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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
San Diego Gas & Electric Company, for) 
Authority to Introduce a Mandatory ) 
L6-TOO Rate to Replace its Existin~ ) 
A6-TOO and AL-TOO Rates and t~ Revlse ) 
Portions of its Existing Standby ) 
Tariffs. (1 902-E) ) 

----------------------------------) ) 
In the matter of the Application of 
SAN DIEGO GAS & ELECTRIC COMPANY for 
Authority to Revise its Enerqy Cost 
Acljustlnent Clause (ECAC) Rate, to' 
Revise its Annual Energy Rate (AER), 
and to Revise its Electric Base Rates 
effective November 1, 1987 in 
accordance with the Electrical 
Revenue Adjustment Mechanism (ERAK). 
(0,902-E) 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

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

Ap~lieation 87-04-01a 
(F~led April 10, 1987) 

Application 87-07-009 
(Filed July 2, 1987: 

amended Auqust 2'0, 1987) 

(Appearances are listed in Appendix A.) 

OP"IH;tOI{ 

By this order we adopt San Oie90 Gas « Electric Company's 
(SOG&E's) Enerqy Cost Adjustment Clause (ECAC) forecast of fuel and 
purehasedpower expense tor the period Nove~er 1, 1987 - October 31, 

1988. The related ECAC rate changes, changes to the Annual Energy 
Rate (AER) and the Eleetric Revenue Adjustment Mechanism (ERAM), and 

'" 

changes to base rates and the Major Additions Adjustment Clause 
(MAAC) rates result in a total revenue decrease of $14l.2' million~ 
The revenue ehanqes' are shown on Anpendix.B • 
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We also adopt revised marqinal costs for SDG&E based upon 
the company's cost study but adjust the company's figures in 
several respects as recommended by intervenors.1 

After examininq the revenue allocation that would result 
from strict application o~ an Equal Percentage of Y~rginal Cost 
(EPMC) method, we find that the EPMC method. should be constrained 
so that each customer class receives a minimum $.0% rate decrease. 
Although residential and agrieul tural revenues are below the EPMC 
allocation for their classes, we will lower all rates in the 
context of this substantial revenue decrease. We believe that 
SOG&E's rates must be restructured and moved towards marqinal costs 
in a deliberate and careful manner. Our adopted revenue allocation 
makes significant movement towards the adopted marginal eosts and 
allows, time for the refinement of marginal cost studies in future 
proceedings. 

The adopted rate desi<;n, i.e. rates within each customer 
class, relies heavily upon an agreement submitted after hearinq • 
The ~jor change is the unbundlinq of costs for SOG&E's large 
commercial and industrial customers served under Schedules AL-TOU, 
A6-TOU, and S. Similar to the rates adopted for the other major 
electric ut~lities in California, SOG&E's'lar~ commercial and 
industrial rates are further unbundled to provide for higher demand 
and standby charqes and lower energy rates. We also adopt a 
customer charge for residential customers as proposed by the 

1 The adopted marginal costs are to a large extent of only 
academic interest as our revenue allocation is constrained by the 
use of caps. The adopted marginal costs reflect our appraisal of 
the evidence on this record. However, we recognize that several 
novel ideas were introduced in this proceeding which should be 
examined in SOG&E's upcoming general rate ease. 
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Division of Ratepayer Advocates (DRA)Z and a higher AD demand 
. charge as proposed by SOG&E. The adopted rates are shown in 
Appendix C. 

We als~ find that ~estions have been raised about the 
level of SOG&E's costs and the commission's movement towards 
recovery of these h~gh costs in fixed charges. We expect t~ 
examine SDG&E's marginal and embedded costs in the eompany'·s 
upcoming general rate ease. 

xx. Erocedun.1 Backgrca.wd 

SDC&E has filed two separate applications. The first 
application, Application CA.) 87-04-018, is an extraordinary 
request to restructure the rates charged to SOG&E's large 
commercial and industrial customers without chanqing the collected 
revenues. 3 The second application, A.S7-07-009, is the usual 
ECAC filing requesting the adoption of a new forecast of fuel and 
purchased power expense and the implementation of the resulting 
changed revenue requirement through revised ECAC rates. 

Prehearing conferences were held on both applications
At these conferences, several intervenors asked for consolidation 
of the two applications so that they could address in one 
proceeding the impact of Doth 'applications on customer rates. The 
Administrative Law Juaqe (AIJ) qranted this request and 
consolidated the ECAC forecast portion. of A.S7-07-009 with 

Z The PUblic staff Division has been renamed the Division of 
Ratepayer Advocates. 

3If A.87-04-01S had been approved as filed~ the amount of 
revenues collected by SOG&E would have changed.. Although SOG&E 
char~cterized the application as revenue neutral, the imposition of 
its proposed standby charges would have increased, revenues • 
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A ... S7-04-0l8.. 'I'he reasonableness review portion ot A.S7-07-009 was 
kept,separate. 

Evidentiary hearings on the consolidated proceeding were 
held trom. September 21, 1987 to october S, 1987 .. · Testimony trom 
members of the public was received on September Z3, 1987. SDG&E, 
DRA, Utility Consumers' Action Network (UCAN), san Diego Ener9Y 
Alliance (Alliance), Federal Executive Agencies (PEA), Hospital 
Council of San Diego and Imperial Counties on behalf of 
cogeneration Hospitals (HOspitals),4 and San Diego Mineral 
Products Industry coalition (MinPros) presented witnesses ana 
sponsored expert testimony. The City of San Diego (City) actively 
participated through cross-examination. concurrent briefs were 
filed by November 6, 1987 .. 

The AI.J proposed. decision was issued on November 17, 
1987. Comments on the proposed decision were tiled by SDG&E, ORA, 
UCAN, and the Alliance • 

III. ECAC Forecast Qf Fuel and ElU:chased Power: ExP..ense 

A. Mopted, Forecast 
We adopt SDG&E's tuel ~d purChased power toreeast as 

shown on Table 1 .. 

4 The Hospitals and the Department of General Services jointly 
filed a concurrent brief • 
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Purchased Energy 
Geothermal Enerw 
NUclear Generat~on 
Natural Gas 
Diesel Oil 
Residual Oil 

SUbtotal 

TABLE'l 

Diesel Writedown 
Fuel Oil Inventory 
Wheelinq Expense 
EFI Adjustment 
Net Losses on sale of Oil 

SUbtotal 

Less: 8t AER Revenues 
NARCO Service Charge 
Uranium Ore Costs 
'l'Ucson-Alamitos capacity (300 MW) 

SUbtotal 

Times: Jurisdictional and 
O!f-System'Sales Factor 
@ 0.974959 

Estimated 11/01/87 undereolleetion 
Subtotal 

Plus: Franchise Fees and 
uncollectibles @ 1.2564% 

Total ECAC Revenue Requirement 

$273,.468-,.SOO 
o 

25,.201,,700 5 l29, 02'5-,. 700 
l3,700 

1.711.700 
$393-,427 ,. 600' 

2S4,700 
1,.135,000 
9,.980,.100 

(5-,.461,.400) 
o 

$,399',335,000 

(31,946,.880) 
(23·,.000) 

5,.8-45,000 
7, .290.000 

$447,50l,120 

436-:,295-,244 
(90.923.400) 

$345-,37l,S44 

4« 339.2'52 

$349,711,095 

l' 
I 
I 
• I 

) 
I 

This forecast was submitted in the Auqust 20, 19S7 Amendment to 
A.87-07-009 and is based upon more recent data than DRA's forecast. 
The adopted forecast combined with the most recent updates on the 
ECAC and ERAM balancing accounts yields a revenue decrease of ./' .. 

, /' $72.3 million as shown on TaDle 2. v 

5 The workpapers supporting the adjustment to the qas costs due 
to 0.87-12-039 are to be provided to the parties • 
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ECAC 
AER 
ERAM 
Total 

B. Besidulll ECAC XSsuE:S 

TABLE 2' 

-$93.8 million 
-$ 9'.7 million 

$31,3 milliS2n 
-$72".3 million 

Although SOG&E and PSD agreed on the amount of the 
revenue decrease, they continue to disagree over the ratemaking 
treatment of the capacity charge to be paid to TUcson-Alamito, 
revision of the AER to reflect the Commission's decision in the 
OII/OIR Gas Implementation proceeding, I.86-06-00S., ana the proper 
ratemaking treatment of fuel oil inventory. 

l.. ~on-A1amito capacity: Charge 

On June 30, 1981, SOG&E filed at the Fed~ral Energy 
Regulatory Commission (FERC) a complaint to cietermine the rights 
and obligations of SDG&E and the Alamito Companyo. under a 
purchased power agreement. SOG&E alleges in this complaint that 
the schedulinq practices. and requirements of Alamito have reduced 
the firm capacity available to SOG&E under the contract from 400 MW 

to. 100 MW. Until this complaint is resolved by the PERC, SOG&E is 
withholding payment for 300 MW of capacity. Thus, SOG&E currently 
is paying Alamito for only 100 MW of firm capacity. However, 
SOG&E's ECAC forecast reflects payment for the full 400 MW of 
capacity to Alami to. 

SOG&E believes that its forecast incorporating the full 
400 MW capacity payment to Alamito is appropriate since the outcome 
of the PERC litigation is problematic. SOG&E submits that the 
probal:>ility and timing of FERC reforming the a9reement from 400 MW 

6 TUcson Electric Power Company controls the dispatch of power 
purchased from the Alamito Company. 'rhus, SOG&E's communications 
have been with Tucson personnel al thou9h Ala:mi to is the responsible 
party • 
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to 100 MW is unknown. SOG&E points out that if it does win its 
case at FERC, then 92% of the dollar Denefits from this victory 
will flow to the ratepayers while only 8% will flow to the 
shareholders. SOG&E Delieves that the purpose of this ECAC/AER 
split is to allocate benefits Detween ratepayers and shareholders 
and thereby to give utility management an additional incentive to 
lower energy costs.7 For this reason, SDG&E opposes a 
recommendation of the City that the Alamito capacity payment should 
be given 100 percent ECAC Dalancing account treatment. 

If SDG&E were to lose the FERC litigation, then SOG&E 
could be forced to pay Alamito the withheld 300 MW capacity 
payment. SOG&E arques that this later payment could result in a 
siqnificant upward rate shock if SOG&E is not allowed to recover 
the full 400 MW payment through ECAC now. 

The City, UCAN, and ORA all recommend that this forecast 
should reflect payment for the full' 400 MW capacity to, Alamito 
subject to 100% ECAC Dalancing account treatment. The City points 
out that without provision for balancing account treatment, SOG&E 
will recover in the AER about $50,863,200 for capacity costs that it 
is not currently paying. If the Commission does not desire to make 
100% of the Alamito payment subject to,Dalancinq account treatment, 
then the City submits that SDG&E"$ ,,AER' expenses in the forecast 

7 An electric utility's fuel and purchased power expense is 
recovered through an ECAC rate and an AER. Both the ECAC rate and 
the AER are Dased upon a forecast of the utility'S fuel and 
purchased power expense over a one year period (the forecast 
period). The ECAC rate is subject to a Dalancing account and is 
adjusted to reflect recorded differences in actual expenses from 
the forecast of fuel and purchased power expense. The AER is not 
subject to a Dalancing account. The utility'S shareholders absorb 
any difference in actual energy expense from the forecast expense 
underlying the Am. SDG&E recovers 92% o·f its fuel and purchased 
power expense through an ECAC rate and 8% throu~h an·AER. This 
92%/8% NsplitN is based upon the' amount of earn longs fluctuation the 
Commission has determined. that SOG&E can withstand. • 
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perioa should be redueed by $$,863,200. UCAN points out that SDG&E 
will reap some of any benefit resulting from the FERC litigation 
since the company began wi thholcling paYlllent from Alami to- on June l, 
1987 and the Commission will not be able to order balancing account
treatment for this expense until Oecember, 1987. 

We adopt the City's proposal for 100% ECAC balancing 
account treatment of the Alamito capacity payment. This procedure 
has been acloptecl on other occasions when th~ payments were 
substantial and the amounts were dependent upon the outcome of 
litigation. At this point in time we eannot preclict what the 
outcome of the FERC litigation will be. If the full 400 MW payment 
is reflected without 100% balancing aceount treatment, then we 
would be eompelling ratepayers to pay nonrefundable rates 

; 

reflecting eosts that SOG&E is not paying- If we recognize only 
the current 100 MW paYlllent, then we would be exposing shareholders 
to the risk that SOG&E may lose the litigation and have to pay the 
withheld 300 MW charge to Alamito and then recover only 92% of that 
payment from ratepayers. Neither result is satisfactory. If we 
were to adhere to the ECAC/'I\Et{ ratemald.ng approach, then we might 
recognize some intermee.iate level of capacity payment such as 2$0 
MW. We elect instead to provide for 100% ECAC balancing account 
treatment of the withheld capacity payments including interest 
payments to avoid speculation on the outcome of SDG&E's FERC 
co:mplaint and to ensure that neither ratepayers or shareholders are 
unfairly penalized. 

2. OIIIOlR Gas Implementation Decision 
SDG&E based its ECAC forecast upon then current rates for 

gas. SDG&E was fully aware that the gas charges would be changed 
in the pending OII/OIR Gas Implementation proceeding but expected 
the Commission to issue a decision implementing these changes 
before this ECAC application i~ clecided. However, since the gas 
proceeding has tallen behind schedule, SOG&E now believes that the 
implementation of the revised gas rate structures may not occur 
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before an ECAC decision is issued. Since the gas rates to, be 
adopted by the Commission may differ substantially from the cUrrent 
rates~ SOG&E proposes that it be allowed to file an advice letter 
modityinq the adopted AER when, the qas OII/OIR implementation 
results are tinal. 

SOG&E argues that the AER mechanism was not intended to 
put either ratepayers or shareholders at risk for the unprecedented 
transitional problems now occurring in the gas industry. SDG&E 
submits that the Commission can easily avoid an inequitable result 
by allowing the company to file an advice letter revi$ion 
reflecting the adopted utility electric generation gas charges 
which should be almost entirely fixed charges. 

ORA opposes SDG&E's suggested advice letter procedure. 
ORA points out that once an AER is in place, the Commission has not 
allowed changes to reflect increases or decreases in fuel costs 
with the exception of a nuclear plant entering service. ORA 
maintains that the parties strive to make their best estimates of 
fuel costs and then live with the results until the next AER 
revision date. ORA contends that there is no reason to single out 
gas expenses for unique treatment. While current gas costs may be 
difficult to predict, ORA argues that other expenses such as 
purchased power prices are equally 'difficult to predict. 

ORA further argues that SOG&E is selective in its request 
for special ratemaking treatment. ORA observes that when the 
Commission first allowed SDG&E to purchase spot gas and to· 
transport that gas, the company did not ask that its then etfective 
AER be reduced to reflect lowered gas expense. 

To the extent we can recognize changed gas prices for 
SOG&E in this ECAC application, we will do so. However, we are 
unwilling to modify the AER procedure to allow for advice letter 
revision durinq the forecast period. The :main purpose of the AER 
is to fix the company's expected fuel and purchased power expense 
at a single point in time and to have the shareholders absorb any 
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fluctuations from the adopted level.. Approval of an advice letter 
revisiori would substantially undercut the purpose and the effect of 
the AER. And as pointed out :by .ORA, there is no· assurance that the 
company would make equal efforts to file advice letters reducing 
the AER. 

since issuance of the ALJ proposed decision, the 
Commission has issued a decision on the gas implementation 
proceeding. We have adjusted the adopted gas costs to reflect this 
decision. 

3. l)1el Oil InVentory 
DRA has proposed that the ratemaking trea:tlnent o·f the 

carrying cost of fuel oil inventory should :be changed so that the 
company would receive a Hlump sumH tor this expense which would not 
be adjusted to reflect actual expenses in the forecast pe=iod. 
Essentially, ORA is recommending that SOG&E recover its entire fuel 
oil inventory earrying cost through the AER. 

DRA asserts that this removal of balancing account 
treatment for fuel oil inventory carrying cost is consistent with 
the Commission's recent statements that utilities should not be 
insulated from the results of their management decisions by 
:balancing accounts but should experience firsthand the gains and 
the losses' resulting from their decisions. ORA also points out 
that the Commission has adopted this approach for Southern 
california Edison Company. 

. SOG&E responds that this Hlump sumH approach will create 
perverse incentives for utility management. SDC&E argues that to· 
treat one energy expense differently than other related e~erqy 
expenses would create incentives for management to focus on 
inventory costs more than other energy costs. 

SDC&E further responds that, it adopted, the Hlump sumh' 
proposal will not simplify the Commission's reasonableness review, 
as contended by ORA. SOG&E maintains that the Commission still 
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will have to closely review the relationship ~etween inventory 
levels, oil ~urns, and shortage costs. 

Finally, SDG&E asserts that the existing ECAC/AER 
procedure gives it an adequate incentive to keep all energy costs, 
including the carrying cost o~ fuel oil inventory, as low as 
possible consistent with the provision of reliable service. 

We 'decline t~ adopt ORA's N1ump sumN approach for fuel 
oil inventory. We find no explanation as to why this particular 
energy expense should be segregated from other expenses and given 
different treatment. The rationale offered by ORA could be applied 
to other energy expenses, not just to the carrying cost of :fuel oil 
inventory. tet ORA does not explain why only fuel oil inventory 
and not purehased power or nuclear production or gas expenses 
should receive Nlump sumN treatment. We agree with SOG&E that the 
isolated treatment of a single energy cost could create perverse 
incentives for utility management. This was one reason why we 
revised our original ECACfAER procedure which did not result in the 
uniform treatment of all energy expenses. We will not retrace our 
steps and return to a procedure equivalent to the placement of fuel 
oil inventory carrying cost in the AER.8 

All parties agree that the goal of the, Commission is to 
adopt marginal cost-based rates. However, the parties do not agree 
on what SOG&E's marginal costs are or the extent to which SDG&E's 
rates should be based upon its marginal costs. 

8 If ORA believes that the utility 'should accept more of the 
risks and the benefits of its fuel and purchased power eost 
management, then a straightforward approach would be to, recommend 
an increase o:f the AER percentage. This approach. WQuld. treat all 
energy expenses in a consistent manner • 
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A.. SDGiE's Proposed Marginal CoS;s 
SOG&E's marginal cost witness J. S. Parsons explained 

that there is an established hierarchy of marginal cost components: 
energy, generating demand, transmission demand, distribution 
demand, and customer cost. Parsons ,testified that the variation 
among customer classes increases going down this hierarchy as the 
costs get closer to the individual customer service. Thus, while 
the energy component will not va:r:y much among customers, the 
individual customer costs can be signiticantly different. Parsons 
stated that the current focus of the Commission and consequently ot 

SDG&E is on the further definition of marginal customer costs. 
SOG&E has calculated marginal customer costs based on 

actual work orders from recent installations. SOG&E recognizes 
. that the implementation of these calculated customer coststhrougn 

EPMC could result in a disproportionate impact on residential 
customers. SDG&E stands by its cost study and believes that the 
EPMC method can be constrained through. the use. ot caps, such as the 
minimum 2.5% decrease that SDG&E has proposed. SDG&E urges the 
Commission to determine the most accurate marginal costs and then 
to make the necessary pragmatic adjustments in the revenue 
allocation. 

1. Marginal Energy costs 

SOG&E states that there is no meaningful disagreement on 
marginal energy costs. SOG&E has used the QFs in/QFs out 
methodology used and adopted in last year's ECAC and the 1986 Test 
Year General Rate Case. 

2. Haxginal CAPAcity Costs 
SOG&E asserts that it and ORA have relied upon estimates 

of capacity costs provided by the Commission in the 198& ECAC 
(0.87-0l-051). SOG&E also states that it has no objection to the 
refinements proposed by FEA and the Alliance which more accurately 
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caleulate the marginal capacity costs of each eustomer .class given 
unit marginal capacity costs~9 

3. Karginal custaer Coss 
SDG&E states that unlike prior commission proceedings 

there 1s an extensive record on marginal customer costs. SOC&E 
believes that it has submitted a detailed work order study on the 
costs of providing access to the system to an additional customer. 

