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Decision No. 85018 - .RH@[HNJ ‘
BEFORE THE PUBLIC UTILITES COMMISSION OF 'J.'HE STATE OF CALIFORNIA

In. the Matter of the Application of
- SAN DIEGO GAS & ELECTRIC COMPANY for
authority, among other things, to
Increase its rates and charges foz:
electr:tc service.

Application No. 55627
(Filed: Aprﬂ 16 1975)

SAN DIEGO GAS & ELECIRIC COMPANY for
authority, among other things, to
increase its rates and' cbarges for
gas serv:[ce. .

A pl:[cation 1\0 55628
(Filed Ap:ﬂ. 16 1975)

In the Matter of the Applicat:[on of
SANhDIEGO GAS & EIEngC COMPANY for

~ authority, among other things, to
increase its rates and chargeo for
steam serv:[ce., R

A pl:t.ca.tion No.: 55629
:l'.led April 16 1975)

%
§
In the Matter of the Appli.cation of g
3
)
)
%
)

(Appearancesarelisted :f.nAppend:[x A.)
INTERTY OPINION | _‘
By these applications San Diego Gas & Electric Company
(SDGSE) requests annual gross' revenue increases in t:he amount- of.
$105,721,100 (38.4 percent - electrical depa:tment) $13 664 800"
(15.75 percent - gas department), and $78,000 (947 percent --steam o
department), for a total annual revenne increase of $11 463 900

- (28.7 percent) -  This general rate :f.ncrease request is based“ upon anf\-; -
estimated 1976 test yea.r S R ERRC
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On April 16 1975 SDG&E also. filed a pe‘tit:'.’on for iuter‘:[m‘ o
rate relief, requesting ennual revenue increases of $71 225,000 .
(27.25 percent - electrical), $7, 241, 100 (7.11 percent ~ gas), and
$59,200 (8.19 percent - steam) for an overall annual. Increase of
$78,525,300 based upon 1975 sales. The petit:ton alleged that in
order to meet necessary construction and operating commitments SDG&E
would be required to sell $40 willion in bonds in the latter half
of 1975 and $90 millfion in bonds during 1976. Imediste rate relief
was requested because without. such interim. rate reli.ef SDG&E would
be unable to issue proposed: 1975 bords (Series "p" bonds) :!;n the |
~ amount of $40 willion. SN
A prehearing conference was held June 2, 1975 before =
: Commiss:[oner Robert Batinovich and Exsm:’.ner Charles E.. Mattson at
Chula Vista, Californfa. The three appl:'.cations were consolidated
for hcarings on the petit:[on for Interim rate: relief. COmmencing ‘
June 25 1975 through July 25, 1976 16 days of public hearings were
held on the petition for 'lnterim rate relief at San D:tegcr o o
before Commissioner Batinovich and Examiner Mattson. The matter of
the petition for intexrim rate rel:tef was taken under submiss :Eon on
July 25, 1975 subject to the wailing of written statements on or
before Auvgust 11, 1975. Lete-f;‘.l.ed Exhibits Nos. 49, '56, and 57 were
received in evidence subsequent to- July. 25 1975. ‘The parties were '
rotified of the receipt of the La:te-filed exhibits by letter dated
August 15, 1975, . : T s i e
Related Rate Matters : DU o :

- SDG&E s la.st general rate increase reQuest was concluded by
our Decisiou No-. 84575 (Phase II) dated June 24, 19'75 :tn Applications
Nos. 53945, 53946, and 53970. Dec:ts:!.on No. 84575 authorized ra.te
:anreases based upon results of opera,tions of SDG&E for'_ test year

1974 . SR P e




. ]
. o e . . PR R
N - . .o o o S o e . , X o [N -
. . . . . | . W . .
; ’ . L - : e
. ‘ i
,

A.55627, 55628, & 55629 ep *

SDG&E requested rate relief to ofiset Increased: fuel cost
(resulting from fuel oil price increases and reduced availability
of natural gas) by Applications Nos. 55774 and 55775 filed ‘June- 30
1975. A rate increase of $29 million was authorized September 16
1975 in Decision No. 84905.‘ The fuel cost increases authorized by
Decision No. 84905 were based on the fuel ofl prices ag .of July 1,
1975. SDGSE's available gas supply had decreased, and. rates were -
raised, as a result of our Decision No. 84512 (SoCal), the so-called
parity decision”. «
It should be noted that our Decision No. 84618‘ dated o
July 1, 1975 in Application No. 55506 authorized an’ increase- of
$2,161,000 fn the SDGS&E fuel clause adjust:nent (FCA). The FCA increase
was based upon fuel costs as of April 1, 1975. ’
These related rate ma.tte';s mst obviously be taken into
account in estimating SDG&E's 1975 revenues and expenses onan’
23 expected" basis. Moreover, _o the: extent tba.t they oy reflect _ )
rate changes for only a portion of 1975 on an "og expected" 'basis we'
must evaluate their impact on post-1975 operations of SDG&E ‘
Applicant 8 Contentions
' SDG&E alleged that it requires large commitments of funds
to finance its construction program in 1975 and 1976. In order To.
obtain necessary capital to neet such required construction SDG&E
must be able to sell additfonal. debt in the amount of $40 million in
bonds in 1975 (Sexries "P" bounds). and . $90 million in bonds in 1976

These bonds sales are in addition to. $40 million in ‘bonds issued 'by
SDG&E  on May 6, 1975 (Series "O" bonds). e : L
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' SDG&E's debenture :Lndentures conta:[n restr:[ct.{ona on the ,
issuance of new funded debt. The requirement 1s that earnings before“ -
taxes and interest, duwring any consecutive 12 months in:the 15 months:
immediately preceding a new debt issue, must be at least twice the
annualized interest expense (including nterest on the proposed
issue). SDGSE is precluded from issuing proposed mortgage 'bonds
unless and until the historical earnings in the prior lS-montb. .
period are sufficient to meet this requirement- '

As a result of the debenture :[ndenture provisions, SDGSE is
wnable to issue mortgage ‘bonds at. the present time. SDGSE has: =
necessarily postponed the {ssuance of mortgage ‘bonds :Ln 1975. SDG&E
contends that in oxder to provide adequate service it must :f.ssue -
additional first mortgage bonds in early 1976 The interest coverage o
requirement will necessarily include actual earn:[ngs :!.n 1975.

. SDGSE's estimated 1975 suammary of earnings, on an as
expected basis, established that earnings available. for :’.nterest
coverage would not support the issuance of addit:’.onal debt. 'SDGSE
contended that this constituted a f:[nanc:!.a]. emergency requ:f.ring a
sufficient increase in gross revenues (in addition to expected
revenues in 1975) ir order to obtain a ‘times :I.nterest coverage :I.n |
excess of two after the issuance of $40 mi{llion in Ser:[es R bonds.
Construction Budget - 1975 Capital Requirements .

| SDGSE's estimated 1975 conmstruction 'budget was reduced
from $193.1 nillfon to $164.3 million as of Jume, 1975 This was a
reduction of approximately $32° million in the :r.nitial estimate- The
executive vice president of SDGSE presented exh:[b:’.ts setting forth
details on 68 percent of the 1975 budget (15 projects :f.n 1975 w'!.th
estimated expenditures exceeding $2 m:[llion each). 'Ih:.s witness also
presented an: exb.:l.bit sett:Lng forth detaﬂs of the $32' m’.llion -
reduction.‘ - , : R e
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Included in the 1arge projects in estimated 1975 expendi-'
tures are environmental stndies and preliminary engineering expendi-
tures for the Sun Desert Nuclear and Kaiparowits (coal): genera.tion 5
projects scheduled for completion in the 1980's. '.I.‘otal expenditures
on these two major projects are below $13 million in’ 1975. A witness'l
on bebalf of SDGSE testified that since February 1973 SDGSE" has:
reduced its projected 1980 peak demand by wore than. 28 percent. As
a result of the reducticn ‘in .projected peak: demand - SDGSE- eliminated
approximately 840 M7 of peaklng gas turbice and: combined cycle
capacity previously scheduled for commercial oporations between 1975
_and 1980 o \ : : :

