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INTERIM OPINION

J. Summary of Decision

In this interim opinion, we adjust San Diegé Gas & Elec¢tric
Company's (SDG4E) Energy Cost Adjustment Clause (ECAC) rate, Annual
Energy Rate (AER), and Electric¢ Revenue Adjustment Mechanism (ERAM)
rate. The total adjustments including the refund of the $45,060,000
Tesoro disallowance ordered in Decision (D.) 84-12-026 over a
12=-month period would produce a net decrease in revenues of szn T v//
million as followz : ’ | |




'
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. ECAC rate decrease .049 cents per ‘ | /
kilowatt-=hour
(¢/xWh) $ (5.2 million) ¢//

AER rate increase 0.015¢/kWh 1.6 million y/
ERAM rate decrease 0.198¢/kWn o {(21.0 million)

Total $ 24.7 million. v///
(Red Figure) | | |

- II. Introduction

By this application SDG&E seeks authority from this
Commission t0 revise its electric rates and c¢harges in conformance
with D. 92496 in Order Instituting Investigation (0II) 56, D.83-02-076
in OIT 82-09-02, D.83-08-048 in OII 82-04-02, and D.83-12-065 in
A.82-12-57. SDG4E requests a uniform 0.626¢/KWh increase in SDG4E's
ECAC adjustment rates to offset 92% of the estimated cost of all energy
and fuel-related expenses for the twelve months beginning Noveﬁber 1,
1984, and to amortize the estimated balancing account undercollection
of $2.7 million as of November 1, 1984 over the following twelve
months. SDG&E 2ls0 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 commeneing November 1, 1984. SDGXE further seeks a
-152¢/kWh 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 in electric
revenues. The application also covers the reasonableness refiew for
the record period May 1, 7983 through April 30, 1984 and‘certain'other,
issues stipulated in A.83-07-16.

SDG&E further requests that the Commission authorize the use
of SDG&E's authorized rate of return as the carrying cost for the AER
portion of the adopted fuel 0il inventory and the use of SDG4E's earned
rate of return not to exceed the authorized rate of return io‘determine
the carrying cost of the adopted fuel inventory recoverable under ECAC

and for fuel inventory above the adopted inventory level the use of the
ECAC balancing account interest rate.
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. A prehearing conference was held on August 31, 1984 and ten
days of evidentiary hearings on the forecast izsues began on
September 17, 1984. Oral argument on the forecast issues was held on
October 3, 1984 with optional briefs filed on QOctober §, 1984. SDGEE
presented nine witnesses, Utility Consumer Action Network (UCAN)
presented one witneés, and the Commission staff (staff) presented
eight witnesses. The City of San Diego (City) participated in the
proceeding through cross~examination of witnesses, and argument.

SDG&E, UCAN, and staff 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 of oil burn and the ratemakihg
treatment of fuel oil sale losses and/or underlift payments, the use
of rate of return as the carrying cost of fuel oil inventory in lieu
of the Bankers' Acceptance rate, and the appropriate dbalancing
account rate. In addition the adoption of the Incremental Energy
Rate including SONGS 2 & 3, the staff's introduction of a Production
Cost Apalysis Model (PCAM) to forecast the resource mix for the
forecast period, and the fuel savings from the Southwest Power Link
(SWPL) were other items that were 1ntroduced into this-proceeding.

SDG&E .and staff were in basic agreement on sales forecast,
heat rate, unit cost of low sulfur fuel oil (LSFO) and diesel oil,
geothermal epergy costs, nuclear fuel costs, 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 million cost savings in the forecast period if a\higher,levell
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of southﬁest economy energy purchases were used, and if corrections
were made to overstated forecast period costs by SDGEE on Pacific
Northwest energy costs, GN-5 rates, Heber geothermal costs, and the

cost of K04 gigawatt (gWh) of Southwest nonfirm energy.
B. Resource Mix

The follo&ing is a comparison of the estimated resource mix
for the forecast period of SDG&E and the staff:

