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S'l'A=Z OF CALIFO~D. 

CO:.1?A.';C £0: a'1.:.Co=:Lty to i.:lcluc.e 
the southwest "Powe:link ~ a 
speci:iee :::ajo: aed.':L'tiol! cc.e: 
its ~jor Aeditio~ Aejus~~~t 
Cla'C.Se (~C) a::.c: to ine:ease its 
Major Aeeitions Aejust:en~ Billi:g 

Application S3-12~ 1 
(Filec. Deee:nber l.. 19&3) 

Ma~~i~¥ w. ?~e~te ~e Je::=:ey Lee Guttero. 
A~to~eys at ~w, :0: applicant • 

';oh:. f: _ Witt, Ci "':;! Atto:=.ey, :or City 0:: 
S~~ Dieqo, ~y William S. Sba:;rar., 
1:Jeput".l City A:tto=ey, :..nte:ested pa...-t:y. 

Patrick L. 9ilea~, Atto::ey at Law, :0: 
tlle Co:::n1ss:'on s'ta:: • 
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A.83-12-01 ALJ/emk/ra/df W AI.l'-COM-WTB 

This decision qrants San Dieqo Gas & Electric Company 
(SI>G&E) a $44,04$,000 increase for the period beqinninq June 19, 
1984, the date of commercial operation, to December 31, 1985, to 
cover the costs of operatinq its Southwest powerlink (PowerliDk). 
The matter is treated as a Rate Base Offset Proeeedinq. 

SDG&E·s computed Allowance for Funds Used During 
Construction (AFODC:) was deereased by $883,000 to reflect an 

arbitrage aojustment to the earninqs on the trust fund account 
created to reflect the proceeds from the sale of Industrial 
Development Bonds. 

The revenue requirement of $44,045,000 annually, was 

allocated to the ReSidential, Commereial/lndustr1al, and 

A9ricultural Power Classes in proportion to the total rates 
adopted by Decision (D.83-12-06) dated December 20, 1983, in 
SDG&E's Applieation (A. 83-12-57) for Qeneral rate increases. 
Allocation between classes were by the system pereentaqe chanqe. 

SDG&E 1s instructed to specifically address the fuel 
savinqs associated with the commercial operation of the Powerlink 
in their current ECAC filin9, A.84-07-027. 

II - BACKGRO'OND 

SDG&E seeks authority to ~clude the Powerlink as a 

Specified Maj or Addition under its MAA.C and to (1) accrue to its 
MAAC balancinq account, effective February 1, 1984, amounts 
attributable to the operation of Phase I of the Powerlink: (2) 
l'tlCrease its Maj or Additions Adj ustment Billing Factor, effective 
as of the commerc:i.al operation date of the Powerlink, by o. 485¢ 
per kilowatt-hour (kWh): and (3) to decrease its rates to account 
for adjustments to its Averaqe Non-Investment Related Expense Rate 
(ANRER) of 0.10Se per kWh on June 1, ,1984. 
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o~ ~~S =a~~e: ~: ~os A:~eles ~:o=e Ac-~~is~=a~ive ~w J~dge 

~.R. Jon:son ::0: ~y S th:ou~h May 11, 19S4~ Coneu:rent c=ie:s 
were received from SDG&E, the Corn=issio~ staff (s~a::) # and the 
City 0: Sa:. Die<;o (Sa:. Di~o). Test~o::.y was p:ese:::.tec Oil behal:: 

0: S~G&Z oy its ~~,a;er 0: the ?owe=li:k, Te=:y ~. W~ter, oy i~s 
::a=:.age: 0::: 'the eo:porate 'tax depa=t.r.\e::.t, Cb.:istia:l :? Fo:lSs, ~y 
one of its valuatio~ s~pe~so=s, A:l~ ~. Jesperson, by itS 

acting manager-rates cepa=-~e::.t, Douglas ? Ea:son, and by i~ 

s'\;,pe:visor of :eal p=ope:-ty acc;:-:::.sition., Do:::. Grove:- o~ 'behal: 0::: 
herself, ~y Sally Ancerso~-Mo~ahan (Ande:son): ~d 0:::' behalf 0: 

the staff 'by fi:lancial. exami:!er :::, J. Arcb.ie Jobnson. 
O':l the first e,ay 0: hea:i:; SDG&Z filed a ··Mctior.. :or 

e: :n.te=im Decision. Aut.~orizi:~ De:erred Debit Trea~ent ::00 
CO=:e:cial Ope:atio::. 0: the Southwest ?owe:li~~ Or..til a Rat~i:q 
DeCision is Reached in APplication a3-12-01"~ SDG«Z filed the 
motion beca'\:Se 0: its eonce:::. that a :i~al decision would not 
p=ecede the eo~e:eial ope:ation 0: the ?owe:link and result i~ 
a eecli::.e i::=. ea=.in~ in tha ~ it would nei t.."'le= be ace:-t:i:l~ ~ 

h:w~C no: =ecei~~n; :a~e relief. 3ecause several eo~plex issues 

we:e :~d eu=in~ the co~se of the hearin~ ne~ess~tati~~ 
c.el.i~:ate a!lC ea=e~cl considera.tion of each such isst:.e, .; .. --
l:>ecame obvious tha~ our c.eeis:'O::' -"'0\.:.10. ~ cielayee. ~yonc. -:he 
coc=e=cial opera~:g ea~e 0: the ?owe:li:k. Co:seque~~ly# ~y 

D~a~-06-0S9 ea~ec. =~e Q# 1984, we ~r~~ee S~E's ~o~io~ 
a~tho=iz~~ i~ to accrue i~ a de:e::ed ceoi~ aceo~t ?owe:li:k
=ela-:;ed i:come tax, ~=ope=ty tax, a:.d de~reciatio::l expe::.ses ~c. 

a=. a...""lOl.:.:.t ~ vale:l"e to an allo~ce ~o= ~-=<is ...:.see dur.i:l~ 

const:uc:ion from the date 0: eo:::ue=eial operatio::. of the 
?owe:li::.k =-:i1 tl'le ef:ee-.:. ve date of ~e fi:lal e.eeisio:l o:lthis 

::a.tte: • 
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'nle ?owe:li::k consists 0: a 230-kilovol t (~V) c.oul:>le 

c~rcuit trans=ission line 24 ~les in lenqth cor~ectin~ SDG&E's 

Y':'ssion Substatio=. a:lc' Esco::.dido S~statio::. -:0 its :e~el 

S~station (the compa:y re:ers to ~is portion 0: the li::.e as 

Phase 1) # a:c. sin~le eircuit SOO-kV li~e 2i8 =iles i=. le~¢h extenc-

i:'!~ =:0:::' ":!le Sa=. Y.igt:.el S~statio::. eastolfarc. to the Cali:or:ia

Arizona border a::.c. 'th~ northeast to -:he ?alo Verde Nucle~r 

Gene:ati:'!g St~:tio=. s""'i'tchya:d i:'! A:izona wi t..'l su!>statio:;s i:l 

:::perial Valley, Cali fo:-...ia ane. Y'u,,"2, A:izoea (t.""le eo~a.'"'lY • s 

Phase 2). ~e o=ic;;i::.al cost esti=.ates :0: this Z':'oj ee: ...... e.:-e 

$326 ~llio~_ ~e ~:ent total ~:,ojectec' SDG&Z cost is esti

::tate'':' to ~ $207,457,000. 'l'he 230-kV li:le is p=ese:ltly ~i:.~ 

operateo. to p:'ovide a:. al te=ate t~ssio:l path wh.ile .. 
eXistin~ c~:~~~ are :odi:iee at various s~statio:s to 

acco::imodate the =ull ope=ation 0: Ule Powerli::k. Opon co=e.::

eial operation 0: the entire ?owerlink the doUble cireu!t 230-kV 

li::.e is \!Sed to tra:-.s::ti.t power ::0:1 the 500-kV line to. SDG&E's 

load. cente=s. 

A certificate 0: public eonve:'!ie:'!ce and necessity 
..... -(C?C&"") was ~rUted. '::Jy D.93785 datec. :;jece::-~= 1, 1981 

Application (A • .) 59575, as mod:i.:ied by D.82-03-10S. a::.d. 

:>.82-12-l00, ~econst:1!~io::. 0: the ?owe=li:lk was com.-ne!lcee in 

~v1de theprojee: i:lto t-..ro ~'ha.ses. We are 0: the opi.:.,iO!l that 

the 230-~V li:.e is a::. i~te~=al po:--io::. 0: the ~ti=e Powe:li!lk 

~e=e:o:e we do not :ec~ze a:j" s~ation ~y tlle eo:npany o! 

this project into ?hase 1 a.::.c. Phase 2. Because "lie do :lot 

:ec~%e. a. t·~o-pha.se operation we did not rule on 'that portior:. 

