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BEFORE THE PtrBLIC UTILITIES, COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter or the Application ) 
of SAN DIEGO GAS & ELECTRIC COMPANY, ) 
tor Authority to revi:se 1 ts En.ergy ) 
Cost Adjustment Clause Rate, to ) 
revise its Annual Energy Rate, and ) 
to revise its Electric Base Rates ) 
in Accordance with the E1ectr1cal ) 
Revenue Adjustment Mechanism ) 
esta~lisbed ~y Decision 93892. ) 

-------------------------------) 

A~p11cation 84-07-027 
(Filed July ", '984) 

Randall W. Childress, Attorney at Law, 
for San Diego ea~ & ~lectric Company, 
applicant. 

Beers & Dickson, ~y Roger Beer~, tor 
Utility Con~umer:s' Action Network, and 
John Witt, City Attorney, by 
Leslie J. Girard and William 
Shatrran, Deputy City Attorneys, for 
City of San Diego, intere:sted ~arties • 

Richard D. Rosenberg, Attorney at Law, 
and wii!iam Y. Lee, tor the Commi~sion 
staft. 

Itx'I'ERIM OPINION 

I. Summary of Decision 
-In thi:s interim opinion, we'adjust San Diego Gas & Electric 

Company's (SDG&E) Energy Cost Adjustment Clause (ECAC) rate, Annual 
Energy Rate (AER), and Electric Revenue Adjustment Mechan1sm (ERAM) 
rate. The total adjustments 1nclud,ing the retun<1 of the $45,060,000 
Tesoro d1sallowance ordered in Decision (D.) 84-12-026 over a 
12-month period would produce a ne~ decrease in revenues or $24.7 
million as r.ollows: 
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ECAC rate decrease 

AER rate increase 
ERAM rate decrease 

Total 

.049 cents, per 
kilowatt-hour 
(¢/k'Wh) 

0.015¢/kWh 
o • 19 8¢lkWh. 

(Red Figure) 

II. Introduction 

$ (5.2 million) 
1.6 million 

(21.0 million) 
$ 24,.7 mill.ion 

By this application SDG&E seeks authority from this 
Commission to revise its electric rates and charges in conformance 

/ 
/ 
/ 

/ 

with D. 92496 in Ord.er Instituting Investigation (OIl) 56, D.83-02-076 
in OIl 82-09-02', D.83-08~048 in OIl 82-04-02, and D.83-12-06S in 
A.82-12-57. SDG&E requests a uniform O.626¢/kWh increase in SDG&E's 
ECAC adjustment rates to offset 92~ of the estimated. cost of all energy 
and. fuel-related. expenses tor the twelve months ~eg1nning November 1, 

1984, and to amortize the estimated balancing account und~rcollection 
of $2.7 million as of November 1, 1984 over the following twelve 
months. SDG&E also seeks a $5.1 million increase in the AER to offset 
8% of the estimated. cost of energy and fuel-related expenses for the 
twelve months commenCing November 1, 1984. SDG&E further seeks a 
.152¢/kWb decrease in base rates to amortize the estimated $20.9 
million ERAM overcollection over twelve months. The total change in 
rates would. amount to a 4.6% or $56.1 million increase,ineiectrie 
revenues. The application also covers the reasonableness review for 
the record. period. May 1, ':983 through April 30, 198.4 and certain other 
issues stipulated. in A.83-07-16. 

SDG&E further requests that the Commission authorize the use 
of SDG&E's autborized rate or return as the carrying co~t for the AER 
port1on of the ad.opted. fuel oil inventory an4 the use of SDG&E's earned 
rate of return not to exceed. the autborized rate of return to determine 
the carrying cost of the ad.o~ted. fuel inventory recoverable under ECAC 
and. for fuel inventory above tbe adopted inventory level the use of the' 
ECAC balancing account 1ntere$t rate • 
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, A prehearing conference was held on August 31, 1984 an~ ten 
days of evidentiary hearings o~ the forecast issues began on 
September 17, 1984. Oral argument on the forecas,t issues was beld on 
October 3, 1984 witb optional briefs filed on October 9, '984.. SDC&E 
presented nine witnesses, Utility Consumer Action Network (UCAN) 

t 

presented one witness, and the Commission starr (staff) presented 
eight witnesses.. The City of San Diego (City) participated' ill' the 
proceeding through cross-examination of witnes:!es, and argumellt .. . 
SDG&E, OCAN, and staft also partiCipated in the oral argument and 
filed briefs. 

III. Issues 

A.. General 
The major issues in the forecast phase are the 

reasonableness of the forecasted purchased power level, the nuclear 
power capacity factor, the level or oil burn and the ratemaking 
treatment of fuel oil sale losses andlor underlift payments, the use 
of rate or return as-the carrying cost of fuel oil inventory in lieu 
of the Bankers' Acceptance rate, and the appropriate balancing 
account rate.. In addition the adoption of the Incremental Energy 
Rate including SONGS 2 & 3, the starf's 'introduction of'a Pro4uction 
Cost AnalYSis Model (PCAM) to forecast the resource mix for tbe 
forecas.t J)eriod, and the fuel savings from the Southwest Power Link 
(SWPL.) were other items that were introduced into this'J)roeee41ng • . 