SDG&E asserts that these costs cons,ist of some portion of 
the equipment between the substation and the eustomer. A 
convenient analytic break is the final line transformer.. SOG&E 
states the equipment from and including the transformer to the 
customer is dedicated to specific customers and thereby may be 
directly assigned to a customer class. This portion of the system 
is referred to as TSM or Transformer, service drop and Meter. The 
equipment from the high side of the trans·former to the substation 
may serve more than one customer class and is considered part of 
the common distribution system • 

SDG&E asserts that unlike ORA it has inclUded in its TSM 
estimate all costs from the high side of the transformer through 
the secondary system to the service drop and to the meter. SDG&E's 
estimates are based upon actual work orders and include the 
transformer and associated equipment, labor and transportation, the 
secondary connection to the transformer, the secondary cable and 
conduit, the secondary handhole and connections to the secondary 
and service cables., the service cable and conduit,.. and the meter 

9 SOG&E and ORA allocated capacity costs among customer classes 
by converting the dollar per kilowatt capacity costs into cents per 
kilowatthour by dividinq the allocated capacity costs by the tot~l 
hours in the time ~eriod. The time period costs then were 
determined by mult1plying the cents per kilowatthour figure by 
kilowatthours consumed by the class in the tilne l?eriod.. FEA and 
the Alliance simply multiply marginal cost per k1lowatt by the 
kilowatt demand for each class • 
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material cost, meter testing and associated labor and 
transportation. 

SOG&E's TSM estimates are based upon actual work orders 
obtained from its operating districts showing recent new customer 
installations. To 'estilnate the cost of hooking up a new 
residential customer in single-family detached homes, SOG&E 
reviewed work orders for ZZ8 customers judged to be representative 
of the residential class. A similar process was tollowed for each 
customer class with the exception of large TOU ~d agricultural 
classes for which no typical recent new customer installations 
could be found. 

SOG&E states that its methodology and the e~pirical data 
are not questioned by any party. According to SOG&E, the only 
eri ticism. is of the results. However, SOG&E :maintains that the 
parties have based their criticisms upon invalid comparisons. 

SDG&E states that the higher cost estimates it has 
calculated for WmetersW and wservicesw are not surprising since the 
estimates used last year were only nominally based upon the same 
costs. SDG&E points out that :many actual costs were not included 
in last year's estimates. The current estimates of costs are based 
upon the actual work orders and include :much more than the FERC 

account definitions of meters and servic~ drops which ORA relies 
upon .. 

SDG&E objects to ORA's primary recommendation that the 
Commission use ORA's custo:mer cost estimates for Southern . 
california Edison Company (SCE) as a proxy.. SOG&E points out that 
ORA has presumed that the SDG&E and the SCE systems :must be si:milar' 
without :making any study of the actual equipment used by the two 
electric distribution systems. ORA's witness on marginal costs 
acknowlcdqed that he did not know if the SDG&E and SCE systems use 
different types of transformers, operate at different primary 
voltaqe levels, and employ different designed maximum voltage 
drops • 
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"accurate marqinal cost estimations. 

. . 

Apart from TSM estimates, SOG&E has allocated some 
portion of the common distr~ution system :between the high side of 
the tinal line transformer and the substation to marqinal customer 
costs. ORA has "allocated no common distribution costs to marqinal 
customer costs. 

SOG&E allocated to customer costs 25% of the enerqized 
equipment and sot of the non-enerqized equipment of the common 
distri:bution system. These allocation pereenta9'es are SDC&E.'s best 
estimates of the appropriate allocation of common distr~ution cost 
:between demand and customer. While these percentages are 
admittedly round numbers, SDG&E argues that they are demonstrably 
better than DRA's estimate of zero. 
B. DRA Proposed Marginal Cos1;s 

DRA argues that the Commission should not adopt SOG&E's 
marqinal customer costs because under the EPMC method they would 
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increase residential rates by 17% and would decrease large 
commercial and industrial rates by about 25%. ORA urges the 
commission not to adopt a marginal cost study that would result in 
such drastic revenue allocation changes without very good evidence. 

ORA contends that the evidence of marginal customer costs 
offered by SOG&E is suspect because the numbers are much higher 
than the estimates adopted last year and the marginal costs ORA has 
estimated for SCE. According to· ORA, a comparison of TSM costs in 
FERC Accounts 368, 369, and 370 for SOG&E and SeE shows that 
SOO&E's estimated customer costs are much higher than the estimates 
for SCE. DRA also observes that the difference in SDG&E anQ seE 
marginal customer costs is peculiar since the recorded rate base 
costs for these same FERC accounts are nearly the same tor the two 
utilities. 

until the differences between the two utilities are 
explained, ORA maintains that the commission should not adopt 
SOG&E's cust?mer costs because of the impact these estimates would 
have on revenue allocation. ORA recommends instead that the 

~ 

Commission use as a proxy for SOG&E the customer cost estimates 
that ORA has derived for SCE. Alternatively,. ORA states that the 

Commission could use the same customer costs adopted in last year's 
ECAC. 
c.:. :OW's P:r;gposed, Marginal Costs 

UCAN recommends that ORA's TSM estimates for marginal 
customer costs should be adopted by the Commission. U~ further 
recommends that incremental customer costs should be reduced by 29% 
in estimating marginal customer costs. 

tJCAN states that SDG&E's estimate of new customer costs 
appears significantly overstated. tJCAN points to ORA's comparison 
of SOG&E and SCE estimates of customer costs by FERC account as 
good reason to doubt SOG&E's marqinal customer costs. Before the 
commission should approve SDG&E's.customer costs, OCAN believes 
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that a cost review of SDG&E'sentire distribution system should be 
undertaken. 

UCAN also otters several retinements to the marginal 
costs calculated by SDG&E and DRA.· First, UCAN states that 
incremental customer costs should be reduced by 29%. UCAN believes 
this is appropriate because only new customers should pay the 
incremental costs ot access to SDG&E's system. UCAN believes that 
existing customers should not be required to pay incremental costs 
but instead should be charged with the decremental cost of their 
access equipment. UCAN has derived an incremental/decremental 
method which imputes an incremental charge for new customers anQ a 
decremental charge tor existing customers. The result of this 
method is to lower the total revenue requirement tor all customer 
costs by 29%. 

OCAN also recommends that the marginal generation 
capacity cost shou1Q be increaseQ by 1st to reflect the utility'S 
maintenance of an adequate reserve margin to prC?vicie reliable 
service to customers. Since SOG&E currently maintains a 15% 
reserve margin, OCAN proposes that the generation capacity costs 
should be multiplied by 1.15. 

UCAN further points out that customer classes impose 
different requirements on the utility generation system and have 
different reliability needs. For example, baseload customers will 
impose greater reserve requirements on the system than will 
customers with more peaked load shapes. Also, residential 
customers may have a lower value for reliability than do commercial 
and industrial customers. UCAN believes that these matters should 
be given further study and consideration in marginal cost 
calculations before full EPMC is implemented by the Commission. 
D. FEA PrQposedBarqinal COsts 

FEA would allocate capacity costs among cus,tomer classes 
in a different manner than SDG&E and DRA have allocated them. FEA 

states that the correct way to allocate capacity costs is alloca~e 

" 
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them based upon customer class demands and not by customer class 
kilowatthours. FEA points out that SDG&E agrees that FEA's m.ethod 
tor allocating capaeity eosts is an improvem.ent of the m.ethod used 
by both the company and ORA. in this ECAC proceeding. 

FEA further recommends that SDG&E's customer costs should 
be adopted by the Commission. FEA believes that SDG&E's customer 
costs are superior since they are based upon a detailed analysis of 
SDG&E's system, while ORA.'s eosts are based upon costs derived for 
seE. Also, FEA pOints out that ORA's costs ignore common 
distribution costs, some ot which FEA believes are properly 
ineluded as customer eosts. 

In summary, FEA recommends ado~tion of ORA energy costs, 
SDG&E customer costs, and the FEA capacity costs. 
E. Alliance Proposed Marginal Q2sts 

The Alliance used ORA's customer costs as a conservative 
estimate ot TSM costs. However, the Alliance includes SOG&E's 
allocation'of common distribution costs in custom.ercosts as the 
Alliance believes they are not duplicative of other customer costs 
and are properly assignable to a customer class. 

The Alliance also recommends the same capacity allocation 
method used by FEA. 
F - Adppted Haxginal Cost:. 

We will adopt SOG&E's marginal costs moditied in several 
respects as recommended by intervenors. First, we adopt UCAN's ' 
incremental/decremental method for reducing the customer investment 
cost revenue requirement by 29%. Seconc:1, we adopt tTCAN's proposal 
to multiply generation costs by 1.15 to reflect SDG&E's maintenance 
of a 15% reserve margin. Finally, we adopt the capacity allocation 
method recommended by FEA and the Alliance. 

The concerns ot ORA and other parties regarding the 
disparity between marginal costs by FERC account for SOG&E and seE 
are not sufficient reason to reject SDG&E's marginal cost study. 
SOG«E's study is the only one submitted·on this recordwhieh 
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purports to e$timate SOG&Ers marginal costs. The critics of 
SOG&E's marginal cost estimates are concerned about- the resulting 
revenue allocation under a full EPMC method. My doubts one may 
have about the va'lidity of the adopted marginal costs can be 
considered when the revenue allocation among customer classes is 
made. In other words, the results of the adopted marginal cost 
study can be mitigated by the use of caps and other constraints on 
a full EPMC allocation. Thus, the results of applying a particular 
marginal cost study are not a good reason to reject the study 
itself. A marginal cost study should be evaluated by the manner in 
which costs are assigned to customer classes and the estimation of 
those costs. We find that SDG&E's marginal cost study is the best 
evidence on this record of the marginal costs for i~s system. 
SOG&E's assiqnment of costs and estimation from actual work orders 
is clearly superior to the ORA's SCE proxy and the marginal costs 
adopted in last year's ECAC proceeding. 

The three modificati~ns to SDG&E's marginal costs that we 
adopt all improve the accuracy of cost estimates or the allocation. 
among the customer classes. UCAN's incremental/decremental 
adjustment to customer investment costs is a more accurate 
estimation ot costs imposed by existing and new customers. UCAN's 
1.15 multiplier of generation or production costs also better 
reflects the utility's cost of maintaining a reserve margin. And 
the FEA/Alliance capacity allocation method allocates capacity 
costs among the customer classes based upon customer demand rather 
than energy consUlUed. PEA and the Alliance have shown that their . . . 
methodology results in more precise allocations of capacity costs. 

We expect that SDG&E's marginal costs will be examined 
more tully in the upcoming general rate case. The marginal costs 
we adopt here reflect the best evidence on this record. They are 
not intended to be a definitive statement ot how SDG&E's marginal 
costs should be calculated or what they id.eally should be. The 
marginal cost revenues are shown in Appendix c." 
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We also adopt OCAN's proposal that the reserve 
requirements and the reliability neecls.:,:basecl upon value of service 
for the different customer classes should be studied in the 1989 ~y 

General Rate case. Such studies will allow for qreater 
differentiation of capacity values and greater un:bundlinq. 

v. Reyenu~ AllO«atigD 

Havin9 taken the bold .step of 'adopting a new set ot 
marginal costs for SDG&E, we now consider the need to constrain a 
full EPMC revenue allocation based upon the aclopted marginal costs. 
It unconstrained, a full EPMC revenue allocation would result in 
larqe reductions to all cUstomer classes apart from the residential 
class and the agricultural class which would receive increases as 
shown in Appendix C. We will adopt a cap of a minimum $.0% rate 
decrease for all customer classes. This cap ensures that all . 
customers will receive a rate decrease when overall revenues are 
decreased. At the same time, it allows substantial ,movement of the 
customer classes towards marginal costs. ~he revenue allocation 
also is Shown' in Appendix c. 

SOG&E also proposes to cap the revenue decrease to 
Schedule AD to- 2. S%. ,Onder a full EPMC revenue allocation, the AD 
customers would receive a 24.$% decrease. SOG&E points out that 
this schedule for general service demand-metered customers, which 
has no time-of-use rates, was closed ~y the commission in last 
year's ECAC deciSion, 0.87-01-051. To encourage the remaining 
customers on Schedule AD to migrate to time-of-use schedules, SDG&E 
woul~ constrain the application of full EPMC to prevent a large 
reduction in the AD customer's average rate. SDG&E observes that 
this year only 44 customers out of some 8,000 have chosent~~ove 
to Schedule AL-~O~. ,~~&E believes that a greater incentive to 

. migrate is needeo.: 
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ORA opposes a cap on the AD Schedule. ORA believes the 
higher average rate ~or Schedule AD is enough incentive tor 
customers to migrate to time-of-use schedules. ~he Alliance also 
'protests any imposition of a cap on the decrease AD customers would 
receive under an EPMC revenue allocation. The Alliance argues that 
it would be discriminatory to deny t~ these customers any movement 
towards EPMC ... 

We will not constrain the revenue decrease for Schedule 
AD. We prefer instead to, move this customer group towards its 
:marginal costs under an EPMC allocation. We will consid.er phasing 
out Schedule AD in the upcoming general rate case. 

Finally, the Hospitals ask that the esti:mated revenue 
fro:m standby charges should be credited to ,the customer classes 
from whom the revenue is collected in proportion to· the level of 
contracted. standby demand from the class. Neither SOG&E nor ORA 
has included standby revenues in its determination of the revenue 
requirement •. These s~ndby revenues should be credited against the 
standby eusto:mer's class revenue requirement. We will request both 
SDG&E and ORA to devise an appropriate method for crediting standby . 
revenues to a customer class. 

V,[.. Rate Design 

~hrough A.S7-04-01S SOG&E has asked the Commission to 
make ~ee major changes to the rate schedules for its large 
commercial and industrial customers. First, SOG&E- has proposed 
what it believes are unbundled, cost-based rates for the larg~ 
commercial and industrial class. Second, SOG&E has proposed that 
its tarif~s ~or standby and interruptible standby service furnished 
to self-generators be revised. so that the company will recover the 
cost of :maintaining capacity to serve customers with self
generation facilities. Third, SOG&E seeks to modify its PG-QF 
(Parallel Generation-Cogeneration or Power ProdUction) tariff to 
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limit the schedule to new customers who, are not demand metered and 
whose 4eman4s are 20 kW or less. This change is intended to close 
the PG-QF schedule to new demand-metered commercial and industrial 
customers with relatively large loads (20 to 500 kW). 

SOG&E states it has requested these changes so' that its 
rates will recover capacity costs in capacity charges and will 
recover energy costs in energy charges. SDG&E asserts that the 
existing rate structure, in which capacity costs are recovered in 
energy charges, makes misallocation of resources a certainty and 
provid~s encouragement for inefficient energy generation. SDG&E 
claims that the present AI.-TO'O' and A6-TOU schec1ules force large 
commercial anc1 in4ustrial customers with high load factors to 
subsidize commercial and industrial customers with low load 
factors. 

SDG&E submits that there are important reasons for the 
Commission to act now in reforming the rate structure. First, 
SDG&E states high-load factor customers will continue to shift to 
self generation as they recognize that they are paying energy rates 
that recover not only the marginal costs of energy and capacity 
incurred by SDG&E to serve them, but also the cost of subsic1izing 
other commercial and industrial customers. Second, SDG&E maintains 
that customers are making economic decisions based upon a rate 
structure that docs not properly reflect SDG&E's cost of service. 

To facilitate rapid reformation of the commercial and 
industrial rate structure, SOG&E entered into an agreement with 
'ORA, the Alliance, the FEA, the Hospitals, and the MinPros with 
respect to most of the major issues concerning the proposed 
1n4ustrial rate structure. The other parties, O'CAN and the City, 
were aware of this agreement but chose not .to participate • 
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the principal areas on which agreement10 has been 
reached are as follows: 

Retail SChedule 

~stomcr charges should be $20 for customers 
served on Schedule AL-tou and $600 for 
customers served on Schedule A6-TOU. 

A non-coincident maximum demand charge ratchet 
should be employed instead of a contract demand 
charge. 

The level of the maximum demand charge should 
be differentiated by voltage levels with 
secondary defined as under 2KV, primary as 2KV 
to 24.99KV, and transmission as above 2SKV. 

An on-peak demand charge should :be imposed 
without a ratchet. Separate charges should be 
established for the summer and winter periods. 

The on-peak demand char~e should be applied 
during the summer and w~nter periods as they 
are currently defined in Schedules AL-TOU and 
A6-TO'O'. 

The new charges, excluding service and standby 
charges, should be subject to a rate limiter of 
16 cents/kWhr. 

The optional time-of-use, schedules, AO-TO'O' and 
A06-TO'O', should :be closed to· new customers 
effective July 1, 1988. 

standby Schedule 

All waivers on the existing standby tariff 
should be eliminated. ' 

t· 

A separate standby charge based on the non
coincident demand charge should be applied in 
addition to the rates on the new schedules. 

10 The agreement is received as late-'filed Exhibit 69 • 
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~he regular retail schedule non-coincident 
maximum demand charge should be reduced by an 
amount not t~ exceed the contracted standby 
amount whenever the customer's generator is not 
operated. 

A rate limiter applicable t~ the monthly 
charges billed at the on-peak demand charge and 
on-peak energy rates should be established tor 
customers taking standby service. 

A credit should be made tor distribution 
payments from cogenerators. 

Scheduled maintenance should not be subject to 
on-peak demand charges provided that the 
maintenance schedule has been agreed to· by the 
utility. . 

~here are four significant areas on which agreement was 
not reached. 

~he specitic maximum demand charge and ratchet 
level that should be imposed: agreement was 
reached only on the upper and lower bounds of 
these charges. 

~he level of the winter standby on-peak demand 
and energy. rate limiter. 

~he level of the distribution payment credit on 
the standby schedule. 

The period for which Schedule PG-QF should 
remain open. (All parties agreed the schedule 
should be closed, but urged that closure be 
deferred tor periods ranging from six months 
(SOG&E) to two years (the other parties).) 

We adopt the agreement submitted as late-filed Exhibit 
69. We recognize that both SOG&E and the other parties have made 
important sacrifices t~ aChieve this compromise. 1l We now turn to 

11 SDG&E has withdrawn from this proceeding its concept of a 
contract demand charge which SOG&E believed would have given 
cOl'lll!1ercial and industrial eustomers an important element ot control 
. over their demand charges. 
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the remaining areas of disagreement on the commercial and 
industrial rate structure. 
A.. 'the 1!On-0i.ncident Pemaruu:tlA:rge 

The parties agree that a non-coincident demand charge 
should be imposed. They disagree on the appropriate level of this 
charge.. SDG&E proposes a charqe of $4 .. 05 per kW of demand at the 
second.axy level, $3.22 per kW at the primary level, and $1.3S p'er 
kW at the transmission level. SOG&E states that its proposed 
charges are derived from the company's marginal costs of 
distribution as presented in the NO! for the 1~S9 General Rate 
Case. For example, the NOI distribution demand figure of $4.28 
secondary was <!~f1atecl ):)y SOG&E to arrive at a 1988 level o·f $4.0S. 
SDG&E further o):)serves that the $4.0S is a compromise as the 
marginal cost of distribution is estimated at $7.69 per kW. Thus, 
SOG&E points out that its proposed charge.would not recover $3.64. 
per kW of fixed cost. 

The other parties propose charges 'of $3 .. 17 per kW 
(secondary), $2.S2 per kW (primary), and $1.06 per kW 
(transmiSSion). The Alliance points out that SOG&E's original 
concept of a contract demand charge would have been phased in over 

" a twenty-four month period, beginninC] with a $2' per kW charge and 
ending with a charC]e of $6.85 per leW- 'nle Alliance contested the 
basis for the $6.8S per kW charge and opposed its adoption before 
the full development of marginal cost studies in SOG&E's upcoming 
general rate ease. The Alliance urges the Commission to move 
cautiously until it does review SDG&E's costs in the general rate 
ease. '!.'he Alliance points out that its proposed $3.1.7 charge . . 
exceeds SOC&E's oriC]inal proposal ot a $2.00 eontract demand charge 
tor the first twelve months ot the phase-in period. 

The Hospitals state that approval ot the $3.17 maximum 
demand charge is the largest step towards unbundled rates which 
should be undertaken at this time. The Hospitals arque that the 

Commission's adoption of the higher charges propose~ ~y SDG&E may 
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result in the commission havinq to *undo* the adopted rate 
structure in the upcoming general rate case. The Hospitals submit 
that the level of charges proposed by all parties other than SDG&E 
is similar to the levels adopted by the commission for PG&E and 
suggested for adoption by SCE and DRA in SCE's pending general rate 
case. 

We will adopt the non-coincident demand charges of $3.17 
per kW (secondary), $2.52 per kW (primary), and $1.06 per kW 
(transmission). We adopt the lower set of demand charges proposed 
by all parties other than SOG&E because we prefer to move gradually 
towards the complete recovery of SOG&E's esti~ated fixed costs in 
fixed charges. . These costs will be more closely ex~ined in the 
general rate ease. We will not leap to SDG&E's higher charges 
until we have looked at the underlying costs in the general rate 
case. 

SOG&E and the other parties to the agreement also 
disaqree as to the ratchet to be applied to the non-coincident 
demand charge. The purpose of a ratchet in the ratemaking context 
is *to improve the price signal to seasonal and intermittent 
customers-. * (Prepared Testimony of Paul Clanon, Exhibit 64, page 
4-7 .. ) SOG&E has proposed a ratchet of 75% while the other parties 
propose a ratchet ot sot. 