0: SDG&Z' s appUeat:i.on ...... hicll sought to aee=ue amo~-=s. at't:i:!::>ut

able to "Phase 1" in its !I..AAC as 0:· FeJ:)rua--y 1 .. 1984. ~e 

issue is now moot. 
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A.83-12-01 ALJ/ernk/:a/ef ALT-COM-W'!'B 

There a=e several issues that require resolution in 

this ::.atter. ':'::'ese incl'llc.e: 

1. Whethe= ~MC t:eat."ne::.t 0: ~ate Base O::set 
treat:e:.t is applicable. 

2. ==e ~~o~t 0: liti~atio=. ~d relocatio:. 
costs ~at sho~ld ~ ~cluded i=. rate 
base. 

3. Z!le :;>roper t:ea-:...-r.e::.:t. 0: I:l.dust.:-ial ~velop
:e:t Bond t:"l!St :'l:d i::.terest i:.co::e 
(a:oit:a~e). 

-'. 

5. 

6. 

7. 

8. 

9. 

-. ...... 

The proper ,rate base allowance for 
eo::.:ti=.;e::.eies. 

T!le reve:.ue :~i=e~e:t of the ?owe:li::.k 
project • 

==.e allocat:io.."l 0: t'he i!lcreasee. :eve!lues 
to custo:ne: <;:,ou;?S .. 

De:e:red debit aeco~t bala::.ee Cisposi
tio::.. 

Co~ssion au~o:1:ation for ~e sale 0: 
a pertio=. of the li::.e ":.0 the !:nperial 
:=:i~a~ion ~i$~=iet. 

SDG&Z ori~i:.ally filed t.~isapplication seek~; 

did so in pa..-t !:>ecause our staff advised the::l. to do 

so. In its brief, the cocpany now s~tes ~at it is 

"i=.cii::ere::.t as to whether XAAC or Rate B~e Offset ?roceeCi:.~ 

is used fo: rate=aki:q trea~~nt so lon; as SDG&Z receives 
full rate:nM1=.q =ece<;:li tio:l of ":!le proj ect on or ee:ore tl'le 

date of eor.::nercial ope:atioc. 0: the Powerli::k It. (SDG&E brief 
p.3). Staff i=- cis proeeeCi:.~ had ar;c.ee t!lat the Rate Base 
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A. 83-12-01 ALJ leek/rAid: ." 

Of!set was the apprO'priate treat:ne:rt. 0-£ this plant. }.s the 
cO'~any is now i:eiffere:t we cO' not :eee to determine here 
when and under what circumstances MAAC is preferable t~ a 

Rate Base Offset. 

00 June 6, 1984, in D.S4-06-OS9 we qranted SDC&E's 
~o~io: to' establish a deferred deoi~ account as of the cO'mcere~al 

operation da~e 0: 't.h.e Powerlink, which was J=e 19, 1984. We 
are thus a~le to reeo;ni:e all of the revenues and expenses 
a.ssociatee with the Powerl:':"k :=O':n that date forward, usi:l.q 

the Rate Base Offset .. 

B~19S'ti9n Costs i~ Ra~e Ras~ 
Tbe record is ~te clear ~~at the route crossinq the 

;.nde:'Sol:l/!'.or:.~an pi9-raisinq facilities ad9ptee 'by S~&E was a..."'l 
alter:ative route proposed 'by the Co~ty of Sa: Die~o on behalf 
of the residents in the Dulr~a-Bar:et-: J'unctio:l a:ea, as a 

substitute :9: the ori~nal preferred route north 9f Hiqhwa.y 94 
~e the alte~ate so~-herly route alo:q the california-Mexico 
l:>o:d.er. Both we:e i:lclueed in. S:N&E's application. It is 
eq~lly oo'".r..ot:.S cat f:o:::. the outset ~.s. ':"""'lderson st:e:uously 
and co:siste::.tly objected to the lines crossin9 over he: pi; 

l:>reedi:l<; and fa.:-=OW'i:.q facilities. On several occasions S:xi&E 
was i:fo:=ed that o:ly th=O~9h liti<;a~iO':. would it o~tair. its 
desired =i<;h-:-of-way. It is e~ually clear on the :eco=d that 
SDG&E fi~y Oelievee its ~=~ expos~e :0: the ori9~~al 

route, i:l the context of :Ooth ti::e ~Q add.ed expe::l.$e, was less 
thao ~e cost 0: relocati:lq the transmissio:. line =o~~e t~ the 

A."leerson/Monah~ :orther::. property line. 00. this 'basis St>G&Z 
filed eondemnat.ioo proceedinc;s, oOtained. a n;ht 9f possesion 
order, ~d conce:ced c:o-...st:uc:tiol:l • 
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'!'he S-.:pe:ior Cou=t fOele 'C.:"lat S:DG&E' s proposed rOi:te 

was ~ot located i~ ~~e ~e: that will be :ost compatible with 

~he ~:ea~es~ publie ;ood ~d the least ~rivate i~ju:y, ~~d 
o:eered it ~oved to ~e no=~e== proper-ey li:e 0: ~e pi~ ranch. 
The additional cost of Si:~ relocation, ~clu~q the re=oval of 
fae~lities already i:stalled wh~ the cou:t order was issued, is 

, ej., . 
....... l.-

gation. 
pl~~ the as yet ~d~e==i~ec liti~ation costs Oe i~eluded i~ the 
cost of ~e project ~d reflected i~ rate ~se. 

The c:. ty 0: san. Diego, howeve:, notes ~.at t.he collrt 
:o~e the aeditional cost 0: the relocation 0: t~e line was 
$52,061, .as tes-t.ifiec. to by Ms. A:lee:so:l. at both the eonce::=.ation 

p=oeeedi~C; a=.c. tr.is ?=oceeCi~~. Or! this basis the City 0: Sa.."1 

allo ..... ed ~-- rate base :or the 
se;me~t of li~e ~de: dispute be li~ted to the cost 0: ~~e 
oriqi:al rout.e of S~42,000 plus $52,661 or approxi:nately $495,000 

~d :ot $1,306,000 plus litigation costs, as advocated by SDG&E. 
Staff a:~~es that ~~e appropriate ~o~t to include 

rate1:>ase :0: the A:lc.e.:son/~ona!:a..'"l portion 0: ~e projec::;t is 

..... --
not the full $1.3 ~llion expeneec. to co:plete ~is po=tion, 

includin~ ~ adCitio:al Sl04,000 to :e~ve construction work 
already co=pletec., ~l;.t what it woule have actually eost to ~uile 
alon~ the no=-~~e=!y =o~tei:S~E hac initially a~=eed to this 
route as an appropriate =~tiqation ~asu:e. This would eli=inate 
:COt.h ~e hl.c;her eost 0: steel a:.d b.1~he: la~: costs attributable 
to S:X;&Z's ":e:usal" to negotiate. It would also eli:r.i=.ate. ~e 
cos~ of ~l:.ildi::.~ a:.d tea..-i.nq down. the line, alo::.g ~'le initial· 
=o'U'te. Acco~e .... "'<; to Ce sta=::, the a::oQlt wru.e s'hOi:ld Jje allowed 
is, the=e:o:e, approxi:ately S600,OO¢ computed as the cost of 

eo::tpletiol:. 0: 't!le :e:Oi:te asst::'r.l.i'q "t.~e same per unit steel and 
!abo: costS as t~e o:i~i:al route • 
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We do not a'i'ree ~at t!le company was -.:nreason~le in 

its ac:.io:.s regarc!i:l~ ~e A:lderso=./~onahal·l p:ope:-ty. From the 

recore it wot:.1d appear that -:he ow::.e=s 0: the p=ope=ty t:hem

selves =e:usec to :e~otiate even after ~e eO:::lpa=.y o::eredtQ 

relocate a:e rebuild ce=tai:c. :a:=owi:c.~ p~s locatee near the 

=i;::'t-o:-way. A:: the outset :1S. A::.cerso=. ::tade it clear that 

~~e ali;nme=.t ehose:c. by S~&Z was no~ :c.e~oti~le a:e that the 

al t:e~at.i ve at -e.."o:.e =~uest: 0= tZe COl:ty 0: Sa.."'l ::>:i.e~o to 
ecco::coe.ete the r.esiee:.ts 0: ::>'Ulzura-Ba:ret:J''I:.:':.~'':'o:,. 

~ber, tile co:pa:y' s evaluation 0: the sit...:,ation 

was -:1'lat the i:.ere=e:.tal eost 0: ~ alte=:lative ali~-=en.t a:ou:e 

the :.o:-..he:ly po=tion of the Anc.e:so:c./xorlah.a:. :>rope=:.y was much 

i:. excess of tee appraised V'<!l ue of the ri;-l'l t-o:-way, along the 

oriq~al align::le:::e .. esti:ate<i to ~ $44,300. 

::c. April, 19B3, ~e co~~y esti:ated the eost 0: 
rerouting the line alo:.~ the :c.o=-_~erly portion 0: the ~de:son/ 

Monana:. property a-: S38 3,000 • MS. ;":'de=son es't:i==:.a-:ec. ee cost 

to ~ S52,661. ~e a~u~l eost 0: :erouti:c.~, not i~cludi=~ 

re:oval :ro: the. ori;i:c.al route has been shown to be S8&4,'92. 