, Substantis’ evidence vas prcsented by witnesses on behalf :
of the San Diego Energy Coalition (SDEC)" challenging the necessity of.f
the consm.-nction program of SDG&E. A witness on behalf of the SD"C
presented estimates thnt the future peak load o:E SDG&'F. will be re-- -
duced by the sharply incressin,g cost of eaexgy. :I‘.n the futm:e CEbdii‘bit_
51 Fig. 1). - Moreover this witness pointed out ‘that" by becoming part
of a much 1a.rger power pool (by increase. of interconnection capacity),‘,‘
SDGEE could achieve greater veliability with a smaller reserve ‘ ,
wargin than. presently required The witness concluded that the plant—.
construction program of SDG&E WELL rcsult in reserve capacities that
are unreasons‘bly high : ~ L |

We ca.nnot quan:e’ with the logic of the proposition tbat
rapidly increasing electrical prices shon...d force a' cnrtailment of
customer demand in the future. The difficulty is. that ve cannot at
this time predict with any reasonable. certainty ‘the po:.nt at which

price increa.ses wiil substantially change the predicted peak demands
on SDGEE's system.- We agree with the 'bssic proposition of SDEC

that there must: be su‘bstantial conservation in the future Iffuture
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requirements prove to be lower than present estimates it way become
possible to postpone completion dates of maJor projects in the future.r‘ k
However, we cannot. reasonably conclude on the. evidence before us . that’
major construction expendittn:es presently scheduled- by SDG&E in 1975
and 1976 should be terminated or suspended at tbis time.

SDEC 1is correct that substantial environmental considera—
tions wust necessarily be resolved: before a.pproval of proposed |
future projects of SDG&E- - Any required approval of such projects
'will Involve public hearings in certification. proceedings before this
Commission- The considerations involved in certification of addi-
tional generating capacity may. involve issues far. beyond the question
of predicted demands upon the system. Efficiency of generating units
the availability of fuel required for genmeration, and the cost of
various fuels as well as the entire question of the. environmental
impacts of a proposed project are ma.tters that would necessarily be
reviewed in a cextification proceeding ‘ R -

Ouwr conclusion 1is that the near term capital requirements
of SDGS&E assumed by both. the SDGSE's witnesses and the staff
F&A witness are reasomable. The staff did pot dispute SDG&E's claim
that substantfal comstruction expenditures are required in the near
term, Moreover, the staff witnese on electric loads, resources, and
sexvice concluded that SDG&E will require additional genereting
capacity in ‘the- near: J:u'cure. ~ ‘

Financial Emergency.

e

" Baving concluded that SDG&E faces immediate capital require—‘ b

ments based upon a construction budget for the year 1975 of

$164,329,000 it is apparent that SDGSE requires immediate interim

rate relief to support, addfitional external financing (Series' '7?"
bonds). ‘I.he staff accounting witness preacn.ted Exhi'bit 31,

Statement D, which sets: forth in detail a comparison of the capital :
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requirements and- capital ‘sources for funds avaﬂa'ble to SDGG& :Ln 1975.
The F&A witness assuwed $20 million from a proposed sale of common
stock in the fourth quarter of 1975 and $25 mill:[on from a proposed
sale of preferred stock in the third quarter of 1975. The Fina.nce
and Accounts witness concluded that even with thesc assumed sources

- of capital a substantial debt issue would be reqnired., Since the
estimated 1975 earnings available for :f.nterest coverage (the required
two times interest charges under the debenture ‘Lndenture) would be-

. inadequate to suppert the required debt issue, the witness concluded
that a financial emergency existed and that substantia‘l rate relief
on an 'Lnter:l.m basis was appropr:ua.te. : g o

In support of his conclusion that SDG&E would requ:u:e
additional long-term debt the staff witpess rev:.'.ewed a’ number of
alternatives. SDGSE's snort-term borrowing potential totals $105
willion. With no lopg-term debt ic-ze th:‘.s line’ of credit would ‘be
virtually exhgusted by December 31, 1975 and earnings would be
{nsufficient to: support a. debt issue. Moreover, current income would
not meet the common stock dividend requirement and consequently SDG&E
would be unable to sell additional stock at any reasona‘ble price. '

Non-payment of dividends would not alleviate the f:f.na.nc‘.tal crisis
(nor eliminate the need . for Interim relief) but would wake sales of

conmon stock at reasonable prrces in the ‘near futm:e v:!rtually
impossible. - :

1975 Results of Operations - As Expected

T In the course of the hearing SDGSE accepted certain of the
staff estimates and reviged its exh:l‘.bits accordingly. _ Sheet 6 of
Exhibit 55 sets forth a comparison of the revenue and‘ expense ‘

estimates of the staff eng:[aee.., SDG&E,a.nd the 3taff accountant fo:.- |
. the 12 months ‘ended Decem'ber 31 1975- ‘ Based upon these estimates, KA
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it is apparent that SDGSE. :I.s in need of imediate interim Tate reuef

 As we explain in detail at p. 12, infra, the earnings availa.ble for
interest coverage for the 12 months ended December 31, 1975 withou.. :
interim rate relief, are too low to support the issuance of. any ', ‘,
additional long-tem debt.\ Sheet 6 of Exhibit 55 18 set forth as N
Table 1 herein, L

| 1'he 8ta.ff witneas on behalf of the Finance and Accou:nts
Division recomended that SDGES de g::anted :!med:Late :’.nter:i’.m rate
{acreases to prov:t.de adequate bond" coverage w:tthin foux months after
the date of such interim rates. The F&A w:t.tness concluded that fn
order to isaue necessary long-term debt in early 1976 SDG&E would
require additional annual gross revenues. of $18.8 mill:[on in. 1975. ‘The
staff witness recommended tha.t rates be fnereased 'Ln order to produce
an additional $18.8 million fn 1975 and recommended that’ rates o
be increased by $56.4 million armually effective Scptember 1, 1975 in
order to gemerate the additional revemue in the succeeding four months
At the end of the fovr-month pe-iod ‘the F&A witness recomended that
the interim rate increase be reduced to zn annual increa.se of $18-8 |
ziilion. ' : —_— AT \

L Applicant accepted the sta.ff recomenda.tion that :.nte*im
rate relief be in effect for a pe:::{.od of four months. at a. level tbat
would generate the additioral annual gross. revenae requ:u:ement '
necessary to meet the times interest coverage and’ support ‘“the.
issuance of addlt:t.onal debt. Applicant further accepted the" staff
recomendation that at the end. of the four months ..be :[nterﬁn rate
increases be reduced to produce the anmual gross revenue amount - The.
applicant’s position is that ‘the staff’s recomended revenue :[ncrease
is inn.dequate to meet the f:[.nancial emergency of SDG&?B
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nse Estlnates - Cal¢ulatlbn of Inéréase iIn croséoxevenuea Requ{ted :
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Ko fnterest coveraﬁe calculatlon vas nade b{ the ataff
engineer, Ly t‘evenue and expense estimates
fncrease of 5 158, 000 1975 gross revenues mid be
required to provlde +15 timel {nterest coverage,
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In evaluating this . ret_:bmmenéation' ve must. fﬁ;s t ‘:esq‘._!:.ve_, t:he -
differences set forth on the 1975 estimates of the staff and SDGSE.