SDG&E.and staft were in basic agreement on sales forecast, 
heat rate, unit eost of low sulfur fuel oil (LSFO) and, 41esel oil~ 
geothermal energy costs, nuclear,fuel cOSt~, estimates of qualifying 
facilities (QF), diesel oil burn, and LSFO inventory of 960,000' 
barrels. 

UCAN's witness David Marcus testified ,that there could be a 
$40.7 mill1oo' cost savings in the forecast J)er1o<1 if a higher level 
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of ~outhwest economy energy purchase~ were used, and if corrections 
were made to overstated forecast period costs by SDG&E 00 Pacific 
Northwest energy costs, ON-5 rates, Heber geothermal costs, and the 
cost of 404 gigawatt (gWh) or Southwest non firm energy. 
B. Resource Mix 

• 
The following is a comparison or the e~timated resource mix 

tor the forecast period of SDG&E and tbe ~taff: 
GWHR ~ of Total Mix 

Re30urce SDO&E ---- Staff sod&£ Staff 
Purcha:sed 

Energy 

Geothermal 
Nuclear 

generation 
Natural Gas 
Die3elOil 
LSFO 

Total 

4,865.9 
36.1 

2,435.2 
4,369.0 

1..6 
~61.2 

12,075.0 

5,081.1 ~O.3 42. , 
36. , ·3 ·3 

2,7".0 20 .. 2 22.5 
4,145.6. 36.2 3.1+.3 

1.6 
2~·0 3.0 .8 

12,015.0 100'.0 

~ c. Nuclear Generation 
100.0 

~ 

The staff developed its capacity factor esti~ated for SONGS 
2 & 3 by developing a production factor for nine post-1979 
pressurized water reactor plants tor the period beginning with their 
commercial operating date through April 1984. Using the av~!age 

" 

production factor of 71% and the knowledge that SONGS 2 will be down 
for 3 months in.the forecast period for the refueling and maintenance 
and SONGS 3 will be down for two montbs for refueling, sta~~ 
developed a capac1ty factor of 58S for SONGS 2 and 641 tor SONGS· 3'. 
SDG&E relied upon an Edison ~tudy which sbowed a 6o~ capacity factor 
for Coth SONGS 2 & 3. 

SDO&E argued that the starr methodology is ~im~li~t1c and 
flawed and that the Commission :Jhould adopt tbe 'plant o;perator 9.s 
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• estimate or capacity factor in this proceedi11g. While we may not 
agree entirely with the staff methOdology, we believe that the ~tarf 
has made a reasonable attempt to roreca~t the estimated nuclear 
generation for the forecast period. We will therefore adopt the 
starr's lluclear generation estimate .. 

• 

• 

• D. Purcha~ed Energr 

SDG&E and stafr differ in their estimate of purchased power 
by some 222gWh. The bulk of this difference is due to the staff's . 
estimate of higher availability of Southwest (SW) purchases during 
the months of May through October '985 an~ also greater Pacific 
Northwest (PNW) power in July '985. The stafr accepts the company's 
projection of purchased power prices except for SW economy energy 
prices. The stafr disagrees with SDG&E's $2 megawatt (MWh) inflation 
cost factor. 

UCAN's witness Marcus testified that SDG&E should be able 
to take a substantially greater volume o~ SW power especially with 
the availability of the SWPL capacity in the forecast period. If 
SDG&E took SW power proportional to the combined Southern California 
Edison (Edison) and Los Angeles Department of Water and Power 
(LADWP) use of uncommitted transfer capability, it should be able to 
take ',,88gWh compared to the ~O~gWh purchases shown in the' 
application. Marcus further ~tated that he would expect SDG&E to be 

" able to fill a greater percentage of its available transfer' 
capability with.nonfirm economy "energy tban either Edison or LADWP 
oecause SDG&E ha~ tbe highest avoided cost and the smallest amount of 
transmission capability. By recommending.tbe use of an average of 
SeE and LADWP use of uncommitted transmission eapability, w1tne3s 
Marcus. stated that he was being conservative. Marcus further 
adcitted that while other factors migbt aecount ~or SDG&E·s being 
less able to till its available transmiSSion capab'1l1 ty such as 
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. . 

minimum load constraints no adjustment to his estimate was neces~ary 
because his aver-aging methodology already results in a " conservative 
estimate. 

In addition Marcus criticized SDG&E's showing rorra1l1ng 
to make full use of .Bonneville Power Administration (BPA) sur'p1us, 
less than 90% use of the PNW intertie, excessive derate of the DC 
line and the overstatement of the SW economy energy price. 