':he eo:np.any beqa;c. eo::.st--u~...iOll over the o:i<;inal :od:e i.:. 

Septe~=, 19B3. 

':'he company's ?osi~O:l .; ... -- this =.a~~er is ~at to hole 

l.:.:> eonst:uctio::. or -:0 stopco::.st:-.;ctiol: from se~te::-J:>e= =til 
after th~ trial ~ ~~r would have cost S3 ~llion ~~9r.t~ 

as well as len~en the total ti:::e to cO::lplete the p=oj eet'. ':'he 

cost to C;o :or-,.;a:c ~~C the::. to c.:.s::-.antle and :e:Ol.:.te ~"lis po::-...io:. 

0: ~e l.i::.e (2.2 :J.iles) was .$1.3 ::Iillion,. :lot i:c.cluCi:c.~ liti~ation 

cos-:S. -:he cost 0: =elocatio::. alo:e bas bee::. shown to be $86' .. 000 • 

-8-



• 

• 

• 

A.83-l2-01 ALJ/e~/ra/df ALT-COM-W':'S 

~"lage::le:c:e' s duty is to pt.:..-sue what it believes is a 

correct co~e: i~ does ~o~ have ~o be absol~~ely accurate when 

viewed by bi:esi~ht. O~ du~y is to assess whether m~a;e:e~t's 

~lie: ~d cons~uent a~iocs were reasonable. 

Res?Or.din~ to com=c:ity objeetio=s and ~nd:ul 0: 
possi~le co~ty ;ove~er.~ ir.volve~ent, S~&Z acceded to the 

objectio=s to ~~eir original rou~e ~"ld adopted ~ alte~ate 

:::o\:.te th:o:;C;h ~e A::.de:::son/:vlona..""la."l prope=:y. ~e :ecorc. shows 

that SDG&:;: =i==1y ~lieved that t.~ere was <;:eater cost expos~e, 

both i:. eX?e~e a::.d in t:':ne delay if ~e lir.e "Nere to a::.<;le 

a:~d ";he A:.de:son/:-!ona."la:1 ?rope:-:y. ':'he cO:::Pa::lY thus chose 

to pu..-sue the c:oss-:a:::t route and filee a conde:::natior. act.ion 
to ootain ~~e ri;ht-o:-way. Without ret:yin~ ~e Su~:::ior CO~-t 
case and .... "i tho1.:t dec,i.di:..; '';:'":h !li:esic;ht what • .... as "=i<;ht I. 0= 

"'N:'on~", we do deter:::i:e that it was reasonable at the ti:!e fo::: 
S~&E to pu:os-.:e -:be alte=ate roU'te thro\:.¢:. ~e A:lde:::son/:.1onahatl 

prope~y. 

co:st=ucted facilities, done ?u:suant to court oree::: were; and 
are reason~le e~ndit~es ~de to co=p1ete const=uction. We 
shall order their i:clusion, $1.3 :illio~, as well as the 

liti;-a.tion eQS":S when they a..-e k:own, as :=easo~le aeCitiocal 

costs to be ?U~ i~ rate base. 

Approxi::.ately ~i~-~i~e perce~t 0: t~e :i=.a.."lci:l~ 0: 
the ?owerli=.k ca:e :=0::1. t.~e sale 0: !::.duS-:=ial jjevelop::e~t Bor:.<!s 

(!~3s). ?:oeeees ::::0= the sale 0: IDEs are deposited i::. a't~~t 

~e :und to· pay the cost 0: the cons~~ction. ::-u::.c.s held prior 
to It d:aw do-r-" are to be i:.vested i=. low-risk i:lst:"'w.-:e~":S a:d 

suo :u::.es are 'USee. to reduce ~e cost 0: the ?rojeet. 'r.:e 

bc:e::e::.t ":Jy which tbe i::.vested :\::ld' s income exceeCs 't.'!:te costs 

of the i:te:est on the bones is called "a::Oi-e.:a~e i!lcome" • 
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A.83-12-01 ALJ/e=k/ra/d: ALT-COM-W':'B 

FSRC O::eer S61 se-:s forth speci:ic formulae :or the 
co=pu~a~~o~ 0: ~~e ~-croc rate. They i~clude rec~ition 0: ~e 
e~edee. lon~-ter= de~t interest ratei:cl~e.i~; restrictee 
de~t issues, ~e last a~horized retu--n O~ ~~ty; the preferred 
stock cos-: =a-:e, ~e short-te~ cebt interest rate, and the 
avera;e ~al~ce 0: Ch:? 

~e ~~c :o==ulae except ~at the ~~~~ rate :or ~e Ce~t po=tion 
is coop~tec :et-o:-income taxes ~o reflect the e:feet 0: the debt 

bal~ces :0: =est:icted de~t ~e to ~ i~cluded i~ t~e comp~a
tio~ 0: the ave:~~e bal~~ce 0: ChI?~ 

:= co=?u~n~ the ~~ to ~ added to the plant bal~ce 

0: t:"le plar.t :eer co~t:".:ction, S::;xj&Z applies t=.e above-eescribee. ... 
A..;"""V':>C :ate to t=.e t:"C.St :-..:::.e b.a:.a::.ce as we 11 as the a~ual con-