1975 - As Expected ~ Adopted - ‘

The revenue proj ectiohs. of the gtaff enginée_r,'. | SDG&E,and |
the steff accountant are essentially based upon the staff eagineer's
estimated sales. The differences in total ‘operating revenues may be
traced to different estimates of fuel adjustment revenues in 1975, . |
and to different assumptions regarding the availability of natural
‘gas for sale by the gas department to the electric department
(interdepartmental revemues), . ' A g

~ Other than the major differences resulting from different
fuel adjustment revenues (related to fossil fuel price and nix) only
one major difference exists among the three exp_'énsey estimgtes. | O:tiér’
Operation and Maintenance expenses were estimated by SDGSE and the
staff engineer at $72.9 nillion. The staff -'acéountant_‘ arrived an
estimate of $70.8 million, approximately $2.1 millfon lower.

The staff accountant arrived at his estimate by using actual
expenses for the first five months of 1975 and adj.usfe’d?-rgcoxd‘ed‘ |
expenses for the last seven months of 1974, The staff accountant
aonualized the known wage facreases in his expense estimate. The
staff engineer reviewed the company‘s 1975 estimates and accepted
them &s reasonable {n the Other Operétion and Maintenance expenses.

The F&A witness testified that he had included. all wage
increases in his expense estimate. . However, he was of the oplafon’
that SDGSE's other OSM expense should reflect: the company 's effort to . . |

curtail all controllable expenses. =~

L .-
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We next consider the question of fuel expense and fuel
adjustwent revenues anticipated in 1975. We recognize that the actua.l
earnings available for interest coverage in 1975 are reduced by the
apownt that total operating revenues (Including fuel ‘adjustment.
revenues) do not offset actual fuel expenses :tncv.u-red. The- sta.ff
engineer used the base fuel price estab“l:tshed by- our Decision _

No. 83675 dated Octobexr 29, 1974 in Applications Nos:. 53945 53946
and 53970. The staff eng:!.neec assumed that all fuel price :f.ncreases
above the base price, as well as cha.nges in gas supply result:r.ng 4n’
higher fuel costs :Ln 1975, would be recovered by offset rate :anreases. ‘
As we will discuss in detail in reviewing the staff accountant s. rec-
ommendation, this did not happen. It follows that the net operating
revenues the staff engineer sets forth for the 12 months ended
December 31, 1975 are overstated by the amount that fuel ‘cost’ :f.n-
creases in 1975 were not offset by matching revenue increases

The staff accountant s 1975 electric department fuel cost
is based upon recorded fuel costs for the: f:[rst five months of 1975 .
plus a projection for the remaining seven months. - The staff accoun- :
tant used the fuel mix in effect during the last seven months of- 1974
and fuel prices as of the latest available date May, 1975) to obtain
his estimate. As the staff accounting witness stated ‘the 1975 fuel
cost estimate will be understated to the extent that SDG&E does not
receive immediate rate increases to offset cost :f.ncreases from reduced
gas supply (the parity decision) and increases: :Ln fuel pr:[ces. :

- It :ts apparent that the staff. accountant f-3 1975 revenue -
requirement of $18.8 million is understated for increased fuel costs
for electrical generation have not been immediately matched 'by offset
rate increases in 1975. . Applications Nos. 55774 and’ 55775 requested
offset rate :l’.ncreases to nmeet . increased foss:r.l fuel prices and reduced




A.55627, 55628, & 55629 ep *.

gas supply to the electric department of SDG&E in the amount of
approximately $29 millfon. Rate increases were necessary to meet.
increased costs commencing July 1, 1975. -Since: those rate Increases
did not go into effect until September 21 1975 it is apparent that
SDG&E's fuel adjustwent revemie in 1975 will not: offset 1975 fuel .
expense. The result is a major reve:m:e shortfall 4n- the fuel expense
revenues in 1975 that is not reflected in the staff accountam: s |
estimate.” The shortfall occurs > 85 the staff accountant expla.ined
because SDGSE did not obtain :‘.nmediate rate increascs x..o offset
increased fuel costs. : : -

'~ ‘The SDG&E revemue estimates include est::t’.mated ﬁzel adjnst:-
ment reverue for 1975 on an as expected bas:[s. SDGSE recognized
$2,161,000 of fuel adjustment revenues resulting from our Decision
No. 84618 dated July 1, 1975. The staff accountant also included
that $2,161,000 In his estimates for 1975. However, SDG&E est:[:nated
additional fuel adjustment revemues of $9,188,000 based upon the '
assumption that SDGSE would obtain offset rate relief to compensete
for the SoCal parity decision and July 1, 1975 fuel pr:[ce :f.ncreases.
Additional offset revenues were granted upon our decerm:[nat:’.ons in’
Decision No. 84905 in Applications Nos. 55774 and 55775., The offset '
rate relief to the electrical department of SDG&E g:::am:ed by
Decision No. 84905 will genexate additional revenue In 1975. , SDGSE
estimated its 1975 fuel :expense at nown prices, with ‘the result that
fuel expenses exceed fuel- adjustment revenues for 1975 asg: expected

SDG&E a.ssumes that any, suosequent fuel adjusment will exactly offsec o

any change in’ fuel acpense._
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We find that SDGSE's estimates of its :Euel offset revemes
end known fuel expenses as expected in 1975 are reasenable for
purposes of estimating the actual net operating revenues available to
SDGSE for the 12 months ending December 31, 1975.

1975 Expected Earnings - Tnterest Coverages ‘

The debenture indenture provides that earnings available
for interest coverage for a recorded 12-month period must be twice
the . annualized Interest on all funded debt. The staff gccounting
witness assumed snnual interest costs of $31.3 million (with no _
additional debt) and annual interest of $35.3 million If $40, 000, 000
in addit:[ona.l debt is issued in 1975. (Exhib:!.t 31, Statement B. ) '
The staff accountant assumed that $40, 000,000 in additionel debt
would be issued at a cost of 10 percent. ‘ |

‘The applicant calculated the annual :{.nterest on December 31,
1975 on fnnded debt as $35 829 ‘million after issuance of $40 OOO 000
in new debt at a cost of 11 percent. If no add:!’.tional cIebt were
issuved, the applicant s assumed cost of all outstanding debt’ at the |
end of 1975 would be $31.429 willion. (Eb:hibit 36) Co

, Without rate rel:t.ef the sta.ff accountant s init:[al calcula.
tions show that interest coverage at pres ent rates. on December 31,
1975 would be 1.61 times if no additional debt were issued and 1 43
times if $40,000,000 of additional debt were Issued. As ‘the staff
accountant points out, earnings at present rates would ‘be inadequate
to enable SDGSE to meet {its dndenture requirement of two times:
interest coverage in order to 13sue long-tcrm debt (E:ch:[bit 31 ,
Statement B, Sheet 1 of 2). The £ig'ures gset forth in’ Exh:l‘.bit 31 were‘

later revised by the staff accountant :I.n order to reflect add:[tional '

operating revenues based upon the staff eng:i.neer s est:tmates of
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sales. However, as’ page 6 of Exhibit 55 showa income required to
support additlonal debt of $40, 000 000 cannot 'be achieved without
substantial interim rate relief. " ‘

It is apparent that the ammmt requ:[:red to neet the :I.nterest
coverage requirement of both SDGSE a.nd the staff accountant is sub-
- stantially identical for 1975. The staff annual interest cost wd‘.th
no additional debt for 1975 is $31.389 mill:’.on, and- the SDG&E annual
interest requirement on. funded debt without- addit:[onal debt is
31.429 million (Exhibit 36, Column A). Both the staff accountant and
SDGSE concluded that without substantfal interim rate relief no new
debt could be issued by SDGSE in 1975. |
1975 Expected Earnings - Rate of Return

‘ SDGSE's showing of financial anergency- and the related

revenue Tequirement is not based upon or directly. related to the la.st
xate of return authorized this utility.k Decision No. 83675 dated
October 29, 1974 found that 8.75 percent was & reasonable rate of
return for SDGSE. Based upon the capital costs reviewed in ‘that
decision, we concluded that a rate of return of 8. 75 percent: would
meet the interest coverage requirement of the SDGSE debenture -
indentures. As we have seen, the 1975 anticipated ea:r:n:[ngs of SDG&E
will not meet the debenture indenture requ:l’.rements. - A8 we would '
expect, the earnings anticipated for 1975 are substentially below
the 8.75 percent rate of return.