SDG&E argues that a 50% ratchet will provide only token 
recovery of cost from. intermittent customers. SOG&E originally 
proposed a 100% ratchet in its contract load charge but in the 
spirit of compromise has lowered its recommended ratchet to 75%. 
Below the level ot 75%, SDG&E believes that the responsibility tor 
the recovery ot marginal distribution costs is unfairly shifted 
from. intermittent customers, who created these costs, to. other 
customers. 

As noted by the Alliance, the record does not address- the 
specific issue o.f a sot ratchet vs a 75% ratchet. Lacking any 
evidence on this issue, we adopt the more conservative ratchet,o! 

" . 
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50% to :be consistent with our stated goal of deli:berate and careful 
~ovement towards unbundled rates. 
B. The Winter stand))y Rate Limiter 

In the agreement, all parties have agreed that a standby 
rate limiter of $0.67 per kWh should be applied to on-peak demand 
and energy charges for the summer period. SOG&E believes this same 
$0.67 limiter should apply during the winter perioa. The other 
parties to theaqre~ent propose a lower winter standby rate 
limiter of $0.26 per kWh. 

SOG&E agrees in principle that a winter limiter is 
appropriate. However, SOG&E believes that inSUfficient study has 
been done to arrive at a specific winter level. 

The Alliance states that all parties have recognized in 
their rate designs that SDG&E is a summer peaking utility and have 
allocated greater costs to the summer period than to the winter 
period. For example, the summer on-peak demand charges for the 
su:mra.er are siqnificantly higher th~,n the winter on-peak demand 
charges. The Alliance submits that to ignore this seasonal costing 
relationship would be contrary to cost-based rates and price 
signals. 

We agree with the Alliance that since the adopted rate 
design appropriately differentiates l::>etween SOO&E's cost of service 
during the summer and winter seasons, the standby rate limiters 
should reflect a seasonal difference. We adopt the lower winter 
standby rate limiter of $0.26· per kWh. 
c. credit :tor Contri,])utions to 

Qistributi2D fAcilities 

In some instances, SOO&E's cogeneration customers pay for 
a portion of their distribution system. These contributions, made 
under Rule 21, are intended to cover installation and O&M costs not 
normally incurred :by the ~tility. This practice then ensures that 
a customer's special requirements are met by that customer rather 
than borne by the customer body as a whole. The cO<jenerators have 
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• asked that they be given a credit against theirnoncoincident 
demand charges on the basis of.their facilities payments. Since 
the noncoincident demand charges are intended t~ collect normal 
distribution costs, and the cost of the additional special 
tacilities serving cogenerators is excluded, a credit would 
generally be improper. However, SOG&E recognizes that in rare 
cases a customer also may pay for a portion of its normal 
facilities as a part of a special fee. In this event, SOG&E is 
willing to recognize a credit of $O.lO/kW. 

The Alliance states that all other parties to the 
agreement have agreed that a $0.50 credit is fully supportable. 
The Alliance points out that a standby customer under Rule 1$ is 
required to pay tor 100 percent of the required facilities. In 
contrast, full requirements customers receive tree allowances 
towards %he ~e facilities. Since the noncoincident demand 
charges are designed to pay for distribution-related costs, standby 

•

. customers could be paying twice for facilities already paid for 
under Rule 15. The Alliance points out that a credit of $l.OO/kW 
has been adopted for PG&E. The Alliance believes that the $0.50 

credit is conservative and should be selected over SDG&E's token 

• 

amount of $O.lO/kW. 
We will adopt a credit ot $0.50/kW. using the PG&E 

credit of $l.OO/kW as a reference, the $0.50 credit appears more 
reasonable. We also note testimony by the Alliance's witness on 
standby rates that he has calculated credits of about $O.70/kW tor 
two· san Diego facilities. 
D. Clo§iM.,Sch!ljtdule PG=OF 

SOG&E and DRA aqree that Schedule PG-QF is a' "gi veaway" 
Which "should go away" because "netting of energy is a very bad 
idea." However, they disagree as to how lonqthe schedule should 
re~ain open. SDG&E urges that PG-QF should be closed within six 
months. DRA and other parties to the agreement recommend closure 
in two years • 
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Schedule PG-QF was instituted for facilities with output 
of 100 kW or less. ~his schedule 'allows small cogeneration systems 
to produce thermal loads at times when their electric loads are 
less than the output of their systems. The cogenerator may credit 
the excess electricity produced at these' times against consumption 
during other periods when the site's electric load exceeds the 
power-generating capacity. 

SOG&E states that it filed Advice Letter 701-E on 
March 10, 1987 requesting revision of PG-QF so that it applies to 
facilities of 20 kW or less. Thus, SDG&E maintains that if the new 
commercial and industrial rates become effective on January 1, 
1988, and PG-QF is closed six mon~hs thereafter, customers will 
have had at least fifteen months to bring new cogeneration projects 
on-line. SOG&E submits that to allow the schedule to remain open 
for a longer period will simply encourage developers to sell as 
many new projects as possible before the eurtain falls. 

, The Alliance arg'Ues that' the 10nger period of two years 
should be allowed because there are several projects under 
development which could be affected by elosure of the sehedule in a 
shorter time. The All'iance asserts that the development and. the 
implementation of small cogeneration systems can take as long as 
two years. 

We are sympathetic to the needs of the small c0generation 
industry but believe that a period of eighteen months should be \ ' 
sufficient to bring existing projects under development on-line. 
While SDG&E's advice letter filing was not an official 
pronouncement by the Commission, it was sufficient notice that 
closure of the schedule would be pursued by the utility. We are 
not willing t~ hold this schedule open for two years given the 
ag~eement by SDG&E and ORA that the schedule's energy nettin9 
provision is a bad idea Which should 90 away as soon as possible. 
We believe an ei9htcen month period gives adequate notice of the 
impending tariff change to customers and t~developer$ • 

- 29 -



• 

• 

'. 

" p ~ 

A.S7-04-ois, A.87-07-009 ALJ/RLW/tcg.' 

We also approve the request of all parties that Schedule 
PG-QF apply to third party situations. 
E. ECAC Rate Design Issues 

Most of this consolidated proceeding was devoted to the 
extraordinary rate restructuring proposed in A.87-04-01S for the 
large commercial and industrial customers. There are two remaining 
rate design issues12 raised in the ECAC A.87-07-009 regar~in9 
imposition of a residential customer charge and an increase ~n the 
non-coincident demand charge tor Schedule AD customers. 

1. B~idential CUstow:r Charge 
ORA recommends that the current residential minimum ~ill 

of $0.l6 per day be replaced with a monthly customer charge of 
$4.80 per month. SOG&E supported this recommendation. 

ORA states that cost of service pricing is important to' 
send proper price signals to customers, even if those customers . 
have no alternative to buying electricity from SDG&E. ORk believes 
that the residential class should join the movement towards cost
based rates. ORA also observes that its proposed $4.80 monthly 
charge is well below either embedded' or marginal costs. 

SOG&E states that a customer charge is preferable to a 
minimum bill because it sends a more accurate price signal t~ the 
customer. 'Unlike a minimum bill, the customer charge applies 
uniformly to all customers regardless of usage and therefore more 
accurately reflects marginal costs imposed by each customer 
regardless of usage. While some low usage customers may see their 
bills increase because of a' customer charge, SOG&E maintains that 
other customers will see a deereasebecause the customer charge 
would reduce the energy rate. 

l2 ORA agrees with SDG&E's proposal to raise the Schedule A 
customer charge from $2.20 per month to- $S.OO,per month. 
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UCAN strongly opposes the proposed residential customer 
charge. UCAN asserts that a customer charqe basea upon incremental 
costs would overcharge existinq customers whose true marginal costs 
are mu.ch lower. UCAN further a=9Ues that customer costs are not 
uniform among residential customers. Finally, UCAN contends that 
residential customers that use more energy will be subsidized by 
customers with lower energy demands it a residential customer 
charge is imposed. UCAN sugqests that a moderate increase in the . 
minimum bill is preterable if mandatory collection of additional 
customer costs is deemed necessary. 

The City also opposes the DRA proposed residential 
customer charge., The City generally opposes the concept of 
quaranteeing to SOC&Emorc revenue in fixed charges. It a 
residential customer charge is approved, the City states the 
revenue from this charge must be inclu.ded in the baseline' energy 
rate calculation, as o.!firmed by DRA's witness. 

We do not doubt that more refined. customer charges could 
De developed for the r.~sidenti""l class.. However, we will adopt the 
proposed $4.80 charge ~lS it is below both embedded and marqinal 
cos~s for residential customers. The imposition of a residential 
customer charge is consistent with our movement of all other 
customer classes towards unbundled cost-based rates. The revenue 
from this charqe is to b~; included in the baseline calculation. 

2". Increase o~ Sc:b.edul.e 
AD DemaM ~arqe 

SChedule AD is one of two schedules for the small and 
Intermediate Commercial and Industrial Class. customers whose 
monthly peak demands fall between 20 kW and 500 kW are served. under 
this schedule a 

Schedule AD consists of a $10.00 customer charg'e, a 
$4.00/kW demand eharg'e, and per kWh energy ratesa SOG&E proposes' 
to raise the demand charg'e to $S.OO/XW as the current demand charg'e 
is far below the combined marg'inal costs of g'eneration, " 

- 31 -



• 

• 

e· 

" . 
.. 

'I 

A.S7-04-01S, A.87-07-009 ALJ/RLW/tcg 'If 

transmission and distribution. SDG&E also believes that the sliqht 
increase in the demand charqe will qive a price signal to AD 
customers to nigrate to time-of-use schedules. 

ORA states that an increase of the demand eharge is not 
necessary to induce migration from Schedule AD to other schedules 
with time-of-use rates. DRA subnits that the higher average rate 
under Schedule AD is a sufficient incentive tor customers to' 
migrate. 

We approve the small increase in the demand charge to 
$5.00/kW. The increase is modest when measured against the 
marginal costs tor the customer elass. We note that SDG&E has 
withdrawn its restriction on the number of customers that may move 
from SChedule AD in a given year so that customers that are induced 
to migrate because of 'the higher demand charge are not prevented 
from moving to another schedule. 

The adopted rates are shown in Appendix c . 

VIl:. A Review or $.PG.iE's Costs 

Today, the cardinal virtues of any rate order are a 
careful estimate of reVenue requirement, a fair analysis of 
marginal costs, and a purposeful movement of rates towards marginal 
costs restrained by a temperate revenue allocation. After paying 
due respect to each of these qualities, it would be a cardinal sin 
to ignore the larger issues raised by the San Diego~usiness 
community Over the level of SOG&E's costs. 

This'consolidated proceeding is limited to a forecast ot 
SOG&E's fuel and purchased power expense and the allocation of that 
expense among the customer classes. In a<1dition, we undertook an 
extraordinary revision of the large commercial and industrial 
rates, a rate deSign that ordinarily would haVe ~een accomplished 
in a general rate case. In response to this extraordinary rate 
revision, the'Alliance and the Hospitals b~ought forward many , 
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representatives of the business community that spoke out against 
the utility's proposals and complained bitterly about the prospect 
of being compelled to pa.y for ~e utility's high fixed costs. 
(Transeript Volume 3, Public Participation Hearing of September 23, 
19S7). In addition, the Alliance submitted e~ert testimony 
analyzing SOG&E's costs. While this is not the appropriate 
proceeding to review SDG&E's embedded costs, we will summarize the 
Alliance's showing and commit ourselves to an examination of 
SDG&E's persistently high costs in the upcoming general rate case. 

The Alliance states that the si~gle fundamental reason 
for bypass of SOG&E's electric system is not the present bundled 
.rate structures but the overall rate levels. The Alliance states 
that all of SOG&E's customers--commercial, industrial, and 
residential--pay the highest rates in the United States. The 
Alliance observes that SDG&E's rates in effect on January 1, 1987 
were frequently the highest of over 200 utility jurisdictions. 

The Alliance undertook a comparative analysis of SOG&E's 
costs to determine why SDG&E's rates were so high. and concluded. 
that SOG&E's rates are the result of high e~ense levels in many 
areas. Using operation and. maintenance expense data from'19S0':'198S 
for 140 utilities, the Alliance found. that SOG&E's expenses were 
always within the ten highest, ranging from third to eighth. Even 
after fuel and purchased power expense was eliminated, SOG&E s~ill 
ranked within tho ten highest for 1982-1984 and was twelfth highest 
in 1985-. 

The Alliance has analyzed the lack of hydro resources in 
SOG&E's resource mix to determine how the unavailability of this 
low cost resource,affeeted SOG&E's rate levels. ' For 1986~ SOG&E 
o~tained 35% of energy sales from oil and qas units~ 22% from 
nucle(lr, and the remaining' 43% from. power purchases. The Alliance 
asserts that this resource mix w~s typical tor SOG&E in recent, 
years and should continue through 1991. The Alliance then 
developed a subset ot 23 utilities whose generation resources in 
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the categories of steam, nuelear, and hydro were within 10% of 
S:oG&E-owned resources •. Even when compared to· this subset, SDG&E's 
fuel and purehased power expense was 78-143% higher than the 
average. The remaining operations and maintenance expense was 
27-54% above the average. 

The Alliance also investigated SDG&E's elaim that low 
customer sales have caused higher rate levels. Here the Alliance 
examined expense levels on a dollar per kilowatt basis. Again, the 
JL\liance's results show that SOG&E is above the average when 
compared to the other utilities. 

The Alliance observes that a utility's rates refleet 
operating expenses, taxes, and a return on capital. On an 
individual basis, SDG&E ranks high in all or these areas. When 
taken tCX]ether, SDG&E' s rates become the highest in the country. 
The Alliance recommends that the Commission closely scrutinize all 
of SOG&E's revenue requirement expense items in an effort to 
eontrol SOG&E's costs and the resulting bills to all customers. We 
will do so in SOG&E's upcoming general rate case. 

VIII. Coordination with other Proce~'ings 

We are using the present offset rate proceeding as a 
forum to implement rate desiqn policy. In order to· design rates we 
must compile company revenues from all rate elements, including 
base rates and MAAC rates, not just 'offset revenues. 

Because this situation is new,.we are faced with the need 
to determine the appropriate base rate revenues for rate design 
purposes. If. base rates are left unchanged, then base rate 
revenues will exceed the ~ margin authorized in the utility'S 
most recent general rate case, due to increases in sales since that 
tilne .. 

Although a new sales forecast is now avail~l~, we will I 
allow SDG&E to continue its present level of· base rates. SDG&E . 
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has not had. the opportunity to arque the issue in this case and., 
when eonsid.ered. in conjunction with the utility's pend.ing general 
rate proceeding, this will attorcl SDG&E's ratepayers a modest 
improvement in rate stability. 

However, in 1.86-10-001 or the next time a new electric 
sales torecast is litigated, whichever opportunity come~ first, we 
invite utility testimony on this issue. 

Allot the ad.opted revenue changes incorporated. into the 
presently authorized rate design are shown on the table in Appendix 
B. The eftect of sales changes to base rate revenues is shown on 
lines 1 and 2 ot' the table. 

Because the total revenue d.ecrease is substantially 
greater than the clecrease contemplated by the signatories to- the 
stipulation, we will adjust the rate structure proposed. in the 
stipulation by proportionately reducing tbademand and the energy 
charges. The adopted rates are set forth in Appendix c. 
PinSlings of I'As;:t: 

1. SOG&E's fuel and. purchasecl power forecast tor the periOd 
November 1, 1987 - October 31, 1988 is based upon more recent data 
than ORA's forecast. 

2. The ECAC, AER and ERAM rate changes .. together produce a 
total revenue reduction of $72 .. 3 million. 

3. SOG&E currently is paying Alamito for 100 MW of capacity 
although its ECAC foreeast reflects payment for 490 MW of capacity .. 

4. SDG&E has filed a complaint with FERC regarding the 
capacity payment that shoulcl be uad.e to Alamito. 

5. The outcome of the- FERC litigation is unknown ,and cannot 
be predicted with any degree of confidence. 

6-. If the Alamito capacity payment is not macle subject to 
lOOt ECAC balancing account treatment, SDG&E will recover in the 

AER $5-,863,200 for payments that it may not be required by PERC to 
make to- Alami to. 
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7. A 100% ECAC balancing account treatment for the withheld 
Alamito capacity payment and associated interest payments will 
ensure that neither ratepayers nor shareholders are penalized by 

the outcome of the PERC litigation. 
8. SDG&E has requested permission to' adj ust the AER by 

advice letter to reflect the co:mmission's eventual decision 
revising the gas rate structure in A.86-06-005. 

9. The AER is ,intenclecl to fix the 'company's tuel and 
purchased power expense at a single point in time. 

10. Sh~eholders are to absorb any recorded differences in 
fu~l and purchased power expense from the AER. 

11. ORA has proposed that SOG&E's fuel oil inventory be qiven 
wlump sumW ratemaking treatment equivalent to placing the carrying 
cost of fuel oil inventory in the AER. 

12. ORA's wlump sumw approach would single out fuel oil 
inventory for different ratemaking treatment. 

13. The isolated treatment of fuel oil inventory proposed by 
ORA could result in perverse incentives for utility management to 
focus on inventory costs more than other enerqy costs. 

14. SDG&E's marginal cost study is the only study submitted 
in this proceeding which purports to measure the costs of service 
on SOG&E's system. 

15. UCAN has shown that the customer investment revenue 
requirement for existing and new customers should be reduced by 29% 
under an incrementa1/decremental approach. 

1&. UCAN has recommended that marginal generation costs 
should be multiplied by 1.15 to reflect SOG&E's maintenance of a 
15% reserve margin. 

17. FEA and the Alliance have shown that their lIIethod of . 
alloea~L~g capacity costs amonq the customer classes is more 
accurate than the allocation method. used :by SDG&E and ORA. 

18. A cap of a minlJnwn 5.0% rate decrease -is appropriate- in 
the context o~ a substantial revenue decrease • 
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19. The revenue decrease to SChedule AD should not be 

constrained so that this customer qroupcan be moved towards its 
marqinal costs. 

20. SDG&E and ORA should devise a method whereby standby 
revenue can be credited to the proper customer class. 

21. SOG&E,. ORA, the Alliance, the FEA, the Hospitals, and the 
MinPros have entered into an agreement on the rate structure tor 
large commercial and industrial customers. 

22. The agreement is a major ste~ towards unbundling SOG&E's 
rates and is a reasonable compromise among the signatories. 

23. Noncoincident demand charges of $3.17 per kW (secondary), 
$2.52 per kW (primary), and $l.06 per kW (transmission) are 
preferable as they are more consistent with a gradual movement 
towards the recovery ot tixed costs in fixed charges. 

24. A 50% ratchet tor the noncoincident demand charge is 
preferable as it is the more conservative choice and is consistent 
with a deliberate and careful movement towards unbundled rates • 

2$. A winter standby rate limiter of $0.26 per kWh is 
approriate as SDG&E isa summer peaking utility, and greate~ costs 
should be allocated to the summer period than to the winter period. 

26. A credit of $0.50/kW for distribution facilities is 
appropriate where customers have paid for normal distribution 
facilities as part of a special facilities fee.-

27. Closure of the PG-QF Schedule within eighteen months of 
the effective date of the adopted rates is sufficient time for 
small cogeneration projects under development to· come on-line. 

28. A residential customer charge of $4.80 per month is 
consistent with cost-based rates as the charge is below both 
embedded and marqinal costs. 

29. An increase of the SChedule AD' demand charge from 
$4.00/XW to $5.00/XW is a modest increase when measured against the 
marginal costs tor the customer class • 
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30. The Alliance has shown that SDG&E's costs as compared to 
other utilities' costs are above average in all expense categories 
and that these costs should be closely scrutinized in the' upcoming 
general rate ease. 

31. The revenue changes due t~ adjustments to SDG&E's base 
rates should be flowed through the revenue allocation and the rate 
design adopted in this proceeding. 

32. The rate structure proposed in this stipulation should be 

adjusted so that the demand and energy charqes are reduced 
proportionately. 

33. This order should take effect on the date'ot issuance so 
that the revised rates can become effective on January 1, 1988. 

Concl..usipns of Lay 

1. ~e withheld Alamito capacity charge should be given 100% 

ECAC balancing account treatment since the amount of, this payment 
is substantial and subject to the outcome of litigation at FERC. 

2. The revenue allocation based upon an EPMC allocation 
constrained by a cap of a minimum 5.0% rate decrease is a fair 
balancing of the need to move rates towards marginal costs with the 
need to avoid disruptive rate changes. 

