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Decision _~ ___ . ___ ~ ___ ~ ___ 1 . APR 1 S 19s4~ ®\frlm~n~~fb . 
:BEFORE THE PU~LIC UTILITIES COMMISSIOlt OF THE STATE OF CALIFORNIA, 

In the Matter of the Application of ) 
SA..~ DIEGO GAS &: ELECTRIC COMPANY for l 
authority to increase its rates and 
charges for electric, gas, and st:eam 
service. 

Application 82-12-57 
(Filed December 24, 1982) 

----------------------------------~ 
FINAL· OPINION 

By Decision (D.) 8;-12-065 in this proceeding the 
Commission ordered further hearings on two issues it could not settle 
by D.8;-12-065, ge-s, rate design and ratemaking treat:ment of the 
:Blythe Site. Further hearings on those two issues were held in San 
Diego Janua.ry 26 and 27, 1984 before Presi.dent Leonard M. Grimes, 
Jr., Commissioner Priscilla C. G:rew, and Administrative Law Judge 

• 

(AU') Albert C. Porter. This p:roeeedt1p.g is now re~dy for a' tiDal 
deCision. I 

• 

Gas Rate'DesiSl'.l; 
The further hearing on gas rate design was prompted by: t~e 

gaa rates authorized in D .83-12-06;. , ~he a.uthorized rates set 'the; 
lifeline 'rate at 104% of the system average rate. As diecussed in 
D.8~12-065 the Sher :Bill limits the baseline rates, which are to 

.' . ' 

becClme effective May 16, 1984, to, 8;~ of the system avera.ge rate : 
unless industrial rates have to be lowered to prevent fu~l switching 
and, conversely, high priority rates have to be 1ncressed'tomeet. the 

. ..' 
revenue requirement. (Public U~ilities,' (PU) Code § 7;9, (c).) 

At the further hearings in this phase, witnesses, ~or San 
Diego Gas &: ~lectric Company (SDG&E) aJ).d the Commies1on stat! ' 
(stat!) recommended, that the gas rste~autbori:z:ed by D,.83~12-065 ,be 
allowed to stand until" SDG&E' s Spring 1984 Consolidated Adjustment 
Mechanism (CAM) :proceeding. . " 

. ..' 

The staff further recommends that·i! there, is no.decision 
on SDG&E's Spring CAM by. May 16, 1984, the Tier :Irate', which b'eeomes 
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• the baseline r.ate instead of lifeline rate on that date, should be 
reduced by 4.530¢!therm. This:would :put the baseline rate a~ 96.9~ 
of the system average rate. The 4.530¢ reduction can be made with no 
change in revenue requirement because, the staff claims, when 
baseline is implemented on May 16, there will be an estimated shift 
of ;0,175 Mth from Tier I to Tier II; this will create a. $9',741,000 
revenue increase based on the sales adopted in D .8·3-12-065. The 
96.9% relationship· in lieu of the 85~ relationship would .be 
reasonable in order to p~event substantial fuel switching and, 
therefore, would satisfy the requirements of the Sher :Bill. 

The recommenda.tions of the SnG&E and staff :witnesses a.ppear 
to be reasonable and will be adopted~ 
Blythe Site Phase 

Fi ve part.ies to the proceeding took part· in the fUrther 
hearing on the Blythe, Site, SDG&E, staff, City of San Diego. (San 
Diego), Welfa.re Rights Organization (WRO), and the Sierra Club. The 

.Sierra Club took no posit.ion on how the Blythe Site should ~. treated 
for ratemaking purpos~s, but recommended that the Commissio:l's , 
deciSion be based on a consideration of equity in a compari·son with 
other potentia.l energy opt.ions-: 

There are five possible rateme.kine; treatments for the 
Blythe Site before the Commission_ SDG&l: re.commends the $45,035·,000 
presently in rate base be continued in rate base at the' 12'.8'2% ra.te 
of return authorized in D. 8·'-12-065 • The staff recommends' deletion 
of the $45,035,000 from rate base. The ALJ recommends continuation 
in rate base of $19,476~000 which represents the investment in.land 
and water rights, at the 12.82% return, and amo-rtizat1on over 10 
years of $25,559,000 in development costs,. Commissioner Grew. 