SDG&E criticized Mr. Marcus' estimate 'because it failed to 
consider numerOuS specifics regarding SDG&E's system that would 
affect the availability and usability of p'urchased power.. These' 
critical factOrs include minimum load, load'shapes,. percentage of' 
baseload resources to total resources, customer mix, reliability of 
serVice, ."pec.1fic .size ~nd type of generat1ng units, and 'gas :"'ate 
differentials. SDG&E argues that its foreca.st is the only credible 

.. 
forecast and should be adopted. The Commission shoul<:1 not be'swept 
up by poorly analyzed pOSition calli~g for unreasonable and 
unattainabJ.e levels of purchased power which :nay not 'be available to 
enable SDC&E to meet its peak loads. SDG&E argues, that it has a 

" 
r-esponsi~ility to meet its req~irements to its. customers and· cannot 
engage in the kind ~f speculative risks thatUCAN suggests in this 
proceeding. 

SDG&E fUrther argues that itz estimates of'SWenergyprice3 
are reasonaole when you consider that the 1983 and early 1984 prices 
were due to plentiful supplies. of hydro duri'ng· this periOd a,nd the 
fact there is increased competition for capacity in Arizona and 
Mexico which will drive up the need for capacity and, ther,etore, the 
p:-ices up in. the fO,recast 'periOd: SDG&E further states that althougb 
UCAN would. have SDG&E rely solely 0::: Ed.isoJ?" information, it ig.nores 
the fact that for this period 'Edi:;on is forecast1ngthe price otSW 
energy to 'be $31,' which.is in mos-tmonths bigher than SDG&E's 
forecast· of purchased power • 
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~ Upon careful review of the position of the various parties, 

~ 

:'~ 

we are of tbe opinion that the .staff's estimate of the volume of 
purchased power for the forecast period 1~ the mo~t reasonable and 
will be adopted for the purposes of this proceeding.. Wh1le wj,tness 

I Marcus has testified that SDG&E should be able to substantially 
• increase its SW energy purchases we are not convinced that we can 

properly eonclude that SDCi&E 3hould be able to match the performance 
of two other utilities without considering other factor~ which may . 
preclude SDG&E from taking increased levels of purchased power. We' 
concur with staff andOCAN that SDG&E has failed to jU3tify the $2 
increase in the SW energy costs. We will therefore adopt the staff . 
recommended level of purcha~ed power together with the starf·~ 
estimated cost of SW power. We note tbat the staff's higher estimate 
of NW and SW power purchases conSider, in part, the higher levels 
also recommended by OCAN., 
E. Geothermal Power 

There is no basic difference in the geothermal estimate 
between company and staff. UCAN picked up a minor discrepancy due to' 
two computational errors which in part are offsetting.. We will ado~t . 
the company's estimate of geothermal power because the discrepancy is 
in~ignificant. 

F. Natural Gas 
SDG&E, OCAN, and staff have stipulated to the GN-5 price to 

be used for the ~urpose of the forecast period. SDG&E recommends 
that rather than using the amount shown in its application of 
$259,899,000 based on the assumption that there would be an increase 
in the GN-5 rate, it now expects'the GN-5 rate to remain stable at 
the current level. This would result in a revised natural gas cost 
estimate of $247,399,000 for the forecast period. SDG&E.recommends 
that this revised figure be used for forecasting purposes and,' should 
the CommiSSion adopt a different GN-5 rate in the current CAM 
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proceeaing, it be allowed to make an adjustment by advice letter 
filing to be effective on the date filed to pr~tect both the 

" 

ratepayer and shareholder interests. Starr and UCAN concur in this 
treatmeet. 

The staff's lower estimate or gas u~ed for generation is . . 
due to the higher level of nuclear generation and purchased power. 
Sitlce we are adopting the starf recomm'ended level of nucl~ar and 
purchased power we will also adopt the stafr gas volume~. 

, . 
G. PReMOD AND PCAM 

Both SDG&E and the staff used production simulatioe models 
to develop their respective ruel resource mix estimates for the 
forecast period. SDG&E's production simulation model (PROMOD) bas 
been used in past proceedings, bowever this is the first proceeding 
in which the starr's PCAM has been used. Both models are 
sophisticated models although we aTe uncertain as to whether one is 
superior to the other. Although PCAM does not provide tor' the same 
details as PROMOD, we are of the opinion that it is reasonable for 
the purposes of making estimates of resource mix for these 
proceedings and will a~opt the PCAM results. 
H. Fuel Oil 

SDG&E and staff are in baSic agreement as to the level of 
diesel oil use 1n the forecast period. The staff however forecasts a 
substantially smaller level of LSFO burn in tl:le forecast perj;'od again 
due to its bigh~r purchased power and nue~ear generation estimates as 

, 
well as the lower natural gas prices. We Will adopt the stafr 
estimate of LSFO burn. 
I. Fuel Oil Inventory - Losses 

Starr has no objection to SDG&E's average LSFO inventory 
for the period of 960,000 barrels and an average diesel oil in~entory 
ofSO,OOO barrels. Starf also has no objection to SDG&E's use or a 
$S.50/barrel price as the average loss on sale or under11ft tee for 
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the forecast perio~. Staff recommeQd~ allowing SDG&E to uneerlirt 
the 'entire Hawaiian Indepen~ent Refinery, Inc. (HIRl) contract volume 
of 2,920,000 ~arrels ~1nce it believes that the propo~ed purchase of 
430,000 barrels is unnecessary. 