GWHR 4 of Total Mix
Resource SDCLE Stafs SDGEE Staff
Purchased .
Energy 4,865.9 5,087.7 40.3 42,1
Geothermal 36.1 36.1 .3 .3
Nuelear .
generation 2,435.2 2,711.0 20.2 22.5
Natural Gas 4,369.0 4,185.6 26.2 34.3 .
Diesel 01l 1.6 1.6 - -
LSFO 367.2 93.0 3.0 .8 N
Total 12,075.0  12,075.0  100.0  100.0 .
C. Nuelear Generation -

The staff developed its capacity factor estimated for SONGS .
2 & 3 by developing a production factor for nine post=1979 L
pressurized water reactor plants for the period beginning with their }
commercial operating date through April 1984. Using the avq;age
production factor of 77% and the kmowledge that SONGS 2 will be down
for 2 months in the forecast period for the refueling and maintenance
and SONGS 3 will be down for two months for refueling, starf
developed a capacity factor of 58% for SONGS 2 and 644 for SONGS 3.
SDG4E relied upon an Edison study which showed 2 60% capacity factor
for both SONGS 2 & 3. :

SDC&E argued that the staff methodology is simplistic and
flawed and that the Commission should adopt the plant operator's
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estimate of capacity factor in this proceeding. While we may not
agree entirely with the staff methodology, we believe that the staff
has made a reasonable attempt to forecast the estimated nuclear
generation for the forecast period. We will therefore adopt the
staff's nuclear generation estimate. '

D. Purchased Energy

SDG&E and staff differ in their estimate of purc¢hased power
by some 222gWh. The bulk of this difference is due to the staff's
- estimate of ﬂigher availability of Southwest (SW) purchases during
the months of May through October 1985 and also greater Pacifice
Northwest (PNW) power in July 1985. The staff accepts the company's
projection of purchased power prices except for SW economy energy ,
prices. The staff disagrees with SDG&E's $2 megawatt (Mwh) 1nflation
cost factor.

UCAN's witness Marcus testified that SDGEE should bde abdle
to take a substantially greater volume of SW power especizally 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 1,188gWh compared to the 404gWh purchases shown in the
application. Marcus further stated that he would expect SDG&E to be
able to £1l1l1 a greater percentage of its available transrer
capability with nonfirm economy ‘erergy than either Edison or LADWP
because SDGLE has the highest avoided cost and the smallest amount of
transmission capadility. By recommending the use of an average of
SCE and LADWP use of uncommitted transmission capability, witness
Marcus stated that he was being conservative. Marcus further
adnitted that while other factors might account for SDGLE's being
less able to fill its available transmission capability such as
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ninimum load constraints no adjustment to his estimate was neces ary
because his averaging methodology already results in a.conservative
estimate. : ' : -

In'add*tion Marcus criticized SDG&E's showing for failing
to make full use of .Bonneville Power Administration (BPA) surplus,
less than 90% use of the PNW intertie, excessive derate of the DC
line and the overstatement of the SW economy energy price.

SDG4E criticized Mr. Marcus' estimate because it failed to
consider numerous specifics regarding SDGZE's systenm that'would
affect the availability and usability of purchased power. These-
eritical factors includelminimum load, load shapes, percentage of’
vaseload resources to total resources, customer mix, reliadbility of
service, specific size and type of generating units, and gas rate
differentials. SDG&E argues that its forecast is the only ¢redible
forecast and should be adopted. The Commission should not beaswept
up by poorly aralyzed position calling for unreaaonable and ‘
unattainable levels of purchased power which may not be available to
enadble SDCXE to meet its peak loads. SDGXE arguesﬁthatfit has a
responsibility to meet its requirements to its custonmers and cannot
engage in the kind of speculative risks that UCAN auggeata in this
proceeding. :