,proposes an alternate (Grew Alternate) which removes theS19,476,OOO 
in land and wa.ter rights from the rate base, but a.llows SDG&E' to 
accrue its. carrying cos·ts· for possible: futu.re recover:Y when .a plan 
:for the Site 1smtlde definite, and writes off the development costs 
over four years. As an interim ,measure pending final· determination, 

• 
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the Commission adopted the 'status quo which continues' the $45,0'5·,000 
in rate base but at the rate of return ot '0.59~ found reasonable tor 
the Site in D.93892. 

The effect 0:1 SDG&E'srevenue requirement of these five' 
;'\ 

possibilities is shown on ~able<1 which is taken from Exhibit "0, , 
witness Ferraro. , 

SDG&E stated it is willing to accept the Grew Alternate in 
the ab'sence 0'£ any other alternative acceptable to the Commission. 
However, SDG&E' proposes' tha.t two conditions 'accompany, the Grew 
Alternate. First, SDG8-.:E requests authority to remove, the rental 
income trom the ranch lands '£rom the miscellaneous revenue account 
and let that revenue' tlow below the line to partially offset the 
burden on shareholders of no return on the $:19.5· milli on'. Second, 
SDG&:E would want the $19.5 million accounted for by a. memorandum 
account rather than shown on the compe.ny' s books· as '. a. defened 
account,. 

• We note that under the-adopted Uniform System ot Accounts, 
there is no such thing as a memorandum account. ~he memorandum. 
account term has been used by the Commission as a means of 
distingu.ishing a ratemak1ng treatment accorded certain items which is 
dif:f'eren't :f'rom the way the'items are classified for financial 
statement purposes. When the term memorandum account is used to 
denote a. removal from rate base and not a change in the accounting 
requirements prescribed by the system of account3, a memorandum 
record or subac,count can 'be creat·ed to identify the 1 tem that is 
excluded from r~te base for ratemaking pur:poses .• 

On the other hand, a deferred debit account reprE'sents.the 
correct accounting treatment for recorded items exc1uded from ra.te 
base. A deferred debit represents some mea3ureof potential future 

' . . -

• 1 For 1983, rental revenue from the :Blythe Site wa.s $516,000. 
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,~ value to the utility tor plant 
uset'ul ?lant or plant held ::or 

not currently identifi~d as used and 
future use. with a do!1ni te ,pla.n whi¢h 

, does not • ..... arr3.nt ret& ba~e treatment. ~he useo! a. deferred debit 
account avoids misrepresenting an itec of plant or expense ,tha.t is in 
dispute 'for ratem3.kine versus a.ccounting purpose1.5. 

Sta.ff continues to recommend that the Blythe 31 te be ' 
excluded from rate base until the criteria for ltscont1nuation in 

.' ' I 

'Plant held =:-or future use (PHPU) as set fO,rtn in D.9;,892 ,are met. 

Rowever, it 'the, Commiscion. dON~ not accept that recommendati.ol'l:. ~hen 
sta.ff supports the Crew Alternate., San Diego takes the'same:pos:ttion 
ac the sta.:f't, havingop:posed continua.tion 'of 'the $i te i'n ra.te b8.~e , 
throughout the proceeding. "'TRO supports the Grew Alternate. 

We believe the Grew Alternate j.e the best, course' and 1 t' 
will 'be ado'Oted. It 'Outs 3DG&E on notice that the site' will not be .. . . , 

reinzt~ted in rate base 'until the criteria we set forth in'D.93892 
are met while the tour-year' write-off of the $25 ~5 milli:on, gives 

A SDG&:E a reasonable cash flow. The deferred debi,t: account will 'be 
,., adopted to keep track. of the investment tor., ?HFU purposes,.'" Tr.e ra'te 

of return for interc$~ purposes posted to the ~ccount wfllbe 

whatever, return is currently authorized SDG&E. .' The rental income 
will be moved below the line for cash flow :pur:po:;,es~ but noted in the 
de~erred debit account so that it is accountedfo,rzhould the si.te " 
ever be moved back into rete base., 