st.:1!ctiO:l • 

~~~ :i;u:e is obt~ed by multiplyin~ ~e ;=oss interest income 
by O.4SS16 (1 =i::.us tile composite income tax rate 0: 0.5l134). 

methoc:., asse=--i:q ~at ~e ~.oss i~co=e :ro~ the t--ust fune 
sho'C.ld be eeeueted f::Ot:!. the :A.;:-::;)C l::Iecause no equj. ~ :::oney is 
~~clt:.dec. .. ---
si ~u~:::'on. 

benefits o::.ly ~ u~lity and not t~e :atepayer which is co=:.
tra.-y to ~~e intended result of a?plyin~ i~come from the t~t 
==d to -:he Oe~e=it of therate?ayers by reC.uc::.n; :ate oase .. 
While be believes that a~plyi:~ the ;=OS5 t--ust :~e ~~eome as 
a e:eeit a<;a:':lSt CIl!? is tbe proper i~te::?=etat:'otl. 0: ;..R l3 ane. 
is :ai: ~e reasonable; he eoes not :eeo=mene the aeoption of 
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. 
that requi:es ~at related i~terest/e~~se i~co:e net-o:-tax 
that a--e :unced by =est:ictive cebt be capitalized as a cornponent 
0: const:1.lction costs c.u=i::.~ 't!le const:uction phase 0: proj ects. 
~e sta:: proposal is nei the= ill~ical no= U!l=easot:.~le. :t 
does not, howeve=, c~:o:::t to t:le basie co::.cept u::.c.e=lying the 
APCOC ~ate =o==~lae proviCin~ a =etu~ on inves~~ent based on 
the ~tility~s capital st~~etu:e si~la= to the overall rate of 
=et~~ Ce=ivat~o:_ 

The cost saVin~ 0: the relatively low i~terest rates 
0: IDEs redounc to the ratepayer·s Oene=it, bo~~ in ~~e compu
tatio~ 0: the cost 0: capital used ~ de:i~~g ~e allowable 
rate 0: retu= and in t.."'le ;"'~C compc.tations. I::. this respect, 
I~Bs are no di:fere=tth~ any other bond issue a~it the 

i::.terest rate is relatively lower. :he only di!:erence is the 
estwlish::lent of a t~.:.st :unc. penc.i~g disposition 0: the ft::lCs • 
Since t.."le t=ust :'l:nc. balances a:e not ava:.lacle for normal 
co=.pany operations, it is reasonable that the cost 0: holdin~ 
such funds :or a specific project be char~ed to that project. 

balances be credited to the project. 
We aq:'ee wi t..~ SI>G&Z that tb.e ~'""UDC ra'te anc. interest 

i::.eo:e on the trust :~d sho~c. reflect si~lar i::.co:e tax 
trea~~~t' i.e., net-o:-inco=.e taxes. 30wever, SDG&E·s p:oce
c.u=e is inconsist~t. The A..:-C:>C rate is computed wi t.."l the 
i~cooe tax deduc-.io~ applied only to the debt eo=POne~t of the 
AF"IoIJX calculation whereas the credit to ~"le ,Project cost is 
comp~tec wi~ the ineome tax c.eduction applied to the enti=e 
a.":lou::. t 0: i:l. 'terest i~come. t'ndoer these CirC"':''''nStanees.. the-
credit to the project is al:ost always less that tbe ·char~e 

rate applied to ~e trust :1:nd l:>ala:c.ee ccc.l<i exceed the A...~C 
=a.te. At ~e present ti:::e the net-o:-ineome tax rate appliec. 

-11-



• 

• 

• 

A.83-12-01 ALJ/e:k/ra/e! 

to ~e t~~ :une rate bal~ce i~ the A.~ calculations for 
SnG&~ eq~a:s 78.04% 0: ~~e gross ~~C rate. It appears :eason
a~le to al=lply ~e sa:ne i::.come tax factor 'to ~t1l the income 
AFt"DC cilarqe a:le -:'"le t~..:st :=c. ~ala::.ce in'terest income. 
Co~equen~:y, :or the p~~oses of this proceeCing, we will 
adopt as :easona~le 'the application 0: a factor 0: .7804 both 

ac.j ~,,=ent to ~e A..:-o':)C. 'rable 1 co::t~=es SDG&E "s :nethoe, 
S:>G&Ets ~e'thoC wit::::' the s'ta::'s interpretatiO:l of AA l3, the 
s'ta::'s p=o~al. ~c. our adoptee. method. It will ~ noted 
'that o\!:' aeopte<i :e1:hce results in an A..:-r.mc oar~ $833,000 
less tb.a::. the :et::'oa. usee. ~y S=>G&E. conseCS:l!eo'tly, 'tb.e order 
that :ollowsprovides for a eo~wa:e. aej~~~t in the AFUDC 
balance 0: 'the above $883,000 • 
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A.83-l2-01 .~/e~~/=a/d: ~'I'-COM-ft"'!'B 

T~le 1 

~0~~a;iS9n 9: Ch~~ses t9 Ch*? 
~uly 1, 1983 ~h=ou;~ ~ay 31, 1984 

: : S~af:ts : : : 
: ·::I:=.te:';)=e-: Sta:f: : 
:SDG&Z's: ~ation :Reeo~e~-: CPUC : 

: __________ ~;~-~~e~~~ .. ______________ :~~~'~~F-~x~~.~od,~_:~o.:~;~?~)-~1~3~·~.~e~a_-~~~i9~n __ ~:~o~C~o~p~t~e~e: 

wo=k O=de= aala.::.ee (~ded) 
T=t:S ~ ~d BaJ.a::.ce 
A.:""'CDC Rate 
Ave=a~e So:d Ra~e 

~ee2~~ti~g ;0; ~ax Pur?9ses 
Bone :nte:est Cost 
::.te:est :neo:::e 
~et 30='<2. Zxpe:se 
':'ax Bene:::' t Available 

(.5184) 
~et COst ~o Utili~ 

Aeeo~ntin; for Rate~akin¥ 
?t:;-ooses 

A:-cDC-T:1:St ~d 3ala=-ee 
A:~-O":? Bala:ee 

:=.~e=est Ch~. Ch~? 
:nte:est :neo:e C:~t 

('nlousanes 0: !>olla...-s) 

$57,700 
31,.500 

.0973 

.1055 

.1045 

3,046 
3,020 

26 

13 
13 

2,810 
5,146 

7,956 
1,",74 

6,482 

$57,700 
3-1, SOO 

.0973 

.1055 

.1045 

3,046 
3,020 

26 

13-
13 

2,810 
5,146 

7,956 
3,.020 

4,936-

$ oy 
S7,.50~ 

.0973.:z:t 

.1055 

.104S 

3,046 
3,020 

26 

13-
13-

8;,461 

8,461 
3,02~ 

5,441 

$57,700 
31,500 

.0973 

.10SS 

.104S 

3,046: 
3,020· 

26 

13-
13 

2,8.10· 
5,146· 

7,956 
2 .. 35.7 

5,599 

y Sta==-:eeo:cended :ethO<i is applied to a.":oun t 0: IDSs 
a.lloea:~ec. to the p=oject and does :ot :elate . specifically 
to the t:"'.lSt fcd. oala:ee • 

:aI ~o~ applied to p:-oject :i::.a:.cee by :-es-:=ic:ted. Oones. 
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Continge~cv All~~ce 

The s~a:= acco~t~t recocmenes that the ec:rent 
eontin~ency a:o~t 0: $4.02 ~llion to ~e.ree~cee to $2.01 
::-.illio:c. to ~roV'ide :or a. sharin;- 0: risk between the ratepayer 
and sha...-eholeer. He ae...",:,.i ts be b.as reviewec. t..'le rationale i."l 

be "exactly on ta:~et It • 

.. "" --

cO:!sideration to the recen~ $3 =~llion reduction in the con-
revision. .. "" --- S~G&Z's latest cos~ esti=ate SDG&:E:'s 

wi~ess h~nte~ testified ~~a~ even ~o~~h t~e project is nea= 
closin~, there a.=e n~~erous ~~~~~ cos~, such as conee~ation 

cos~ for la:d, ane several million c.olla.-s in const=uction 
contracts th~~ are closin~ ~~t'h the possibility 0: ~in~ billed 
fo: necessary work not eoveree in ~e·bid e~ent that would 
ha.ve to be paid out of t'he eontin;ency f~e • 

We will adopt "the company' s :i~=e. :::n this respee:. 
we no~e t!lat# as poin~ee out by st~f, t..""le rate base will be 

aejusted to reflect the a.ctual cos~ c~i:~ t..~e next ~er..eral 

rate ease proceee:..n~_ 

O§rM Expenses 
Aecordi"'~ to staff wi cess Joh=.son, SDG&Z has no 

operatinq expe=ien~ on SOO-kV lines si=ila: to the ?owerlink. 
Co:s~~ently, it was forced to rely on raw ~ta to derive its 

esti=ates 0: expee:ec Olu~ expe::ses. 
si::lce reco:-o.ec. expenses :0:- t:l.e =-ext one to 'three yea..-s will be 
used as a basis :or :utu:e projections .. it is pa:a:O'C:lt. eat 

there is some i.nee::.tive ";.0 keep the i::litial ~nse as !ow as 

expe:..ses as the allowable rate:o.aki::.~ a..o:oc:t. soo&E' 5 wi =ess 
Wi::.ter testified that in eevelopi:q t~e O&M costs SDG&Z not 
o::uy relled 0: i~ ow::. e~=ience ·~th 230-kV lines, but ~so 
consultec. .~~ bo~ Sout~ern california Eeison Company CZCison) 
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and APS who have considerable expe=ience i: ~e operations of 
500-kV l~nes. Such cons~!~ations included discussion 0: such 
ite=s as ~e nu=be: 0: aerial patrols that would be requi:ec 
in a yea:, ho ..... ::-.a:.y e:e=;e:lCY call-ou-:s coule be expeetec., the 
percent of towe:s that shot:lc ~ c1i:::bed eac.."l yea:, anc. how 
~uch :ainten~ce could ~ eX?e~ed on ~as ci=~~it breakers. 
S:>G&Z's esti=tate of 0&..'1 expe~es appears :eason~le a.:lC will 

beacoptec. 

Bo~ the staff's ~C SDG&Z's esti~ated :evenue requi:e
~ents a:e based on S~Z's last autho:i:ee :a~e 0: ret~-n 0: 

~e two esti:ates. =e=le~ st~: :eeo~neatio:s notec. above. 

Staff :~~e= =eco==e:es that the autho=izec. rates ~e :0: a 19-
~Q:th ave:a~e to eli~ate the necessity 0: any adjus~ent :or 
the Powe=li:k :0: ce 1985 SDG&Z attrition year. 'r.lis poSition 

is well-taken ~~e will be acoptee. Table 2 shows the revenue 

Deee~= 31, 198"; and the =even~e re~ui=e:ne::.~ as estimated. ]:)y 

SX&Z and ',rith 0'C.: adopted resul'tS fo: the pe:iod :une 1,1984 

throu~h !>eee::-.;,e: 31, 1985. ':'he bases :0= our :es-::l-:s have 1:>ee:::. 

p:eviously set forth in the preeedin~ protions 0: this eecision. 

Bate 'Oesiq; 
S~&Z is proposi:l<;, <cd staff concu:s, that the- :eve::.ue 

:e~~:e=e~t be alloca~ed ~o the Resi~e::.tial, Co~~:eial/ 
!:dustrial aee A~ieult~al Powe= Classes i~ proportion to ~e 
total rates acoptee ~y ~.83-12-O55 in its ~ne=al rate increase 
A- 83-12-57. Wi -Q.i!l tbese three classes S::>G&E p::oposes an alloca
tion on a t=":.i::o:: ce::.-:.s-pe:-kilowatt-hou: ~asis consiste::.t 'With 

Orde:in<; Pa:a;raph 12 0: ::>.83-12-065 which o:c.e:ee that :\.,"t=e 

-15-
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~~an~es to Snc&Z·s rates shoulc be by ~e system pe:eenta~ 

ehan~e ~ethoC except :0: :i~hti~; scheeules, which are not to 

be aejUStee ~til :ar~inal cost s~uCies are ~ace. We 'Nill 

continue ~s me~hoC 0: a~~o=tio~~~ rate increases in ~his 

=a~te=. ~able 3 sets :or-~ the cevelop~en~ 0: ~~~~e to total 

rates by ~e syste= pe=centa~e ~ethoc for ~~ ~~~al increase 
0: $~~,O~5,OOO USing the D.S3-12-065 aco~tee cata as ~ bases. 

-16-
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'l'able 2 

SA.~ DIEGO GAS & EIXC'!'RIC COM?A.~ 

Total Reve!lt:.e Reqtirement 

~~~t~n~ ~n~es 
P:'oQue-....1on 
TransmisSion 
Ad:in. & Gene:al 
Depreciation & Amort. 
AC Valo:e: Taxes 
I:leome 'l'~es 
Fra.:.ehise & Uncoll. 