SDG&E further argues that its estimates of SW. energy prices
are reasonable when you consider that the 1983 and early 1984 prices
were due to plentiful aupplies,of hydro during this period and the
fact there is increased competition for capacity in Arizona and |
Mexico which will drive up the need for capacity and, thererore, the ’//
prices up in .the forecast period. SDG&E further stites that although
UCAN would have SDG&E rely solely on Edison information, 1t ignores
the fact that for this period Edison is forecasting the price of SW
energy to be $31, ‘which is in most months higher than SDG&E'*
foreca*t of purchaued power.
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Upon careful review of the position of the various barties,
we are of the opinion that the .staff's estimate of the volume of
purchased power for the forecast period is the most reasonabdble and
will be adopted for the purposes of this proceeding. While w@tness
Marcus has testified that SDGLE should be able to substantiall&
increase its SW ene;gy purchases we are not convinced that we ¢an
properly conclude that SDG&E should be able to match the performance
of two other utilities without considering other factors which may
preclude SDGiE from taking increased levels of purchased power. We'
concur with staff and UCAN that SDGAE has failed to justify the $2
increase in the SW energy costs. We will therefore adopt the staff
recommended level of purchased power together with the stalf's
estimated cost of SW power. We note %That the staff's higher estimate
of NW and SW power purchases consider, in part, the higher 1evels
also recommended by UCAN.t
E. Geothermal Power

There is no basic difference in the geothermal estimate
between company and staff. UCAN pieked up a minor discrepancy due to
two computational errors which in part are orfsetting. We will adopt

the company's estimate of geothermal power because the discrepancy is
insignificant.

F. Natural Gas

SDG&E, UCAN, and staff have stipulated to the GN-S price to
be used for the purpose of the forecast period. SDG&E recommends
that rather than using the amount shown in its application of
$259,889,000 based on the assumption that there would de an increase
in the GN=-5 rate, it now expects 'the GN-5 rate to remain stadle at
the curreﬁt level. This would result in a revised natural gas cost
estimate of $247,399,000 for the forecast period. SDGEE recommends
that this revised figure be used for forecasting purposes andfshould
the Commission adopt a different GN-5 rate in the current CAM
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proceeding, it be allowed to make aﬁ adjustment by advice letter
filing to be effective on the date filed to protect both the
ratepayer and sharebolder interests. Staff and UCAN conbur in this
treatment. '

The staff's lower estimate of gas used for generation is
due to the higher level of nuclear generatioen and purchased power.
Since we are adopting the staff recommended level of nuclear and
purchased power we will also adopt the staff gas volumes..

G. PROMOD AND PCAM :

Both SDGAE and the staff used production simulation models
to develop their respective fuel resource mix estimates for the
forecast period. SDGSE's production simulation model (PROMOD) has
been used in past proceedings, however this is the first proceeding
in which the staff's PCAM has been used. Both models are
sophisticated models although we are uncertain as to whether one is
superior to the other. Although PCAM does not provide for the same
detalls 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 adopt the PCAM resultis.

H. Fuel 011 |
SDGLE and staff are In basic agreement 2s to the level of

diesel 0il use in the forecast period. The staff however rorecasgs a
substantially smaller level of LSFO burn in the forecast period again
due to Its higher purchased power and nuclear generation estimates as
well as the lower natural gas prices. We will adopt the s arf
estimate of LSFO burn. '
I. Fuel 01l Inventory - Losses

Staff has no objection to SDGEE's average LSFO inventory
for the period of 960,000 barrels and an average diesel oil inventory
ef 80,000 barrels. Staff also has po objection to SDGAE's use of a
$5.50/barrel price as the average loss on sale or underlift fee for
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the forecast period. taff recommends allowing SDG&E to underlift
the ‘entire Hawaiian Independent Refinery, Inc. (HIRI) contract voluze
of 2,920,000 barrels since it believes tha%t the proposed purchase of
420,000 barrels is unnecessary. \

The staff also has no objection to SDG&E's proposal to sell
35,000 barrels of surplus diesel oil 2nd the resulting $7156,800 loss
on the sale. The loss figure differs from SDG4E's estimate because
oOf the difference in the moving average price of diesel oll used.