The staff engineer estimated that the SDG&E rate 'base as
expected for 1975 would be ‘:759 492 700 Using the staff eng:’.neer s
rate ba.se, the net operating revemzes anticipated by December 31 1975
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'by the staff engineer would produce a 7.24 percent rate of return
SDGSE's net operating revemues would produce a 5. 57 percent rate of .
return (on the staff emgineer's rate base), and the staff accountant s
net operating reverues would produce a rate of return of:6.8. percent-

The president of SDG&Z testified that in the interim case
SDGSE does not seek to exceed its last authorized 8 75 percent rate
of return, A witness on behalf of SDGSE p*esented Exhibit 41, setting .
forth net operating revenues of $6l1, 922 000 for the 12 months ending
December 31, 1975 Including additional. revenues. of $35 046 OOO from .
interim rate relief. The estimated net operating revenues: would
produce a rate of return of 8. 14 percent on the staff engineer s rate -
To authorizing increased rates to allow SDGGE to achieve "
the net operating revenues required to issue securities ‘we are not
determining a reasonable return on rate base, '

_ The staff brief suggeats that any rate increase authorired
to meet the financial emergency should be limfited to an annual
increase of $12-4 million as this is the estimated amount of. Tevenue
required on an average year 'basis to achieve an 8 75 percent rate of |




s, s, s 0 0

| The difficulty with adopting this staff limitation. on

interim rate relief i3 that it would fail to meet the e:d.stz.ng
financial emergency facing SDG&E. It is undisputed. that SDGEE must
necessarily issue securities In 1976. SDGSE is- presently tma'ble. to -
issue debt because its interest coverage is below the- two t:tmes fixed
cba.rges without the issuance of any additional debt. : If we do not
grant ' emergency Interim rate relief, SDG&E will ‘be unable. to: finance
necessary utility operations in any reasonable fashion. The cap:!.tal
requirements of SDGSE's near texm construction requ:[rements could not

be met and the result would be :Lnadequate service.
~ The staff accounting witmess assumed that capital sources

in 1975 would include sale of additZomal common stock in the. faurth
quarter of 1975 (in the amount of $20,000,000) and the ‘sale of
additional preferred stock in the third quarter of 1975 (o the
amount of $25,000,000). (See Ethb:’.t 31 ‘Statement D, Sheet 1 of 2J)
The F&A witness stated that if common: stock’ dividends cannot 'be pa:’.d
from current earnings, the company would be unable to sell additional
stock at any reasonable price. The staff. est:l.mated that’ current net
income would be $16 million short of meeting the est:t.ma.ted 1975 common '
stock dividend. Failure to ach:Leve the authorized rate of retum has '
resulted in a situat:ton which threatens to destroy SDG&E 8. ability to :
attract capital.v = : L R e e
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Short-Term Surcharge = Problems with Agproach

This combination of ci.rcmnstances presents this Comission
with & difficult decision. We are convinced that the record
demonstrates that SDG&E 1s entitled to substantial inter..m relief
And we are satisfied that the record supports the recomendation of
the staff accounting witness that.an extraord:!.nary short-term rate
increase would be required to allow SDG&E to issue debt. at the
earliest opportunity. We decline to accept that recomendat:[on with

the understanding that the result may be: some short-tem ﬂnancing
problems for the utility. ‘

The record shows that a rate increase sufficient to generate "
additional revenue in the appro:d.mate amount of $35 mill:!.on in: the
next four months would be required to bring SDGSE's interest coverage:
up to the level necessary to issue additional debt by Februarv 1976.
We rely upon compelling policy and legal considerations in reaching
the conclusion that such an :anrease :’.s not in the best :Enterests ‘
. -of the utility or its ratepayers. ‘ R o
The greater part of the $35 m:tll:f.on would be to compensate ‘
the ut:.l'.tty for fuel oil expense: already incurred: during 1975.. The
effect of such a rate Increase would be to make the- ut:’.lity wholc for
- fuel expense for the ent:[re year 1975 ‘I’h:[s result would be B
inconsistent with respeot to recent Comission pol:l’.cy w:tth regard to
fuel expense. L |
, -‘We are referring spec:[fically to the matter of overcollection
under the utility's fuel adjustment clause during 1974, and the
corresponding reduction In that overcollection ‘balance dur:t.ng the
first six months of 1975. It is. particularly the undercompensation
for fuel. ‘expense dur:.ng the f:[rst part. of th'Ls year that resulted in
the :Lnterest coverage s:r.tuat:t.on now. before ns, and so long as"a |
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substantial mumber of those months are :t.ncluded in the coverage '
calculation, the utility's interest. coverage ratio will be depressed
The problem is compounded further by this Commission's action in-
Decision No. 84618 reducing SDGSE's fuel clause factor 'by an amount
calculated to offget the utmlity 8 gain from the’ sale of surplx..s |
fuel oil dur:r.ng 1974 a decision now under. reconsideration.
Under tb.ese circumstances we. would have ‘to condition such
an increase upon our ultimate deter:n_mtion in Case No. 9886 (the
fuel clause) and reconsideration of Dec:C fon No.. 84618 ’rhe o
strong pxrobability that this Commission would requ:::e tha.t "uch funds
be returned to the ratepayers over a period of time m:l‘.ght ‘undexmize -
investors' confidence fn such a solution with the result that the =
bonds intended to be :Lssuecf would be- urnnarketable.- We ca.nnot attempt C
such a deparm...e from: e:dst:tng policy on. snch a. spoculative besis. PR R
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Adopted Approach T B -'1 S

with these considerationa in mind we adopt instead an
epproach that will yield to the utility a substantial annualized
increase based entirely on prospective data. We believe that this -
approach, combined with prompt Commission action on future fuel. off- |
sets and the pending genmeral rate: case, will resolve this company s |
financial problems for 1976 and beyond. R

The amount of the rate increase, $27, 200 000 is based on’
the test year 1975, and the calculation of the amount required to
restore the utility’s last authorized return on equity of 12.38
percent. We make no finding with respeet to what: i’s a reaaonable ,
rate of return for purposes of the pending general rate oase. ‘We' do
o'bserve that high interest rates are impairing thia ‘utility s a'bility
to secure equity capital and in this interim order we seelc to at
least halt this erosion. - o ‘ ;e '

While the relief that we grant today does not seem sufficient o
to enable this utility to soon issue additional debt, we do believe
that it will substantfally atrengthen the utility s position in the a
equity market so that additional funds ‘might: be generated by stock’”
offerings at reasonable prices.‘ We find it incumbent ‘upon management
to attempt to ease the situation by exploz-ing alternative means of
financing. We are particularly interested In the poasible applicat:.on ‘
of the Employee Stock Ownership Plan (ESOP ‘the so-called "Kelso Plan™)
and the. prudency for this particular utility, in its tmique situation,
of the practice of leveraged leasing for new constmction. In the
ordering paragraphs we shall direct the company - to report to the 4
Commission on the adaptability of these ‘financing methods to its o
situation and the relative cost of these’ methods compared to ', ‘
traditional financing. We are concerned about the" accozmting practices '
that resulted in the 1974 overcollection being treated aa 1974 income, \‘

~and the 1975 undercollection being treated as 1975 expenses o 'We
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believe that this approach unfortunately misstates the true revenue

picture of the utility, in view of the original intention of the fuel

- ¢lause that over and unde:collect:[ons would. ‘balance ove:.' yeers. : From
our experience we suggest that it would have been more appropriate
for the utility to have amortized the ovetcollection over ‘the sub- =
sequent pexriod of undercollection, and we now request the utility‘ to
make such accounting adjustments to restate earnings, if, it may do
so consistently with generally accepted. accounting principles.‘ ‘The .