3. The agreement ot the parties on the })Asic structure of 
the large commercial and industrial rate schedule is a reasonable 
compromise based upon the evidentiary record in this proceeding. 

4. The rates shown in Appendix C are just and reasonable and. 
should be adopted. 

2RDB:.R 

Therefore, r.r IS ORDERED that: 

1. Five days after the effective date ot this order and no 
later than December 29, 1987, San Diego Gas & Electric Company 
(SDG&E) shall tile revised tariffs ettective January 1, 1988 

retlectinq the rates as shown in Appendix C • 
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2. The 300 MW capacity payment and related inte~est payments 
to Alamito Company is subject to lOOt. 'Energy Cost Adj.ustment Clause 
(ECAC) balancing account treatlnent .. 

3. SOG&E and the Division of Ratepayer Advocates (ORA) shall 
devise a method· for crediting standby revenues to the appropriate 
customer class .. 

4. Schedule PG-QF shall be closed to facilities above 20 leW 

Qy June 30, 1989, eighteen months from the effective date of the 
adopted. rates. The schedule also shal'l :be revised to apply to 
third party situations. 

~. A credit of $0.50/XW shall be qiven to customers that 
have paid tor normal distribution facilities in special facilitias 
charges. 

6.. Schedules Ao-TOU and A06-TOU shall be closed to new 
customers as of July 1, 1988. 

7. SOG&E and ORA. shall study reserve requirements and the 
reliability needs based on value of service for the different 
customer classes in the 1989 TY General Rate case. 

S. SDG&E and ORA. shall suklmit in the ,l989 TY General Rate 
Case studies which explain why the company's costs and rates are 
high compared to other utilities' costs of se~ice and rates. 

This order is effective today. 
Dated December 22, 1987, at San Francisco, California. 
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Applicant: Ri.slhard W. OdgeG~ Roderick M. Thompson, and Don ,?_ 
~arber, Attorneys at Law, ~or San Diego Gas & Electric company. 

Interested Parties: Matthew v. Bra~, Attorney at Law, for the 
State of california; Dewey Bagget.t, Attorney at Law, for 
Hospital Council of San Diego and Imperial counties; ~ 
Eisenman, for Transwestern Pipeline, Inc.: Gary Simon, for 
El Paso Natural Gas Co.; Mi~ael Shames, Attorney at Law, for 
Utility Consumers Action Network (UCAN); R&W Consultants, by 
~~l A. wei~, and Huns, Mehalick & Lynn, by J~es Crosby, 
Attorney at Law, for San Diego Mineral Products Industry 
Coalition: John W. Witt, City Attorney, ~y William S._Shaftran 
and Leslie Girard, Deputy City Attorneys, for City of San Diego: 
willia:m Mahn, Gilbert H. Chong, and Forman .:r.. Furuta, Attorneys 
at Law, for Department of Defense for the Federal EXecutive 
Agencies: ~, Attorney at Law, for Independent Power 
Corporation: GarY W. Estes, ,for Hunter Industries: Michael L. 
Feori, for Intellicon, Inc.; Mienel Peter Florio, Attorney at 
Law, for Toward Utility Rate Normalization (TURN): RQ)oert E. 
HaD~D, for Children's Hospital: E. G. Kien~~, for Solar 
TUrbines, Inc.: B~rtY Lovell, for University Energy: ~am K. 
Hrum, Attorney at Law, for Department of the Navy: Thomas Mason, 
for Energy Factors: Hi,chael Hever, Attorney at Law, for 
Hawthorne Engine systems: Messrs. Morrison & Foerster, by 
:!err{ Eo Bloom, Attorney at Law, for San Die9'o Energy Alliance; 
Messrs. Morse, Richard, weisenmiller & Associates, Inc., by 
Sarah Niskerson, for Bob Weisenmiller: D. JQbn MQrse, for Home 
Federal savings & Lo~n Company; .:ret: Nahigian, for Henwood 
Energy Services, Inc., Independent Energy Producers, and JBS 
Energy, Inc.: William F, Ohlhausen, for San Diego Energy 
Alliance; Kenneth Pickett, ~or Independent Power corporation: 
~2hn DI Quinle~, for cogeneration Service Bureau: ~ 
Salow, ~or Association of California Water Agencies; RiChard T._ 
Sperbetg, for Onsite Energy and San Oie9'o C~eneration 
Association; Ihomas Vargo, for western Divis:Lon, Naval" 
Facilities Engineering command: Harry K. Winte~, for University 
of california: Ernest I, Fi~, for Southern California Edison 
Company: S. N, ChoUdhUri, Chief, Energy & Utilities Programs, 
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for the california State university; James D. Squeri, Attorney 
at Law, for KELCO: Regd V. S~igt, for California City-County 
Street Light Association; Di§n M. Gru~nich, Attorney at Law, tor 
herself: and Dr. Edward Nguner, tor nimself. 

Commission Staff: Eobext Cagen and TimothY F. Tr~axy, Attorneys at 
Law, PAul Clan9D, and Bill X. Lee, for the Division of Ratepayer 
Advocates • 



• 

• 

APPRIID!IB 

SAN CrEGO CAS AND RLRC'rR!C COKPANY 
Attrition Yea.r 1988 - Ca.litornia: 11.1risdictioD 

&~venu.e CbM'es Adopted tor" ~venue Alloca.tion Md R.1.te Oe~ign 
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(a.) (b) 
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,Bue (u.rrln 1 m.109 m.709 
SAles ch.n'e H.Z~9 44.W 
Attrition (includes estilla.ted 1988 errects or rRA) 0.000 ' (5.954) 
Oecollinionint 0.000 ZU11 
HUC pre-COD truster 0.000 m.m 

SubtotAl m~9S8 8~4.m 

KAAC: 
SONCS pre-COD interil ra.tes i 1.891 c/kwh m~139 0.000 
SOllCS pre-COD alortit&tion 0.000 (19.140) 
SONGS pOlt-COD interil r&tei 0.000 14.287 
SONGS post-COD alortit&tioD 0.000 0.000 

Sl1btot&1 m.m (4.853) 

OTREa OFFSETS: 

CALJ>AC 0.000 0.000 

BCAC m.S49 349.111 
ABa. 0.327,0.250 c/kwh 4l.Z2Z n.m 
!BAH alortit&tion i (0.282) c/kvh present r&te t~5.m) (4.m) 

BRAK/SONCS 1 lelO account (in &ttrition) 0.000 zO.m 
Tax aerorl Aet, 1987 refund (dererr~ to, 1988) 
DecoI.i.,ionin( t&x re!und (deterred to 1988) 

SUBTOTAL (&11 above) l,368.~19 1,Z21.108 

OTBB& &MNlIES 15.8:4 lS.8U 
CPUC reilbl1rselent reel' 0.012 c/iwh 1.513 1.513 

TOTA!. 1,385 .• 6S4 l,244.m 

Notes: t Alounts depend on a40pted r&te o( retl.lrn, aerein 12.151 ROE. 
%1 BLEed on ~j~ted E&les oC 12,606.18 CVH • 

Adopted baEe &lid KAAC revenues Illst be redl1ced by Citro! San Die'o tr&llchise 
ree ditterenti&1 tor r&te de.ito pl1tporer. Table shoWl correct larein. 
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CUSTOMER C\.ASS 
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SALES : PRESEMT· : PRESENT :CUST COST! CAP' COST 
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ADOPTfD AATI!$ 
SCHEDU~ES: REsrDENTIA~, OSH'. A. ~r PA 

-_ ... __ ..... - .. _--._-_ ... _ .. _-_._-
: Cu~tOllMtI" : DtIlIInci : Energy : Energy : Energy 
: Chel'1le : Charge z ( ..... , ;(01f •• t)·: Total : 
: CSlMI) :(S/ICIoI-Mo): C:S/ICIoIH) : CS/K\lH) : (S/K\lH) : ................ _--... _---_. _ ... -.... _.--

:RHfdentf.L 
Ia •• lfne 
Non·au.LiM : 

:OSHF 
laulfl'lO 

: Non·.a .. line: 

:PA 

4~ : 

20.00 

5.00 : 

10.00 : 

8.00 : 

: 0.05961 :.0.00537 ~ 0.06498 : 
: o.omo : 0.06743- :: 0.14463 : 
: : 

1.31 : ~: 

: 0.05026· : 0.00537 : 0.0556S : 
: 0.056S9 : 0.06743' : 0.12382' : 

0.00 : 0.01964 : 0.03024 : 0.109M : 
: 

5.00 : 0.04229 : 0.03024 : 0.07253 : 
: 

0.00 : 0.06297 : 0.03024 : 0.09321 : 
: 

..................................................................... 

Not~: Buelfl'lO rete- equals (.lS5 X SAlt) • (Customer Chlrge Rev«IUeS) / C8uelfne S.lea) 

( • .as X .097'15, • (5'356 SM I 2918651 MICWH) •• 06498 
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ADOPTED RATES 
SCHWJLfS: AL-TCIJ AIIO' A6-TCIJ 

..................................................................................................................... 

PPOPOSEO RATES 
: \Jf nt.1" : $\IIInt,. S\.IIInt,. \J1I'1t.r 

:CuatOlM": Max : en-I>:( : On-Pk : en·PIt ~ Semf-Pk : Off·Pk On·Pk: Semf-Pk : Off.Pk 
: cnarge : D.mancI : O..-nd, : OflMl'ld : E .... rgy : E .... rgy : E .... rgy : Energy : Energy : Energy 

:CuatOlMr Claaa : (s/mo) : (S/KW) : (S/KW, : (S/KW) : (S/KWH) : (s/~) : CS/~) ,: CS/X\JH) : (S/KWH) : (S/(WK) : .. _._--.----_.-.. _ ........... __ ... _ .. - ... _ ... _, ............. _-_ .. _._-._-
(A) (8) CC) 

:AL.·TCIJ 

s.corodllry 2Q.OO : 3.0S. : 
P,.fl!lery 20.00 : ZoR : 
Transm{aa{on: 20.00 : 1.02 : 

:A6'TOU . 
s.condary 600.00 : 3.~ :. 
p,.{mary 600.00 : 2.42 : 

.~ 
Trenam( .... fon: 600.00 1.02 : 

(0) 

3.36 : 
3.36 : 
1.34 

4.01 
4.01 
1.79 :, 

: 

([) (I) (J) (IC) 
: :. 

14.42' : 0.08934 r o.osm : 0.0l0369- : 0.080" : 0.OSOS3 : 0.042S0 : 
14.42 : 0.~59 : 0.OSS02 : O.04Qe9- : 0.07492' : 0.04691 : 0.03&8 : 
9.07 : 0.08109 : 0.05337 : 0.03967 : 0.07267 : 0.04551 : 0.03752' : 

: : 
17.13 : • :. : 
'7.18 : 0.Da:S59 : 0.05502 : 0.04089- : 0.07492 : 0.04691 : 0.03&8 : 
11.0' : 0.08'09 :0.05337 : 0.03967 : 0.07267 : 0.04551 !' 0.03752' : 

: . .. 
: . . .. -..... --.-------_ ..... _._w. ____ . __ ... ____ ........ __ .. _ .. _ 
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ADOPT!J)- RATES 

SCHfDUI.tS: PA·TOU. AO-TOU. A06--TOU,. DA·TOU. DU-TOU 

............ . ....................................................................... .. 
: : 

: Wi nto,. : SuIwM,. 
: C:ustOlM,.: MIIJI; : On-P\( : O/'I-P" O/'I-Pk: semi-PI( : Off-Pit 
: cn."OO : Demand :- Demand- : Demand : EI'IeI"GY : Enor-gy : tnergy 

: ~tome" el ... : (11Il10) : (S/ti:'W) : (S/leW) :- (S/leW) : (11M) I (S/IM!~ .2 (SlIM!) . ..... . __ ._._, .. _---......... __ ....... ,.._---.... _ ... __ ... _ ......... _ ......... _-,._--
:- (A) 

:PA·TOU 

: 

:A06o-TOU 

:DA·TOU 
.... Uno 
Non-.... lfno :-

:OU·TOU 
.... ~fno 

Non'''MHno : 
: 

(B) (C) : 

8.00 : 
: 

so.oo 7.3' 

250.00 '7,31 :-
: 

. 
: 

:-

: 

CD) : (E) : (I:) 

: 0.'8269' : 
: : 

(H) 
,, 

: 0.07506 : 
:: : 

3.50:- '3.00:- 0.0697'9: :0.0i06U : 0.03448 :-

4.17: 1S.49: 0.0697'9 : 0.04696 : o.~ :-. , -
: :-
: 0.10142 , : O.OSO?"! : . :- 0.22573 :- : 0.11286. : . 

.- : 
;' . 
: :- 0.07006 : : 0.03503 :-
: :0.15594 :- :- 0.0?797 :-
:- 0- : 

: ; ..... _ ....... _---., .. _ .. _-..... _-............. - ........... __ ._ .. _ ................ __ .-_ . ., ..... __ .. _._._.-
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ADOPTED RATES 
SOIEOUL[S: Af·1 .. ItTOU·1 .. RTOU-Z 

...... _-- ._. __ .. . ... _,-_ ............ ,. ..... _ ................ _,._-_ ......... _---

Customer: On-PI!; : s.mf -PI!; :Super-PI!;: OI'I-PI!; : $emf • PI!; : Off.PI!; 

: CIIarge : o-ncs : OeNnd : Energy :. Enel'gy : Enel'gy : Energy 
: CustOlllltr Cl ... : CS/IllO) :. CS/KW) ;' (S/IC\I) : (SIM) :. CS/KWM) : (S/KWH) : (SIM) :. -----_._-_. __ .. _----_._-_ .. _._-_.-

(A) (I) (I:) (0) . ([) (,) (C) (H) . 
:. . :. 

:A£·1 600.00 : 13.75 : 0.50 : 8.29072 : 0.06733 : 0.03834 : 
:. :. . 

600.00 1:S_~ :. 0.50 :. 0.94416 : 0.295850 : 0.066&1 : 0.03310 : 
: : : 

:RTOU·2 600.00 13.75 : O.SO : 0.49416 : O.1349S : 0.05915 : ~.C373l :. 
:. :. 

: : : : :. .. -------_ ... _----_._---_ ... _------_.-
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ADOPTED RATES 
SCHEDUI.E PI. T-' 

- .... _ .. __ ..... _-_._ ....... _._._----_.--

Cuatome,. 
Ctlarg. : D.-fId f O_1"Id !MI'OY: I!Ml'oY : " I!I"MtI"oY 

Cwatome,. C~...: (S/mo) : (S/KW) : (S/KW) : (S/KWH)- : (S/KWH) : (S/KWH) -_. __ ._-_ .... __ ._--._._ .... __ ._-_.-
(A) en (I:) (I» :- (!) (G) 

:-
:PA T-' 20.00 0.50 r 0.10417 t. 0.07255 1" 0.04113- r 

Option A rn B.'" : 
Option a : 7.6S: 
Option- c: : 1.4a : 
Opt10f\- D 1.80 : 
OptlOf\ E 7.64 
OptlO1"1 , 7.3' 

:- : 
............................................................................... 
t1l OptlO1"1 A -- On-Pk o-nd Ch.~ f •• ppll.c:t tl> cont,.ibutlOf\ tl> IIIOI'IthLy peak. 

1._ 81-04-018 .. A_ 37·07-009 ALJ/RLIo' CACD/PAC/8/1 
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... .!~Ie I)UWHENt 
· IGlI1Il1G SERVICES 

SOHHaY or ADOP1m· WES 
(n2) AOOmD CHUGE 

KOtmlL't CtlW:llr :=:r~-=r~~==::=====:: 

AVERAGZ tow.. BASt EO.C/m 
LINE VSAGt PJ.'It ll!omIt(ll nounll) NO. SERVICE DESCRIPtIOII' (XIIJIR) (lnttlll r'nttl1) ( '/JI.th) ........ :: ••• le •• __ •• :::::Ir.IS ••• ~::: ::;.:-="-

:~w._____ _ ___ .. _____ __~ ________ 
-~---.--. ----------- -.... -~ 

(a) ())) . Ie)' (11) 

l. SCHtOUU: ts .. l (UTILItY-on I 
2. KERCUJa mot 
3. ewSl. 
·t 175 If 7S 11." -1>.'7 -0.'4 
S. 250 V' lOt 15.3~ -OJI "0.61 6. .00 v U~ .' 22.7% .. 1.42 "O.t' 7. 700 v 2" 3~.70 -Z •. 17 -1.63 
a. CWS C .. 1-W!P ,. 175 v' 75 23.40 -1.75 -0.44 
10. ~o v 104 26.11 -1.'0 -0.61' 
11. 400 V' 164. 33." -Z.3' "0." ll. CLlSS C - N.AHr 
13. 17S v 150 3S.fT -2.57 -o.n 
14. ~oo y 32l 55.65 -3.n -l.n 
15. lUlCTOP.. B1I.LAS! DCTION .6. 175 v ~ 0.50 -0.03 -0.02 

· 7. zso v 6 0.11 "0.05 -0.04 
· I.· HPSV 

19. CIJ.SS ). 
20. 70 v 30 i.n . ·O'.!5 -0.11 n. ' 100 v 42 ',16 -0.65 -0.25 
21. 15011' 61, 11.14 ·0.76 - -0.36 
%3. 20C v- 81 1~.~3 -~.'5 ·O.5t u. 15Cw 112 16.99 -1.10 -o.6S 
%S. 400 V' 170 23.U -1.41 -O.tt 
26. 1.000 V" 395 O.3~ -2.98 -2.U 
27. CLASS B ~ l·~~ 
21. 70 v 30 •• 32 -o.n -c.n 
29. 100 11' 4l '.76 -0.70 ·O~2S 
30. 150 v 51 11.19' -o'.n -~,U 
31. 200 'If II 15.11 -1.02 . -0;51 
32. %!IO If lU 17.74 -1.16 . -0.'5 
33. ~oo v 170 24.'3 ·1.55 -0." , 
3(, 1,000 w 395 50~'1 ·3.0i -2.31 

fil (Col. ~ • {tol. a x .O.03608/kWhr pr, .. nt tClC/ltR11 x (-a.t.t+ adoptett·bGJ. chango) 
(2) {COl. a x -*O,OOS84/kVhr ado~tt1· EClCIAER chan~el . 

• 

AIlOmD 
tOtAL ADOPtED 
mt INCRtASl 

(·/Kthl It I 
=--=:==--= :::::== 

tel ttl 

n.61 -10.08 
13.75· -10.37 
20.~ -lO.U 

·3UO "10.64 

n.n -5.36 
23.70 -9.58 
30.n -9.U 

3tZt -9.61 
50.01 -10.13 

o.~s "lO.Or> 
0.72 -ll.ll 

'.n -9.5~ 
'.Z6 -,'.83 

10.02 -10.05 
12-'7 -lO.n 
15.Z4 -10.30 
21.17 -10.45 
~4.05 -10.72 . 