The staff counsel further recommends that the Commission
adopt the same treataent for sharing of fuel 01l losses adopted by
this Commission for Pacific Gas and Electric Company (PG4E) in
D.84~08-118, in which the Commission required the shareholders to
assume 9% (PG&E'ss AER percentage) of the fuel oil sale losses. He
argues that SDGA4E's situation is comparable to PGAE and recommends
that 8% (SDG&E's AER percentage) of the projected fuel oil sale
losses be borne by shareholders by removing such amount from the
estimate of SDG&E's AER 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 2 methodology de adopted. Staff counsel
argues that no further evidence is necessary since the p*inéiple that
a portion of oil sale losses should be assigned to sbareholders was
established in D. B4-08-118.

We will adopt the principle established in D. 84-08—118 that
a portion of the fuel 0Ll sale losses should be bdborne on 2 shared

basis by the investors even though the sales of thé 0il represented
the best economic choice in the circumstances from the total company

perspective. In doing 30, we continue the implementation °5 ?

)
'
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sharing policy which recognizes that the excess fuel ¢il situation
facing us today stems essentially from this society's 1970's resource
planning decisions greatly emphasizing security of LSFO supplies.
The consensus view acknowledges that drastically changing
circumstances have cast serious doubt on the streagth of our
‘collective wisdom. But tiat is not the Key point. Today we struggle
ith the tremendous financial consequences of these past decisions
and as regulators we nmust strive for equitable cost allocation'in an
imperfect world.

While we find that a utility's particular course of coanduct
in disposing of the excess fuel oil, rather than storing it, may be
the best economic choice from the total ¢ompany 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 SDGEE's analysis understates the
attractiveness of the‘storage option from the ratepayer perspective,
we find that the balance of the equities requires a 92-8% sharing
between ratepayers and shareholders. Thus of the $16,060,000
estimated underlift payments in the forecast period 84 or $1,285,000
will be disallowed and the remaining $14,775,000 will be provided
traditional ECAC/AER treatment. There will be similar treatment for
the diesel oil sale losses. The application of the sharing ‘principle
to underlift payments and oil sales losses is appropriate, as both
transactions stem from the same oversupply problem we have previously
discussed. Indeed SDGLE's use of the $5.50/bbl price as the

forecasted average sales loss or underlift fee imp;icitly redogpizes
that fact. '
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J. Carrying Cost of Fuel 0il in Inventory

SDG&E requests that it be allowed toO use its earned rate of
return as the carrying cost associated with fuel oil inventory.
D.83-08-048 which established the carrying cost of adopted fuel oil
in inventory authorized PGE&E, ﬁdison, and Sierra Pacific Power the
use of the earned rate of return as the carrying cost of adopted fuel
0il inventory for those companies. SDG&E was required to use the
Bankers' Acceptance rate as its carrying cost of fuel 01l in
inventory because SDG&E was unique in that it resorted %o such
financing for its fuel oil inventory. SDGAE's witness Malquist
testified that SDGLE has not resorted to Bankers'. Acceptance
financing of its fuel 0il inventory since early 1984 and therefore it
should be authorized to use the same carrying costs used by other
utilities.

Staff, UCAN, and City argue that for the purposes of .
setting rates SDG&4E should be allowed. only the Bankers' Acceptance
rate since it was muc¢h cheaper to the ratepayers. Staff 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 oll inventory through Bankers' Acceptances.

| We are persuadéd by the arguments presented that we should
adhere to the ratemaking treatment adopted im D.83-08-048 for SDG&E's
carrying costs. The only argument SDG4(E makes for the modiri¢atibn
of this prior treatment is that it is not now actually using.bankers
acceptances to finance L%ts oil inventory. SDG&E also claims concern
about excessive short term borrowing if we adhere to our current
ratemaking treatment, although this record indicates that SDG&E is
not currently utilizing short-term financing and that it estimates
its credit rating would not be affected until its short-ternm |
borrowing reached a level of $125 million. The record indicates that
financing requifements for SDG4E's fuel o0il in inventory épproximate
$40 million, well below the $125 million amount. In addition, SDGEE
indicated that any bankers acceptances it uses to meet 1ts actual
borrowing needs will be collateralized dby its fuel 0il inventories.
Thus the use of bankers aceeptances for ratemaking purposes seems
entirely appropriate and SDGLE has failed to make a plausible showing
that it will be adversely affected by our present policy. ’ |
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Indeed the welght of the evidence indicates that a change
in policy, even if. justified by SDGEE's arguments, would cost
ratepayers an additional $&'million in carrying costs. Compared to
the 12% cost of bankers acceptances, a changeover to authorized rate
of return (12.82%) would cost ratepayers approximately 21% due to the
net-to~gross nultiplier effect. There is simply notjustification for
passing this additional cost on to ratepayérs. | :