~effect of such adjustments would be to increase 1975 earnings, while
reducing 1974 earnings. We note that we do not expect tbis situation
to be repeated for this utility, even though we have p:anted and wz.ll
continue to grant it further offsets, as we bave ordered: it to- eccount
separately for the revemues collected, and we expect to soon modi‘y
the fuel clause itself so as to preclude a 'reoccurrence. ,‘rbtus >
earnings should no longer be affected by fuel clause revenues. And
pexhaps there is an accounting method by which SDGSE could adjust n.ts
accozmting for the gain from the sale of surplus fuel ofl and the
later imposed offsetting reduction so that revenues and- expenses
would be matched and the current 12-month period not edversely
affected.

The Increased revenues granted herein will be ellocated to

each department in the menner requested by applicant using tbe percent-'

age utilized In the general rate case.  However; the' increase i1l not

include the steam department, but will be allocated entirely between '
gas &nd electric depa.rtments.

Subsidiary Relationships - New Albion Resources Company '
SDEC's brief raises several issues in commection with the
relationship of SDG&E to its subsidiaries, especially New Albion
Rescurces Compeny (NARCO), a subsidiary which is involved in- the sale
of coal to SDGSE at the proposed Kaiparowits power plant. SDG&E
axgues that the question of its reletionships with subsidiaries ma.y

£ e T A e e P T T N N e 3
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properly be consideced in the general rate proceedf.ng. ‘ We share the
concern of SDEC regarding the contemplated sale of coal ‘to SDG&E. As
applicant is well aware, subsidiary relstionships are frequently of
substantial concern to this Commission.

Transactions with affiliates are normally reviewed in
detail in gemeral rate proceedings before this Commission. However,
it appears from our record that SDGSE'S ‘subsidiary is: presently enter-
ing into contracts which may materially affect the prices of coal fuel
in the futu:te. In view of the fact that a controll:‘.ng interest in the‘
coal ('ba.sed on our record) appears. to be held by Southem Cal:t.foma
Edisen Company and SDG&E's subsidia.ries we admon:[sh SDG&E thnt any
contrac*' for the purchase of coal 'by the parent ut:[.lity must prov:ide
ressomb.te prices. RO

We do not intend to prejudge’ the question of the reason—-? o
ableness of the terms of any future contxact :[nvolv:‘.ng coal purchases,.
but there are certain facts that are appa.rent on our- limited record
The uwtility's subsidiaries are hardly in the pos:[tion of small :Lnde- ‘
pendent companies :tnvolved in a highly speculative operat:tons entitled
to extremely high returns regardless of the cost to SDG&E and Its '
ratepayers. As SDEC points out in its brief, NARCO “has’ obtsined 1loans
fron SDG&E at favorable rates. NARCO is in the position, as a |
subsidiary of SDG&E, of seeking a coal supply as part of; SDG&E'
Kaiparowits project. We direct SDGSE at this time that it is’ to
advise the Commission staff in these continuing applicstions of the
current status of contract megotiations. We are particularly |
concerned that the staff be informed of any agreements establ:t.shing
prices foxr coal in the Kaiparowits proj ect.. Based: upon the. e'vidence
in our xecord, we would expect that the price of coal could be

extremely sdvantageous in the future, as- contrasted” w:f.th other fossil o |

| fuels on' a Btu ba.sis.
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" Revenue Requirements - Rate Spread | ‘ -

A substantial number of SDG&E's customers appeared before '
the Commission and expressed their obj ection to further rate increases.
The SDEC w:r.tnesses strongly urged that the historical rate pattern of
deciining blocks, resnlting in lower units cost to larger units is
no longer appropriate. We agree. Moreover, we accept t:he judgment
of the SDEC witnesses that the ‘consumption of minimal quantities of
electricity and gas by domestic users beconmes rela.t:tvely pr:!:ce inelastic '
Rising prices may lower demand and assist the goal of conservation o
after recognition that appropriate quantities of electric:.ty and gas
in the domestic rate classes represent minimm necessary amounts which
are relatively pr:’.ce inelastic. In short a minimnn f'cantity of enexgy
is required by all domestic customexs. - :

| SDGSE submitted exhibits setting forth rate increases
required when domest;!.c customers using less tban 300 lctlowatt—hom:s of
electricity monthly and 50 thexms of gas monthly are excluded from-
any emergency interim rate increases authorized.- The st:aff by late-
£iled Exbibit 57, set forth altemat:[ve r...te schedules with exclus:.ons
for less tham 200 kilowatt-hours of. elect:r:.city. 'J.'he sta.ff’s alternatn.vc
is designed so as not to result in an inordinately 1ow rate bemeen
200 and 300 kilowatt-hours of electr'.tc:‘.t:y' at wh:[ch usage level ‘
conservation is- practiceble. . ‘ -

. The staff’s alternative ges rate. design proposed the -
elim:‘.na.t:f.on of the tail block of the general service schedules and a
unifom ra te for all :I’.nterruptible schedules. SR
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The average usage for. domestic customers on the SDG&E
system is approximat tely 500 kilowatt-hours per'month ‘The
company analyzed a group of 8,000 customers: 700 single-fhmily-; -
residential customers whose homes. wexe valued at ‘less than’ $20 OOO
used 376 kilowatt-hours.month1y~on the.average, 1,600 singie-family
'residences whose.occupants bad an average age of 65 or older used
436 k;lowatt-hours per’month ' ' S TR ‘

" Selection of the appropriate level for oux: first step toward _
the 1ifeline concept is necessarily a matter of Judgment. Subsequently;
we will develop more refined leeline rates-‘ : |

- The following tabulation indicates the rate structure we |

' aze cdopting for domestic service- B R S S

'Ratos L o o “ L D‘ "":1 8 —-- -—— e LS
Customex Chazge .. .- " -.$1 86 sz oz sz 13 sz 35

Energy Charge: |
-Fixst 300 Kwhr, per Xvhr . P 0. 03527 : '
Flxst 400. Kwhr per Kwhr .. oo 0 03619 O 03636 S
Pirst 500 Kwhr, per Kwhr ... . =~ 0. 03695
All Excess, per Kwhr eeons 0. 03210 O 03210 O 03210 0 03210

Tae follow:ng tabulatxon cOmpares our adopted domestic _
rates with the xates in effect at the date of this decision 1ncluding S
a 0 AOSé/Kwhr fuel cost adjustment-' SRR L
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Present
- Rates:
/21/75

Present
Rates

'Adopced
9/21/75

'Adooted"-. %
Rates

Usage
Kwh%

Increase

R Races-g.

40 .

100

200 .