The staff also has no Objection to SDG&E'3 proposal to sell 
35,000 barrels of surplus diesel oil and the resulting $156,800 loss 
on the sale. The loss figure differs from SDG&E's estimate because 
of the difference in the moving average price or diesel oil used. 

The staff counsel further recommends that the Commission 
adopt the same treatment for Sharing of fuel oil losses adopted by 

this Commission for p~c1ric Gas and Electric Company (PG&E) in 
D.84-08-118, in which the Commission required the shareholders to 
assume 9% (PG&E'~,AER percentage) of the fuel oil sale los~es. He 
argues that SDG&E's situation i~ comparable to PG&E and recommends 
tha t 8% (SDG&E' sAtE percentage) of the projected' rue 1 oil sale 
losses oe borne by shareholders by removing such amount from the 
estimate of SDG&E's AEE revenues. SDG&E argues that there were no 
questions asked of its witnesses on the PG&E methodology, nor did any 
staff -witness propose such a methodology be adopted'. Staff. counsel 
argues that no further evidence is necessary since the principle that 
a portion of oil sale losses should be assigned to shareholders was 
estaclishea in D.84-08-11S. 

We will aaopt tlle principle established in D.84-0~1'8 that 
a portion of the fuel oil sale losses should be' borne on a share~ 
oasis oy the investors even though the sales or the oil represente~ 
the oest economic choice in the circumstances from the total.company 
perspective. In aOing so; we continue the implementation ora 
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::sha.ring policy which recognizes tha.t. t.he e.xee.s:5' fuel oil situation 
facing us to~ay stems essentially from this SOCiety's 1970's resource 
planning decisions greatly emphasizing security of LSFO ~upplies. 
'the consensus vi,ew acknowle<ige-s that drastically changing 
circumstances have cast serious douot on the strength or our 
collective wisdom. But that is not the key pOint.. 'l'od'aywe struggle 
with the tremendous financial consequences of these past deciSions 
ane as regulators we must strive tor equitable cost allocation in an 
imperfect world. 

While we find that <Lut1l1ty's part1calar course of conduct 
in d.1sposing of the e'xcess fuel oil, rather than storing it, tlay be 
the best economic choice ~ ~ total company perspective, such a 
choice requires analysis of the manner in which cost mitigation 
strategies impact the interests of both shareholders,. and. ratepayers. 
Since shareholders do bear some of the carrying costs associated with -storing excess oil inventory, and SDG&E's analysis unc1erstate3· the 
attractiveness of the storage option from the ratepayer pers~ective, 
we tind that the ~alance or the equitie~ requires a 92-8% ~haring 
between ratepayers and zhareholders. 'rhus of the $'f6'~060~OOO 
estimated. underlift payments in the forecast period 8% or $i,285,000 
will be disallowed ane the remaining $14,715,000 will be provided 
traditional ECAC/AER treatment. There will ~e'3imilar treatment for 
the diesel oil sale loszes. The application of the sharing:pr1nc1ple 
to und.erlift payments and oil sales lOS3e3 i3 appropriate, as both -transactions stem from the same oversupply pro~lem we have previously 
d~scus"ed. Ind.eed SDG&E'.s use of the $5 .. 50/0'01 price as the 
forecasted average salez 10$$ or und.erlift fee implicitly recognizes -
that fact. 
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J'. Carrying Cost of Fuel Oil in Inventory 
SDG&E requests that it be allowed to use 1t~ earned rate of 

return as the carrying co~t associated with fuel oil inventory. 
D.83~08-048 which establi~hed the carrying cost of ado~ted fuel oil 
in inventory authorized PG&E, Edison, and, Sierra Pacific Power the 
use of the earned rate of return a~ the carrying co~t of ado~ted fuel 
oil inventory tor those companies. SDG&E was required to use the 
Bankers' Acceptance rate as its carrying cost of fuel oil in 
inventory because SDG&E was unique in that it resorted to such 
financing for its fuel oil inventory. SDG&E's totitness Malquist 
te~t1ried that SDG&E has- not resorted to Bankers',Aeeeptanee 
financing of its fuel oil inventory since early 1984 and therefore it 
should be authorized to use the same ca~rying costs used by other 
utilities. 