Total 

Ope:ati.':l;- I:lco::le 

Wei;tee Avr;. Rate Base 

Rate 0: Retu..-:=. 

An:ualizee Revent:.e ReCi:-

Revenue Reauire~nt 

: Sta::: SDG&E : Ae9?t~e : 
-:7 Montbs:7 MQnths:l9- Mont~s :7 MO'!"lths:19 Mon't!':s: 

( Thous a:lc.s 0: Do lla.-s) 

$ 21,322 $ 22,995 $ 54,520 $22,9"23 .$ 64,39'3 

(1 ... 593) (l,593) (3,186) el,593) (3,186) 
(4,599) .(~, 640) (2 .. 700) (4,640) (12,700) 

25 25 75 25 75 
3,687 3,715 lO .. 107 3 .. 710 10,0'92 
1 .. 123 1,057 3,563 1,057 3 .. 563 
8,241 9,605 26,897 9,556 26,S4~ 

512 50S L426 50S L4?6 

7,926 S,677 26,182 8-,623 26,114 

l4,026 1~ .. 318 38,338 14,300 33 .. 279 

109,401 111,688 187,839 111 .. 543 187,555-

~2.S2= 12.82:: 20.41%Y 12.82= 

36 .. 552 3$ .. 991 40,632 38,869 40 .. 309 

CRee Fi~e) 

- ll- 19 ~ l;2.82 (7/19)+ 12.93 (19tl x (Ii) ~ 20.4l 
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SAN DIEGO GAS & BlJECTR1C COMPANY 

OOvelopment of Chango to Total Rates by system 
Percentage Change Method 

Decision 83-12-065 t a 
I Adopted Data I System PerceD1-age Chango Method I 
I t I Total I Allocated I Total I Unl fonnl Proposed a 
, I Total IAveragot Total IhvoragolPorcelltithanges to, 

Class! f!cation a sales I Revenue. I Bate t neybnuo. Rate ,ChangO'Total Rate I 
(M2kWh) (M$) (¢/kWh) (H$) (¢/kWh) (%) (¢/k.Wh) 

(a) (b) (e) (d) (0) (f) «(]) 

Residontial 3,466.10 $ 395,150 11.400¢ $ 409,645 11.919 3.67' 

commercial/Industrial 6,558.90 785,001 11.969 813,810 12.408 3.67 

O.416¢ 

0.439 

Agricultural Power 

subtotal 

Lighting 

Total Rotail 

118,95 20,512 11.462 21,259 11.682 3.67 0.420 

10,203.95 1,200,669 11.767 1,244,714 12.196 3.67 0.432 

100.96 16,506 16.349 

10,304.91 1,211,175 11.812 

• 
~ 
(J) 
w 
I .... 
'" b 
)-I 

~ 
" ~. 
~ 
t~ 

~ 
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De!'erree Debit Ac:COu::l t 
BAlance Pisposition 

Aecordin9 to the testimony o~ SDG&E's witness Jesperson, 
the plant cost for the 230-kV Miquel sUostation to the Mission 
substation tap was included in the cost of the project, receivinq 
the AFODC treatment just like lI:tJ:y other component of the project. 
It has been ope:ati:q continuously since Ma:ch 7, 19'8";. Si=.ce
that ti:ne, St>G&E has been acc::uinq the A.:""'UDC for this po:"t.iono: 
the p:oje~ in a ee~e::ee debit acco~t- The company souqht the 
Co~~ssion =ec~it~on 0: this po=tion of the Powerlink as 
Phase 1 and the establishment of a deferred debit account or 

MAAC treat::tent 0: the revenues ass,oeiat.ed with this portion 0: 
the li::.e until sue..'l t~ as the e:tire Powe=link l:>ecame 
cocmercially operable ~d received f~l rat~~~ trea~nt. 

We die not and do not now rec~ize "Phase 1", nor its cotn:nerc:ia,l 
operatio:l. 1n ou: opinion .AYJDC ceased acc...-uinq on Jtzne 19, 19'80:, 
the date of commercial operation of the entire Powerlink. Fo: 
ratemaki=;·pu.~ses we will authorize the company to capitalize 
its AFUCC for the entire project. 

By 1:ter~ D.84-06-089 dated June 6, 1984, on this ~~tter, 
we pe:.=itted S~Z to ace:ue in a deferred debit account the 
Powerlink costs, cOllSistin~ of income taMs.. property taxes, 
depreeiatio:l expense, and an .a!:lO"Cnt equi vale::.t to, an allowance 

:or funds usee du--in~ eonstruction froe the date o~ co~rcial 
operation of the ?owerlirik ~til the effective date of the fin~l 

deeision on ~~is ~atte=. This ar~unts to $S,933,000 which 
is to be allocated to the various rates by the syste= perc:enta~e 
c:ha:.<;e method used to allocate the previously diseussed 
Powerlink reve:ue requirement. The $5,933,000 is part of the 
total revenue requirement of the $64,393,000 reflected in Table Z 
and will l:>e recovered over the period. of the effec:ti ve date of 
this order to December 31, 1985. The annualized amount of the 
$5,933,000 is $3,736,000 • 
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It is clea: ::om ~e reco:e that SDG&E ~either Cis
c:ussee. the ?:-oposec. sue 0: a po:"tio~ 0: t!le ?owerl~ to the 

::pe=ial !==iqatio~ Dist=ict (I:D) .H.i~ the Com=issio~'s le~al 

.division ~o: sOU;ht :o~ Co=.=ission ap?=oval 0: the t=a:s~~io~. 
As ?=eviously sta-:.ec., SDG&E a.r~..!es th.at Sect:!.on 851 is i::.al'1'lica-

:;,le beca~e t:..."le ?o·,.,e:li~ is ~ot necessa:y 0:- ~e:l:l 'l:'t:!.l it IS 
placed i: :a-:.e ~ase ~e.~ =u:-_~e:, -:.hat s~ch a positio~ is c~

sis-:.e~'t wi~ ~~ case law ~e 1':io: eecisio:s 0: the Co~ssioc 

cites :>.82-12-l21 ea.t'.ed Deee:be= 30 ~ 1982 in o:::! 82-O5-O1~ ou: 

i~vesti;atio~ ~to the sale by Pacific Gas ~d Elec-.:ic Co=pa:? 

(?G&E) of ce:-:ai: real p:operty in ca:~n Coun-ey ~ Uta..i., and 

Citv 0; Oakland v 'Zleo:oado Te'.~i~al Co. (91':0) ';1 Cal App 2<2. 32.0, 

328 • 

I: ~_S2-12-121 we s-:.ated: 

"'he const:-.:.e S 851 to :eqo..:i:-e only ~at -:.he 
u~lity obtaL~ a~~o:i%ation to dispose 0: 
1':ope:~ that is p:esently necessa=r 0:
use:~ i~ the pe=fo==~ce 0: its d~ties. 
?=ope=~ that is nei-:.he= necess~-y nor ~e
ful ~y ~ sole. without Co:::::lission au~o:i
zation. We :i::.d that these coal properties 
• .... e=e :lot necessa..j" o'r useful :or pu--pQse 0: 
§ SSl a~ -:he ~:'::le 0: the sale .. " (Y.i::eo .. p.lS.) 

The coal prope=t:'es i~ questio~ were loe~tee i~ a:othe= 

st:.a~e a=.e ·,.,e=e 1'~c!l.ased to s~J?ply coal to a stea:. pla::.t plar"le~ 

:or co~st~~io~ at ~e ti~ 0: a~~s~~io~ 0: the coal properties .. 

~"he:l 1 t beca:e a1'~e:.t that ~he <;ene:ati:!.~ ?la~ .. t :ni~h~ 'neve: be 

l:n:1l t, PG&Z opted ~o sell the prope=ty. :::. this case, t::'e p=ope:-ty 

· .... as :lot o::.ly :lei -:he: :ecessa--y ~o: ..:.se:ul :or ?G&~' s operatio:s, 

1:>ut it was do~t:ul tha.t it wo~c. every be useful or :ecessa..-y • 
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O~viOl:Sly Se~ion 851 W'~ i::.a~plica!>le_ S%&E :u=-.... ""le= q'Uoted 
~he Ci~v 0; 9~kla~e case holdin~ that Section.851 :e:e:s only 

to ?=ope:ty deeic~ted to pUblic ~e. ~e a~plicaole footnote 
states, at page 328: 

·'W ;'ppella::.'t co:::tenes t:"la-:. a p~lic 
u-:.ility ~y not ~a:eon 0: cease its 
ope:ations except ~~ ~""le conse~t 0: 
0= at ~e o:de: 0: the Rail:oae Co=r.~s
sio:. :he ~~e is ~a~ ~ p~!ic ~~ili~y 
c~-~ot convey ·i~ =ail:o~d, st:eet 
railroad, li~e~ pl~~t, syste~, 0: other 
p:ope=ty necessa--y ,0: use:~l in the pe:
:o~ce 0: i";S duties to the p~lic I 
wi tho'C.t ar.. o:de::- ::10::'1. the Rai l:oad 
Co::cission. (Stats .• 1927, p. 78.) The 
seetion :e:e:s to p=ope~ty eeeicatee to 
p~lic use. (C::'"J:. v __ :t.t. Shasta :?o~= 
Co:,?, 220 Cal. 295130 Pac. (2c.) 3.Q.1.)" 