7.53' -'.50 
•. U ·'.73 

10.71' ·9.92 
13,&5 -10.0S 
15.93 ·lO.2~ 
Zl.U -10.40 . 
~5.0~ -10:67 
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" '.ECtRIC DrPmlftI(t 

IGH!DlG SFmCtS 
SDIOOIR! or lOOnzo JW'ES ADOmD ClWlCI 

HOK'l'HLY CUWlft ::::::EI1:::::::::::-':: AOOmJ) 
AVERAGE tom BASt lCAC/Atl Tom, AOOl'Tto LIlt tfSAGt OTt AMOll!f!(1) AHemrZ) RA1'( IlICRt\SE NO. stmc!: CESCRmIO! IrwR) !'/Hth) ('/Hthl I./Kthl !'/lfth) It} --- :::::rIStt __ :::::::::urKRIWC:== -------- ~---... -.- ----------- ~-~-------- -.. -~-.... -...... _._._-------.--- --~--.--. . .. _------- ._--------- ----P .. _- --------

II) Ib) Ie) r(1) tel It I 1. Scm:DDLt LS-l ~Ittn:-OIlNtO) I CONtnroEl)l 
z. CLASS S - HJD 
3. 70 V' 60 H.IO -1.07 "0.35 13.3' -,.S, ,. 100 y U 17." -1.Z5 -0.0 U.05, -'.n 5. 150 V' 111 21.91 -l.U ·0.71 19.72 -10.00 ,. 200 v 176 21.50 -l.n -1.03 25.5' -10.21 7. 2S0v U4 33.53 -2.16 -1.31 30.06 "10.35 
•• '00 V' :wO "." -Z.94 -1.99 42.06 -10.49 ,. 1,000 v 710 n." -5.95 -4.61 88.13 -lO.70 10. CUSS C -l-Im 
11. 70 v 30 la.es -1.S1 ·0.11 17.16 "S.97 U. 100 v 41 20." "1.61 .. 0.25 16.60 "9.09 13. 1..50 v 51 23.05 -1.17 -0.3S %0.91 -'.24 14. 200 v II U.3~ . -1096 ·0.51, 23.17 ·9.38 15. 2S0v 112 28." "1.11 ·0.65 26.13 -9.55 U. 400 v 170 36.05 ·2.54 -OJ9 3U2 "9.79 17. 1,000 v 395 67.05 -,.~. -2.31 50.26' -10.13 .: CWS C - %-LA.'I1 

70 \I' 50 25.57 -l.U "0.35 23.24 -'.11 20. 100 I( 54 21-.90 "2.19 -0." U.21 -9.27 21. 150 v U2 33.29 ·2 • .s ·0.71 30.13 "9.49 22. 200 V' 17(' 39." -2 .... -1.03 35.99 -9.n 23. 250. " 224, U.19 -3.12 - -1.31 (0.4r -9.'7 24. 400 \I' 3'0 5'.~7 -3.99 -1.99 53.39 -10.07 25. 1,000 \I' 7n 116.07 ·7.43 -4.51 ,. 104.03 -10.37 16. Lm 
27. CLASS). 
28. 35 " 23 9.S5 . -0.74 -0.13 '.n -g.ll 29. 5S v 31 10.30 -0.78 -O'.lS 9.34 -'.32 )0. 90 v 50 ltu -O.U -0.29 11.63 -9.56 31. 135 \1', 71 U.06 -1.1' -0.41 U.Sl -, .SS, 
31. 1801( 52 17.61 -loU ·0.48 15 •• 9 "'.77 33. CIJ.SS C .. I-loW 
34. 35 v 23 17.3' -1.40 "0~13 15.85 -a.so 35. 55 v 31 18.15 -1.44 -0.11 1'.53 -S.93 36. 90 y SO 20.'0 "1.61 -0.29 11.90 ·9.13 37. 135 v '11 24.n ·l.U -0.41 21.43 .. 9.26 38. noV' 82 25.41 -1.99 -0.48 23." -9.35 39. CLASS C - 2-LlMP 
40. 3S v 

" 26.15 -2.14, -0.27 2e." "S,98 41. 55 y 62 n.36 -2.21 -0.36 25.71 -9.10 42. 90 v 100 33.4' "2.53 -0.58 30.35 -9.29 .: 135 " 1(2 40.40 -2.99 -o.n 35.5' -, .45 
tiD v 164 43.51 -3.19 , "0.96 ".36 -9.~ 

! 11 (Col. b .. (Col. a x .0. 03S08/kwhr present EClCtm)) :r ! -8 .4It+ aaopted, ~,e change 1 
(2) ICol. 1 X ·$0.OOS84!kVhr ac!.o,te1 !CAC/Atk Chanoe) 
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. tlGHlDlG SERVICES 
St1MMAAY or ADOm:D RAtES 

lDOnE!) CIWIat 
HONtHLy CORRtIIt :::::::::::::::::--::::: AOOPm) 
AVERAGE tow. W! EeAC;m .'fom.. lIlOmo· LINE USAG! RAn lMOUH1rll )J{0Illl! I %) RAt! IlfCRWt NO. StRVIct DtsCRImOJ (matI {IIHthl (4/Htll) (I/Kthl ($/llth) t~l ---- ::::lla.~~::::-__ ~~IR~.~::: :===::: .-----._-- ~---------- ~----~----. .... _--..-...- ____ .. a_ ..... ~--_~.____ __M________ . _______ ~~ 

-----~--- -----
la) Ib) ·Ic). (ell reI It) 

1. . SQIll)OIJ: r.s·2 {cusrom-ovnol 
2. mCURl molt 
3. RAttI. 
4. 115 v 75 7.57 -c.n -O.H 6.n -11.23 5. 250 " 104 10.61 -0.59 -0.61 9.47 -1l.2S ,. (00 V' 1U 16.10 ·0.91 -0.96 14.13 -11.20· 7. 100 v 2'~ ,7,8t . -1.51 -1.S3 24.68 -1l.2~ 
•• 1,000 v 394 39.03 -2.10 -1.30 34.63 -11.21 ,'. MB 
10. 175 V' . 15 1.91 "0.53 "O.~4 7~U "10.89 . 11. ISOv 10' 11.85 -0.59 -o.n 10.55 -10.51 U. .400 v 16l 17.64 -~." -0.'6 15.69 -n.os 13. Rm 
1{. RAn 1 .' 50 v 21 2.17 -0.12 -0,12 IJ3 -11.06 5. 10 v 3l 3.93 -0.22 . -0·.2Z 3.49 -ll.ZO 7. 100 v 51 S.47 -0.30 -0.30 '.81 -10." U. 150 v 71 7.45 -o.n -0.,(1 6.'3 -11.01 19. 200 11 n I,n· "0.41 ·0.51 . 7.68 -1l.3Z 20. 250 II 112 11.60 "o.n -0.65 10.31 ~1l.12 21. 310 v- 137 12.57 -~.U .~. -C.80 11 •. (9 -11.41 21. 400 v 170 17.47 -~.'6 . ·0.'9 15.5, -11..16 23. 1.000 1t 395 39.17 -,.11 .. t.31 3 •• 75 -11.28 U. PoAn: J 
25. S~ v 11 3.5Z -0.23' -0.12 3.17 -9.9t U. 70 V' 3a 5.17 -0.32 -0.22 '.63 , -10.44 27. 100 v 51 6.84 -o.n "0.30 6~12 -10.53 21. 150 11 11 '.87 -c.n -O~U 7.93 "10.&0 n. 200 v- as ,." -o.S' -0.51 '.to -10.91 30. ~50 11 IU 13.0~ .. 0 •. " -0.65 11.61 -10.85 3l. 310 " 131 14.30 -0.79 -0.'0 12.71 -11.12 n. 400 v 170 11.95 "1.09 "0·," U.11 ·10~98 3~. 1.000 .v 395 n.n -,.30 -,.31 36.71 -11.1& 
3~. RElCTOR. BltUST REOUC'rIOIf 
35. 10 It ~ c.,,· -0·.04 . -O.OS 0.67 -11.84 35. 100 v 10 1.02 ·0'.06 -0.0' ' 0.'0 -U.7S 37. ISO 11 10 0.91 -0.05 ·0.05 0.'" -11.22 

PI {CoL. D - (Col. a. x $0.0360a/kVhr presmt EOC/Aml! x \-8.41%+ aC1opteC1 ))an chanOt) 
12l {Col. a x -;O.OOS84/kVhr adopted tclC/AER changel 

• 



A_87-04-018, A.87-07-009 ' <0'" ~ " 
" 

APPENDIX C 
,,' ~C DtI'AJma:Kt Page 10 

IGBr:m; SERVICES 
SOlOO.RY or ADOPttO RmS ADOPT!:!) CHANG! 

HOImlLY CllRREIfT --------~---------.. -.. l!)OP%ED -------------
lVtRAG! totAL BASt ECAC/A!R tom AOOntD 

. LIXE USAGE AAU AHOUlft!:l) AHOlllft(ll W! IliCRtASt 
NO. SERVICE DESCRImor [J:WHR) tS/Kthl IS/Kth) [M!t~1 [S/Hthl (t) 
:=: ~~~! ___ ~.:::::::ltl.~::::-.::: n:===: =:::=--= ::::=::::= :::::::.:;:: -------_ ... --------------- ---------
1. 

tal 
SCBtOOtt ts-2 Icasrom.-OiIftD) {COlI'1Im:D1 

tl>l (c:l [41 tel ttl 

2. LPSV 
3. 1Wtl 
~. 35 w 23 1.4~ -0.14 -0.13 1.17 "11.07 
S. SS v 31 ' 3.19 -O.ll -O.U' 2.83 -:-11.29 
6. '0 v 50 S.U -0'.29 -0.19 4.70 -10.9' 
7. l3S v 71 7.11 -0~39' -0.41 U. -U.H 
•• UOv IZ 1.17 -o.n .'o.n 7.25 "U.26 ,. lNClIlIDtsCEMt 
10. RmA 
ll. 1,000 1. 2S 2.90 "0.17 .. 0.15 2.5' -ll.03 
U. 2.500 L 5' ,~U -0;31 -0.33 5.n -10090 
13. 4,COO t 85 9.67 -o.sr -0.50 '.n -10.96 
14. 6,000 1. 12~ 13.90 -o.ao -0.72 12.38 -10.94 
15. 10,000 t 21l 23.15 -1.,32 -l.23 20.60 -n.Ol 
16. RUt I 
l7. 4.000 1. 8S 11.31 -0.70 -0.50 10-.18 -10.54 ' , a. 6.000 L lZ4 15.51 -0.9S -o.n lot.01 -10.65 .9. SCBtOUtt ot-l 
20 • KtRCtJU VUOR 
. 21'. WEA 
22. 175 v- 71 12.85 -0.87 -0.41 U.57 -9.96 
23. 400 v 164 U.93 -loU -0.9& 21.36 -10.3l. 
24. BPSV 
25,. Pm! 
U. 100 v n 9.22 -0.'5 -0.25 '.n -g." 
27. 150 v n 11.33 -0.71 -0.3~ 10.20 -U7' n. 250" l12 17.21' -1.12 -0.65 15.45 -10.28 
U~ 400 v 170 23.94 -l.SL -0.99 21.« -10.'4 
30. 1,000 y 395 ".U -3 .O~ -2.3l ~'.51 -10.69 
31:. Rm! 
32. 250 " 112 20.74 . -1.42 -0~65 n." -9.98 
3~. 400 v . 170 27.n -1.7' "0.99 24.41 -10.19 ". 1,000 v 395 . 5tS3 -3.25 -l.U 46.97 -10.51 
35. LPSV 
3E. RArE 1 
37. S5 \I 31 10.40 -0.79 -O.U 9.43 -9.33 
38. 90 It 50 .lZ.99 -0.'5 -0.29 11.75 -9.55 
39. 135 II 11 16.:2 -l.U -0.41 1(J5 -9.68 
'0 •. UOw S2 17.7(, -1.25 -o.n U.Ol -, .75 
41. SCHtOOLt DVI. 
41. SO It HPSV n 3.38 -o.n -0..11 3.04 -10.06 
43. 100 v KPSV U S,gO -0.37' "0.25 5.21 -10.5l 

.(~ 100 It HtRctlRY '5 S.U . -0.30 -0.%6' '.50 -10.aS 
r$/kVhrl ('/kVhr) 1$/kIlhrl (S~hr) 

(5. SCHEDtitt ts-3 (MRGY OK!.Y) ............ _-- ------- ------- ---------------- ....... ___ IIIfI ..... -... ---- --_ .. _--
46. tliERGy CImRGt 0.10474'. ~0.00512 -0.00584 0.09308 -11.13 

{ll (Col. b - ICol. a x SO.03608/kwhr present ECAC/AER)) x (-8.48t+ a~opt.~ ~ase'chan~el 
(2) {Col. a x -SO.0058(/kvbr adopted ECAC/~ chan;el 
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D,acision _____ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CAL 

In the Matter of the Application of 
San Dieqo Gas & Electric Company, for 
Authority to Introduce a Mandatory 
L6-TOU Rate to Replaee its Existin~ 
A6-TOU and AL-TOU Rates and to ReV1se 
Portions of its Existing Standby 
Tariffs. (1 90Z-E) 

In the matter of the Application of 
SA:N DIEGO GAS & ELECTRIC COMPANY ~or 
Authority to Revise its Energy Cost 
Adjust:m.ent Clause (ECAC) Rate, to 

Applica on 87-04-018 
(Filed 'pril 10, 1987) 

Revise its Annual Enerqy Rate (AER), Application 87-07-009 
and to Revise its Electric Base Rates (Filed July 2, 1987; 
effective November 1, 1987 in amended August 20, 1987) 
accordance with the Electrical ) 
Revenue Ad:) us'bnent Mechanism (£RAM) ) 
('0' 902-E) ) 

--------------------------~---) 
~ (Appearances ar~$ted in Appendix A.) 

• 

x. ~ 

By this order we adopt San Dieq~ Gas & Electrie company's 
(SDG&E's) Enerqy Cost djustm-ent Clause (ECAC) forecast of fuel and 
purchased powor expense for the period November 1, 1987 - October 31, 

I 
1988. The related 'ECAC rate changes combined with changes to, the 
Annual Enerqy Rate /~AZR.) and the Electric Revenue Ad:) ustxnent 
Mechanism (ERAM) :r. sult in a total revenue decrease of $82.935-
million • 

- 1 -
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Decision ________ __ 
. 

, BEFORE THE PUBLIC UTILITIES COMMISSION OF 'l'HE STATE OF . IFORNIA 
~/ 

In the Matter of the Application ot 
San Oieqo Gas & Electric Company, tor 
Authority to Introduce a Manclatory 
L6-TOU Rate to Replace its Existin~ 
A6-'I'OO ana AL-'I'OU Rates and to ReV1se 
Portions ot its Existing Standby 
Tariffs. (1 902-E) 

) ,( .. 
) ~ 
) (f, 

) AP~lieation 87-04-018 
) (F1led April 10, 1987) 

/' ) /' 
) /' 

-------------------------) /' ) /fl 
In the matter ot the Application of ) /" 
SAN DIEGO GAS &- ELECTRIC COMPANY tor ) . 
Authority to Revise its Energy Cost ~I 
Adjustment Clause (ECAC) Rate, to- I')"~ 
Revise its Annual Energy Rate (AER),,') 
and to Revise its Electric Base Rate's) 
effective November 1, 1987 in /' ) 
accordance with the Electrical . ) 
Revenue Adjustment Mechanism (ERAM). ) 
('0' 902-E) I'"~ ) 

'&' ) 

/i 

Application 87-07-009 
(Filecl July Z, 1987: 

~encled August 20, 1987) 

~l~/,f 

(]\.ppearances/.are listed in Appendix A.) 
!~: , 

/' OPXNION 

/. I.:mmmmr 
I 

I 
By t:b.is/orcler we aclopt San Diego- Gas & Electric Company's 

(SDG&E's) Ener~llcost Adjustment Clause (ECAC) torecast of fuel ancl 
'purchased powe:r./expense for the period November 1, 1987 - October ll, 

I 
1988. The relatecl ECAC rate chang-es, changes to the Annual Energy 
Rate (AER) ana the Electric Revenue Acljustment Mechanism (ERAM), and 

I 
Changes to )base rates and the Major Aclditions Adjustment Clause 
(~C) rates result in a total revenue clecrease of $l74.6 million. 

I 
The revenue changes are shown on AppencliX'S. 

II 
/ 

;' 
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We also adopt revised marqinal costs for. SDG&E based upon 
the company's cost study but adjust the company' 
several respects as recommended by intervenor~ 

After examining the revenue allocation that would result 
from strict application of an Equal percentige of Marginal Cost 
(EPMC) method, we tind that the EPMC meth~ should be constrained 
so that each customer class receives a minimum 5.0% rate decrease. 
Although residential and agrieultural 7~venues are below the EPMC 
allocation tor their classes, we willjlower all rates in the 
context of a substantial revenue decr'ease. We believe that SOG&S's 
rates must be restructured and move' towards marqinal costs in a 

. I , deliberate and caretul manner. our adopted revenue allocat~on 
makes significant movement towardls the adopted marginal costs and 
allows time tor the retinement If marginal cost studies in tuture 

proceedings. :t 
The adopted rate d sign, i.e. rates within each customer 

class, relies heavily upon n agreement submitted atter hearing • 
The major change is the uniundling ot costs for SDG&E's larqe 
commercial and industriaJl'customers served under Schedules AL-1'OU, 
A6-TOU, and S. Similarfto the rates adopted tor the other maj or 
eleetric utilities inpalifornia, SOG&E's large commercial and 
i~dustrial rates are/urther unJ'jundled to provide 'for higher demand. 
and standby charges ;and. lower energy rates. We also ad.opt a 
customer charge toiresidentialeustomers as proposed by the 

1 The a opted marginal costs are to. a large extent of only 
academic i~terest as our revenue allocation is eonstrained. ~y the 
use of c~s. ~he adopted marginal costs reflect our appraisal of 
the evi~nce on this record. However, we recognize that several 
novel i~eas were introduced in this proceeding which should be 
ex.a:J.nin1d in SI>G&E's upcoming general rate ease, • 
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We also adopt revised marginal costs for SDG&E ~ase~ upon 
the company's cost study but a~just the company's figures in 
several respects as recommended by intervenors. 1 '. // 

Atter examining the revenue allocation that would result/ 
from strict application of an Equal Percentage of Marginal cost~ 
(EPMC) method, we find that the EPMC m.ethod should be constra.ln'ed . , / 
so that no customer class rece~ves a rate ~crease. Altho~h 

residential and agricultural revenues are below the EPM~location 
for their classes, we will not increase any rates in ~- context of 
an overall revenue decrease. Instead, we will hold ~sidential and 
agricultural rates at their present levels and willl'allocate the 
entire revenue decrease to the other customer cla~es whose 
revenues under present rates are significantly ~ove their EPMC 
allocations. We believe that SDG&E's rates mutt be restructured 
and moved towards marginal costs in a delibd~te and careful 
manner. Our adopted revenue allocation ma~s siqriiticant movement 
towards the adopted marqinal co~ts while~VOiding disruptive ra~e 
changes and allowing time for the refinement of marginal cost 
studies in future proceedings. ~ 

The adopted rate desiqn, ~e. rates within each customer 
class, relies heavily upon an agreement submitted after hearing. 

~ -

The maj or chang-e is the UIlbundlinf of costs tor SDG&E' s large 
commercial an~ in~ustrial custome-rs served under Schedules AL-TOtr, 
A6-TOU', and S. Similar to- the.l~tes adopted for the other major 
electric utilities in Califo-rnia, SOC&E's large commercial and 
industrial rates are turther I~undled to- provide for higher demand -, -

/ 
,l 

I 

/ 
1 The adopted margina~ costs are to a large extent of only 

academic interest as our revenue allocation is constrained by the 
use of caps. The adopted marginal costs reflect our appraisal of 
the evidence on this record. However, We recognize that several 
novel ideas were introduced in this proceeding which should be 
examined in SOG&E's UPComing general rate case. 

I 
• 
'-

- 2 -
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" .' 
It 

Ifl 
Division of Ratepayer Advocates (ORA)2 and a.hig~er AD demand 
charge as proposed :by SOC&E. The adopted rates/are shown in 
Appendix C. I 

We also find that troubling questi~s have been raised 
about the level of SDG&E's costs and the Commission's movement 
towards recovery of these high costs in ti~d charges. We expect 
to examine SDG&E's marginal and embedded/!osts in the company's 
upcom.ing general rate case. l 
. . . ! 

II. Procec:J.\1ral _ckqround 

I .. . SDG&E has tiled two sepa:ate app11cat1ons. The f1rst 
application, Application (A.) 87-oG-01S, is an extraordinary 
request to restructure the rateS/charged to SDG&E's large 
commercial and industrial customers without changing the collected 
revenues.3 Tne second apPlic~'ion, A.S7-07-009, is the usual 
ECAC filing requesting the adoption of a new forecast of fuel and 
purchased power expense and/~e ~plementation ,of the resulting 
changed revenue requirement through revised ECAC rates. 

Prehearing conferences were held on both applications. 
At these conterenees, sevJral intervenors asked for consolidation 
of the two applications ~o that they could address in one 
proceed.ing the ilnpaet 0' both applications on customer rates. The 
Administrative Law JUdJe (AIJ) 9Tanted this request and 
consolidated the ECAC orecast portion of A.S7-07-009 with 

2 The PUblic S ft Division has been renamed the Oivision of 
Ratepayer Advocates. 

/ 
3 If A.87-04-P1S had been approved as !iled,the amount of 

revenues collected ~y SDG&E would have changed. Althouqh SOG&E 
characterized t-he application as revenue neutral, the imposition of 
its proposed standby eharqes would have increased revenues. • / 

- 3 -
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ancl standby charges and lower energy rates. We also aclopt a 
customer charge for residential customers as proposed ~y the 
Division of Ratepayer Advocates (DRA)2 and a higher AD demand 
charge as proposecl by SDG&E. 

We also find that troubling questions have been raised 
about the level of SDG&:E's costs and the Commission's movement L"/ 
towards recovery of these high costs in fixecl charges. We expect 
to ~m;ne SOG&E's marginal and embedcled costs in the comp~'s 
upeominq general rate ease. . // 

xx. /' 
t 

'10... lI'l..:a l' . / '10. I' SOG&E .u.o.S .1.1. e~ two separate app l-catl-ons. T ..... e .l.rst 
applicat;on, Application CA.) 87-04-018, is an.t!~aordinary 
request to restructure the rates charged to SDG&E's large 

I!' 
commercial and industrial customers without,} anqing the colleetecl 
revenues. 3 The second application, A.S7-0 -009, is the usual 
ECAC filing requestinq the adoption of new forecast of fuel and 
purchased power expense and the impleme~ation of the resulting 
changed revenue requirement through r~'ised ECAC rates. 

