of-gas increases for R

natural gas used to generate alec-

tricity authorized by or pending’

before this Commission.. '

Chickering & Gregory, by Sherman Chickering,
L. Hayden Ames, Donald Richardson, Jr.,
Ictorneys at Law, and Gordon Pearce,
Attoxney at Lew, for applicaant- .

John Witt, City Attorney, by Robert Logan,
Deputy City Attorney, and Manley W. Edwards,
Utility Rate Consultant, for the City of
San Diego; Robert M, Butler, for the

University of California, san Tiego,
{nterested parties.

Mrs. Ray Bryne, for herself, protestant.
Twothy E. %rea » Attorney at Law, and
R. .C. Moeck, %

or the Commission staff.

OPINION

San Diego Gas & Electric Company (SDGSE) seeks authority
to lncrease its gas rates, in Application No. 53¢30, by $267,000
annually per year and to increase its electric rates, in Application

-le
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No. 53631, by $100, 600 anmually, both increases subject o reduction
and refund.

SDG&E requests these increases to offset the effect of
higher gas costs to it, assuming the Commission would authorize
the offset gas rate increase sought by Southern Californiz Gas
Company (SoCai) in Application No. 53624. Application No. 53624
was £1led to offset the increased cost to SoCal caused by an
increase requested by one of SoCal's suppliers, El Paso Natural
Gas Co. (E1 Paso), in Federal Power Commission (FEC) Dockec
No. RP72-150.

We take official rotice of FPC letter order dated
Decenmber 29, 1972 in FPC Docket Nos. RP72-150 and RP72-155 autho-
rizing El Paso's rate proposal in RP72-150 dated November 28, 1972
and tendered for £iling on November 30, 1972. EL Paso’s fncreased
rates chargeable to SoCal were placed in effect on Janua*y‘l, 1973
subject to hearing and refund.

In the setting of rates for gas and electric service by
SDGEE we take officifal notice of Decisfion No. 81050 dated

FR14QT3 in Application No. 53624 which, among other
things, authorized an increase in the commodity rate of SoCzl's
Schedule No. G-61 of 0.29 cents per million Btu (0.029 cents per
therm or equivaleat). SDGSE states that this increase was not
considered when the Commission £ixed rates f{n SDG&E's mWOSt Tecent
Tate case (Decision No. 80432) and that the authorizations sought
herein are to offset the higher cost of gas occasioned by the
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increased rates of its supplier; it is necessary for the
avthorization to be granted 4f SDGS&E is to be able to earn at the
8.0 percent rate of return level found ressonzble by this Commission
L2 Decision No. 80432. SDG&E‘requests that it be permitted to meke
these offset rates effective on Janmuary 1, 1973 or simultaneously
with any offset charge in SoCal's Wholesale Schedule No. G-61 to
avold a revemue loss by reason of any delay in.granting the
requested offset.

The $267,000 gas of£ses 16 desigaed co-:ecover'slss,QOOEEom
SDG&E's retall gas customers and the belance from SDG&E's electric
depaxtment ($100,600) and steam department ($500)-

SDGAE proposes that the ges offset be on a basis of an
increase of 0.031 cents per therm (including price-outs of all
consumption Iin certain schedules' inftial rate blocks or commensu-
rate flat rate increases for gas lighting or minimume charges) for
its general service, firm industrial, zed regular interruptible
classes including Spectfal Contracts Nos. 176, 186, and 202.

SDG&E further proposes an increase of 0.29 cents per
million Btu (0-029 cents per therm) related to interdepartmental
sales, namely, to its electric and steam departments, and to the
O0ffice of Saline Water (OSW). The lesser increases proposed for
interdepartmental cales and sales to OSW do not attribute any ,
expenses related to franchise fees or wcollectibles to tacse sales.
In Decision No. 80430 involving SoCel we did not modify the uniform
cents per therm rate spread applicable to the advice letter proce-
dure to exclude unaccounted for gas, franchise taxes, and ,
uacollectibles on a system average basis. We stated "Such treatment
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of these comparatively minor items ic neither unreasonable nor
improper in £ixing rates." We authorized a uniform ceats per therm
OT equivalent facrease in Application No. 53624 in permitting SoCal
to offset the El Paso increase in FPC Docket No. RP72-150-

In Decision No. 80432 we stated "In applying the extended
tracking authority as provided herein, SDG&E should spread the
increased cost of gas plus associated taxes and uncollectibles on a
uniform cents per therm besis....” There is no change in that
requirement insofar as it applies to rate spread of SDG&E's trackinb _
increases. However, the evidence in this proceeding supports
SDGAE's conteation that a differentiel In unit offset rate increases
caused Dy not assigning franchise fee payments or uncollectible
expenses to Interdepartmeatal sales and sales to OSW is appropriate.