300
400
500
1,000 .
1,500 .

we will authorize .increases to the large customers. only- we consider‘

D-1

$ 3 28

6.07

'10.47

13.75

17.04

20.32.
36.74.
53.15.
69.51.
b3

$ 3.85
6.8

11.24

14.52

17.81
21.09

37.51
53,92

70.36 -

$3.43
5.79

9.72
13.66

17.27
20.87
38.96
57.04

7501

$ 3.80°
622
10.26
14.30,
18.34
21.86

-40.03

- 58.11~
76.18

N
WHEWVE

1

‘ e ‘
PNaPESIRS

LI

' [ ]

t

+

o
WONroLYRY

(Decrease)

D-2

$ 3,SJ

6.39 -
10.80.
14,08
17:36.
- 20,65 - .
: 37 07:* L
| 69-90ygﬁ4

D—A,ﬁb'-

$ 4.22
7. 33m*.
11.746:
15.02.
18.30
21.59
.38.01:
- S4.42
70.84

$3.63
T gl0h
100070
1409
C18l120
21 73@q,
5788
'-75-‘196-‘;5: T

$3 99;~'
85
,14 65
1875
L 22.85
L G0L93
59200 -
77208
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As our first step toward the lxﬁegﬁne concept in gas rates

such rate structure necessary to encourage conservation. S
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There is aubstant:t.al evidence that energy costs. wﬂl cont:'.nue o
to increase in the future. A vitness on behalf of SDEC reviewed the ‘
projected capital expenditures of SDGSE and concluded that the request-
ed rate increases, if granted in full in the general rate cases, would
oot support the proposed congtruction program through 1979. No: evidence
was presented to controvert the SDEC contention that under existing '
economic conditions the only feasible alternet:f.ve to future xate
- Increases would be conservation: and development of alternat:r.ve renew-
able emergy sources (assuming such alternative sources would be - |
‘available at a lower cost than the presently a:va:‘.lable energy). l‘he- "
SDEC evidence supports the conclusion that: the capital costs’ of SDG&E'
construction progran will result in substantially increased energy
costs in the future. The ev:.dence {s that SDG&E is- faci‘.ng mcreased
energy demsnds. Conservation is absolutely :‘.mperetive.y Under the
present circumstances, we will make every attempt to’ minimize the .
economdc dislocations and hardships of rate Imcreases. .

Customers of SDGSE have urged that rates and charges should
be increased for meter account activity fees. Rate. :anreases are -

suggested to meet the cost of sending servicemen to customer locetions.
Substantial charges are recommended to comnect new service-‘ .

' Counsel for SDGE&E stated that these: changes recommendcd for
new hookups and service calls should- be cons:’.dered in the general '
rate case, and that SDGSE agrees in pr:lnc:tple with' these recommenda.-
tions. The city of San Diego also urges that such rates and charges
be increased and adopted. Such rate reform cannot reesonably be
established on & four-month interval, the peried: of the inftial =
Interim rate relief when substantial rate :l.ncreeses w:x’.ll temporer:t.ly
be in effect to meet the . fiscal emergency of SDGSE. ' :

: Staff counsel advised all parties on the record that the
staff intends to present substantial rate refom in thi's proceeding.
Although we do not, and cannot on the record for the :[nterim rate

1/ See our comments on comservation in Re Pacific Gas & Electnc i
Company, Dec:Lsion No. 84902 dated Sept_ , e

. e . - I o . o, v - L . o
t ! . o el T e En o o C
. R ‘
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Telief, adopt all recommendations for rate reform that have been mae-
at this time we advise SDG&E that comprehensive. proposals fox such ,
rate weform must be expiored in the general rate case proceedings In
the interim however we are adopt:ing rates to enhance conservation and '
reduction in maximum demands. In addition: to exclusion of inc-eeses
to the lifeline domestic customer, and resulting large increases to
other classes of customers, we are providing greater than average'
increeses in demand charges for demend metered. customers., ‘This shou"d' :
be the first step towaxrd proposals by SDGSE and othexrs foxr pea.k load
pricing rates and other tariffs which promote cm:'tailment of: load
during peak periods. Tt is clear that the rate reform recomenoat:z.ons -
have substantial merit and an adequate record, including specific
propooals must be developed in order to implement such reformo.

SUBJECTS FOR GENERAL RA’I’E CASE : _

There are a mumber of subjects that relate ‘to the- operat:lon
of this utility that we intend to- explore in the genera.l race case,
in addition to those ma.tters necess&rily included ' |
Conservation ‘ . - ‘
'In Decision No. 84902 involving PG&:. tbis Comission B
announced that "We intend to make the vigor, imagination, and"
erfect:.vcccss of a utility consexvation efforts a key question in
future rate proceedings and decisions on supply author:.za.tion. In
the hearings to follow we e:q>ect the applicant to make a shom.ng with
regexd to its accomplishments and intentions w:!.tb. reSpect to con- o
sexvation and related matters, such as a.lternative energy sou::ceQ. -‘

| J.his is a matter of the umost: importance and: grave concern to thi;
‘Commz.»sion. ' : . Sl , A .
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Intertie and Mutual Ass:i.stance

It view of both the economic advantage of maintaining _
reascoable rate levels and financial constraints on rais:[ng cap:i..al
fox comstruction, It is essential that SDGSE restricts new facilities :
to the xdnimumm necessary to provide a.dequate service. Reduct...on in
reserve maxging can prudently be made If SDG&E a.nd the other
Celifornia electric utilities will expa:nd on mtual assistance m:range—
| ments and further utilize intert:f.es to~ ma:d.mize the eff;ciency of tne
- combined systews..

The" diversity :I.n system 1oads should pemit overall reduction--
in capac:!.ty expansion which will reduce the enviromnencal impact on

the state of electric fac:[‘lit:.es :Ln ado:(‘.tion to prov:t.ding ecornom:c
'beneflts. : ‘ : |

‘ uookng) or Connection Charges

. The cost of adding additional customers to the ut:[l:[ty
network contimes  to escalate. There is a s-ubstantial quest:[on whether
this Commission sheuld depart from traditioml regulat:f.on and :I.mpooe

kookep ox cortmection charge in proportion to the actual cos.t to ..he
uti.r.ity, and if so, whether the charge should apoly to all ncw '
constrv.zct:.on or whether urban renewal should 'be excluded o
Peak Toad Pricimg - - : - S -

' .The sub_ject of peak 1oad pr:'.c:{.ng :f.s pa:t of our investigation |
into electric rate structures._ In this proceeding we: would like to
expilore the possibility of offer:'.ng ratepayers a discmmt :u: the:f.r'
rates bcsed upon the installation of special me"ering at the rate-
payvers’ own expense. The record must be developed with respect to‘
rossible customers for such.an offering the effect of peak loao
'-p*'rc"...ng on the ut:tl:l.ty 8 revenues, and the effect on :f.ts plant




£.55627 et al.Wha # fep **

GasHeating for Swiming_Pools S S
'~ The future availability of gas supplies sufficient for fim
utility customers is a matter of grave concern to- this: Comission.
Based on our current lcnowledge of gas supplies, we believe that thzs
Commission may have to impose a moratorium on the connecd:on of new o
gas heaters for sw:!.m:{.ng pools. In this regard we propose that no
new gas heating connections be allowed., We hope to explore "
this issue further in the hearings to follow., We encourage new
building. construction to rely on solar heet:r.ng for th:!.s P'II'POSG- X
Employees! Discounts ‘ e ‘ e
Obviously employees' cn.scounts are a fr:.nge benef:tt and th:Ls -
Commission’ cannot e:cpect that such discounts w:.ll terminate without
some corresponding increase in sone other Icn.nd of benefit. _ But
d:.seounts in electric and gas rates are SO plainly inconsi.stent w:.th
~ comzexvation efforts that we must place on' notice the util:tty ancr :Lts
employees that discounts must be eliminated. We' suggest ‘that: one '