Staff, UCAN, and City argue that for the ~ur~oses of ' 
setting rates SDG&E, should be allowed-only the Bankers' Acceptance 
rate since it was much cheaper to the ratepayers. Starr further 
argues that since Bankers' Acceptance rate is lower than the 
authorized rate of return, other utilities Should also be compelled 
to finance their fuel oil inventory through Bankers' Acceptances. 

We are persuaded 'by the arguments presen,ted that we should 
adhere to the ratemaking treatment adopted in D.83-08-048 'tor SDG&E's . 
carrying costs. The only argument SDG&E makes for the modification 
of this prior treatment is that it is not now actually using 'bankers 
acceptances to finance its oil inventory. SDG&E al~o claims concern 
about excessive short term borrowing if we adhere to our current 
ratemaking treatment, although thi~ record. indicates that SDG&E is 
not currently utilizing short-term financing and th.at it estimates 
its credit rating would not 'be affected until its short-term 
borrowing reached a level ot $125 million. The record in<11cates that 
financing requirements tor SDG&E's fuel oil in inventory approximate 
$40 million, well below the $125 million amount. In addition, SDG&E 
indicated that any 'bankers acceptances it uses to meet its actual 
borrowing needs will be collateralized by its fuel oil inventorie~. 
Thuz the use of bankers acceptances for ratemaking pur~ose~.seems 
entirely appropriate and SDG&E has failed' to make a plaus1~:le showing 
that it will be adversely affected by our ~resent policy. ) 
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Indeed tbe weight of the evidence indicates that a change 
in policy, even 1f.ju~tir1ed by SDG&E's arguments, would cost 
ratepayers an additional $4 million in carrying costs. Compared to 
the 12% cost of bankers aceeptanees, a changeover to authcr1zed rate 
of return (12.82%) would eost ratepayers approximately 21% due to the 
net-to-gross multiplier effect. There is simply no.· justification for 
passing this· additional eost on to ratepayers. 

In its last general rate case, SDG&E stipulated with starr 
to the exclusion of bankers acceptanees from its capital structure 
"in favor of consideratio.n of tbe1r ratemak1ng treatment of fuel 0.11 
invento.ry costs in OIl 82-04-02, the ECAC incentives ease .. " (D .. 83-12-
065, M1meo p .. 91). This further underscores the inappropriateness of 
making t~e change advocated by SDG&E in this offset proceed1:lg. 

Finally, we encourage our public statr to pursue this issue 
furtller as it bears on the carrying eosts of tlle other OIl 82-04-02 
respondents, in order to ensure that other ratepayers. are not ~earing 
excessive carrying costs for fuel oil in inventcry • 
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K. Balancing Account Rate 
D.91296 in OII $6 aut~orized SDG&E to u~e the commercial 

paper rate plu~ a 50 ba~i~ pOint adder a~ the ~alancing aceount rate 
beeause or SDG&E's lower commercial paper rating. Statt now argues 
that the need for the 50 basis point adder is no' longer warranted 
because SDG&E's eommere1al paper rating has been upgraded from its 
former A2!P2 rating to an AiIP2 rating.. SDG&E on the other hand 
argues that tbere is justi!"ication for retaining the 50 basis pOint 

'. 

) 

ac1d,er since there were times when the 50 basis pOint adder wa~ not 
sufficient in the past and futhermore'even rtth an A1!P2 rating 
SDG&E's rating was still lower than the A1/P1 rating enjoyed by the 
other utilities.. However should the Commission feel compelled to 
make an adjustment to the adder, SDG&E believes that an adjustment to 
a 26 to 32 basis point adder can be justified. 

Staff on the other hand. believes that because of SDG&E's 
vastly improved financial condition and reduc~d financing expenses 
SDG&E should be required to apply the commereial paper rate with no 
adder ror ECAC balancing aecount purposes effeetive November 1, 1984 .. 

We concur that the 50 basis point adder for SDG&E is no 
longer warranted, however based on the evidence in the record we 
believe that a 25, basis pOint adder is reasonable. When SDC&E's 
commercial·paper rating is. upgraded to tne level of Ai!P1 theadd.er 
no longer will ~e warranted. 
L. SWPI.. Fuel Savings 

In response to Ordering Paragraph ~ of D .. 84-o8-12S in 
A.83-12-01, SDG&E witnesses testified that the estimated tuel savings 
from the SWPL would. be $34,710,000 ror the forecast period based on a 
PROMOD run using the same assumptions used to- make the ECAC run with 
the exception of the existence of the SWPL. Starf, UCAN, and City 
challenge the rea:sonablene:53 0-£ these savings especially in view of 
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. . 

the lower estimate of purchased water in the foreca~t period compared 
to the record period purcha~es. The record in this proceeding is 
inadequate to determine the rea~onableness of 'the purported ~avings 
from the SWPL. We will expect applicant and staff to further study 
this issue in its general rate case proceeding to determine whether . 
there is reasonable use being made, of the SWPL. 
M. Miscellaneous Items 