SDGSE also requests 1973 authorization to offset by advice
letter procedure any rate Increases in SoCal's Wholesale Schedule
No. G-61 resulting from gererel rate increases by SoCal's Qﬁtfof-
state gas suppliers, or that may be authorized with respect to SoCal
Schedule No. G-61 £or any other reason. The evidence in this record
does not justify canceling the requirement that SDGS&E file an
application to offset such increases. ‘

The $100,600 increase in electric rates was designed to
offset the increased costs to the electric department occasioned by
the increase in Interdepartmental szles to the electric department
by the gas department. The increase was proposed to be spread on a
uniform 0.0014 cents per kilowatt hour basis including price-outs of
all consumption in certain schedules’ initisl rate blocks or commen-
surate flat rate fincreases including those for lighting schedules
and excluding increases fox resale ox other sales to public
avthorities. ‘
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After due notice, consolidated aearings of these
applications were held before Exsminer Levender in San Diego on
December 8 and 18, 1972. These'matters were submitted oa
Decexber 18, 1972.

The eernings level for SDG&E's gas department on a
temperature adjusted basis exceeded 8.0 percent for the year ending
October 1972. Subsequent to September 22, 1972 there was a decline
in gas deliveriles to SDG&E's electric plants. These reduced
deliverles were based on & revised curtaflment classificetion
applied by SoCal which reduced relative deliveries by SoCel to
SDG&ETs steam plants vis-a-vis SoCal's other steam plant customers.
The rate of return of SDG&E's gas department oz & 12-month ended
basis subsequently declined. SDG&E estimzates a gas department rate
of xreturn of 7.88 percent for the year ending December 1572 based
upon recorded data for 10 to 1l months and an estimated normal year
for the balance of the estimated year.

SDC&E’s witness testified that SoCal is going to provide
8 new estimate of curteiled gas deliveries to SDGSE which will show
aa  increase in curtailment over that reflected in SDGSETs exhibits
and which will further depress the earnings of both the gas and
electric departments.

SDG&E proposes increases in an amount of 0.37 percent of
gas xevenues, .07 percent of electyic revenues, and 0.17 percent of
combired departmental revenues based oa the 1972 test year adopted
in Decislon No. 80432. SDGSE's evidence was that the proposed

increase to the average domestic customer amounts to 1 cent a month
for electric sexvice and 2 cents a month for gas service.

.
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SDGSE's test year 1973 estimated rates of return for gas,
clectric, and combined depertments are 7.33 percent, 7.46 percent,
and 7.44 percent, respectively, all of which are below the 8.0
percent authorized in Decision No. 80432. SDG&E's estimates for
1973 were adjusted to eliminate certain anticipated increases in
expenses not yet in effect, namely, a fuelyoil price increase and a
wage and benefit fncrease. Another adjustment substituting fuel
oll for 1973 speclal contract Pacific Gas. and Electric Company
(PGSE) souzce gas deliveries™ reduces departmentzl rates of return
as follows: ' ,

Gas .02 percent, electric .03 percent, combined‘deparg-
mental .03 percent. SDG&E's estimated rates of return for 1973 .
adjusted to eliminate the above-mentioned anticipated increase In

1/ PGSE source gas was not used in the Decision No. 80432
Cest year because PGLE had indicated that gas would not
be available for deliveries to SoCal's steam electric
customers and to SDGE&E's steam electric plants after

. 1972. SDGSE required that a portion of its contracted
for 1972 PGSE source gas deliveries be deferred to 1973.
SDG&E 1s peyiag a surcharge for the increased expenses
arising out of the deferred deliveries.

The Commission will review the earuings ‘and rate of return |
effectoon SDG&E caused by the new State tax law, Senate
BL1l 90.
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expenses not yet in effect and to give effect to the substitution
of fuel ofl for PG&E source gas, increase to 7.66 percect for gas,
7.67 percert for electric, and 7.67 percent for combined
departmental. The gas, electric, and combined departménts‘ 1973
rates of return would remain under 8.0 percent £f the PG&E source
gas adjustment was not made.

The steff witness reviced his fnitial estimate that the
1973 earnings of SDGEE's gas division would be over 8.0 percent and
withdrew his opposition to the granting of the Increases requested,
provided they are subject to reduction if the full El Paso related
increase in FPC Docket No. RP72-150 does not go into effect. The
staff opposed any offset authority belng granted to SDG&E over and
above that related to the tracking authority preseatly ia effect.