Prehearinq conferences werefheld on both applications. 
At these conferences, several inte~nors askecl tor consolidation 
of the two applications so that they could address in one 
proceeding the impact of both applications on customer rates. The 
Administrative Law Judge qrante~thiS request and consolidated the 

f' , 

2 The PUblic Staff Divis on has been renamed the Division of 
Ratepayer Advocates. 

3 If A.S7-04-01S had ~ n approved as filed, the amount of 
revenues collected by SOG&E would have chanqed. Althouqh SOG&E 
characterized the applieation as revenue neutral, the imposition of 
its proposed standby charqes would have increased revenues. . 

" 
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ECAC forecast portion of A.87-07-009 with A.S7-04-ois. The 
reasonableness review portion of A.87-07-009 was kept separate. 

Evidentiary hearings on the consolidated proceeding were 
Testimony from. /'''/ .,. held from. September 21, 1987 to' october S, 1987. 

members of the public was received on september 23, 1987. SOGfoE, 
DR..\, lJtility Consu:mers' Action Network ('O'CAN), San Diego Endgy 

Alliance (Alliance), Federal Executive Agencies (FEA),'HosPital 
Council of san Diego and Imperial Counties on ~alf O$~ 
Cogeneration Hospitals (Hospitals), and San Diego Mineral Products 
Industry Coalition (MinPros) presented witnesses andfsponsored 

. ...,. 
expert testimony. The City of san DiegO' (City) a~ively 
participated through cross-~mjnation. con~nt briefs were 
~i1ed by November' 6, 1987. . I 

x:c:. f;cac Forecast or Fuel and PgrcMsed, Pow@r Expense 

A • Adopted Forecast 
. / 

We adopt SOG&E's fuel and p~ased'power forecast as 
:I shown on Table 1. .;, . I~ 

./ 
/ 

! 
/ ;; 

hI 

i 
II 
I: 

J 

- 4 -
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Purehased Energy 
Geothermal Energy 
NUclear Generation 
Natural Gas 
Distillate oil 
Residual Oil 
SUbtotal 

TABLE 1 

Oistillate Writedown 
Fuel Oil Inventory 
Wheeling Expenses 
EFI Adjustment 
Net Losses on sale of Oil 
Total 

$310.93&.&}( 
25,207/100 

119, 1 6.t',. 2'00 
. ·/13,700 
~/,75Q/00Q 

,069,200 

254,700 
1,750,000 
9,9S0,1.00 

(5-,461,400) 
o 

$463,1.23,1.00* 

*This total should be adjus ed to reflect 
several changes acknowledged by SDG&E's 
witnesses at hearing. ~ese changes are 
smnmarized in a October/9, 1987 letter of Don 
Garber, attorney for S,l)G&E, to- the 
Ad:ministrati ve Law Judge. The ch4nges, 
adjusted by the company's jurisdictional factor 
further increase the ECAC,. AER, and ERAM 
reduction of $82.5Im1llion·to $82.935 ~illion. 

/ 
This forecast was submitted in the August 20, 198-7 Amendment to-

t 
A.S7-07-009 and is base~pon more recent data than DRA"s forecast. 
The adopted forecast c~ined with the most recent updates on the 
Ec]~C and ERAM balanc~ accounts yieldS a total revenue decrease of 

$82.93S million aj own on ~0Il>~. 2 

EC'AC 
AER 

Cl 
B. BesiduAl ";:~ssue:t 

-$109.6, million 
-$ 4.7 million 

$ 31.4 million 

-$ 82.9 m.illion 

Ai though SOG&E and PSD aqreed on the alllount of the 
I in. _'.01 revenue Cleerease,. they cont ue to ClJ.saqree over the ratemc;uo...l.ng 

- 5 -
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treatment of the capacity charge to be paid. to- Tuc:son-Alamitl, 

/' 

I 

revision of the AER to reflect the commission's decision in the 
.. I 

OII/O~ Gas Implementat~on proceed.~g, I.S6-06-00S, and. the proper 
ratemaking treatment of fuel oil inventory. ~ 

1. xwrson-Alamito <c.<macity Ch~ ./ 

On June 30, 1987, SOG&E filed. at the Federal Energy 
I 

Regulatory Commission (FERC) a complaint to d.etermine the rights 
and. obligations of SOG&E and the Alamito compan~41under a 
purchased. power agreement. SOG&E alleges in tMs complaint that 
the scheduling practices and requirement~ ot ilamito- have reduced 

t ." I the t~rm capac~ty ava1lable to- SOG&£ under the contract from 400 MW 
to 100 MW. Until this complaint is resolv~ by the FERC" SOG&E is 
withholding payment for 300 MW of eapacitJ. ThUS, SDG&E currently 
is paying Alamito tor only 100 MW ot'ti~ capacity. However, 
SOG&E's ECAC forecast reflects paymZenfOr the tull 400 MW of 
capacity to Alami to. . 

SDG&E believes that its f ecast incorporating the full 
400 MW capacity payment to Alamito~s appropriate since the outcome 
of the FERC litigation is proble~tic. SOG&E submits that the 
probability and timing of FERC ;eforming the agreement from 400 MW 
to 100 MW is unknown. SDG&E po'ints out that if it does. win its. 
case at FERC, then 92% of the-/ciollar benefits from this victory 
will flow to the ratepayers while only st will flow to the 
shareholders. SOG&E believe's that the purpose of this ECAC/AER 
split is to allocate benefits between ratepayers and shareholders 
and thereby to give utili 'y management an additional incentive to 

4 TUcson Electric Power Company controls the dispatch of power 
purChased from the ~amito Company. Thus" SDG&E's com:munications 
have been with 7C on personnel although Alamito is the responsible 
party • 

- 6 -
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lower enerqy costs.5 For this reason, SOG&E opposes a ;II 
recommendation of the city that the Al~ito, capacity payment should 
be given 100 percent ECAC balancing account treatment. ~ 

If SDG&E were to lose the FERC litigation, then SOG&E 
could be forced to pay Alami'eo the witbheld 300 MW capac~ 
paYl!1ent. SOG&E argues that this later paYl!1ent could ~dult in a 
significant upward rate shock if SDG&E is not allowe~o, recover 
the fUll 400 MW payment through ECAC now. 

The City, UCAN,. and ORA all recommend 
should reflect payment for the full 400 MW cap 
subj ect to 100% ECAC :balancinq account trea 

i ty to Alamito 
t. The City points 

out that without provision for balancinq a ount treatment, SOG&E 
will recover in the AER about $5,8&3,299 or capacity costs that it 
is not currently payinq_ If the commis 10n does not desire to make 
100% of the Alamito payment subject t balancing account treatment,' 
then the City s~mits that S:oG&E's ~ expenses in the forecast 
period should be reduced by $5,S&3j'200.. UCAN points ou.t that SOG&:E 
will reap some of ~y benefit resJ!lting from the FERC litigation 
since the company be(jan withhol~(j payment from Alaxnito on June 1, 
1987 and the Commission will n~ be able to order balancing account 
treatment for this expense uniil Oecember, 1987. 

S An electric utili y's fuel and purchased power expense is 
recovered throu(jh an CAC rate and an AER. Both the ECAC rate and 
the AER are based upon a forecast of the utility'S fuel and 
purchased power expGhse over a one year period (the forecast 
period). The .ECAC-fl:'ate is subject to a balancinq account and is 
adjusted to refle~_recorded differences in actual expenses from 
the forecast of f14.el and purchased power expense.. The AER is not 
subject to a bal~cing account. The utility'S shareholders absorb 
any difference' actual energy expense from the, forecast expense 
underlyin(j the • SI>G&E recovers 92% of its fuel and purchased 
power expense ough an ECAC rate and 8% throu~h an AER. This 
92%/8% *split* is based upon the amount of earn~qs fluctuation the 
Commission ha determined that SI>G&E can withstand • 

- ,7 -
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We adopt the City's p~oposal tor 100% ECAc~Cinq 
account treatlll.ent of the Alamito capacity payment. '!his procedure 
has been adopted on other occasions when the paYlll ts were 
substantial and the amounts were dependent upon~e outcome of 
litiqation. At this point in time we cannot ~edict what the 
outcome of the FERC litigation will be. If the full 400 MW payment 
is reflected without 100% balancinq account/treatment, then we 
would be compellinq ratepayers to' pay no~fundable rates 
reflecting costs that SOG&E is not pay' I If we recoqnize only 
the current 100 MW payment, then we wo do be exposing shareholders 
to the risk that SDG&E may lose the 1 tiqation and have to pay the 
withheld 300 MW charqe to Alamito then recover only 92% of that 
payment from ratepayers. If we 
were to adhere to the ECAC/AJ!:P; r emaltinq approach, then we miqht 
recognize some inter.mediate lev ot capacity payment such as 250 

~~. We elect instead to provi e tor 100% ECAC balancing account 
treatlllent to avoid speculati on the outcome of SDG&E' s FERC 

complaint and to ensure tha neither ratepayers or shareholders are 
unfairly penalized. 

2. 
• I th SOG&E based i~ ECAC forecast upon en current rates for 

qas. S'OC&E was tully $are that the gas charges would be changed 
in the pending OII/oistcas Implementation proceeding but expected 
the Commission to is~e a decision implementinq these changes 
before this ECAC ap'lication is decided. However, 'since the qas 
proceeding has falien behind schedule, SDG&E now believes that the 
implementation o)!the revised gas rate structures may not occur 
before an ECAC ~~cision is issued. Since the gas rates to be 
adopted by the ;commission may differ s~stantiallY from the current 
r~tes, SOG&E Proposes that it be allowed tc file an advice letter 
modi tying the/adopted AER when the qas OII/OIR implementation 

results are~inal • 
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SDG&E argues that the AER mechanism was not intend~ to 
put either ratepayers or shareholders at risk for the un~eedented 
transitional problems now occurring in the qas indus~ SOG&E 
submits that the Commission can easily avoid an ine~table result 
by allowin~ the company to rile an advice letter ~ision 
reflecting the adopted utility electric generat1Qn gas charges 
which should be almost entirely fixed eharqes~ 

ORA opposes SDG&E's suggested adv~e letter procedure. 
ORA. points out that once an AER is .in place, the Commission has not 
allowed changes to reflect increases or ~creases in fuel costs 
with the exception of a nuclear plant o£t(~rinq service. ORA. 

:maintains that the parties strive to ~e their best estimates of 
fuel costs and then live with the ~sults until the next A:ER 
revision date. DRA contends tha~ere is no reason to single out 
gas expenses for unique treatment. While current gas costs may be ' 
difficult to predict, ORA arquis that other expenses such as 
purchased power prices are e~allY difficult to predict.' 
, ORA further argu]S' that SOG&S· is selective in its request 
for special rate:making treatment. DRA. observes that when the 
Commission first allowecv!SDG&E to purchase spot gas and to, 
transport that gas, thel'company did not ask that its then effective 
AER be reduced to retieet lowered gas expense-. 

To the ext/nt we can recognize changed gas prices for 
SOG&E in this ECAC JpPlication, we will do so. However, we are 
unwilling to modi~ the AER procedure to allow for advice letter 
revision during the foreeast period. 'the main purpose of the AER 
is to fix the ejmpany'S expected tuel and purchased po ...... er expense 
at a sin9le point in time and to, have the shareholders absor~ any 
fluctuations/trom the adopted level. Approval of an advice letter 
revision WO£ld su}:\stantially undercut the purpose and the effect of 

I 
the AER:. tnd as pointed out or ORA,- there is no· assurance that the 
compan~.~Uld make equal efforts to tile advice letters reducing 
the An

j 
. 

.... 

- 9 -
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/ 

3. . Fuel Oil Im(AAtory / 

ORA has proposed that the ratema~ing treatment/Of the 
carrying cost of fuel oil inventory should be changed SO that the 
company would receive a,wlump sumW tor this expense ~ch would not 
be adjusted to re~lect actual expenses in the fore~t period. 
Essentially, ORA is recommending that SOG&E recov.~ its entire fuel 
'oil inventory carrying cost through the AER. 

ORA. asserts that this removal of b 
treatment for fuel oil inventory carrying c st is consistent with 
the Commission's recent statements that utilities shoul~ not De 
insulated from the results of their ~ement decisions by 
balanCing accounts but should experienoe firsthand the gains and 
the losses resulting from their ~ecis;tons. 

SDG&E responds that this ~ump sumH approach will create 
perverse incentives for utility ~gement- SI>G&E argues that to 
treat one enerqy expense ditfere~ly than other related energy 
expenses would ereate incentivet tor management to focus on 
inventory costs more than othe'r enerqy costs. J . 

S:oG&E turther responds that, it adopted, the wlump sumH 

proposal will not stmplity/,the Commission's reasonableness review, 
as contended by ORA. SootE maintains that the commission still 
will have to closely r~iew the relationship between inventory 
levels, oil burns, anr/ shortage costs. 

Finally, ~&E asserts that the existing ECAC/AER 
procedure gives it adequate incentive to· keep all energy costs, 
includinc; the ing cost of fuel oil inventory, as low as 
possible consist nt with the provision of reliable service. 

We d cline to adopt PSO's Hlump sum* approach for fuel 
oil inventory! We f~nd no explanation as to· why this particular 
energy expense should be seqreqated from other expenses and given 
different tfeatment. The rationale ot~ered by ORA eould be applied 
to other ehergy expenses, not just to the carrying cost of fuel oil 
'inventor/- Yet DRA does not explain why only fuel oil inventory 

- 10 -
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SDG&E bas calculated marginal customer costs ~ased on 
actual work orders from recent installations. SOG&E recognizes , 
that the implementation of these calculated customer costs through , ,. 
EPMC could result in a disproportionate impact on residential 
customers. SDG&E stands by its cost study and believes that the 
EPMC method can ~ constrained through the use of caps, such as the 
minimwn 2.5% decrease that SDG&E has proposed'. SOG&Z urges the 

I 
Commission to determine the most accurate marginal/costs and then 
to, make the necessary pragmatic adjustments in the revenue 
allocation. / 

1. Jlarginal Energy costs 
SDG&E states that there is nome~ingful disagreement on 

:marginal enerC]Y costs. SDG&E has used OFs in/OFs out 
methodology used and adopted in last ye ' s ECAC and the 1986 Test 
Year General Rate case. 

2. IlIaxginal capa~ity: costs 
SDG&E asserts that ~t an relied upon estimates 

of capacity costs provided by th Commission in the 1986 ECAC 
(0.87-01-051). SDG&E also stat s that it has no· o~jection to the 
refinements proposed by FEA the Alliance which. more accurately 
calculate the marginal capac ty costs of each customer class given 
unit marginal capacity cos 7 

3. 

t unlike prior commission proceedings 
there customer, costs. SDG&E 

7 SDG&E and 0 allocated capacity costs among customer classes 
by' converting e dollar per kilowatt capacity costs into eents per 
kilowatthour b dividing the allocated capacity costs by the total 
hours in the e period. The time period costs then were 
determined ~y multiplying the cents per kilowatthour fiqure by 
kilowatthour consUllled by the class in the time period.. FEA and 
the Allianc simply multiply marginal cost per kilowatt ~y the 
kilowatjt_demand for each class. . 

- 1Z -



•• 

• 

• 

A.S7-04-01S, A.S7-07-009 AIJ/R:LW/teq 

believes that it has submitted. a d.etailed. work order study on the 
costs of provid.ing access to the system to an ad.ditional customer. 

SDG«E asserts that these costs consist ot some portion of 
the equipment between the substation and the customer A A 
convenient analytic break is the final line transformer. SQG.&E 
states the equipment from and including the transformer ~ the 
customer is ded1cated to specific customers and thereb~~y be 
d.irectly assigned. to a customer class. This portion f the system 
is referred to as 'I'SM or 'transformer, Se:rvice drop nd Meter. The 
equipment from the high side of the transformer the substation 
may serve more than one customer class and. is c nsidered part of 
the common distr~ution system. / 

SOG&E asserts that unlike DRA it has included in its TSM 
estimate all costs from the high side ot ¥e transformer through 
the seconclary system. to the service clrop;and to the meter. SDG&E' s 
estimates are based upon actual work ojders and include the 
transformer and associated equ1pmentjllabor and. transportation, the 
secondary connection to the transformer, the secondary cable and. 

I 
conduit, the secondary handhole and connections to the secondary 
and service cables, the service ~le and conduit,. and the meter 

I 

material cost, meter testinq i' associated labor and 
transportation. 

SOG&E's TSM estimates are based upon actual work ord.ers 
obtained from its operat~ districts showing recent new customer 

I 
installations. To estimate the cost of hooking up, 'a new 
residential customer ~sinqle-familY detached homes, SDG&E 
reviewed work orders ~r 228 customers judged. to be representative 
of the residential ctassa A similar process was followed. tor each 
customer class wi tb!' the exception o·f large TOO and. agrieul tural 
classes tor WhZ·eh /0 typical recent new customer, installations 
could be found.. 

SOG& states that its methodolO9Y and the empirical data 
are not <f!J.7ioned loy ""y party- According to· SOG&E, the only 

- l3 -
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and not purchased power or nuclear production or qas expenses 
should receive Nlwnp su:mN trea'bnent. We aqree with SDG&E that the 
isolated treatment ot a single energy cost could create. perverse 
incentives for utility management. This was one reason why we 
revised our oriqinal ECAC/AER procedure which did· not result in the 
unitorm treaaent ot all energy expenses. We will ~t retrace our 
steps and return to a procedure equivalent to- the placement of fuel 
oil inventory carrying cost in the AER_,6-

XV.. Marginal costs 

All parties agree 
adopt marginal cost-based rates. However, 
on what SOG&E's marginal costs are or the 
rates should be based upon its marginal 
A. SDGiE's PropoW Harginal costs 

e Commission is to 
e parties do, not agree 

xtent to which SDG&E's 

SDG&E's marginal cost witne s J. S. Parsons explained 
that there is an established hierar y ot marqinal cost components: 
energy, qeneratinq c:l.emanc:l., tran"'-mi, ion dexnanc1, c1istribution 
demanc1, and customer cost. Parso testified that the variation 
among customer classes increase qoinq down this hierarchy as the 
costs <Jet closer to the indivi ual customer service. Thus, while 
the energy com.ponent will no vary much amonq customers, the 

be siqniticantly different. Parsons individual customer costs c 
stated that the current 
SDG&E is on the further 

s of the Co~ission and consequently of 
efi~ition of marginal customer costs. 

6 If DRAbelie es that the utility should accept more of the 
risks and the benefits of its fuel and purchased power cost 
man~gement, then/a straightforward app~oaeh would be to· recommend 
aD~ ~crease of the AER percentage. ~h1S approach would treat all 
enerqy expensed in a consistent m.anner. 

• L 
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cri tiei ... is or the results_ However, s1 mJJ.intains that the 
parties have based their criticisms upon invalid comparisons. 

SDG&E states that the hiqher st estimates it has 
calculated ~or ~meters* and *services* e not surprising since the 
estimates used last year were.only no nally ~ased upon the same 
costs. SDG&E points out that many a ual costs were not included 
in last year's estimates. the curre t estimates ot costs are based 
upon the actual work ord.ers and inc de much more than the FERC 

account ~efinitions ot meters and rvice drops which ORA relics 
upon. 

SDG&E obj ects to ORA's 
commission use ORA's customer eo 
cali~ornia Edison Company (SCE) 

rimary reco~endation that the 
estimates tor Southern 

s a proxy. SOO&E points out that 
ORA has presu:med that the SDG&E and the SCE sy$telnS must ):)e similar 
without lnaking any stUdy ot th actual equipment used :by the two 
electric distribution systems. DRA's witness on marginal costs 
acknowledged that he did not ow it the SDG&E and SCE systems use 
different types of ~anstorm s, operate at different primary 
voltage levels, and employ d tferent desiqned maximum voltage 
d.rops. 

SDG&E submits tha the burden is upon DRA to show that 
SDG&E and SCE incur the e, or very close to the Salll.e, costs. 
The burden is not upon SDG E to show otherwise. Until ORA 
justities the use ot SCE ,S a surrogate, SDG&E maintains that the 
ORA pr~ recommenaatio~ must be rejected. 