In its last genmeral rate case, SDG&E stipulated with staff
to the exclusion of bankers acceptances from its capital structure
"in favor of consideration of their ratemaking treatment of fuel oil
inventory costs in QII 82-04-02, the ECAC incentives case."” (D.83-12-
065, Mimeo p. 91). This further underscores the inappropriateness of
making the change advocated by SDG4E in this offset proceeding;

‘ Finally, we encourage our public staff %o pursue this issue
further as it bears on the carrying costs of the other OII 82-04-02
respondents, in order to ensure that other ratepayers are rot dbearing
excessive carrying costs for fuel oil in inventory. '
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K. Balane¢ing Account Rate ’>

D.91296 in OII 56 authorized SDGAE to0 use the commercial
paper rate plus a 50 basls point adder as the balancing account rate
because of SDGLE's lower commercial paper rating. Staff now argues

that the need for the 50 basis point adder l1s no longer warranted
because SDG&E's commercial paper rating has been upgraded from its
former A2/P2 rating to an A1/P2 rating. SDG&E on the other hand
argues that there is justification for retaining the 50 basis point
adder since there were times when the 50 basis point adder was not
sufficient in the past and futhermore even with 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 bdelleves that an adjustment to
a 26 to 32 basis point adder can be justified. '

. Staff on the other hand believes that because of SDGLE's
vastly improved financial condition and reduced financing expenses

SDG&E should be required to apply the commercial paper rate with no
adder for ECAC balancing account purposes effective November 1, 1984.

We concur that the 50 basis point adder for SDG&E is no
longer warranted, however based on the evidence iz the record we
believe that a 25 basis point adder is reasonable. When SDG&E's
commercial paper rating is upgraded to the level of A1/P1 the .adder
no longer will be warranted. '

L. SWPL Fuel Savings ‘

In response ¢o Ordering Paragraph 4 of D.84-08-125 in
A.83-12-01, SDG&4E witnesses testified that the estimated fuel savings
from the SWPL would be $34,710,000 for the forecast period based on 2
PROMOD run using the same assumptions used to make the ECAC run with
the exception of the existence of the SWPL. Staff, UCAN, and City
challenge the reasonableness of these savings especially in view oft\
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the lower estimate of purchased water in the forecast period compared
to the record periodeurchases. The record in this proceeding is
inadequate to determine the reasonabdleness 6r'the purported savings
from the SWPL. We will expect applicant and staff to further study
this fssue 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 rates
were adopted with the understanding that following the commercial'
operation of SONGS 2 & 3 the incremental energy rates.inéluding SONGS
2 & 3 would be considered in the next ECAC proceeding. SDG4E has
incorporated the incremental energy rates including SONGS 2 & 3 in
this application. It has used the starf's proposed numbetsvoffered
in the general rate case and has given notice to all parties from the
general rate case that the change will be made in this proceeding.
SDGLE =states that the change i3 non controversial and that the |
Commission should authorize the new incremental energy rates.