San Diego prepered 1973 gas division summaries of carnings
based on applicant’s estimétes, end essuming additional curtailments
of steam plant gas of 17 end 34 percent. The summaries sbow rates
of return in excess of £.0 percent for portions of 1973 and under
8.0 percent at the ead of 1973. San Diego contends that in view of
the past low estimates of SDCSE's rate of retwrn and the confused
state of the record in the SoCael proceeding (Application No. 53624)
coucerning gas curtallment, the Commfssion should wait uatil the
Tate of return actually drops below 8 percent on an adjusted basis
before granting an offset. At that time San Diego would have no
objection to granting the offset. San Diego cites Decision No.
80234 as precedent for such a procedure. g '
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Decision No. 77879 authorized SDG&E to insert a franchise
tax surcharge clause 1in all rate schedules applicable within the
¢ity of San Diego of 1.9 percent for electric service and 1 perceat
for gas service subject to refund with 7 percent interest if after
hearing the Commission determined that the rates, the rate spread,
or the surcharge are unreasonable or discriminatory. After further
hearing, Decision No. 80234 ordered a refund of the 1.9 percent
surcharge for electric service within the city of San Diego prior
to April 1, 1971 because that date was the point in time at which
the rate of return fell below the last authorized rate of return.

The approach taken by SDG&E 1in estimating its rate of
return for the year ending December 31, 1972 is reasongble. If the
straight line monthly fnterpolation method used by San Diego
utilized SDGSE's year ending December 31, 1972 results rather than
the year ending October 31, 1972 as a point of beginning, the rate
of return for all of 1973 would:"be under 8.0 percent vander any of
the assumptions of San Diego’sfﬁﬁtness-

Two public witnesses raised questions as to the adver-
tising practices and level of expenses &ssociated therewith as
being nonbeneficial to applicant’s customers. One of the public
witnesses also objected to<thégleve1 of SDG&E's allowable rate of
returm and practices of SDG&E fegarding service calls and charges
for service ealls. ' : ' ' .

A further review of SDG&E's allowable rate of return is
not justified 4n this Proceeding after the recent comprehensive
review reflected in Decision No. 80432. The witness for SDG&E
stated that the Commission had reduced SDG&E's sales expenses by
20 percent and 1its 1nstitutioné$7$dvertising‘expenses by 50 percent
for rate-fixing purposes in Deéfsion No. 80432. He explained that
SDG&E feels it is necessary to advertise to inform customers thats
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sexvice calls to repair facilities on the customer's side of the
nmetexr are, according to the compeny's gas and electric tariffs, the
responsibllity of the customer, but that SDG&E will do some electric
servicing to ovens and water heaters, and in that connection Bo
sexvice charge is required for calls during normal working hours
of up to one-half hour for labor, but the compeny does charge for
Parts installed; & minimum service charge of $25 is made for service
calls outside of regular working hours to pay employees; SDG&E tries
to have servicemen who are not only well qualified to do their work
but are well accepted by the public; the fastallation, ovnership,
&cd meintenance of equipment on the customer's side of the meter
is the responsibility of the customer. He said that at the time
the above-mentioned customer'’s meter housingAwaS'in'operating order
the utility fnstalled its meter without charge. There is a dispute
as To whether or not a charge was levied by SDG&E to the customer
for the electric meter and/or the comnection from SDGSE's system
to the electric meter. If the customer produces & bill from SDG&E
for the meter and/or the connection of the meter to its system and
evidence of payment thereof SDG&E should refund such payment.
indings | « ‘

1. Prior to this proceeding the operations of SDGSE were
last analyzed by the Commission im Decision No. 80432 dated -

August 29, 1972 1in Applications Nos. 52800, 52801, and 52802- The
test year used was 1972.

2. The rates authorized by Decision No. 80432 became effec-
tive on September 22, 1972. These rates plus authorized adjustments
- to reflect tracking changes are now in effeet.

3. A rate of return of 8.0 percent was found to be reasonable

for SDG&E's gas, electric, and combined department operations in ,
Decision No. 80432.
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4. SoCal was authorized to file an offset rate-increase
increasing SDG&E's commodity rate by 0.29 ceats per million Btu
(0.029 cents per therm) in Decision No. 81050 dated

FER 141913 - This increase was not considered in establishing
the gas and electric rates authorized in Decision No. 80432,

5. SDG&E's use of gas, electric, and combined departmental
sumaries of earnings for test year 1972, supporting the rates
adopted in Decision No. 80432, as a basis for projecting the-
Tequired increase to offset its increased revenue requirements
arising from the SoCal offset rate increase {s reasonable providing
that the increase only offsets increased expenses and does not
result in a rate of return in excess of the 8.0 percent authorized
in Decision No. 80432.