In.SDG&E's 1984 general rate case, incremental energy ratez 
were adopted with the understanding that following the commercial' 

, 

operation of SONGS 2 & 3 the incremental energy rate~1nclud1ng SONGS 
2 & 3 would be considered in the next ECAC proceeding. SDG&E has 
incorporated the incremental energy rates inclUding SONGS 2' & 3 in 
this ~pplication. It has used the starf's proposed number~ offered 
in the general rate ease and has given notice to 'all parties from the 
general rate case that the change will be made in this proceeding. 
SDG&E ~tates that the, change i3 non controversial and that the 
Commission. should authorize the new incremental energy rates., 

, ' 

The staff also recommends the revision of SDC&E'~ 
Preliminary Statement to reflect a cumulative basis of calculation 
rather than a monthly basis' of calculation for the earni%lgs . ., 
limitation cap.. SDG&E did not object to this recommendation. We 
require SDG&E to modify Preliminary Statement Seetion:.9(m)(2) in the 

manner recommendecf by the staff in Exhibits 16 and 34.' / 
We will also adopt the staff estimated balances of the ECAC 

a.nd ERAM balancing accounts whicb include more actual recorded data 
and also correct earnings limitation cap adjustments. 

Consi~tent with our recent ~eeis1on 'in SDG&E~s general ·rate 
case (D.83-12-06S), the System Average Percentage Change Method will 
be used to allocate the revenue changes flowing from tbis (reCision 
among customer classes.. Tables. 1 and 2 presents the derivation of 
the ECAC and AER adopted in this decision. The $45,060,000 refund 
ordered by D.84-12-026 tor the Tesoro disallowance is 1ncluded in 
calculating the ECAC balane~ng account rate change in Table 1. The 

• 

rates adopted in th1,s deCiSi,on passes through the $45,060,000 refund 
ove~ a 12-month period. , ' 

- 12 -



A.S4-C7-C27 cq 

• 

• 

• 

" 

TAB1.£ 1 

SAN DIEGO GAS ~ ElECTRIC COI'IPANY 
DEYELDPI!EHT OF £CAC RATE 

NOYEnBER 1,1~ TO OCTOBER lL,19as 

UNIT PRICES Fua BURN 
INPUT 
IUJ(WH S/BBl. ClK2BTU C/KWH PCBTU,' 

1 PURCHASED ENERGY 5087.7 4.689:3 

2 GEOTHERMAl., Zb.l 14.1628a 

3 NUClEAR GENERATION 2710.99 1.144957 

4 FOSSIL FUEl 

S NATURAL GAS 4145.01 500.3 5.478285 4S:S94.4: 

b DIESEL OIL 1.6 <4O.bB 721.15 9.:si49S '~.S 

7 RESIDUAL OIL 93 38.4 612.70 7.322482 1111.35 

S SUBTOTAL FOS. FUEL 4240.21 

1 SU~TOiAl. FUEL ANn 
PURCHASED ENERGY 12075 

10 PLUS YARIABlE WHEELING EXPENSES 

11 UHDERI.IFT PAYI'IEHTS 

12 CARRVING COSTS OF OIl. IH INYENTORY 

13 NET LOSSES ON SALES OF FUEl OII.(DIESEL) 

14 SUBrOTAl. EXPENSES 

15 LESS 91 OF I.INE 13 

16 PLUS HARCO FUEL SERVICE CHARGE 

17 TOTAl. 

18 ALLOCATED Al!OUNT FOR ECAe RECOYERY 
(I. 17 X'ALlDCATIONRATIO OF .984724) 

19 LESS 'ECAC EHERSY COST OFfSET FROI'I 
CURROO ECAC OFFSET RATES. 

20 ALLOCATED CURROO COSi 'LESS REYEHUE FRO/! 
CURRE1iT EtAt OFFSET RATES 

21 ECAC OFFSET RATE CHANGE (L20/106~.~I!"KWHSl 

22 ECAt OFFSET RArE CHANGE ADJUSTED FOR FRANCHISE 
FEES AND UHCOLLECTIBLESCL21Xl.0128) 

COST 

I'll 

238579.0 

5185.000 

31039.67 

227108.l 

149.9992 

6809.908 

508872.0 

630 

147i'S 

~919 

Sm40.: 

-42:47.2' 

11S:S 

488146.0 

458045.6 

.213 CIKWH 

.21b CJY.WH 



AL'l'-COM-DV 

• TABl.E 1 (CONTINUED) 