SDG&E also argqes that ORA.'s secondary recommendation 
should be rejected. ORA recoqnized that the Commission might 
prefer not to use estim tes derived for SCE as a proxy for SDG&E 
estimates and recommend d that the Commission carry over the 
customer cost estimate adopted in last year's ECAC decision. 
However, SDG&E observe that those estimates include the cost of 
meters and service aro s but exclude transformers. SDG&E also 
points out that even ough ORA's secondaryreeommendation excludes 
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transformer cost,. it is higher than the prilnary reco'mlllendtion 
which consists 70% of transformer costs. SOG&E submits/that this 
discrepancy between ORA' s pr~ry and secondary reco~ndations. 
shows that DRA's recommendations are resUlt-orienteo/rather than 
accurate marginal cost estimations. 1'. 

Apart from 'rSM estimates, SDG&E has al?Ocated some 
portion of the common distril:>ution system betweC)tl the hiqh side of 
the final line transformer and the sUbstation 0 marginal customer 
costs. ORA hac allocated no common distribu on costs to marqinal 
customer costs. 

SDG&E allocated to customer cost 25% of the energized 
e~ipment and 50% of the non-energized e~ipment of the ~ommon 
distribution system. These allocation p rcentages are SDG&E's best 
estimates of the appropriate allocatio 
between demand and customer.. While 
aami ttedly round numbers, SOG&E arqu 
better than ORA's estimate of zero • 
Boo J2BA PrQposed, Barqinal COsj:s 

of common distrib~tion cost 
se percentaqes are 
that they are demonstrably 

ORA argues that the Co ission should not adopt SOG&E's 
marginal customer costs because d~r the EPMC method they would 
increase residential rates by 1 % and would deerease larqe 
commercial and industrial rate by about 25%. ORA urges the 
commission not to adopt a mar inal cost study that would result in 
such drastic revenue allocat'on changes without very good evidence. 

DRA contends that '!:he evidence of marqinal customer costs 
Offered by SDG&E is suspe because the numbers are much hiqher 
than the estimates adopte last year and the marginal costs ORA has 
estimated for SCE. Aeco 
FERC Accounts 368, 369, 

inq to ORA, a comparison of 'I'SM costs in 
d 370 for SOG&E and SCE shows that 

SOO&E'5 estilnated custo er costs are :much higher than the estimates 
tor SCE. ORA also ODS rYes that the difference in SDG&E and SCE 
marginal is peculiar since the recorded rate base 
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/ 
two 

utilities. 
costs for these same FERC accounts are nearly the samezo the 

Until the differences between the two utilit'es are 
explained, ORA maintains that the Commission should n t adopt 
SOG&E's customer costs because of the impaet these timates would 
have on revenue allocation. ORA. recommends instea that the 
Co~ssion use as a proxy tor SOG&E the customer ost estimates 
that ORA has derived tor Sc:E. Alternatively, 0 states that the 

commission could use the same customer costs a 
ECAC. 
C.. ggur" s tto.Pow Marginal Costfi 

U~ recommends that ORA's TSM es lmates for marginal 
customer costs should be ,adopted by the Co~ission. UCAN further 
recommends that incremental customer cos~ should be reduced by 
29% in estimating marginal customer cos~. 

UCAN states that SOG&E's estipates of new customer costs 
appears sisnificantly overstated. OCAN pOints to ORA's comparison 

, , 
o~ SOG&E and SCE est~mates of customer costs by ?ERe account as 

I 
good reason to doubt SDG&E's margi~ customer costs. Before the 
commission should approve SOG&E's customer costs, UCAN believes 
that .a cost review of SOG&E's entlke distrlbution system should :be 
undertaken. I 

UCAN also offers seve~l refinements to the marginal 
I 

costs caleulated by SOG&E and ORA. First, UCAN states that 
incremental eustomer costs shduld be reduced by 29%. UCAN believes 
this is appropriate because JnlY new eustomers should pay the 
incremental costs ot aecess/to SOG&E's system. UCAN believes that 
existinq custome:-s should not be required to pay incremental costs 
but instead should be chaiged with the decremental cost of their 
access equipment. UCAN ~as derived an ineremental/decremental 
~ethod which imputes an/incremental charge tor new,customers and a 
decremental charge for. existing customers~ Tone result of this 
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method is to lower the total revenue requirement tor all customer 
costs by 29%. 

UCAN also recommends that the marqinal generation . 
capacity cost should be increased by 1S% to retlect the utility's 

I 
maintenance of an adequate reserve margin to· provide r iable 
service to customers. Since SOG&E currently maintain a 15% 
reserve marqin, UCAN proposes that the generation ca acity costs 
should be multiplied by 1.15. 

UCAN further points out that customer 
different requirements on the utility generatio 
different reliability needs. For example, bas 

system and have 
oad customers will 

impose qreater reserve requirements on the sy em than will 
custo~ers with more peaked load shapes. Als·, residential 
customers may have a lower value for reli lity than do commercial 
and industrial customers. UCAN believes at these matters should· 
be given further study and consideration 'n marqinal cost 
calculations before full EPMC is implem ted by the Commission • 
"D. FEA Proposed Marginal costs 

FEA would allocate capacity costs among customer classes 
in a different manner than SOG&E and RA have allocated them. FEA 
states that the correct way to all te capacity costs is allocate 
them based upon customer class dem ds and not by customer class 
kilowatthours. FEA points out th t SDG&E agrees that FEA's method 
for alloea.tinq capacity costs. is an impX'ovement ot the lO.ethoQ used 
by both the company and ORA in is ECAC proceedinq .. 

FEA further recommen that SDG&E's customer costs should 
be adopted by the Commission. FEA believes that SOG&E's.customer 
costs are superior since they are based upon a detailed analysis of 
SDG&E's system, while ORA's osts are based upon costs derived for 
SCE: Also, FEA points out at DRA's costs iqnore common 
distribution costs, some ot. which FEA believes are properly 
included as customer costs ' 
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In summary, rEA recommends adoption of DRA energy costs, 
SOG&E customer costs, and the FEA capacity costs. 
E. AllianC3 Proposed MarginAl costs 

The Alliance used ORA's customer costs as a conserva 
estimate ot TSM costs. However, the Alliance includes SOG&E"s 
allocation ot common distribution costs in customer costs the 
Alliance believes they are not duplicative of other custo er costs 
and are properly assiqnable t~ a customer class. 

The Alliance also- recommends the 
method used. by PEA. 
F. Acl<mt~ MarginAl Cosy 

We will adopt SOG&E's marqinal costs m tied in several 
respeets as recommend.ed. by intervenors. First, e adopt 'O'CAN's 
incremental/decremental method for reducinq th customer cost 
revenue requirement ~y 29%. Second, we adopt 
multiply qener~tion costs by 1.15 t~ refle SOG&E's maintenance of 
a 15% reserve marqin. Finally, we adopt e capacity allocation 
method recommended by FEA and the Allianc • 

The concerns of DRA and other arties reqarainq the 
disparity between marqinal costs by account for SDG&E and SCE 
are not SUfficient reason to reject S &E's marqinal cost stUdy. 
S:oG&E's study is the only one sUbmit ed on this record. wh.ich 
purports to estimate SDG&E's marC]' costs. The critics of 
SOG&E's marginal cost estimates concerned about the resulting 
revenue allocation under a tull MC method. Any doubts one may 
have about the valid.ity of the ~opted. marginal costs can be 
considered when the revenue al ocation among customer classes is 
made. In other words, the re ults of the adopted marginal cost 
study can be mitigated by th use of caps and other constraints on 
a full EPMC allocation. Tll~, the results of applying a particular 
marqinal cost study are no a good reason to, reject the' study 
itself. A marginal cost s udy should ~e evaluated by the manner in 
which costs are assiqned 0 customer classes and the estimation or 
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those costs. We find that SDG&E's marginal cost study is the best 
evidence on this record of the marginal costs for its system. 
SDG&E's assignment of costs and estima~ion from actual work or 
is clearly superior to the ORA.' s SCE proxy and the marginal sts 
adopted in last year's ECAC proceeding. 

The three modifications to SDG&E's marginal cos s that we 
adopt all improve the accuracy of c~st estimates or the lloeation 
among the customer classes. 'creAN's incremental/deere ntal 
adj ustlUent to customer costs is a more accurate est' tion of costs 
imposed by existing and new custom.ers. 'OCAN"s 1.15 multiplier of 
generation or production costs also better retlec the utility's 
cost of maintaining a reserve margin. And the F /Alliance 
capacity allocation method allocates capacity 
customer classes based upon customer demand r er than energy 
consumed. rEA and the Alliance have shown at their methodolo9Y 
results in more precise allocations of cap ity costs. 

We expect that SOG&E's marginal)lcosts will be examined 
more tully in the upcoming general rat~/d'ase. The marginal costs 
we adopt here reflect the best evidenc7~on this record. They are 
not intended to be a definitive statement of how SDG&E's marginal 
costs should be ealculated or what ey ideally should be. The 
marginal cost revenues are shown on able 3 with. the adopted 
revenue allocation. 

v.. BWenw: Allocation 

/ 
Having taken the bOljt step of adopting a new set of 

marginal costs tor SOG&E, we row consider the need to constrain a 
full EPMC revenue allocation/based upon the adopted marginal costs. 
It unconstrained, a full EP~C revenue allocation would result in 
large reductions to all cuJtomer classes apart from the residential 
class and the agriculturai class which would receive increases as , , 
shown on Table 3. We ~Ul adopt a ca?~ no rate increases 1n the 
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context of a substantial revenue deere~.e ~s cap el~nate~ 
the problem of explaininq a rate increase to residential cus}~ers 
wben overa.ll revenues are decreased. At the same time, iy"llows 
sUbstantia.l movement of the other customer classes towaros marginal . / 
costs as the entire decrease is allocated to those cla9Ses. The 
NNo Rate IncreaseW allocation also is shown on Table 

, 

8 SOG&E and DRA reeommended caps of a minimum 2.5% decrease for 
all classes. This miriimum 2.5% decrease may be adopted if the 
total revenue decreade is substantially increased due to reductions 
in SDG&E' s base ratoo.. PEA and the Alliance reconrmended caps of 
10.0% and 4.5% incr~ases for the residential cla.ss. UCAN proposed 
a cap o~ 1% less ~an the system average decrease. Tbe Hospitals 
recom:nended a no ite increase cap. , . 
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We also adopt UCAN's proposal that the reserve 
requirements and the reliability needs based upon value of service /' 
for the different customer classes should be studiec:l in the 1989 'I'Y 
General Rate Case. SUch studies will allow for qreater 
c:litferentiation of capacity values and qreater unbundling. 

v _ ReYCDUe Allgcation 

Having taken the bold step of adopting a ~w set of 
marginal-costs for SDG&E, we now consider the need/to constrain a 
full EPMC revenue allocation based upon the adopt'ed marginal costs. 
If unconstrained, a full EPMC revenue allocat}d'n would result in . 
large reductions to all customer classes ap~ ~rom the residential 
class and the agricultural class which wou~· receive increases as 
shown in Appendix c. We will adopt a cap/Of a minimum $.0% rate 
c:lecrease for all customer classes. Th~ cap· ensures that all 
customers will receive a rate decreasefwhen overall revenues are 
decreased. At the same time, it alliws substantial movement of the 
customer classes towards marginal c6sts. The revenue allocation 
also is shown in Appendix C. I' 

SOG&E also proposes talcap. the revenue decrease to· 
I 

Schedule AD to 2.5%. Under alull EPMC revenue allocation, the AD 
customers would receive a 21..13% decrease. SOG&E points out that 
this schedule for general se'rviee demand-metered customers, which 
has no time-of-use rates, IJas closed by the commission in last 
year's ECAC decision, 0.&7-01-051. To encourage the ~emaining 
customers on Schedule Atftomiqrate to time-of-use schedules, SOG&E 
would constrain the app'lication of full EPMC to prevent a large 

.• I reduet10n ~n the AD ~stomer's average rate. SOG&E observes that 
this year only 44 customers out of some· 8,000 have chosen to· move 
to SChedule AL-TOU./ SOG&E believes that a greater incentive to 
migrate is needed} 
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vx. Bate Desicm 

Through A.S7-04-0~S.SOG&E has asked the Commission to 
make three major changes to the rate schedules for its large 
commercial and industrial customers. First, SDG&E has proposed 

I 

what it ~lieves are unbundled, cost-based rates for th~large 
commercial and industrial class. second, SDG&E has pr9,Posed that 
its tariffs for standby and interruptible standby se ice furnished 
to self-qenerators be revised so that the company ill recover the 
cost of maintaininq capacity to serve customers ith self
generation facilities.. 'rhird, SDG&E seeks to odify its PG-QF 
(Parallel Generation-Cogeneration or Power 
limit the schedule to new customers who a . not demand metered and 
whose demands are 20 kW or less. This ange is intended to close 
·the PC-QF schedule to new demand-mete d commercial and industrial 
cus~omers with relatively large loa (20 to 500 kw). 

SDG&E states it has re sted these changes so that its 
rates will recover capacity cos in capacity charges and will 
recover energy costs in enerqy Charqes. SDG&E asserts that the 
existing rate structure, in 'ch capacity costs are recovered in 
energy charges, makes misal ocation of resources a certainty and 
provides encouragement tor inefficient enerqy generation. SDG&E 
claims that the present -'rotr and A6-'rOU schedules force large 
commercial and industri 
subsidize commercial a d 
factors. 

customers with high load factors to 
industrial customers with low load 

ts that there are fmportant reasons for t.~e 
Commission to act ow in reforming the rate structure.. First, 
SDG&E states big load factor customers will continue to shift to 
self qeneration s they recoqnize that they are paying energy rates 
that recover n only the marginal costs of enerqy and capacity 
incurred }:)y S &E to serve them, }:)ut also the cost of su}:)sidizing 

ial and industrial customers. Second, SDG&E maintains 
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that customers are making economic decisions based upon a rate j. 
strueture that does not properly reflect SDG&E's cost of service 

To faci~itate rapid reformatio~ of the commercial an" 
industrial rate structure, SDG&E entered into an agreement wi 
ORA, the Alliance, the FEA, the Hospitals9 , and the MinPros ith 
respect to most of the major issues concerning the propos Q 

industrial rate structure. The other parties, UCAN and;the City, 
were aware of this aqreement but chose not to participate. The 
a~eement has been· identified as late-filed Exhibit~9 and was 
racei ved by the Ad:ministrati ve Law Judge on Nov~r 9, 19S~7. 

The principal areas on which aqreem.en as been reached 
are as follows: 

Retail Schedule 

CUstomer charges Should be $20 
served on Schedule AL-TOU and 
customers served on Schedule 

or customers 
600 for 

6-TOU. 

A non-coincident max~um d nd charge ratchet 
should be employed instea of a contract demand 
charge •• 

'rhe level of the ~ demand charge should 
be differentiated by v. ltage levels with 

9 The Hospitals suppo the agreement with one exception. The 
Hospitals state that the rimary and the secondary on-peak demand 
charges should not be same. The Hospitals suggest that the 
primary on-peak demand harqe could be lowered to 50% between the 
secondary and transmis ion levels. The ALJ agrees that the primary 
and secondary rates S ould he differentiated but is reluetant to 
adjust the stipulate figures without comments from the other 
signatories to the greement. The Al,;J quite frankly does not know 
whether the other arties would regard the Hospitals' proposal as 
what Alliance wi ss Father Joe carroll described as a venial sin 
or a mortal sin. Therefore, the parties should comment on the 
Hospitals' sugqe tion and propose alternative adjustments of the 
primary on-peak demand charge as exceptions to the ALJ proposed 
decision w1th e unaerstandinq that alternatives not related in 
some manner t the eVidentiary record will not be blessed • 
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secondary defined as under 2KV, primary as 2KV 
to 24. 99KV, and transmission as above 2SlW. 

An on-peak demand charge should be imposed 
without a ratchet. Separate charges should be 
established tor the summer and winter periods. 

The on-peak demand charge should be applied 
during the summer and winter periods as they 
are currently defined in SChedules AL-TO'O' and 
A6-TO'O'. 

The new charges, excluding service 'and stan 
charges, should be subject to a rate limit 
16 cents/kwhr. 

The optional ti.lD.e-o·f-use schedules, AO 
A06-TO'O', shoUld be closed to new cus mers 
effective July 1, 1983. 

standby Schedule 

All waivers on the existing s 
should be eliminated • 

A separate standby charge ased on the non
coincident demand charge hould be applied in 
addition to the rates 0 the new schedules. 

The regular retail s 
m.axl.mwn deInalld charg 
amount not to· excee 
amount whenever th 
operated. 

edule'non-coincident 
should be reduced by an 

the contracted standby 
customer's generator is not 

A rate limiter pplieable to the monthly 
charges bille at the on-peak demand charge and 
on-peak ener rates should be established for 
customers . g standby service. 

ould be made for distribution 
ro~ cogenerators. 

Schedu ed maintenance should· not be subj'ect to 
on-pe~ demand charges provided that the 
maint:'enance schedule has been agreed to. by the 
uti ty. 
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~here are four significant areas on which agreement was 
not reached. 

':the specific maximum d.emand. charqe .and. ratchet 
level that should be imposed. ~ agreement was 
reached only on the upper and. lower bound.s of 
these charges. ' 

The level o1! the winter standl:ly on-peak demand 
and. energy rate limiter. 

the standl:ly sched.ule. 

The period for which Schedule PG-QF should 
remain open. (All parties agreed the sch~ule 
should :be closed, but urged. that closure/be 
deferred. tor periods ranging from six mQhths 
(SOO&E) to two years (the other parti ) .) 

We adopt the agreement submitted as ate-filed. Exhibit 
69. We recognize that both SDG&E and the 0 er parties have made 
important sacrifices to achieve this comp mise. 1.0 We now turn to 
the remaining areas of disagreement on e commercial and 
-industrial rate structure. 
A.. The N<m=C2incident DelIMg Charge 

The parties aqrce that a on-coincident demand charge 
should ~ imposed. ?:hey disagree n the appropriate level of this 
charge. SOG&E proposes a charge o1! $4.05 per kw of demand at the 
secondary level, $3.22 per kw the primary level, and $l.35 per 
kW at the transmission level. SOG&E states that its proposed 
charges are derived. trom the company's marginal costs ot 
distribution as presented the NOI tor the 1989 General Rate 
Case. For example,. the N distribution dom.and. fiqure of $4.28 

10 SOG&E has with awn from this proceeding its concept of a 
contract demand charge which SOG&E :believed would have qiven 
commerei~l and industrial customers an important element of control 
over their charqes • 
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secondary was aetlated by SOG&E to arrive at a 19S~ lev~l of $4.05. 
SDG&£ further observes that the $4.0~ is a compromise as the 
marqinal cost of distribution is estimated at $7.69 per kw. 

SOG&E points out that its proposed charge would not recover 
per kw of fixed cost. 

The other parties propose ehar~es ot $3.17 per kw. 
(secondary), $2.52 per kw (primary), and $1.06 per kw 

(translllission). The Alliance points out that SDG&E' s 0 iginal 
concept of a contract demand charge would have been p ased in over 
a twenty-four month period, beqinninq with a $2 per cb.arqe and 
endinq with a eharqe of $6.85 per kw. Ttl.e Allian e contested the 
basis for the $6.85 per kw charge and opposed. . s adoption l:Iefore 
the tull development ot marqinal cost studies in SDG&E's upcominq 
qeneral rate case _ The Alliance urqes the om:mission to move 
cautiously until it does review SDG&E's sts in the qeneral rate 
ease. The Alliance points out that i proposed $3.17 charqe 
exceeds SDG&E's oriqinal proposal 0 a $Z.OO contract demand charge 
tor the ~irst twelve months ot th phase-in period. 

The Hospitals state t approval ot the $3.17 lnaximum 
demand charqe is the larqest ep towards unbundled rates which 
should be und.ertaken at thi time. The S:ospitals argue that the 
Commission's adoption ot e higher char~es proposed by SDG&E may 
result in the Commissio havinq tolPundo" the adopted. rate 
structure in the upco q general rate case. The Hospitals sul:lmit 
that the level ot c arges proposed by a:l parties other than SOG&E 
is similar to the evels adopted. by the Com:mission tor PG&E and 
suggested tor option by SCE and ORA in SCE's pendinq general rate 
ease. 

W will ad.opt the non-coincident demand charges of $3.17 
per kW' (s condary), $2.52 per kw (primary), and $1 .. 06 per kw 

We adopt the lower set ot dem~d charges proposed 
by al parties other than SOG&E because we preter to move gradually 
tow~d.s the complete recovery ot SDG&E's estimated tixed costs in 
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fixed charges. These costs will be more closely examined. in 'the 
general rate case. We will not leap to SOG&E's higher charge~ 
until· we have looked at the underlyinq costs 
case. 