For the, sake of continuity, we~will not order a reduction,' 
in SDG&E's rates at thiz time to $.ccount for the$i ,667,800 
($8,201,~00 - $6,5)3,500. Table 1) reduction in revenue requirement. 
Although we do not want this to be PJ. precedent, because of the ema.ll 
size ot the adjustment a.nd becauce it io $", reduction, we will order 

ZDG&E to adjust its ERAM margin to reflect the reduction. On a ,CPUC 
jurisdictiontll baSis the reduction to margin is $1,622, ,90.. Tha.t', 

. , ,~ , . 

reduction of l~ec then 2/ j 0 of 1 ~ cO.n be aec'ounted tor in,'rSDG&:E",S 
next ECAC proceeding. 

r' • 



A.8.2-12-57 /W'/jt;, , Table 1 
S1.lI1'1mary of Ratemaking 

T.cea;,tmcnt Proposals For SDG&E's Blythe Site 

J/ 

• 1994 Revenue P~Jitement 
($ 'l1'lOosa."'Kls) 

'KLJ FOrter 

FateBase 19,476,000 (1) x 2l.25~ (2) 
'Amortization 2S,559,000 (3) ~ 10 (4) 
~ valorem 1axes 220,000 (5) 
Franchise Fees &0 U'lcollectibles 2.25% (6) 

Deeisicn83-12-065 

Rate Base 45,035,000 (7) x 16.68% (8) 
1iJ Valorem ~es 509,000(9) 
Fra.~ Fees & tJncollcctibles 2.25% (6) 

C'a:'missioner Greo.-:' s·Al terr,at~ 

A":Ortizatioo 25,,559,000 -: 4 (10) 
Franchise Fess & unco11ectib1es 2.2S~ (6) 

DMSICN 

Rate Base. 45,035,000 x 21.25% (2) 
hl Valorem Taxes 509',.000 (10) 
Franchise Fees & t.hcoll~ib1es 2.25~ (6) 

4,138,650 
2,555,900 

220,000' , 
15S,S77 

1,670,12'7' 

7,511,838 
509,000 
180r~69 ' 

~,201,367 . 

6,389,750 
143,769· 

6,5330,519 ' 

9, 569,9.3a 
509,000 
226,776 

lU ,305, 714 

(I) $19,476,000 - Land ana water rights. 

$7,070.1 

$8,201.3 

$6,533 .. 5 

$0.0 

SlO,30~. 7 ' 

(2) 21.25% - 12.e2~ ~thorizeO ~te of Return xl.657G ~te ~ net to 
9r~~ multiplier w/o franchise and uneo1lectib1es. 

• 

(3) 525,559,000 - NOn-land a.~d water ri9hts expenses 

(4) 10 - A:rorti~tion pe:ioe in yC!arz. 

(5) $220,000 - M Valorem taxes associated with S19,476,000 i:1 rate base • 

(6) 2.25~ - Franchise and uncollectible rate. 

(7) $45,035,000 - 'Ictal of (1) a."1d (3). 

... 

(8) 16.68% - lO.S9~ Present r~te of return for Blythe Site x 1.57S1 ~te Base 
net to gross multiplier w/o !tanchise ~ unoolleetible~. 

(9) 509,000 - k1 Valorem taxes bSSOCiwtcd with S4S,C3S,OOO in rate ~e. 

(10) 4 - A~rtization period· in yearz. " -S-' 
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Findings of Fact 
1. The Commission ordered further hearings :tn this proceeding 

on the issues of gas rate design and ratemaking treatm~nt of the 
Blythe Site. 

2. The heo.rings noted in FiX'lding 1 were properly noticed ana 
held and all parties were given an opportunity to appear and be heard. 

;. Baseline rates and rate relationships required by the Sher 
Bill will not become effective until May 16, 1984. 

4. The recommendation of SDG&E and staff that the gas rates 
authorized byD.8;-12-065 be continued until SDG&E's Spring 1984 CAM 
proceeding is reasonable. 