I1£" UNIT 

~ ESTltlATED BAJ.ANCE OF ECAC 
AS OF, HOV.l,19S4 ' ~s 14312 

24 TESORO DISALLOWANCE' I1S ~50bO 

2S ADJUSTED BA~AHCINS ACCOUNT !'If "l<I7~ 

26 TWELvE-t!OHTH ESTlt!ATED SALES APPLICABLE 
TO ECAC ADJUSiI1£NT RATES I!2KWH 106~.6S 

27 TOTAL ECAC 9AJ.AHCINS RATE!L 2S / L 20) C/KWH -.28910: 

28 PROPOSED ,TOTAL BALAHCIHS RATE ADJUSTED 
FOR FRANCHISE ANDUNCO!.WECTIBLES Clt.H -.29ZS04 
(LINE 27 'x 1.01Zd> 

• 29 PROOTTOTAI. BM.ANCINS RATE ClKWH -.028 
, " 

~O TOTAl. iALANCIHS RATE CHANGE C/KWH -.26480.4 
(LINE'2S- LINE 29) 

Zl PROPOSED UNIFORI'I CH;'N6E IN OFrSET RATE C/KWH .216 

32 PROPOSED UNIFORt! CHANGE IN 
ECAC ADJUSTMENT RAiE (LINE :SO • LINE ~1) C/KIIH .... 049 

'. 
- l3a -
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TABLE 2 
SAN DIEGO GAS ~ ElECTRIC COMPANY 
DEYELOPMENT O~ ANNUAl. EHERSY RATE 

ItOVEl1BER 1,1984 TO OCTOBER ~1,19SS 

UIUT PRICES FUEL BURH 
INPUT 
S~H s/9B~ c/~2B1U C/KWH ~U 

1 PURCHASED ENERSY 5087:7 

2 SEOTH£RIIAI. 30.1 

Z'NUCl.EAR GENERATION 2710.99 

4 FOSSIl.. Fua 

4.bam 

S NATURAl. SAS 

b DIESEL OIl. 1.b 4O.6a 721.1~ 9.31495 20.8 

7 RESIDUAl. 011. 93 38.4 012.16 7.322492 1111.~S 

e SUBTOTAL FOS. FUEL 4240.21 

9 SllBTOTAI. FUEl. AHD' 
PURCHASED ,ENERGY 12075 

10 ?I.US VARIABLE WH£El.ING EXPENSES 

11 UNDERI.IFT PAY"EHTS 

12 CARR1ING COST OF OIl. IN INVENTORY' 

13 NET 1.055£5;ON SAW OF FUEL OII.£DI6El.) 

14 SUBTOTAL EX?ENSES 

15 LESS 921 OF I.INE 13 

16 TOTAL. 

17 ALLOCATED AHOUNT FOR AER RECOYERY 
(1. 16 X AlJ.OCATION RATIO OF .984724) 

19 ANNUAl. ENERGY RATE tI.17/10b:S.b5"MKWHS) 

19 AERADJUSTEDFOR'FRAHCHISE 
FEES AND UNCO~CTIBLES(1.18X1.012B) 

20 PRESENT AHNUAI. ENERGY' RATE 

21 CHANGE' IN AER RATE 

- 14 -

~SS19:0 

5195.000 ' 

22710e.: 

149.9992 

6809.908 

2Z40ba~2 

50asn .. O 

14775 ' 

1#.3 

S29l40.:) 

-4Sb993~ 

42A7.22 

41700.32 , 

.392 ClKWH 

.397 C/Xlfft 

.382 C/KWH 

.015 c/KWH 
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F1nding~ or Fact 
1. In A.84-01-027, SDG&E reque~t~ adjustment of its ECAC rate, 

AER, and ERAM rate tor a net revenue increase or 4.6% or $56.1 
million in it~ electric revenues tor the twelve-month period 
Novem~er 1, 1984 to Octo~er 31, 1985. 

2. SDG&E's foreast re~ource mix u%lder~tates nuclear generation 
and purchased power and' overstates natural gas and LSFO ~urn. 

3. The staff's estimate of nuclear generation, purchased 
power, natural gas, and LSFO ~urn is reasonable and will be adopted 
for the forecast periOd. 

• 4. SDG&E's estimated cost of SW energy involving the rounding 
up of costs and the use of a $2 escalation factor is not reasona~le. 
We w1ll adopt as reasonable the staff's projection of purchased power 
prices. 

5. SDG&E, UCAN, City, and staff have stipulated to the use of 
the current GN-5 rate to be used for forecasting purposes. If the 
current CAM proceedings result in a different GN-S r-3te, the parties 
have stipulated that SDG&E should be authorized to make, an adjustment 
by advice letter tiling to be etfective on the date tiled to protect 
both the ratepayers and investors. 

o. We find the above stipulation to be reasonable and will 
adopt the current GN-5 rate for the purpose of this decision and will 
authorize SDG&E to make an adjustment by advice letter filing to be 
effective on the date filed should the Com=1ss1on authorize a 
different GN-5 rate during. the forecast period. 

7. An average LSFO inventory of 960,000 barrels and average 
diesel oil 1nventcry of 80,000 barrels are reasonable tor the . 
forecast period. 

