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Decis~on No. . 

'BEFORE THE. PUBLIC UTILITIES COMMISS ION OF THE ST.Al'E OF CALIFORNIA 

In the Matter of the Application 
of SAN DIEGO GAS & ELECTRIC 
COMPANY for Authority to Increase 
its Gas Rates and Charges to' 
Offset ~he Increased Costs of 
Purchased Gas .. 

--------------------------~) 

A-pplication No.. 55543 
. (Filed March 6-~ 1975; 
amended March 13,,, 1975) 

(Appearances listed in Appelld:f.x A) 

OPINION 
~ .............. ~....., 

This is an application by San Diego Gas & Electric Company 
(SDG&E), resulting from the conversion by the Commission of SDG&E's 
Advice Letter 32S-G filed February 28" 1975, for a purchased gas 

adjustment (FGA) increase (as authorized by Decision No .. 83675 d~ted 
October 29, 1974 and R.esolution No. G-1694 dated November 26, 1974) 
due to the concurrent filing of Southern California Gas Company 
(SoCal), which wholesales natural gas to SOC&! under SOCal's 
Schedule G-5l, for a PGA increase. SDG&E has computed its share of 
that increase as $8,765,400.. SDGOcE has also applied here for an 
in~~ase of $333,500 due to the increased cost of California source 
liquefied natural gas (LNG) under contract escalation prov~ions. 
The company's total annualized gross revenue request is $~,302,300 
amounting to a net increase of 1~153 cents per therm in its PGA .. 
SDG&E requests this PGA offset to be effective simultaneously with 
the effective date of any increase granted to SoCal~ and proposes 
to apportion any revenue increase on a uniform cents pertherCl.basis 
to retail customer classes and a slightly lower unit assignment to 
the interdepart~ntalclass~ 

-1-



e 
A. 55543 IB/ltc" 

This application was set for public hearing on a con- t 

solidated basis with the applications of Pacific Gas and Electric 
Company (Application No. 55542), and Southern California Gas Company 
(Application No. 55544), and hearings were held on March 19 and 20, 
1975 before COmmissioner VernonL~ Sturgeon and Examiner Ph!llip E. 

, , 

:Blecher. 
The Evidence 

Decision No. 83675, s'U'pra, authorized an overall rate of 
return of 8.75 percent for SDG&E, based on test year 1974. SDG&E 
used test yeu 1974 adjusted by using rates, purchased gas, and 
fuel costs in effect as of January 31, 1975, with estimated· sales 
and purchase~ of gas for the twelve month period commencing April 1, 
1975 (the request~d effective date of the subject PGA). The test 
year franchise requirements, uneollectibles, acd income tax expenses 
were adjusted to reflect the difference in sales and purchased 
volumes of gas. SDG&E represents that the annualized gross revenue 
requested here will not cause it to exceed its last authorized rate 1/ ' 
of return,- which the Commission found reasonable in Decision 
No. 83675. SDG&E also represented that its request was directly 
tie,d to SoCal' s Application No. 55544, and SDG&E would amend its 
request to comply with any decision altering SoCal 's re~st:ed PeA. .. 

!1~e city of San Diego presented an expert witness who 
sponsored Exhibit L which showed the company's recorded 1974 figures 
as earning 7.52 ,percent, well below the authorized rate" of rettlrn 
of 8 .. 75 percent. He also testified' it was not proper to use the sarce 
rate base and basically same expenses as adopted for test year 1974 
in SDG&E's last general rate proceeding which resulted in Decision 
No. $3675 .. 

In Re PG&E, Decision No. $3127 dated July 9, 1974 we 
adopted this procedure since any other presentation would not have 
been tested in any manner. 

11 See Exhibit I, page 2. 
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We believe the presentation based on adopted test year 1974 to be 
valid and proper .. 

The starr recommended cr~ges in the test year 1974 
peaking commodity and commodity volumes used by SDG&E in its pre-
sentation (Exhibit H), which revisions were accepted by the company. 
The staff based its presentation on an average heating value of 
1,058 btu per cubic foot of gas and the company based its computation 
on SOCal' s btu figure of 1,051 used :tn A~?1ication No .. 55544.. In the 
SoCal matter we adopted the use of 1,054 btu.. Since SDG&Ets gas 
cost. increase is directly based on· Socal f s cost 7 we are also 
adopting the 1,054 btu heating value here.. The staff's recommended 
annualized gross revenue increase based on its Exhibit K is 
$8,690,000. We are ordering an annualized gross revenue increase 
of $8,728",000, amounting to 1 .. 066 cents per therm applied uniformly 
to all retail customer classes, and 10.013 cents/~tu for its 
1nter~epartmental class, as shown in Tablel below: 
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: .. ' , ' . ,. .. ' ,. , tine StG&E ' , Stat!' '. .. Adopted ., : . : .. 
" 