In this case, a wharf was ~in~ operated ille~ally. 

p:ope:tY, 0: accessories ~=es'C.pposes le~al title ~e=etow~ch 
• .... as ::.ot the case .above ci tee. ;..;-:~ t 0: a C?C&N encompasses 
~th a neee :0: the ce:ti:icated facilities and a dedication 
of the facilities to p't:J::>lic use. 
citations set :o:t~ above is appropriate :0: this ~tte=. 

Eve=. were one -:'0 assu:e 'the:: pla..-:.t cc.e: co:'..structio::. 
was ~ot ::.eoessa.-y 0: useful 0: eedicated to the pUblic ~e, 

Sectio~ aSl ~o~d still Oe a~plicaole Oecause 0: the p=ovisio~ 
th.at a utility c~~-o't. dispose 0: "a.:ly ::a::.cl:.ise 0: pe=.t 0: 

this ease, SDG&:E!, as noted !)y sta::, ~ave ~ a portion 0: its 

ri<;ht to ~t:ile. a::.d ope:c:.te 100% 0: ee line ~t"~ee=. Yuma, 

A:izona, a::.c. the :::1perial Valley, . and is now enti tlee to ;,se 
o~ly 86:0: 0: that ;>o:tio::.o: 't.:e line. Clea:ly, 5eet:.o:c. SSl is 
applicable in "t!lis :latter a::.e S::>G&E sh.ol!ld have oota.ined ~=io:, 

Oo==issio~ approval ~:o:e selli:q ~ i:~e=est ~ the line 
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Asnotee. i::. its brief, staff Cid not raise the iss\!es 

of the applica!)ili":;! 0: section SS 1 to the !!D t:ansactic~n 
because ~e:e has bee~ a ~eeh.~ical violation 0: the PUblic 

Utili ties Coee ~'U-:. :at!'le: to e=~e tb,at t.i.e p...:blic woule. benefit 

::0: the line to t!le ex-~t eonte=platee. by this Co~sion in 

the ;-:a.":.ti::.;- 0: the C?C&~. Staff a:~~ that, at a ::d.::.i::u.~, 

SDG&Z is obli;-atec to :::a."<i::<; a s::'owi:.~ as to why the sale of a 

p~lic i:.te:est. ~e a<;:ee, ~d the o:e.e: that :0110'N$ will 
=~ui:e SDG&E to file for approval of 'the sale to ::D a:lc. to 

::lake a sho~~n<; as c.:.sC\:.Ssec. ~ove. 

... 

1. ~e ?owe=li~ consists of a 230-kV eo~le ei:~~t 
t:a=.s:iss;'on li:.e 2"; ::liles i::. len~i. cOn:J.eeti::.~ SDG&E' s ~.ission 

S~station a::.e. Esconc.;.Co Su.'bsta't.ion to its M:i.c;uel SUbstati¢D. 

and a si::.~le ei:~~t SCO-kV line 2iS miles in len~ exten~~ 
from the ~.ic;uel Stibsta't.ion east·..,a:c. to t..i.e Ca.li:o::lia-A:i:ona 

~o:de: ace. then no:theast to the Palo Verde N~elea: Gene=atin~ 
Station Sw:. tc!:ya:c. i:l Arizona "N'i ~ s~stations i:'! ::::nperial Valley, 

Ca.li:o::.ia, a:lc. ~t::ta, A...-i%o:ta. 

2. ~e Powe=link ~e~~ co~=cially operable J~e 19, 

1984. 

3. SDG&~'s p:oposee :octe across tbe s"r-neb=eee:.n~ and 
:a:=owin~ :aeili ties 0::' the ~ce:so::./~o=.ah.a.~ prope:ty was- an 

alte::.ative route p:oposee on beh~l= 0: t~e :esiee=.~s i~ the 
~ul~a-Ba:=ett Junction area as a substitute :0= the o:i~al 

p:e:e==ec. :oute no=-~ 0: ?~ghway 94 a=.c the alte::ate socthe:ly 
route alo~~ ~e califo:--ia-Mexico bo:der. 

4 _ F:o::l the outset, ~.s. ;",":.c.e:so:. ::lace it clear that -:he 

:oute e=ossi~~ ove= he: pi~ ~=eeCi:.~ anc. :a:=owi~~ facilities 

wottle. ~ -:he subject 0: litigatio: • 
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5. The SUperior Court fotmd that SDG&E' s proposed route was 

no't located in the manner that 'Will be most compatible>:with the 

qreatest public qood and the least private injury, and ordered it 

moved to the northerly property line of the Anderson/Monana:c. 
property. 

6. AA 13 provides that trust flllld balances for restricted 

debt be included in the computation of the average balance 0: CWIP. 
7. The cost savin;s of the relatively low interest rates of 

IDBs redound to the ratepayers' benefit, both in the cost of capital 

used in deri vinq the allowab14~ rate of return ~d in the· AFODC 

computations. 

8. It is reasonable to apply the same income tax factor to 

both the J.Vi'TJDC charqes and IDe trust f'Cnd balance interest income .. 

9. The net-to-qross income tax factor to be applied to both 

SDG&E's AFUDC charges and IDB trust fund balance interest income 
should be .. 7804. 

10. SDG&E's rate base contingency allowance of $4.02 million 
is reas¢nable. 

11. SDG&E's estimate of transmission O&M expenses is 
reasonable. 

12. 'l'be authorized rate adjustments should be based. on a 19-

month average to eliminate the necessity of aIly adj ustment for the 

Powerlink for the 1985 SDG&E attrition year. 

13. '.the total revenue reqUirement for the Powerlink is 

$64,393,000 based on the 19-month period., June 1, 1984 to December 31, 

1985. The total revenue requirement will Qe recovered from the 

effective date of this order throuqh December 31, 198~. The annual

ized revenue requirement is $44,045,000. 

14. The above revenue requirement should be allocated to the 

Resiclential, Commerc:ial/Industrial .. and AQ'ric::ultural Power Classes 

in proportion to the totaJ. rates adopted by D.83-12-06S. Within 

these classes the changes to the rates should be by the system 

perc::entage chanQe method. except fer liqhtino schedules, which are 
not to be adjusted until marqinal cost studies are made • 
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15. The balance of the Powerlink costs inelucled in the 

deferred debit account authorized by Interim D.S4-06-0S9 dated 
June 6, 1984 should be allocated to the var~ious rates by the 

system pereenta,ge method. 

16.. SDG&E sold a 14X share of a portion of the Powerlink 

to lID 'Without the prior approval of this Commission. 

17. SDG&E should make a showinq as to why the sale of a 
14X interest in the line and its related capacity is in the public 

interest. 

eonclusions of H§w 

1. Rate Base Offset treatment of this matter is appropriate. 

2.. The recorded plant acco'Cnt amount for the portion of the 

Powerlink erossinQ the Anderson/Monahan property should ~ $1.3 
million plus liti9ation costs when known. 

3. SDG&E's computed AFODC for the Powerlink should be reduced 
by $883,000 • 

4. A revenue increase of $44,045,000 on an annual basis equal 

to the sum of the $40,309,000 revenue increase for the Powerlink 

offset proeeedinq and $3,736,000, the annualized balance in the 

deferred debit account authorized by D.84-06-089 is reasonable. 

The total amount of revenue requirements to be recovered throu9h 

ERAM 'Will be $64,393,000. 
So. The application should be c;rmlted to the extent provided 

in the followinq order. 

6. Because of the immediate need for additional revenue the 

order should be effective today. 

7. A qrant of a CPC&N encompasses both a need for the 

certificated facilities and a dedication of the facilities to 

public use. Consequently, section 851 is applicable from the 

issuance of the CPC&N irrespective of whether or not the line is 

in actual use or included in rate base. 

8. SDG&E should fi.le an application for approval of the 

sale of a portion of the PowerliDk to lID as required. by 

• Section 851. 
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IT J:S ORDERED that: 

1. San DieQo Gas & Elec:trl.c Comp.any (SDG&E) :La authorized 

to file with this Comm; ssion revised tariff schedules for elec:tric 

rates in accordance with thj.s decision on or after the effeeti ve 

(late of this order, and to concurrently cmlcel its present schedules 

for such sernce. ':Olis filinq shall comply with General Order 

Series 96. The effective date of the revised schedules shall be 

the date of filinq. 'l"he revised schedules shall apply only to 

service rendered on an after their effec:ti.ve date. 