The staff ai;o recommends the revision of SDGLE's
Preliminary Statement to reflect a cumulative basis of caiculation
rather than a monthly basis of calculation for the earnings
limitation cap. SDGE did not object to this recommendation. We
require SDG&E to modify Preliminary Statement Section '9(m)(2) in the
manner recommended by the staff in Exhidbits 16 and 34. ;/’/

We will also adopt the staff estimated balances of the ECAC
and ERAM baiancing accounts which include more actual recorded data
and also correct earnings limitation ¢ap adjustments. |

Consistent with our recent decision in SDGEE's general -rate
case (D.83-12;065), the System Average Percentage Change Method will
De used to allocate the revenue changes flowing from this decision
among customer classes. Tables 1 and 2 prezénta the derivation of
the ECAC and AER adopted in this decision. The $45,060,000 refund
ordered by D.84-12-026 for the Tesoro disallowance 1s included in
calculating the ECAC balanc@ng account rate change in Tabdble 1. The

rates adopted in this decision passes through the $45,060,000 refund
over a 12-month period. ' ‘
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TABLE 1
SAN DIEGC GAS & ELECTRIC COMPANY
DEVELOPMENT OF ECAC RATE
NOVENBER 1,1984 TO OCTOBER 31,1985

UNIT PRICES rUEL BURN
INPUT

H2KWH $/B8L  C/M2BTU  C/KWH  MIBTU:

ns

L PURCHASED ENERGY  S087.7 56893

2 GEOTHERMAL 36,1 14.36288

3 NUCLEAR GENERATION 2710.99 1144957

4 FOSSIL FUEL

S NATURAL GRS AL#S.41 $00.3 S.478265 4ST94.47
6 DIESEL OIL L6 4068 T20.15 9.57495  20.8
7 RESINAL OIL - 93 38.4 61276 7.322482 111135
B SUBTOTAL FOS. FUEL 4260.21

9 SUBTOTAL FUEL AND
PURCHASED ENERGY 12075

10 PLUS VARTABLE NHEELING EXPENGES

11 UNDERLIFT PAYNENTS

12 CARRYING FOSTS OF DIL IN INVENTORY

13 NET LOSSES ON SALES OF FUEL 0IL(DJESEL)
14 SUBTOTAL EXPENES

15 LESS 8% OF LINE £3

16 PLUS NAKCD FUEL SERVICE CHARSE

17 10TAL

18 ALLOCATED AMCUNT FOR ECAC RECQVERY
(L 17 X ALLOCATION RATIO OF 984724}

19 LESS ‘ECAC ENERSY COST OFFSET FRON
© CURRENT ECAC OFFSET RATES

20 ALLOCATED CURRENT COST LESS REVENUE. FRON
CURRENT ECAC OFFSET RATES

21 ECAC OFFSET RATE CHANGE (L20/10635, 63MNKWHS)

22 ECAC OFFSET RATE CHANGE ADJUSTED FOR FRANCHISE
FEES AND UNCOLLECTIBLES(L21X1.0128)

- 13 -

258579.0
5183.000

31039.67

27108.3
149.9992
6809.908

Z3A068.2

508872.0
630
8TTS
nm'
144.3
S29540.3.
Szane
1183
4881460

| 43053#4’
458045.6
2643.55

.213 C/KH

.21 LIV
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- . ' THBLE 1 (CONTINUED)

ITEN

23 ESTINATED BALANCE OF ECAC
AS OF NOV.1,1984 14312

24 TESORD DISALLOMANCE | | 45040
25 ADIUSTED BALANCING ACCOUNT J0nE

26 TWELVE-MONTH ESTINATED SALES APPLICABLE
TO ECAC ADJUSTMENT. RATES N2KWH 1063%.65

27 TOTAL ECAC BALANCING RATEIL 25/ L 260 C/KWH. | -,289103

26 PROPOSED TOTAL BALANCING RATE ADJUSTED | |
FOR FRANCHISE AND UNCOLLECTIELES - C/KWH -,292804
(LINE 27X 1.0428)

29 PRESENT TOTAL BALANCING RATE C/HHH ~028

30 TOTAL BALANCING RATE CHANGE /KK -.264804
(LINE 28~ LINE 29)

54 PROPOSED UNIFGRM CHANGE IN OFFSET RATE  C/KuH ‘ .216

32 PROPOSED UNIFORM CHANGE IN
ECAC ADJUSTHENT.RATE (LINE 30 » LINE 31) C/KaM =049
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TABLE 2
SAN DIEGO GRS & ELECTRIC COMPANY
DEVELOPMENT OF ANNUAL ENERGY RATE