1. Estimat~d A=nual Pureha&ee $71.680,222 S7l,108,395 Z71, 150 ,812 
2 .. Estimate-d Annual ~tu Purchaee-e 85,551,121 85,559,,85 85,55,.9$5 
~. Average Unit Cost per ~tu 83.786c ~ .. 109~ 83.159<: 
4. Average l1ni t Cof;t in Current PGA 73.145~ 73.J.4S¢ 7.5 .. 145¢ 
5. Olang~ in Average '0'2:.1 t Co~ 

per r.'Btu 10.641tt 9.?64~ lO.O14¢ 
6. ~e Average Unit Cost o-! 

Syetem Gas Supply per M2Btu 71.106~ 7l.106e 7l.106¢ .. 
7. Exeees o'! 'New uD:i.t ~st Over 

Ba.ee 11m t Cost ~r .. Btu 12.680~ 12.003¢ 12.0.5~ 

8. Revi~d. l?GA 

a. Interde~artmental 
(l)New PGA :per M2Btu 12 .. 680¢ 12.00:5¢ 12.05~¢ (2)teu Pre~ou.5 PGA 2.040¢ 2.040¢ 2.040¢ 
(3)Net Increaee in PGA 

per Y~Btu lO .. 640¢ 9 .. 963¢ 10.Ol3¢ 
b. Reta11SBlee . 

(l)Ne\tl PGA .per l.fBtu times y 
1.;366¢ 1.Z74~ l • .279¢ , retail formula 

(Z)Lees Previou~ PGA .. 212<& . .212! .. 212¢' 
(3)Net Increase in PGA 

per M2Btu . l .. 153¢ 1 .. 061e l.~¢ 

y See Exhibits H and K .. 
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Various parties at the hearing voiced objection to the com
paratively short time between the' advice letter filing and the 
hearing dates. Under our adopted procedures, an advice letter need 
not be set for hearing, but the CommiSSion, in an effort to allow 
additional objective examination of this large offset request, con
verted the a~v1ce letter filing into an application. !his has the 
effect of requiring broader service of notice, and an opportunity 
for public hearing. To be fair, the hearing was scheduled at th~ 
earliest possible time to allow the utility the opportunity to 
ob~a:r.n relief, if eJlY, with a minimum loss of revenue. 'l'be original 
advice letter was filed February 28, 1975,. There was more than 
ample opportunity for a meaningful examina.tion of the requested 
increase, and the Commission provided the public a greater 
opportunity to be heard than its existing rules presently provide. 
To extend this opportunity, we are herein ordering that notice of 
all future advice letter filings that effectively increase rates be 

served upon all entities who appeared at the utility's last general 
rate proceeding, as well as all entities who have requested, in 
writing, notice of all sucn filings. 

It should be noted that on March 24, 1975 the Commission 
received Resolution No. 11,73S of the City Council of the city of 
National City opposing proposed increases in rates and charges, for 
the electric, gas, and steam service of SDG&E. The resolution was 
dated March 18, 1975 and was adopted as an official protest by the 
city of National City. 

N~ evidence~as offered disputing the computations of 
rate of return and requested PGA1ncreases~ 

-5-



A. 55543- IB/l tc * 

Findings 
1. SoCal filed a PG\ with the Commission on February 28, 1975, 

which provides for a gas cost increase to SDG&E, under Schedule G-61 
of SoCal, of $8,,765,400 for the period April 1, 1975 through March 31, 
1976. 

2.. SDG&E,. under its a:pproved PGA, has requested an annualized 
gross increase, in its gas revenues of $9,.302,300, which sum includes 
$333,500 resulting from contrect escalation -provisions of Cal:tfornia 
source LNG and franchise and uncollectible costs as well as the 
Schedule G-5l gas cost increase of SoCal,to be effective April 1, 
1975 with appropriate refund provisions.. . 

3. Decision No. 83675 authorized an 8.15 percent rate of 
return based on test year 1974, adopted by the Commission after full 

analysis and testing. 
4. !he requested PGA increase will not c&use SDG&E ~o exceed 

the last authorized rate of return. 

5. The increase being authorized herein will result in a 
10.013 cents I~Btu increase in the interdepa.rtmental PGA and a 
1.066 cents per thermP~ increase in all retail cUstome= classes. 

6. The rates and rate of return aU1:horized by DeciSion 
No. 83675 were found to be reasonable, and one PeA. increase was 
added to those rates, and that increase was found to be reasonable. 