. possible substitute m:.ght be the so-called "Kelso Pla.n" ‘émployee
stock. ovpt::.on proposal. o > c : T
Attorneys' Fees -

We belleve that the relationship between the uti.lity and ai

law firm with a partner on - the company's board of dn.rectors requ:.res o
that th:.s Comssion have in the record ev:.dence tha.t supports the

_rea.sonableness of the relationship and of tb.e fees eharged‘ the L
utilicy by tb.a.t law £fzm. - o "
S.alaries ' : : d -

l‘.n Dec:Lsion No. 84902 :.nvolving PG&E th:.s COmmission
determined that ‘executive salaxry amounts in excess of. $100 OOO
annually should not be borne by the ratepayers. ‘We shall undertake |
to make a deter:xination as to the appropria.te amount for* thd'.s ut:rl:.ty. o
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Advertis ingl

The matter of advertising is a- subject: of subetantial
intezrest to many xatepayers. In recent yea.rs tnis Commission has
instituted guidelines with respect to the kinds of a.dvertising expense
that is allowable for ratenaking purposes. In the proceeding to
follow we intend to consider whether this ntility is- complying with
such guidelines and whether snch guidelines onght to be modified

‘ Ieg:.s'l.ative Advocacy

' In Decision No. 84902 we ‘also determined thnt the lobbying
expenses should be borne by the company s sha.reholders not ratepayers.

The same subj ect is obvionsly elso an: issue in this proceeding. SN
Board of Directors :

© The makeup of the utility s boerd of directors is- a ma.tter
over, which this Comission exexrcises no contro....‘ Consequently, /

do not propose to undertake any action in that regard ‘We do suggest
that there may be ways tha.. the company could, by open:.ng up its boaxd
of directors, xeduce the public sentiment in opposition to- further
rate increases. Though that i{s a :netter u..timately foxr the utility s
shareholders. to decide, we do invite comment in this regard |
Multi-family Dwellings and Mobile Homes ‘

These residential dwelling units raise serious ratemsking
problems with respect to-treating the residence fairly and um.formly _
with othexr residemces, while not d_.,crimnating a.gainst the suppl:.ers
caught in the middle. We direct the utility to come;’ forward with some_‘ g

solution to this problem. . - I b P L o

Eﬂ’ﬂ&i‘.’."" ' ' L :
- The matter of cont:rolling expenses is a su‘bject of great
concern to this Commission, particularly, in the face of the financial
problems confronting this utility. We expect that the applicant will

be able to show actual economies and contxols implemented in an effort.‘ [

to ease the problem and to demonstrate to the ratepayers that they and;_\ .
‘theixr utility shaxe a common. interest in this rega.rd
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| Findings .

1. SDGSE, by Applicatlons Nos. 55627, 55628, and 55629 req:t:escs o

authority to increase its ‘rates and cha::ges 4n the ennual anount of
3119,463 900 (28.7 percent). SDG&E s request :Ls based on a 1976 te.,*' :
year, | |
2. SDG&E f:f.led a petition for :tnter:!’.m rate increases :f.n these
mattexrs on April 16, 1975, based on SDGEE's expected ‘Tesults of
opexations for 1975. The petition sought $71, 225, 000 elect::z.c |
$7,241 »100 gas. The company's. request was modif:[ed :fn August to seek
$35, 000 000 for four wonths. L T |

3. Decision No. 83675 dated October 29 1974 :’.n Applicat:.ons
Nos. 53945 53946, and 53970 found: the reesonable return on equity. to
be 12.38 percent and the reasonable rate of return for SDGo:E to be |
8.75 percent, based or 1974 operat:!‘.ons of SDG&E. |

4. SDGEE's retumm on rate base on 1975 anticipatad actual
earnings will be below seven pexcent without emergency rate rel:tef

5. SDG&E requ:t.res additional capitsl in 1976 to finance its
construction program. A reasonable estimate of. the amount required -
to finance the construction program is $164.3 mll:r.on. Wxthout such
progren SDGSE's ability to provide adequate sexrvice may be impaired

6. 1In order to issue and sell stock on & reasonable basis,
SDSSE must have adequate earnings - Anticipated’ 1975 earnings, wi..n-
out interim rate relfef, will be inadequate. o ’ ,

7. SDGSE's available short-term credit from bank loans a:.'.d k
cormercial papex totals $105 million. Such short-tem borrow:l’.ngs mist |
~ be reduced to zero: every 12 months and held at zero for 30 days.

8. SDGSE's outstanding debenmre Indentures requ:“.re that .
earcings avallable for interest coverage (for a: lz-mon.th pe*':l'.od in S
the prior 15 months) must be two times annual interest on. a.ll fr.mded
debt at the time fnrther debt is :tssued | | |
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9. SDG&E s estimated results of operations for 1975 are set
forth in Table 1 in this decisfon. SDGSE's estimates of revenues
and expenses on an "as expected" basis, Table 1, 001. 2, include
reasonable estimates of anticipated fuel expences. and revenues. ,\uyj_

10. SDGSE's met operating,revenueo for 1975 without interim
rate increases, will be too low to meet the two times annual interest
requirement of the outstanding debenture indentures,‘ SDG&E cannot
issue mortgage bonds at the present time SR . R

11l. SDG&E' s.inability to issue securities in order to meet o

p resent financial requirements: constitutes a financial emergency
Teq ng immediate interim.rate-relief ' _

12‘ Until SDGSE's earnings are sufficient to-allow SDG&E to
j.esue, additional securities, SDG&E 3 present financial emergency
will continue., ‘ : ' ' " '

130 Undercollection of fuel expense for the first half of 1975
is the primary'reason for- this utility s financial problem. -

14. THigh interest expeuse continues to. erode SDG&B's ability
to oecure equity capital.

i>. Based on'a 1975 prospective—test year a rate increase o

- of $3.1 million for gas and $24 1 million for electric is required to . f;

maintain a 12 38 percent return‘on equity.»; J.(j<‘u3w.'
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16. Increasing energy demand on the SDG&E system :I'.mposes
substantial capital construction requirements on' the utility. 4
Increased capital Tequirements result in- incressing energy costs to -
SDG&E. Conservation of energy will lessen SDG&E's cspitsl -equire- IR
merts. Decreasing rate blocks to larger consumers of energy does '
not encourage conservation. T o

»17_‘.* Present energy sources are limited and totsl ultimate energy
supplies are limited. - Future energy sources: a.re available only at
increased costs. _ Under such circumstances, authorized rstes should
encourage maximum. conservation. ' : S .

18.. Energy use in smaller quantities by domestic customers is -
less price elastic than the enexgy used in the tafl: blocks by large -
domestic. consumers of ene..gy. Rstes should be designed to encourage‘.
maximum conservation by large emergy consumers. |

- 19. Interinm rate relief is justified snd required in the
annual amount of $27. 2 m:.llion. L :
Conclusion o - ' ‘
~ The: petition for interm rate relief should be grsnted to
the extent set forth in the following order. Finsl rates will be
authorized after full hearings on’ all issues involved in the general" ;
'*'ate increases.'g__.wu : , LT e T P
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INTERIM ORDER

IT IS ORDERED that San Diego Gas & Electric Company is
authorized to file with this Commission on or after the effective
date of this oxrder, in conformity with the prov:[sions of General
Order No. 96~Series, rev:!.aed tari.ff schedules w:f.tb. rates a.s set forth
in Appendix B. ‘ -

- - IT IS FURTHER ORDERED that Szn Diego Gas & Elect:'..':x.c Company
shall report to the Commission in writing within th:x.rty days as to .
the possible applicability and prudency of ‘the Employee Stock Ouner-
'ship Plan and leveraged leasing in 1its finenefal situation.