NQVEMBER 1,1984 TQ QCTOBER 31,1985

UNIT PRICES FUEL BURN
INPUT

LSt

it ] $/3BL C/M2BTU  C/KWH  M3ETU

s

| PURCHASED ENEREY — SO87.7 5.68953
2 GECTHERMAL 36.1 14,5628
3 NUCLEAR BENERATION 2710.99 O L144957

& FOSSIL FUEL
S NATURAL GRS 4145.41 50,3 5.478285 4S394.43
b DIESEL DIL 1.6 40,68 72015 9.37495  20.8
7  RESIDUAL OIL 93 384 61276 7.520482 114178
B SUBTOTAL FDS. FUEL 4240.21

9 SUSTOTAL FUEL AND
PURCHASED ENERGY 12075

10 PLUS VARIABLE WAEELING EXPENSES

11 unnERLzFf'Pginsxrs

12 cané{ms COST OF OIL IN INVENTORY

{3 NET LOSSES:ON SALES OF FUEL OIL(DIESEL)
14 SUBTOTAL EXPENSES

15 LESS 920 OF LINE 13

16 TOTAL |

17 ALLOCATED AMOUNT FOR AER RECOVERY
(L6 X ALLOCATION RATIO OF .984724)

18 ANNUAL ENERGY RATE (L17/10675. SSHNKHHS)
19 AER ADJUSTED FOR FRANCHISE
FEES AND UNCOLLECTIBLES(L18X1.0128)
20 PRESENT ANNUAL ENERSY RATE .
21 CHANGE: IN AER RATE

238379.0
S185.000 -

23039.47

271083
149.5992

6809508

54068.2

£08872.0
&30
WS |
4919
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Findines of Fact

1. In A.84-07-027, SDG&E requests adjustment of its ECAC rate,
AER, and ERAM rate for a net revenue increase of 4.6% or $56.1
pillion In its electric revenues for the twelve-month period
November 1, 1984 to QOctober 31, 1985. ‘
| 2. SDG&E's foreast resource mix understates nuclear generation
and purchased power and/overstates natural gas and LSFO burn.

3. The staff's estimate of nuclear gemeration, purchased
power, natural gas, and LSFO dburn is reasonabdble and will dbe 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 reasonadle.
We will adopt 2s reasonable the staff's projection of pufchased 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-5 rate, the parties
have stipulated that SDGXE should be authorized to make an addustment
by advice letter £iling to be effective on the date filed toapfotect
both the ratepayers and investors.

6. We find the adove 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 %o be
effective on the date filed should the Commissidn authorize a
different GN-5 rate during the forecast period.

T. An average LSFO inventory of §60,000 barrels and average
diesel oil inventory of 80,000 barrels are reasonable for the
forecast period.

8. Allowing SDG&E to underlift the entire HIRI contract volume
at an average underlift fee of $5.50 per barrel represedts the best

economic ¢hoice in the circumstances from the total company
perspective.
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9. Selling 35,000 barrels of surplus diesel oil at an
estimated loss of $156,800 in the forecast period represents the best
economic choice in the ¢circumstances from the total company
perspective. ‘

10. Staff counsel recommends that the Commission adopt the same
treatment for sharing of fuel oil losses adopted by .this Commission
for PG4E in D.84-08-118. ,

"117. It is reasonable to adopt the principle established in

D.84-08-118 and have the shareholders bear 8% (AER portion) of the
fuel o1l sale losses estimated in the forecast*pcriod;

12. It is reasonadble to use the Bankers' Acceptance rate 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 OIX 56 for SDG&E to a 25
basis point adder to be used as the balancing account rate because of
the upgrading of SDG&E's commercial paper from AZ/PZ rating to an
A1/P2 rating.