6. SDG&E's projected rate of return is 7.88~pefcent for the
Yeax ending December 31, 1972 for its gas departmént# :

7- The end of year 1973 estimated gas department rates of |
return prepared by SDG&E and San Diego are each under 8.0 percent.

8. Further curtailment from SDGSE's gas supplier, SoCal,
would result in a further decline In the rate of return of SDG&E’
gas, electric, and combined departmental operations.

_ 9. SDG&E's proposed rates for gas and electric sexrvice are
solely to offset increased costs resulting from a proposéd increase
in cost of gas from SoCal which has been authorized by Dec*sion

81050 .

10. A differential in unit gas offset rate increases caused
by not assigning franchise fee payments or uncollectible expenses
as requested by SDG&E in Application No. 53630 is reasonable.

11l. The rate of return of SDG&E's electric department for the
year ending December 31, 1972 and the year ending December 3L, 1973

are at or below the 8.0 percent rate of return authorizedrin
Decision No. 80432..
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12. Sranting the increases requested in,Applications Nos. —

53630 and 53631 would not result in increasing the gas, electric,

or combined departmeatal rates of retuxrn of SDG&E above 8.0 percent. .
13. SIG&E's proposal to increase Lts gas charges subject to

reduction and xefund as showm in Exhibit D to Application yo- 53630 -

is just and reasouable, providing that a 0.031l cents per therm

contingent offset charge applicable to the increase in SPQCial

Contract No. 202 is included. ‘ o o B
14. SDG&E's proposal to inecrease its clectric charges subject

to xeduction and refund as shown in Appendix D to Application No.

53631 is just and reasomable. .
15. The requirement that SDGSE f£ile an application to of fset v

@ general rate itcrease or an offset rate incresse authorized to its

supplier, SoCal, is necessary. .
16. The rate of return of SDG&E's ges or electric departments -

will not exceed 8.0 percent during any portion of 1973. )
17. The exemption provided for im Rule 23.1(E)(1)(c) of this

Commission’s Rules of Practice and Procedure applies to these rate
increase applications.
Conclusfons of Law

Based on the foregoing findings the Commission concludes

that:

1. The suthority sought by SDG&E should be granted to the
extent, and under the conditions, set forth in the order which
follows. :

2. Rule 23.1(E)(1)(c) of this Commission's Rules of Practice
and Procedure applies to these rate increase applications.
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IT IS ORDERED that: : _

1. Applicant, San Diego Gas & Electric Coumpany, is
authorized to file with this Commission on or after the effective
date of this order revised gas tariff schedules with changes in
rates, charges,and conditions as set forth in Exhibit D of
Application No. 53530 and adding thereto in Section 7 of the
Preliminary Statement the contingent offset charge of 0.031 cents
per therm applicable to Special Contract No. 202. Such £iling
shall comply with Genmerzl Order No. 96-A. The effective date
of the revised schedules shall be one day after the date of
£iling cr on the effective date of Southern California Gas
Company's filing authorized by Decision No. _§£1£E§£l,'whichever
is later. The revised schedules shall apply oaly to service
rendered on or after the effective date thereof.

2. Applicant, San Diego Gas & Electric Company, is
authorized to f£file with this Commission on and after the
effective date of this oxder revised electric tariff schedules
with changes in rates, charges, and conditions as set forth in
Exhibit D to Application No. 53531 in this proceeding. Such
filings shall comply with General Order No. 96=A. The effective
date of the revised schedules shall be one day after the date of
£iling or on the effective date of Southern California Gas
Coupany's £iling authorized by Decision No. 81050, whichever
is later. The revised schedules shall apply only to service
rendered on and after the effective date thereof.

3. Applicant, San Diego Gas & Electric Company, shall
Pass on to its gas customers any reduced rates by advice letter
procedures, and refund to its gas customers any refund from
Southern Califormia Gas Company arising out of refunds and rate

reductions in FPC Docket No. RP72-150
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4. Applicant, San Diego Gas & Electric Company, shall pass
on to its electric customers any reduced rates by advice letter
procedure, and refund to its electric customers any refund received
from L{ts gas department which the gas department received from
Southern Califoxrnia Gas Company relating to FPC Docket No. RP72-150
and shall reduce Lts electric rates to reflect any rate rgdﬁct.ion
in Schedule No. G-54 of Lts gas department relating to FPC Docket
No. RP72-150. |

The effective date of this oxder is the date hereof.

Dated at San- Trancieso , California, this
day of __£FRRUARY

ssioners