2. Within 30 days of the effec:ti ve date of this order 

SDG&E shall adjust :f.ts ac:countin9' reeor4s to reflect a downwarQ 

ad.justment of $883,000 to the Powerlink Allowance for Funds "Osed 

Durinq Construction cllarqes. 

3. Within 45 days of the effeet:f.ve date of this order 

SDG&E shall file ml application for approval of the sale of an 

:f.nterest in the POW'erlink to the Imperial Irriqa'tion District. 

Such filinq shall include a showinq as to why the sale of 14% 

interest in the line and its related capaei ty is in the public 

interest. 

4. SDG&E is instructed to specifically address the fuel 

sa·.rinos associated with the commerd.al operation of the Powerlinx 

in their current ECAC filinq, A.84-07-027. 

'I'his order is effective today. 
Dated AUG 7 1984 , at San Frmlciscc>, california. 

! d~sse:lt.. 

__ v::_ .. _e_:_O_R_C_A_il_.V_O __ ~ Co=iss:!oner 

Co=miss!o:er Pr1:c1l1a C. Grew. 
b~!.ns noe~:;::.r1ly .absent. cU.4 
llO':;' l)C"'t1ci:pa.'to 

wr!.Z.:u..~ ::. BAG~ 
Commi=1one:-s 
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Offset was -:.he approp:iate treat:nent 0: this pla:.t. As the 

co:pany is :ow i:Ci==ere:t ~e ~o no~ ~eed to e.ete=mi:e he:e 
when ~d ~ce: what cir~:Tst~ces ~~C is pre:erable to a 

Rate BaSe Offset. 
O:l .Jee 6, 198', i:l ~.S4-06-089 -"e ~ra:~ee. S!>G&.t's 

;:;'0-:.:'0: ":0 est~!ish a c:e:e:=ec. deoi~ acco=~ as 0: ~~. co::c-.e::-c=.al 
ope:atio~ c.a~e 0: -:.he ?owe=li~k, wbich was ~~e 19, 1984. We 

are ~hus a~le ~o =ec~ize all 0: the reve:ues and expe:ses 
associa":ec with the ?owe:li~ ::0: that eate :o~· usin~ 
t::'e Ra~e ~ase Offset. L 
R ' .' Co '~ ~ ,e.9Sa~~9nstS ~n D§te %ase 

'nle recorc. is c:r-i te clear 't."'l7 the route crossi:.q the 

Ane.e:son/~~~~ piq-=aisi:~ :acilit~s adoptee. ~y ~&E was an 
al te::.at:' ve :01,!te p:oposee. ~y -ehe CO~y 0: Sa::. ~e~o- on ~h~: 

0: t.."le :esie.e:ts in the Dt:.lzu=a-~re't:t Jcction a:ea, as a 
/ 

s~stitute :0: ~~e ori~:al ?:~e==ee route ;o:~~ 0: Ei~hway 94 
a:d ~e alte:nate southerly ;£u~e alon~ ~~e califo~ia-Mexico 
borc.er. Both we:e includecl in S:X;&E t s appli·cation. It is 

~l:.all.y oor-ous -:!:.at :=o!t::.e out:set Y.s. A:ld.e:son st:enuously 
and consistently OOj~ to t:e ~e$ crO$$~=~ over her ?~~ 
~:ee~q and :a::a..r.-: :ac:i.li ties _ on seve=a.l occasio:s SDG&Z 
was in:o==ee ~~a~ o~y ~:o~~h liti~a~ion would it ootain its 

d.esired =i~ht-o:-w~. !~ is e~~lly clea: on the :eeo:d ~"lat 
S:X;&E :i::::ly 1:>e~V~c its :::axi::lCl eXi>ost::e :0: 't.he o:i¢nal 

/ 
:oute, in t!:e context. 0: both ti::e a::.e aedee eX?erlSe, was less 

~t ~he cost 0: =elocatin~ ~e t:a:s=~ssion line route to the 
Ande::so::::./!1onaha-o. no:e.e= l>:ope~ line _ O:l thi.s ~asis SOO&E 

:ilee eonce::c.auon l>=oceedi:!qs, obta:':'ee. a r:..¢t· of possesion 

oreer, ~d co~::::.ced co~t:uction_ 
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Table 2 

: : S":.a:: :~ __ ...:S:::.OG:;::.;:;:.:&;.:'Z=-_/_· _:~_~A~d~9a::.:'O:::.::~:;;;;e;.:::e=--__ : 
: __________ ·~,":.~e_~~ __________ :~i~~~~~~~~~~~~~~~~~~~~ n~~s:j Mo~ths:l~ y.o~":.hs - Mo~~hs:' 9 Mon":hs: , : I 

( '!'h 0 \!S ar." es of ::>Olla--s) 

Qps;ati~; ~~ses 

?:oei.:C":10:. 
'=:a:lS!niss:.on 
AC::'t:.:.. & Gene:al 
De?=ecia":.~o~ & Arne:":.. 
Ac. Valo:e: Ta..'ICes 
:=.co~e Taxes 

Total 

• Cpe:ati:.r; :nco:=e 

Weir;tec. Avr;. Rate Base 

A-~ualized ~even~e 
/ 

Rect_ 
I 

/ 
,I 

.' 
I 

21,322 S 22, 99s/s" 64,520 $ 

(3, ::'86) 
(':',699) ~,6~0) (2,700) . 

25 25 75 
3,687 3,715 10,107 
1.12 1,057 3,563 
S.}';l 9,605 26,897 

:..~ 50S 1 1 426 
/ 

7,926 8,677 26.132 

:'4.318 3S,338 

::'09,401 111,688 l8i,8.39 

12.82% ::'2.8.2% 20.4l~sI 

36,552 38,991 40 .. 63.2 

(~ee F:.~e) 

22;92:- $ 6~, ~93 

(l~ 593) (3,l86) 
(':',640) (l2,700) 

ZS 7S 
3.710 10 .. 092 
1.0,s7 3 .. 563 
9,$56 16, S44 

508 1,4~ 

8.623 26.,114 

l4,300 38,279 

11l .. 5.':'3 187,555 

12.S2x 20.41'r..v 

38 .. 869 40# 309 



• • 'rable 3 

SNt IHt!GO GAS [. EJ.ECTHIC COHPAUY 

(?cvolopjooJll of Chill)qO to Total Ratcs bY-.li¥slein 
Porct,mtaqo Chanqo t.fOlhod 

Decision 83-12-065 , 

• 

_~_ Adopted pala • ,~slem percent4!Io Chatlgo Method· I 

t Total ,Averaget Total lAvorago,porcontiChongcs tOI ~
' I 'l1otal IAllocateds Tolal IUnlfonoa proposed I 

classi ficatlon!--_---!-.~~ales t-<2~VCI1!~"-.LJ{ato Rovcmio ..1......-ltate ,chailliO .'l'otal Rato' 

UlkWh) (~$) «:/kWh) (H$) (¢/kHh) (%) (¢/kl"lh) 
(a) (ti>""" (e) (d) (0) (f) (g) 

3.466.10 $ 19S.15~1.400¢ $ 408.307 11.180¢ 1.33~ O.380¢ 

6,558.90 785,001 11.969 811,146 12.361 3.33 0.390 

__ 1'18.95 ___ 20,5 12 11 ~2 ___ 21, 195_1 1. 81A.. __ ~. 33 0.382 

Hooidenlial 

Commorcial/Industrial 

Agricultural Powor 

subtotal 10,203.95 1,200,669 11.767 12.159 3.33 0.392 

1,lgh\:l n9 100.96 16,506 16.349 

Total (letail 10, 30., • 9 1 1 , 2 1 7, 115 11. 812 
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~:er=ee Deoi~ Acco~~ 
B~~~ce Di5posi~ion 

Acco=di~~ ~o ~e testi=o~y 0: S~&Z·s witness Jespe=son, 
the plant cost :0: t!le 230-kv )li~el substation to t!le !w"..:i.ssion 
suostation tap was i:cluc.ee in the cost 0: the project receivi~~ 
the Ac~C t:eat:ent just like any othe: compo::.ent 0: t!le p:oject. 
:t '!las been o,?era~i::;- continuously si::.ce Ma.=c..~ 7. 1984 .. Since 
that ti=e, S~&:; has :Oeen ace:-":'::':::';- 't!le ~w~DC :0: this po~ion 0: 

/" 
the project ~ a ee:e:rec eebi~ acco~t. Tbe ~~~y sou;ht the 

Co==~ssion recog--ition 0: this po~ion 0: ~QWerlink as 

Phase 1 and the estaDlish:~t of a defe=--ee debit aeco~t or 
y~C t=ea~ent 0: the =eve::~es associ~d wi~ t~s po:tion 0: 
the line until such ti~ as ~e ent':e Powerli::.k Oec~e 

co:n....-:ercially ope=aJjle a::c recei v :~l =ate:aJO.nq treat:::ent. 
~"e did not a."'lc, co not ::~".. :ec~ ze "Phase l", ::'0= its cot:'l:nerc:ial 
o?Cratio!'l'. :n ou: opinion ;"'-Io,J"'X ceasee acc:uinq on Jce 19. 19S4, 

~e date of eo~~e=eia1 ope~tion 0: the entire Powerli:::.k. :or 
:ate:aki:::.q p~~ses we ~ll authorize the company to capitalize 
its ~~ :or t:e e::ti·e project. 