7 • The PGA increase authorized herein is reasoneble and will 
not increase tr~ rate of return above the last authorized rate of 
8.75 percent:. 

8. The increases in uniform cents per therm to each retail 
customer class of 1.06& cents, and to interdepartmental of 10.013 
cents Ill-Btu are reasonable, and the new rates authorized herein ~e 
therefore found to be reasonable. 

9. There was no evidence offered to dispute the computaeions 
of PGA increase and rate of return made by SDG&E .and· t:he staff. 
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10. The, increase in gas costs is an extraordinary expendit.ure, 
both in nature and magnitude, and is the proper subject of an o:t::t:set 
proceeding limited in issue to specific items directly related to 
the increased commodity charge. 

11. The staff' recommended an annualized gross revenue increase 
of $8,690,000. We are authorizing an annualized gross revenue 
increase of$S,72S,OOO, which is justified. 
Conelusions 

1. SOO&E should be granted a. PGA in all retail customer 
classes of not more than 1.066 cents per therm, and in its inter
departmental sales of not more than 10.013 cents/M2stu. 

2. The increased rates authorized herein are justified and 
:-easonable within the meaning of the Public Utilities Code. 

3. The Tax Reduction Act of 1975 has made changes in the 
applicability of the investment credit to utilities under our 
jurisdiction. Because o:t: our uncertainty about the effects· o:t: those 

.. changes. we will make our order in this proceeding, an interim order 
subject to refund. This will permit us to act promptly~ i:f the 
utility elects to :t:low through the benefits of the investment credit 
to the ratepayers, to of£set y by reduced rates, the investment 
eredi t and to refund that portion of the cl"edi t accruing since the 
effective date of this order. 

INTERIM ORDER 

IT IS qRDERED that: 
1. San Diego Gas & Electri~ Company is authorized to increase 

its'rates in all classes of retail service by not more than 1.066 
cents per therm, and is further authorized to· increase its -inter
departmontal rate by not more than lO.Ol~ cents/.M2stu to offset· the 
increase cost of gas purchased from its suppliers. The.. effective 
date of the authorized increases shall be the last to occur of 
either (a) April 2, 1975, or (b) the effective date of any PCA 
increa.se granted 'Co Southern Cali:t:ornia Gas. Company in Application 
No. 5'5544, or (c) 'Che dateo:t: the tariff filings hereinafter req:l:.ired. 
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2. San Diego Gas & Electric Company is authorized to file 
revised tariff schedules to reflect the authorized increase in 
rates. Such schedules shall comply with General Order No. 96-A. and 

shall include a provision that any refund or reduction of the offset 
increase ordered or required of Southern Californi~ Gas Company 
shall be refunded to applicant's customers on a like basis, through . ~ 

Advice Letter £iling,and a provision for refund because or e~~ges 
in the investment credit. The revised tariff schedules shall apply 

only to service rendered on and after the effective date thereof. 
3· Simultaneously with any future filing by San Diego Gas & 

Electric·Company for an offset increase, it shall file a state~ent 
i~dicating the recorded results of this offset increase, including, 
but not limited to the following items: 

a. Total gross revenue increase,. by class of service. 
b. Total commodi ty cost increase, by supplier schedule. 
c. Total franchise increase. 
d. Total uncollectibles increase. 
e. Total federal income tax increase. 
f. Total state income'tax increase. 
g. Total other taxes increase. 
h. Results of operation with indicated rate 

of return with and without the offset 
increase authorized herein. 

i. Changes in any other items of income 
and expense attributed by the company 
to this offset increase. 
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4. Notice of all future filings for offset increases shall 
be served upon all persons or entities having filed eppearances in 
its last general rate increase proceeding, whether pending or not, 
together ~ith the notice required by General Order No. 96-A. These 
notice requirements shall apply to advice letter f!;ings and 
applications. 

The effective date of this order is the date hereof. 
Dated at San .Fra.nciSCO , California, this /s""" 

day of APRIL' • , 1975 .. 

'Comaas:s:1~Ilers 
'., .. , ........ , .. , ",.' ..... .. 

~.~ 
ROBERT :sATINOVICH 

~ Preze!l't. bt:.t :lOt. part.ieipati:g. 