The effective date of thi‘.s order is the date hereof
Dated at . San.Francisco , California, this

OCTOBER _ , 197s. D —=—

e ~ being e

‘ 'Comm:( ionor Vernon T Sturgeon.
necossarily: ab..ont. dLa- not pa:‘ticipato“ SRS
in the d.isposi.tion oL m.y:procooding.
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APPENDIX A
LIST OF APPEARANCES o !
Applicant: Chickering & Grego by Sherman Chickér:'.’ng,' C. Hayden
g egory, DY I—y_'ttorr.

Awes, Allan Thompson, Attorneys at Law; Gordon Pearce, ey
at Law; and John H. Woy. o

Protestants: Robert S. Giovannuceil, for Real Estate Servicing
Company; Zoe Weinberg ( In lleu of Elaine Liebbrandt) and Arthur
Degtsch, for the Gray Panthers; Madeline Marini, for Consumer Power .
and S.D. Energy Coalition; and Jack Walsh, Attorney at: Law, for

himself .

Interested Parties: Ronald L. Johnson, Deputy City Attorney; M. W.
Edwards, Utility Rate lomsultant, for the City of San Diegos;
Charles J. Mackres, for the Department of Defense and other
Executive Agencles of the United States Government; Mark B. W.
Murray, for Southern California Edison Company; Frank J. Dorsevy,

or lhe Consumer Interest of the Executive Agencies of the United
States; Elroy F. Wiehl, for the City of Escondido; Debra A.
Creenfield, tor tae City of Vista; Madeline Marini, for Consumer
Power and S.D. Energy Coslitioa; Herbert B. Shore and Francis :
Halg, for San Diego Energy Coalition and New Awmerican Movement;
ames Jacobson, for Solar Advocates of San Diego; and Clem' J.
Nevitt for himself and other retired employees. - '

S ———

Commission Staff: Elinore C. Morgan, Attorney .at Law; Jack Gibbons,
B.A. Davis, and John D. fea&er, - : : N ,
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APPENDIX B
Pagel‘or'B_
RATES - SANDIEEOGAS&WGCMAM EIECMCANDGASDEPm

Applicant's electric andb 5as rates, charges, and conditicne are cha::ged to the
level or mctmt set forth n. this appendix,

SCEEDUIISNOS D-J.'IER(XX’:’KD-I&

BT 5 perueterPerMomth - SRR
T 15 b3 oL
Custoner Cha:rge | - '3 W t SENRETRE -1 Sl !
I“IrstBOOMr,permhr :

Firet 400 Kwbr,: per Kwhr o $O 0361Q $0.03636
Pustsooxwhr,permr L ‘$003695

ALl -Excess, per Kwhr .. - 0.0% " . .03210 00321*“ .03210

ooz wos, -l mocm Ak

RATES -~ S - ' Per Meter Per Month:
| o o S S T AT A2 A3
Custoner Charge 0.0 $1.75'2 BRI TGRSR
Energy Charge v o FR
First 100 Kwhr, per Kvkr 0.05753 0. 06023 g o.06h13g_;
Next . 400 Xwhr, per Kwhr = 0.04893 = 0.05023 . 0.0523
Fext 1,000 Kvhr, per Kvhr 0.04343 - 0,04433 - 0.04583
Next 1,500 Kwhr, pexr Kwhr. - 0.03943°  0.03943" " 0.039L3" .
Next 2,000 Xwhr, per Kvbr 0.03869 " .03869 0.03869"

AL Exergy 1n Excess of. S,ooom(hrpez- momth: oo
First 100 Kvhr/kw, per Kvhr ~ 0.03865 0.03869: 10.038697 - 0
Next 100 Kwhr/Kw, per Kvwhxr  0.03469  0.03469. - 0.03465. 0.0
Next 100 Kwhr/Kw, per Kwhr 0.03169. ' 0.03169°  0.03169: .0
AL Excess. Xebr, perm 0.02969 0.02965 1 0.02965"

LT




" Per Meter . ..
 Rer Momth
Emergy Charge . IR B
msr.s,ooomwhrorless | : $3aoh5
Allmergyinrbccessotéooomrhrpcrmonth o
‘Flrst 100 Kvhr/Kw, per Kvhr . I ,oz,m,..i_
Next 100 Kwhr/Kw, perxwhr Co 0403592
Next 100 Kvhr/kw, per Xwhr : L 0.0238
ALL Excess’ Kwhr, per Kwhr ) T 0. 02118 <
Min...mmear : Themzﬂﬂyﬂnimchareshallbe$ o
« ) ges but -not. less than $1.1+O ger Xv of. bm!;ng
demand - _

SCEDUI.E NO. A-G

RATES L permeter
: ‘ o . : :“__v"Per Mon‘tb‘::’-

Enerearcmrge ' SO
Firstlooxvhrlxw,permuﬂ S .0h132
Next 100 Kwhr/Kw, per Kwhr . = = = C 10,0358
Next 100 Kwhr/Xw, per Kwhr = o 0.02197.. . . -
- ALl Excess Kwhr, peerhr s J e 001907~

Minimm Ckarge: The monthly ninimm cha.rge shall be $7,000.00
dut not 1ess then $1.40 er. Kw of 'biJJ.ing

SDEIDJ'LES NOS A-Wx:? E, P—ME, and PIX': ‘

All sales of elec‘t:r:.c ene.rgy sold undu- ‘the abcve schedulcs a:re increased
Yy 0‘389 cexts. per kﬁ.cwatt-hour. o

SC‘!EDUIESNOS LS-l LS-2 LS-B, LS-ZJ- DWL ‘PA OII;—].1 and OL-ME

ALl sales of electric energy. sold undu- the above schedulea a.re i.ncrea.sed
-rby0°32cen::spe:r:mmtt-hcur.‘._l- e _
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APPENDIX B -
: Pege 3. 0L 3

RATES
‘ Per Meter Per Mon'th

.A.J.'L ‘ﬁség“e-'per therz o

L " " .

" ALl usage per million BIU
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A Ss629)

comrsszom wnum-smons JR., coucumc

San D:.ego Gas and Blectnc s customers and the economy of the area |
the Company secwes surely need adequate rate. rel:.ef to keep the:m ma;or -
ut:.l:.ty company operat:.ng on an even keel. ‘ I eoncur w:th the :.ncrease
as .far as it prov:xdes parc of the necessary f:z.nanc:.al relief ‘but the
magomw, in . reg ec‘czng the hear:.ng exam:mer’s more adequately desa.gned
rel:.ef makes a serious error. 'rhe dec;smon does not meet the real:.t:xes -
of fmanc:.ng the :mmeda.ate futere s constructa.on requ:.remem:s so that thefw_-j B
ab:.lity o meet the people‘s energy needs w13.1 not suffer tomorrow,‘ It ”
is of small value to toss in * l:.fel.me rates" when the dec:.szon fa:.is to
meet the pmc:.pal need gustzfy:.ng :.ntera.m rel:xef (I belzeve the .
lifeline issue should be dec::.ded m Case 9804 ouz» General Investlgatzon .
in: electnc rate strucz:ure where the ev:dence h.sr= been entered )

Tcday"s dec:.s:x on is rem:.m.scent of f:x.ndmg a’ pa'c:.ent who needs 2
pints of blood ‘but transfu.,n.ng him w:.th 1 p:.m: and add:mg a warm wa.sn
'cha*- he lives um:u tomozvrow Unfom:unately, the customers, not the

Commzss:.on scand the long watch. hE

- 8an I-‘ramc:.sco, Cal:.foma
: October lS 3.975 .

Comm:.ssn.oner