5. If ther.e is no deCision on SDG&E's Spring 1984 CAM by· 
~!ay 16, 1 984, the:··~:~!~~. I rate tor gas service can be reduced by 
4.5;0¢/therm as recoue:n;!ed by staf:f to- account for the estimated 
shift in usage from·Tier I to Tier II of ;0,175 Mth., 

6. Although the step taken in Finding 5:will.not bring the 
~relationShiP of baseline to system average rate to the 85%· required 

by the Sher Bill, the resulting rate relationship· is necessary to 

• 

prevent substantial fuel swi tch1ng. :" 
7 • SDG&E has not met the criteria. set out :tn D .:·9;892 for 

continuation of the Blythe Site in rate base. 
8. The Grew Alternate tor ratemaking treatment of the Blythe 

Site is the best alternative at this time. 
9. A deferred debit account for the land and water rights 

portion of the Blythe Site accruing monthly compound interest at e. 
nominal 12.82%· per year is the proper accounting treatment. , 

10. It is ia.ir to remove a.nY' Blythe Site rental income from an 
above-the-line account to a below-the-line a.ccount and also account 
for the rental income in the deferred deb·i t ac·count referred. to in 
Finding 9. 

11. Four years is a reasonable period to write off the· portion 
of the :Blythe Site 'investment not aSSOCiated with the land and water 
rights . 

- 6 -
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12. The reduction in revenue requirement occasioned by the 
adoption ot the Grew Al ternatetor the :Blythe S,i te is best applied by 
an adjustment in SDG&E's ERAM with no change in rates at this time. 

1,. :Because this deciSion provides for an eventual reduction in 
revenues which will be affected by the date the required accounting 
changes are made, this decision should be effective on the date 
signed. 

14. There are no :further issues before the Commission in tbis 
proceeding and, therefore, it can be concluded. 
Conclusion of Law 

:Based on the foregoing Findings o! Fact and under, PU Code 
§§ 454 and 1708, the Commission may alter its D .. 83-12-065 as provided 
in the following order. 

FINAL ORDER 

IT IS ORDERED tha.t: 
1. San Diego Gas & Electric Company (SDG&E) gaa rates 

• authorized by D.83-12~065 shall continue' in effect u~til a decision 
'is issued on SDG&E's Spring 1984 CAM pro1ceeding. 

• 

2. If there is no decision, in SDG'r&E's 'Spring 1984' CAM 
proceeding. prior to May 16, 1984, Tier I residential gas rates shall 
be redueed by 4_530¢/therm. 

,. SDG&E shall remove the :Blythe Site investment' 
(approximately $45 million) from rate base. 

4. SDG&E shall write of! the :Blythe Site book investment not 
associated with la.nd and water rights (approximately $25.5 million) 

" , 

over a fo~~-y.ear p~riod and include that write-off in its revenue 
requirement. 

5. SDG&E shall establish a deferred debit account for the book 
value o:r the land and water rights associated w1ththe :Blythe Site 
(approxima.tely $19.;, million) • 

~ 7 ,_ ......... 
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, .... 
,..r' 

6. In the account established ~y Ordering Paragraph ;, SDG&E 
shall also accrue monthly cOlll.pound interest at a nominal· rate per 
year equal to its currently authorized rate of retur1).~ presently 
12.8~, and, after removal :from the appropriate above-the-line 
aecount. credit to the account any rentals received ~rom the ~lythe 

Site. 
7. The reduction in revenue requirement resulting from this 

order shall be accounted for by an appropriate adjustment in SDG&E's 
Electric Revenue Adjustment Mechanism. The adjustment shall be made 
effective as· of the date o'f this decis1on~ 

8. To the extent not granted by this 
A.82-12-57 is denied. 

This order is .. e:f'feetive today. 
Dated . APR 18 1984 , at San Francisco, California .. 

LZONA...T{D M. GR:::m:S • .JR • •• ?rosidont. 
VI CTO~ CA:L VO 
PR:SCILLA. C.. G'BEN' 
DONA.L!>,·Vr,jJ';·· . 
WIL:,IAI-f-:::. ,BAG~:sY 

C0llC11::>!3io::.er:; 

., , 
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