~/.~ . 
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APPENDIX A 

List of App~3ranees 

Malcolm R. Furbush, Robert Ohlbach, Joseph s. 
Englert, Jr., by Joseoh S. Engl~t, Jr., 
Attorney at Law, ro;:Pae!fic Gas and Electric 
Company; David B. Follett, Attorney at Law, 
for Southern Caiffornia (!as Company; Chickering 
and Gregory, by Sherman Chickering, Don:.tld 
Richardson, c. Ha~den Ames, and David A. Lawson 7 II, 
Attorneys at Law, for San Diego Gas & Electric 
Company; Gordon Pearce, Attorney at 'Law, Vice 
PreSident and General Manager ~ for San Diego Gas 
& Electric Company; John R. W~f' for San Diego 
Gas & Electric Company; ior al epp11cants at 
consolidated hearing. 

B\'Q:'t Pines,. City Attorney, by Leonard 1... Sn~dder, 
Deputy City Attorney, for the City of LOs AngeJ.es; 
Leonard PutnaCll, City Attorney, by WilliAm E. Emick, :Jr., 
Deputy City Atto:ney, for the City of LOng Beach; 
'Rollin E. Woodbury, Willia.m Marx, H .. Robert 'Barnes, Jr., 
and i.ienn{s G: ... Monge, Attorneys at Law, for soutner::l 
Cali!ornia Ea1son Company; Edward C. Wrig1:~" General 
Manager,. tong Beach Gas Department, for the City of 
tong Beach; Roy A. Wehe,. Consulting Engineer, for the 
City of tong Beach; Manley W. Edwards, fer the City 
of San Diego; Ronald L. JOhnson, Attorney at Law, 
for the City 0= San Diego; wirriam s. Shaffran, 
Attorney at Law, for ~he Ci~y of San biego; Brobeck, 
Phleger & Ran::t.son, by Thomas G.. Wood and Gordon E. 
Dav1~, Attorneys at Law, for california ManUfacturers 
Association; William Knecht aM William Edwa.rds 
Attorneys at taw,. for California. "8rDl Bureau 
Federation; Robert w. Russell and ~~uel Kroman, 
nepartment of PUblic Util!tres and Transportation, 
City of Los Angeles; Overton, Lyman & :Prince, by 
Donald H. Ford, Attorney at I..aw, for Southwestern 
l50rtlana Cement Co.; A. :sa~ C~~ello., City Attorney, 
for the City of Santa:sarbari;-~l.nterested parties .. 

Herman Mulman, for The Coalition for Economic Survival; 
andrtlexGOogooian, City Attorney, for the City of 
Bel flower; protestants. 

Janice E. Kerr,. Attorney at Law"and EdmundJ .. Texeira, 
for the COmmi$sionstaff. . 
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COMMISSIONER VERNONL. STURGEON, concurring in part,. dissenting 
in part 

I concur in part, and I dissent in part. I dissent 

strongly to making an offset order of this type suoject to 

refund. It has the effect of putting a cloud on the companies' 

ability to attract new financing, both equity and eeb,t, to the 

detriment of the companies and their customers at a time when 

it is difficult .and costly for utilities to finance even under 

the most favorable of circumstances. 

I concur to avoid a stalemate which would deprive 

the utilities of revenue wnich the record clearly demonstrates 

is warranted. This order should have been final and the 

matter of investment tax credit Should have considered in 

a general rate case in public hearings. 

San Francisco, California 
April 2, 1975 

~L~ ____ _ 
Vernon L. Sturgeon -j 

Commissioner 
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COMMISSIONER WILLIAM SYMONS, JR. 1 DISSENTING 

Although I support the authorization for the increase to cover the 

cost of increased price of gas as fully justified by the evidence~ my 

conscience forces me to dissent from the condition relating to the 

Investment Tax Credit. I may have an old-fashioned approach but I still 

believe there is a righ'C way and a wrong way of doing things. It is not' 

right to aeeach a condition fo~ the purpose of extracting 'a concession 

from the utilities as the price of getting what they need and are 

entitled to. 

It is especially bad in this situation where th~ new Investment Tax 

Credit law has not been the subject of hearings in which the purpose of 

the credit, its effect on the utility'S cash flow, the financial needs 

of the utility and the long run interest of the consumers have been 

evaluated. In the absence of a record made in such proceedings I must 

object to the hasty decision that has been made today ilnd I :believe that 

the condition on the authorization is Simply totally improper. 

The Investment Tax Credit of 1975 is not: an issue pro,erly ))dore uS 

in this put'Chase gas adjustment applie~ion and ca."'l l>e MncUed' .ade<tUately 

by the COI'llmission in either a general rate case or special, proceedi.."'9'S a 

Conditioning' the rate approval here upon eon:i-eee~«i possible future 

aCtion with regard to the Investment Tax Cr«lit has the harmful effect of 

unneeess.arily clouding 'eM ctUality of utility earnings to thew:timate 

detriment of both 'the utility and the ratepayer. 

San Franciseo, California 
April 1, lS75 