« SDG&E's incremental energy rates 1nc1uding SONCS 2 & 3 are

reasonable and SDG&E is authorized to use the new incremental cnergy
rates. ‘

15. It is reasonablc for SDGEE to revise its Preliminary

Statement Section 9(m)(2) in the manner recommended. by'thc staff in
Exhibits 16 and 3.
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16. The staff's estimated balances of the ECAC and ERAM '
balancing accounts are reasonable and are adopted for this pfoceeding.'
17. The adopted resource mix and the ECAC and AER derivation

shown Iin Tables 71 and 2 are reasonable.

18. It is reasonable to pass through im ECAC rates the
$45,060,000 refund ordered by D.8%-12-01-026 for the Tesoro
disallowance over a 12-month period.

19. An ECAC rate decrease of 0.049¢/kWn, an AER increase of
.015¢/kWh, and an ERAM rate decrease of 0.198¢/kWh are reasoniable.

20. The above rate adjustments would produce a net revenue
decrease of $24.7 million. | |

217. Because the revision date of November 1, 1984 is past, this
interinm order should take effect on the date of issuance.

Conclusions of Law ' ‘
1. SDG4E snould be authorized to file revised tariffs designed
to‘adjust‘revenues as follows:

ECAC $ (5.2 milidion)

AER 1.5 million

ERAM (21.0 million)

Total $(24.7 million)
(Red Figure)

2. The changes in rates and c¢harges authorized by this
decision are Jjustified and reasonable.

INTERIM ORDER
IT IS ORDERED that: |
1. San Diego Gas & Electric Company (SDGLE) is authorized %o

file with this Commission revised tariff schedules reflecting the
following rate adjustments: ”

a. ECAC rate decrease of 0.049¢/XWh.

b. AER increase of 0.015¢/kWh.

¢. ERAM rate decrease of 0.198¢/kWh.
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Such filing shall de in conformance with the provisions of General
Order 96-A, and shall beconme effective on the date of filimg dut not
earlier than January 1, 1985. The revised schedules shall apply only
to services rendered on or after the effective date of the tariffs.

2. Consistent with our recent decision in SDCXE's general rate
case (D.83-12-065) the Systexm Average Percentage Change Method will
be used to allocate the above revenue changes among customer
classes. (See Appendix A.)

3. SDGLE shall continue to use its bankers acceptance rate as
its carrying cost on fuel oil in inventory.

4. The 50 dasis point adder to the Commercial Paper rate
authorized for SDGLE by D.91926 as the balancing account rate is
reduced 0 a 25 basis point adder.

5. SDGY(E shall file revised Preliminary Statement
Section 9(m)(2) in the manner recommeanded by the staff in Exhidits 16
and 3%.

6. SDG4E is authorized to use the new incremental emergy rates
including SONGS 2 & 3.

7. SDGEE 4is authorized to make an adjustment to the adopted.
AER rate Dy advice letter filing to be effective on the date filed if
the Commission should authorize a different GN-5 rate during the
forecast period. |

This order 1s effec?ive today.

Dated December 28, 1984 s, at San Francisco,‘célifornia.

DONALD VIAL

President
VICTOR CALVO '
PRISCILLA C. GREW
WILLIAM T. BAGLEY
FREDERICK R. DUDA. .
. Commissioners

T CERTIFY: THRI-TFIS DECISTON .
v v - ‘ -
VAS APFEOUZL. B THE ABOVE
L T )
CCWISCICHERS TODAYL ~.

E
3 -2
i .
- -
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. APPENDIX A

San Diego Gas & Electric Company
Allocation of Revenue Changes by Customer C;ass

Adopted
Class of Service Revenue . - %

M
Domestic Service | -9.11 (2.17)
General Service-Regular -8.93 (1.95)
General Service-Large ~6.39 : §2.00t
Agricultural Power - .28 (2.10)
Street Lighting | - ’ -
Total ~24.71 (2.03)

'Adopted Rate Changes
(¢/kWn)

Classification  Base  ERAM  ECAC  AER  Total

Residential .005  (0.198) (.049) .015 (72275
Commerceial/ )

Industrial (.006) (0.1798) (.049) ..015 (-238)

Agricultural S ‘ o
Power 004 (0.198) (.049) .015  (.228)
Lighting 0.232 (0.198) (.049)  .015 -