8. Allowing SDG&E to under11ft the entire HIRl ,contract volume 
at an average underl1ft fee of $5.5~ per barrel represen'ts the best 
economic choice in the ei:-cumstanees from the total company 
perspective • 

- 15-
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9. Selling 35,000 barrels of surplus diesel. oil at an 
estimated loss of .$156,SOO in the forecast periodrepre~ents the ~est 
economic choice in the circumstances from the total company 
perspective .. 

10. Staff counsel recommends that the Comm1ssionadopt the same 
treatment for sharing of fuel oil losses adopted :by.thisComm1ssion 
forPG&E in D.84-08-11S .. 

·11. It is reasonable to adopt the principle established in 

D .. 84-08-11.$ and hav'e the shareholders l)ear 8% (AER .port10n) of the 
fuel oil sale losses estimated in the forecast period .. 

12. It is reasonable to use the Ban,leers' Acceptance rat'e as the 
carrying cost of fuel oil in inventory. 

13. It is reasonable to adjust the 50 baSis pOint adder to the 
commercial paper rate adopted in D.91926 in OII 56 for SDG&E to 'a 25 
baSis pOint adder to l)e used as the balancing account rate because of 
the upgrading of SDG&E's commercial paper fromA2/P2 rating. to an 
A1/P2 rating .. 

14 •. SDG&E's incremental energy rates including SONGS 2 & 3 are 
i 

reasonable and SDG&E is author1ze<1 to use the neW' incremental energy 
rates .. 

15. It is reasonable for SDG&E to revise its Preliminary 
Statement Section 9(m)(2) ·10 the manner recommended by the .staff in 
Exh1b1 ts 16 and 34.. ./ 

- l6-
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16. Tbe starr's estimate~ balances of the ECAC and EEAM 
balancing account~ are reasonable and are ado~ted for th1~ proceeding. 

17. The adopted resource mix anc1 the ECAC and ABE derivation 
~hown in Tables 1 and 2 are reasonable. 

18. It is reasonable to pass through in ECAC rates the 
$45,060',000 refun~ ordere~ by D .. 8:4-12-01-026 for the '!esoro 
disallowance over a 12-month period. 

19.. An ECAC rate decrease of 0.049¢IkWh, an AER increase of 
.015¢/kWh, anc1 an ERAM rate decrease of O.198¢/kWh are reasonable .. 

20. The above rate adjustments would produce a net revenue 
decrease of $24_7 million. 

21. Because the revision date of November 1, 198.4 is past, this 
interim order shoulc1 take effect on the date of issuance. 
Conelusion~ or Law 

1. SDG&E should be authorized to rile revise~ tariffs designed 
to adjust revenues as follows: 

ECAC 
AER 

$ (5, .. 2 million) 
1.5 million 

ERAM (21.0 million) 
Total $(24.7 million) 

(Red Figure) 

2. The changes in rates and charges authorized by this 
decision are justified and reas~nable. 

INTERIM ORDER 
IT IS ORDERED that: 

1 .. San Diego Gas & Electric Company (SDG&E) is authorized. to 
file with this Commission revised tarifr schedules reflecting the 
following rate adjustments: 

a. ECAC rate decrease of O.049¢/kWh. 
b. AER increase of O.015¢IkWb. 
c.. ERAM rate decrease or o.198¢/kWh. 

- 17 -
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.. 
Such filing sball be .in conformance with the provisio~ of General 
Order 96-A, ·and sball becom~ effective on tbe date of filing but not 
earlier than January 1, 1985. Tbe revise4 scbedules sball apply only 
to services ren4ered on or after the effective 4ate or tbe tariffs. 

2. Consistent 'With our recent 4ecis10n in SDC&EYs general rate 
case (D.S3-12-06S) tbe Syste:n Average Percentage Change Meth.od'Will 
be used to allocate the above revenue changes among customer 
classes. (See Appendix A.) 

3. SDG&E sball continue t~ use its bankers acceptance rate as 
its carrying cost on fuel oil in inventory. 

4. The '50' baSis pOin.t adder to the Commercial Paper rate 
authorized for SDG&E by D. 9-1926 as tbe balancing account rate is 
reduced to a 25 basis point adder. 

S. SDG&E shall file revised Prelim1nary Statement 
Section 9(m)(2) in tbe manner recommended by the starr in :Exhibits 16 
and 34. 

6. SDG&E is authorized to use the new incremental energy rates 
including SONGS 2 & 3 • 

1. SDG&E is authorized to make an adjustment to the adopted 
AER rate by adviee letter tiling to be effective on the date tiled it 
the Commission should authorize a different GN-S rate during the 
foreeast period. 

This order is effective today. 
Dated December 28, 1984 , at San Franeisc~, California. 

'. 

DONALD VIAL 
President 

VICTOR CALVO 
PRISCILLA C. GREW 
WILLIAM T. BAGIr.{ 
FREDERICK R ... ·· DODA 

/", Commissioners 
- , 
i'" "~ 
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