Bv i::te:i: D.8;2;6-089 dated ~une 6, 1984, on this ~~tte:, 
we pe~~ttee s~~o acc:ue ~:. a ee:er:ed de~it ac:eo~t the 

PowerJ.i:l.k cos'tS, .r0:lS:.s~ of income taxes. prope::t.y taxes, 
dep:ecia tio:::. e~::.se, a.::ld a::. a=lOC t equ:. vale::.t to an allowanee 
:or fees -.:.sef! c.u::"n~ eo~st:t:e:io~ from the date of co=ercial 
operation of;tt~e ?owerli:::.k u:::.til the effective date of t~e final 

dec:isio: Or;fthiS ~tte=. ~is a-~~ts to $5,933,000 whi~ 
I.. 

is to ~~llocated to the various :ates by ~~ syste~ ?e=eenta~e 

c!l.a:~e :::1eeod ~ec. to all~te the previously dis·C"..J..S.SeC 
?owe:lir~ =evenue ~=e~::lt • 
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5. ':he· Superior Cou..-t :occ. that S:x7&E' s proposed route 

was :lot located i:: the :'\.a:l!:.er ":.hat will be :nos":. compatible "..ri th 

tbe ~=eatest :i?i:J:>lie ~ood a::.c. tlle least private in;u..-y, a:lc' 

o~de=ed it ~ovee to the no~~erly prope:ty li:le 0: the ~ee=son/ 

M""aha: prope::ty. L 
6. ;..,.~ 13 pro,,~ces ~at t.:1:St. :m:.c ~ala:lees:o restricted 

debt be ~~cludee i:: ~~e co=p~tation 0: the averag,~l~ce of 

C~? ~ 
i. ~e eost sa~~n~s 0: ~e =elatively/1ow i::terest rates 

0: IDSs :ecot::e to ":1le :atepaye:s' benefo/ ~t~ i:: the cost 0: 
capi tal \:See i:l de:i .."..-=<; t!le allo· ... -able :;.ate 0: ::"etu..-::. a:e 1:::-

the A.~C co=:?u~ations. ~ 
8. :::t:.s :easo~le to apply;the sa.::e i::co::te tax faeto: 

to bo~ the A.~C cha=~es ~C :~.~s .~~t :~~e balance i::t.e:est 
i::,cO:le. I 

9. The ::.et-to-;:oss ~~me t.ax facto: to Oe applied to 
both S::>G&E's A.~ cha:;es ,. ..... c. !D3 t:-...st fed bal~ee interest 

i:co:e s~ould be .7804. ;' 

10. SDG&~·s rate/baSe eonti;ency allo~~ce 0: S~.02 ~llio~ 
is =easona=>le. 

11. SDG&E's es~te 0: t=~~~ssion O~~ e~nses is 
reaso::a:>_e. ., / 

12. ·~e au~o=i=ed rate acj~~~::.ts should be based on a 
19-::0::.e average 10 eli=ti::ate -:he ::.ecessi ty 0: ~y aej.'tlSt=l.e::.t :0= 
the Powe=li:k :01 t=e 1985 S~E at~=i~io~ year. 

13. The~al =eve~~e :e~~:eoe~t :0= ~e rate base offset 
::0= the ?o ..... erl:.::.k is S6';,39-3,000 :0= the 19-mone pe:ioc., J'Qe 1, 
198~ ~o Dece:nbe::- 3l, 19S-S, or a!'l. ~u~ a:nou:.t 0: aecii.tional 
rev~ue 0: $~0,309,OOO. 

1<'. The ~ove revenue :~t:i:e:::1ent shoule. !:>e allocated to 

Classes ~ propo:-~on to ~e total rates aeopted ~y D.83-12-06S • 
Wi thi:. u:ese classes "the e!la:.~es to t..~e rates sho~ld be by the 

syste~perce::.ta~ eha:~e :ethod except :or li;ht~~scheeules, 
~hieh are not to be adj~tee ~til ~~~al cost studies are 
:.ac.e. 
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l5. The ~al~ce of the ?owerlink costs inclueee in ~~e 
eefe::ed de~i t acc:ou:t at:.tbe::'zec. ~y I!lte~-:t D .. 84-06-089 datee 
J~e 6, 1984 should ~ allocated to the va:ious rates by ~~e 

system pe=centa~e ~thod .. 

S:)G&E s:':'o'l:.lo. ::a.ke a shQWi:l<; as to ·,iby th,e'sale efa 
-' 

Concl~i9ns 0; waw 
1. Rate Sase Offset t:eat~e~t o~ this ~tter is app=opriate .. 
2. :he recorCee ~la:t ac:co~~~t for the po=-~o~ 0: the 

?o ..... e=li~ c:=ossi~~ the .i;,"~de=so::./:'!~_aha::. l=Irope~y sno'!:ld ~ -$1 •. 3 
=illio~ pl~ litiqatioc c:osts whe!l kn~ • 

3 ~ / 
• S~&Z·s co=p~te~ ~-qDC :0: the Powe=link should Oe 

:educee ~y $883,000. ~ 
4. A :eve:lue i:le:ease of $44,0,,*5,000 0:::' ~an::.ual basis 

equal to t'he s";,: 0: the I t,Jj,:JJ9, OOO::eve::.ue i::.c:"ease for the 
?owe:li:k offset ?:oeeeei:!~ a:.c. $3,736,000, the a"'r:t:ali:ed 

bala:::.ce i: tne de:e:~d c.eb~t aeco~t a~ho=i%ed ~ D .. S4-O~89 
is =easo:::.able.. / 

5. ':'he ~p~ieat:'o::. s!"lo\:.lc. !:>e ~ra:::.tee. to the extent 
provided i::. ~e~ollowi:<; orde:. 

6. Beca;:se 0: 't-he i=ediate need for ac.di tio:::.al reve:lue 
the oreer sbocle be effetti ve toeay. 

i.. A ~=a:. t of a C?C&..~ e::.co::::passes lx>th a :::.eed fo::: ~e 
ee=tificated facil~ties a:e a dee:.cation of ~ =acili~es to 
l=IQlic use. CO:lSe~..:e::.-:ly, Sec:tio: 851 is appllca!:>le from the 

issuance 0: t..'le C?c&..'I; ir:espe<::'t.ive of wbeoe: 0:::- ~ot 'the li:le 
is ~ act~ ~e or i:lcludec. i: rate base. 

s. SDG&E sho~ld file an application for approval 0: the 
sale of a portio::. 0: t~e Powe:::-link to I!D as recp.:i.:ed ~y 
SeetiO:l 851. 
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IT IS ORDERED that: 

1. San Dieqo Gas & Electric COmpany (SDG&E) ~s authorized 

to file with this COmmission revised tariff schedules for electric ,,' 
rates in accordance with this decision on or/after the effective 

date of this order, and to concurrently c~oel its present schedules 

for such service. This filinq shall CO~lY with General Order 

series 96. The effective date of th/revised schedules shall be 
/ 

the date of filinq. The r~sed schedules shall apply only to 

service rendered on an after th~ effective date. 

2. W~th~n 30 days of the effective date of this order 

SDG&E shall adjust its accou:lt'inq records to reflect a downward 
I 

adjustment of $883,000 to the Powerlink Allowance for Funds Used 
/ 

Durinq Construction charqes. 

3. Within 45 dayti of the effective date of this order 

SDG&E shall file an aptl!Cation for approval of the sale of an 
j 

interest in the Powerlink to the Imperial Irriqation District. 

Such filinq shall ix/elude a showinq as to why the sale of 14% 
I 

interest in the li,ne and its related capacity is in the public 

interest. / 
4. SDG&E fS instructed to specifically address the fuel 

savin9S assod.ated with the commercial operation of the Powerlinx 
i 

in their current ECAC filinq, A.84-07-027. 

This 'order is effective today. 
Dated AUG 7 1984 , at San Francisco, California. 

I disson't., 
VICIO:a~VO -------~ COl:l!:lis:;i!onor 

Co~m!=c!on~r Pr!=c111a C. Grew. 
bc1~5 ~o~os=ar!ly abse~t. ~4 • 
not ~t!c!pato 
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:::'E~N ... \.·~m M. G~!MES.;: JR. 
'?rozident. 

to:V:t.J.D VIAL 
WILL::::.A.': 1'. BA~::::;EY 

COr:mioZs!oner:r 