SDG&E and the other parties to- the aqreement 
disaqree as to- the ratchet to- be applied to the non- oincident 
Clemand charge.. The pw:pose o~ a ratehet in the r emakinq context 
is *to improve the price siqnal to seasonal and ntermittent 
customers. * (Prepared Testimony of Paul Clan , Exhibit 64, page 
4-7.) SDG&E has proposed a ruchet o·! 75% ile the other parties 
propose a ratchet of 50%. 

SDG&E argues that a 50% ratch will provide only token 
recovery of cost from intermittent omers. SDC&E originally 
proposed a 100% ratchet in its contr load charge but in the 
spirit of compromise has lowered i recommended ratchet to· 75%. 
Below the level of 75%, SDG&E bel 'eves that the responsibility for 
the recovery of marginal distr tion costs is unfairly shifted 
from intermittent customers, w 0- created these costs, to other 
customers. 

As noted by the A iance, the record does not address the 
specific issue of a 50% r chet vs a 75% ratchet. Lacking any 
e· ... idence on this issue, conservative ratchet of 
510% to :be consistent w' our statecl goal of deliberate. and careful 
movement towards unQ dled rates. 
B. w· 

In the ~~eement, all parties have agreed that a standby' 
rate limiter of ~.~7 per kwh should be applied to on-peak demand 
and energy charges for the summer period.. SOG&E believes this same 
$0.67 lilniter ould. apply during the winter period. 'rne other 

e agreement propose a lower winter standby rate 
0 .. 26· per kwh • 
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SOG&E agrees in principle that a winter limiter is 
appropriate. However, SDG&E believes that insufficient study has 
been done to arrive at a specific winter level. 

The Alliance states that all parties have rec~ize 
their rate designs that SDC&E is a summer peaking utility 
allocated greater costs to the summer period than to the 
period.. For example, the S1.llDm.er on-peak demand charge for the 
summer are significantly higher than the winter on- ak demand 
charges. The Alliance submits that to' ignore thi seasonal costing 
rela~ionship would be contrary to cost-based r es and price 
signals. 

We aqree with the Alliance that 
design appropriately differentiates betw 
during the SUlDlner and winter seasons, t e 
should reflect a seasonal difference. We 
standby rate limiter of $0.26 per 
c. credit :tor COntril:>utions to 

I2istribution FacilWes 

nce the adopted rate 
n SDG&E's Cost of service 
standby rate limiters 
adopt the lower winter 

In some instances, S E's cogeneration customers pay for 
a portion of their distributio system... These contributions, made 
under Rule 21, are intended ' cover installation and O~ costs not 
normally incurred by the ut lity. This practice then ensures that 
a customer's special requ" ements are met by that customer rather 
than borne by the custom r body as a whole. The cogenerators have 
asked that they be giv . a credit against their noncoincident 

asis of their facilities payments. since 
the noncoincident d d charges are intended t~ collect normal 
distribution costs and the cost of the additional special 
facilities servi coqenerators is excluded, a credit would 
qenerally be tm oper. However, SDG&E recoq,nizes that in rare 
cases a custom r also may pay for a portion of its normal 
facilities a a part ot a special fee. In this event, SOG&E is 
willinq to- eeoqnize a CJ:'eciit ot $O.l.O/kw • 
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The Alliance states that all. other parties to the 
agreement have agreed that a $0.50 credit is fully supportable. 
Thle Alliance point~ out that a stanQl:)y customer under Rule 15 is. 
required. to pay for 100 percent of the required facilities. In 
contrast, full requirements customers receive free allowances 
tOlllards the same tacilities. Since the noncoincident demand 
ch'U'ges are designed to pay for distribution-related costs, s 
customers could be paying twice for facilities already pai for 
under Rule 15. The Alliance points out that a eredit 0 $l.OO/kw 

ha:; been adopted for PG&E. 
credit is\conservative and should be selected 
amount of $O.lO/kw. 

We will adopt a credit of $0.50/kw. 
credit of $l.OO/kw as a reference, the $0.50 

the PG&E 

reasona))le. We also note test:i.:mony by the liance's witness on 
standby rates that he bas calculated cred' s of about $0.70/kW for 
two san Diego facilities • 
D. Closing schedule PG=9F 

SDG&E and ORA agree that S is a *giveaway* 
which *should go away* because Nne is a very bad 
idea.· However, they disagree as to how long 'the schedule should 
rellW.in open. SOG&E urges that -QF should be closed' within six 
months. ORA and other partie to the agreement recomxnend closure 
in two years. 

Schedule PG-QF w s instituted. for facilities with output 
of 100 kW or less. This chedule allows small cogeneration systems 
to produce ther.mal loa at times when their electric loads are 
less than the output ! their systems. The coqenerator may cred;t 
the excess elec:tl:'ic' y produced at these times against consu;nption 
during other perio s when the site's electric load exceeds the 
power-qeneratinq capacity. 

SDG& states that it tiled Advice Letter 701-E on March 
10 I 1987 requ sting revision of PG-QF. Thus, SDG&E maintains that 
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if the new commercial and industrial rates become effective on 
January 1, 1988, and PG-QF is closed. six lnonths thereafter, / 
custOlners will have had at least fifteen lnonths to brinq ne~ 
coqeneration projects on-line. SOG&E sublnits that to allo.w the 
schedule to remain open for a lonqer period will SimPl~COUrage 
developers to sell as ~any new projects as poss~le Qefore the 
curtain falls. / 

'the Alliance arques that the longer pe od of two years 
should be allowed because there are several pr jects under 
development which could be affected by clo$ e of the schedule in a 
shorter time. The Alliance asserts that e development and. the 
implementation of small c0generation sys ems can take as long as 
two' years. 

We are sympathetic to the 
industry but believe that a period 

eds of the small cogeneration 
one year should be sufficient 

to bring existinq projects under development on-line. While ' 
SDG~icE's advice letter filinq wai'not an official pronouncement by 

the Commission, it was suffici®t notice that closure of the 
schedule would be pursued b~e utility. We are not willing to 
hold this schedule open for wo years qiven the agreement by SOG&E 
and ORA that the schedule' energy netting' provision is a bad idea 
which should go away as s;5on as pOSSible. We believe a one year 
period gives adequate notice of the impendinq tariff chanqe to 
customers and to devel~ers. 

We also app~ove the request of all parties that Schedule 
PG-QF apply to third/;t>arty situations. 
E.. EC'AC Rate Design Issues 

Most Of/thiS consolidated proceeding was devoted to' the 
extraordinary rate restructurinq proposed in A.S7-04-01S for the 

and industrial customers. 'there are two remaininq 

- 31 -



•• 

• 

• 

A.S7-04-01S, A.S7-07-009 ALJ/RLW/tcg 

rate design issues11 raised in the ECAC A.S1-01-009 regarding 
imposition of a residential customer charge and an increase in the 
non-coincident demand charge for Schedule AD customers.. // 

1. Residential CUstomer Charge 
ORA recom:m.ends that the current residential minimum bill 

of $0.16 per day l:>e replaced with a monthly customer ch7r / of 
$4. ~O per month. SDG&E supported thisrecoaendation. 

ORA states that cost of service pricing is rportant to 
send proper price signals to customers, even it those customers 
have no alternative to buying electricity from S~E. ORA believes 
that the residential class shoulc1 join the mov~nt towards cost
based rates. ORA also observes that its proP~~d $4.80 monthly 
charge is well below either embedded or marg' al costs. 

SDG&E states that a e is preferab,le to' a 
minimum bill because it sends a more ac 
customer. unlike a minimum bill, the 

ate price signal to, the 
stomer charge applies 

uniformly to all customers regardless;ot usage and there tore more 
accurately reflects marginal costs ~posed by each customer 
regardless of usage. While some 19W usage customers may see their 
bills increase because of a cust~er charge, SOG&E maintains that 
other customers will see a dt.er ase because the customer charge 
would. reduee the energy rate. 

UCAN strongly oppo es the proposed residential customer 
charge. UCAN asserts that;' customer charge based upon incremental 
costs would overcharge exi~ting customers whose true marginal costs 

I . 
ar~ much lower. ~CAN :u~er argues th~t customer co~ts are not 
un~form among res~dent~l customers. F~nally, UCAN contends that 

I 
residential customers t use more energy will be subsidized by 

customers with lower energy demands if a residential customer 

11 DRA. agree with SDG&E's proposaJ. to raise the Schedule A 
customer ~ from $2.20 per month to $5.00 per month • 
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charge is imposed. UCAN suggests that a moderate increase in the 
minimum bill is preferable if mandatory collection of additional 
customer costs is deemed necessary. 

The City also opposes the ORA proposed residential 
customer charqe. The City generally opposes the concept 
quaranteeinq to SOG&E more revenue in fixed charges. I a 
residential customer charge is approved, the City st es the 
revenue from this charge must be included in the b 
rate calculation, as affirmed by ORA's witness. 

We do not doubt that more refined 
be developed tor the residential class. Howe er, we will adopt the 
proposed $4.80 charge as it is below both edded and marginal 
costs tor residential customers. The im 
customer eh.arge is consistent with our 

ition of a residential 
vement of all other 

customer classes towards unbundled cos based rates. The revenue 
from this charge is to be included 

2 _ Increase of' Schedul.o 
AD De:r@nd....Qlarge 

SChedule AD is one of 0 schedules for the Small and 
Intermediate Commerci~l and Ind trial Class. CUstomers whose 
monthly peak demands fall b~tw en 20 kw and 500 )a.r are served under 
this schedule .. 

Schedule AD eonsi of a $lO.OO customer charge, a 
$4.00/lcw demand charge, axr per kwh ener9Y rates.. SOG&E proposes 
to raise the demand charge to $S.OOlkw as the current demand charge 
is far below the combin~ marginal costs of generation, 
transmission and distr' ution. SOG&E also believes that the slight 
increase in the deman charge will qive a price signal to AD 
customers to mi9rat to time-of-use schedules. 

ORA stat that an increase of the demand eharg-e is not 
necessary to indu miqration from SChedule AD to other schedules 
with time-Of1ate... DRA. sUbmits .tho.t thehig!l.er average rate 
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the eateqo~ics o~ steam, nuclear, and hydr~ were within 10% o~ ~ 
SDG&E-owned resources.. EVen when compared to this subset, SD(;'&E's 
fuel and purehased power expense was 18-143% higher than th~ 
average. ~he remaining operations and maintenance exPe~ was 
27-54% ~ove the averaqe. ~ 

~e Alliance also investig~ted SOG&E'S cl~ that low 
I 

customer sales have cau$e~ higher rate levels. ~e~e the Alliance 
examined expense levels on a dollar per kilow31trbaSis. Again, the 
Alliance's results show that SDG&E is above ~e average when 
compared to the other utilities. ~ 

The Alliance o~serves that a u "ity's rates retlect 
operating expenses, taxes, and a return/on capital.. On an 
individual basis, SOG&E ranks high in;a'll of these areas. When 
taken toqether, SDG&E's rates become/the highest in the country. 
The Alliance recommends that the ,o'mmission closely scrutinize all 
of SOG&E's revenue requirement ~ense items in an effort to· 
control SDG&E's costs and the ~~ultinq bills to· all Customers.. We 
will do so in SDG&E's upcOmin~general rate case. 

i. 

VIIJ:. C09rd.ini~on with oth~r PX'oce,slings 

. I' , 
We are uS1ng the present offset rate proeeed1ng as a 

forum to implement ra']l design policy.. In order to desi9Xl rates we 
must compile company~evenues from all rate elements, inc~uding 
base rates and MAAc/~ates, not just offset revenues .. 

Because)thiS situation is new, we are faced with the need 
to determine the~ppropriate base rate revenues for rate design 
purposes. If ba.se rates are lett unchanged,. then base rate 
revenues Will;t~ceed the ERAM marqin authorized in the utility'S 
most recent general rate case, due to increases in sales since that 
time. ~o a;loid this overcollection in the ERAM account,. and 
because a ew adopted sales forecast is now available, we elect to 
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U%lcl4~ Schedule AD is ~ su~~icient incentive for customers to 
mig::ate. 

We approve the small increase in the demand charge 
$S.OO/kw. 'Xhe increase is modest when measured aqainst the 
lI1arqinal costs for the customer class. We note that SDG&E h s 
withdrawn its restriction on the n\JlXlber o~ customers that 
from SChedule AD in a qiven year so that customers that 
to :migrate because of the hiqher demand charqe are 
from moving to another schedule. 

The adopted rates are shown as Tables 4, , and 6. 

TABLE 4 
ADOPTED RAXES -- NON-T 

-------------------------------------,.----------------------.. · : 
: CUStomer : Demand : : Energy : Energy : 
: Charge : Charge (Base) : (Offset) : Total : 
: (SIMo) : (S/KW-Mo) (S/l<WH): (S/KWH) : (S/:K"..rH) : : Schedule ---.. .. · ... 

:Residential : 
: Baseline : 
: Non-Baseline: 
: .. .. 
:A · .. 
· · · · :A.O .. .. .. · .. .. 
:PA .. · : · .. ,-

- -------- ft_ __=_. ___________________ __ 
.. .. 

4.80 : .. . .. . .. .. 
5.00 : 

lO .. OO 

8 .. 0~ 

. ... ... .. .. ... .. 
: · ... : ... .. .. 0 .. 06799 .. 0.00068 .. 0.0686,7 · .. · : · 0.08593 .. 0.06669 ., 

0.l5262, : · · · .. · · .. ... .. · .. .. 0.08S7l · O.027l3 : 0 .. ll58': ... .. .. .. .. .. .. .. · .. .. .. 
5 .. 00 -, 0.04950 .. 0 .. 027l3 .. 0.07673 ... · ... .. . .. .. ... · · .. : 
0.00 : 0.07l09 : 0.027l3 .. 0.09822 : .. - .. : .. .. .. _._-----------------= --------- --

- 34 -



• 

• 

• 

f/ ,., 

.. 
A.S7-04-01S; A.87-07-009 A,IJ/uw/tcr; * 

" 

/( 
use only the general rate case adopted base rateJrevenues (margin) 

~, 

fo,r rate design purposes. /' 
Tohe effect on base rate revenues is ~een at lines 1 and 2' 

1'''' 

of the table in Appendix B. /,' 

When SOG&E and other utilitie7'implement rate Qesign 
changes in future offset proceedings, /~ey should revise base rates 
to reflect recovery of authorized base revenue amounts using most 

J', 

recently adopted sales forecasts. /Because resetting of :base rates 
may be an issue in I.S6-10-001, ~~~ invite utility testimony on the 
issue in that investigation. ~{ 

t' • 

.rJ.nSlings or Fact If , ' 
/, 

1. SOG&E's 'fuel and pUrchased power forecast for the period 
t 

November 1, 19S7 - October/31, 1988 is based upon more recent data 
than ORA's forecast. I:' . 

! 
2. 'Xhe ECAC, AE:R ",and ERAM rate c::hanges together produce a 

total revenue reductiorl'ot $72.3 million. 
" 3. SDG&E currently is paying Alamito for 100 MW of capacity 

I' ' 

although its ECAC forecast reflects payment for 400 MW ot capacity.' 
r 

4. SDG&E has:'tiled a complaint with FERC regarding the 
/" ' 

capacity payment that should be made to Alamito. 
5. orne ouieome oi the FERC litigation is unknown and cannot 

,~ 

be predicted with any deqree of confidence. 
6. It ~e' Alamito capacity payment is not made subject to, . . 

100% ECAC ba!ancing account treatment, SOG&E will recover in the 
1'1' .. -

AER $~,863,~00 for payments that it may not be required by ?ERe to 
I" 

make to Al.amito. 
7. ,/A 100% ECAC balancing account treatment for the withheld 

Al~ito Capacity payment and associated interest payments will r,: 
ensure;rnat neither ratepayers nor shareholders are penalized by 
the outcome ot the FERC litigation. 

I,' 
is. SOG&E has requested. permission to adjust the AER by 

; , 

adviCe letter to reflect the Commission's eventual decision 
/. 

rjSinq the qas rate structure in A.86-06-00~ • 
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has not had the opportunity to argue the issue in this casel UJ.d, 
when considered in conjunction with the utility's pendin~eneral 
rate proceeding, this will afford SOC&E's ratepayers a m'odest 
improvement in rate stability. 

However, in I~S6-10-001 or the ,next time a ew electric 
sales forecast is litiqatea"whichever opportunity omes first, we 
invite utility testimony on this issue. 

All of the adopted revenue changes i 
presently authorized rate desiqn are shown on e table in Appendix 
B. 'l'he effect of sales changes to- base r~t revenues is shown on 
lines 1 and 2 ~f the table. The adopt7e' 'tes are set forth in 
Appendix C. ' 
Findings Of bet 

1. SOG&E's fuel UJ.d purchased wer forecast tor, the period 
November 1, 198'7 - October 31, 1988 s based upon more recent data 
than D~'s !orecast. 

2. The ECAC, AER UJ.d ERAM ate changes toqether produce a 
total revenue reduction of $72. million. 

3. SOG&E currently is ~6ing Alamito for 100 MW of capacity 
although its ECAC forecast rJflects payment for 400 MW of capacity. 

4. SOG&:E has tiled. ¥complaint with nRC regarding the 
capacity payment that shou1d be made to Alamito. 

. s.. 'the outcome Of/the FERC litigation is unknown and cannot 
be predicted with any d'qree of contidence. 

6. If the Al~to capacity payment is not made subject t~ 
lOO~t ECAC balancr'n9 ccount treatment, SOC&E will recover in th~ 
AER $S,S63,200 for. payments that it zaynot be required by FERC to 
make to. Alamito .. 

7. A lo~t ECAC balancing account treatment for the withheld 
Alamito capac~y payment and associated interest payments will 
on~~=e that rfeitber ratepayers nor shareholders are penalized by 

'the outcome/o.f the PERC litiqation. 

~ . . 
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9. The AER is intended t~ fix the company's fuel and 
purchased power expense at a single pOint in tilne.. // 

10. Shareholders are t~ absorb any recorded ditfere~ces in 
fuel and purchased power expense from the AER. ~ 

11.. ORA has proposed. that SDG&E's fuel oil inv;ntory be given 
"lump sum" ratemaking treatment equivalent to PZ1Ci 9' the carrying 
cost of fuel oil inventory in the AER. 

12.' ORA's "lump sum" approach would singl. 'out fuel 011 . 

inventory for different ratemaking treatment .. }f 
13. The isolated treatment oftuel oilf1nventory proposed by 

ORA could result in perverse incentives foifutility management t~ 
focus on inventory costs more than othe~nergy costs. 

.---' ~ 

14. SDG&E's marginal cost stud.y ios the only study submitted. 
in this proceeding which purports; t· I'easure the costs of service 
on SDG&E's svstem • 

. 15. 'O'CAN has shown that the j=:Ustomer investment revenue 

:/ 

,/ 

• 

J::"equirement for existing and. neo/cUstomers should,be reduced by 29% 
under an incremental/d.ecrementaa approach.. . ~ 

16.. UCAN has recomJJJ.ende{ that marqinal generation costs ./ 

• 

should be multiplied by l .. lslto reflect SOG&E's maintenance of a 
15% reserve :margin. / 

17.. FEA and the Al~ance have shown that their method of 
allocating capacity costs among the customer classes is more 
accurate than the all~tion method. used by SDG&E and ORA. 

lS. A cap of a;linimum 5.0% rate decrease is appropri~te in 
the context of a subStantial revenue decrease .. 

/ 
19. The reve~e decrease to Schedule AD should not be 

constrained so that this customer group can be moved towards its 
marginal costs.. / 

20.. SDG&Fi and ORA should devise a method whereby standby 
reve"ue 7 cr<>d1 t<>d .t<> the proper customer class • 
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S. SOG&E has requested permission to adju$t the AER by 
advice letter to reflect the Commission's eventual decision 
revising the gas rate structure in A.S6-06-005o. 

9. The AER is intended. to fix the company',s tuel an 
purchased power expense at a single point in tilne. 

10. Shareholders are to absorb any recorded dif 
tuel and purchased power expense trom the AER. 

11. DRA has proposed that SDG&E's tuel oil 

in . 

qiven 
*lump sum* ratemakinq treatment equivalent to pl carryinq 
cost ot fuel oil inventory in the AER. 

12. j)RA's "'lump sum" approach would 5i oil 
inventory tor ~itferent ratemakinq treatme 

13. The isolated treatment ot tuel il inventory proposed by 
DRA could result in perverse incentives lor utility management to 

r energy costs. focus on inventory costs more than 0 

14. SDG&E's marginal cost stu is the only study submitted 
in this. proceeding which purports 0 measure the costs ot service 
on SDG&E's system. 

15. UCAN has shown that e customer investment revenue 
re,quirem.ent tor existing and ew' customers should be reduced by 29% 

under an incremental/decrem. tal approach. 
t6. UCAN has recomme dedtbat ~r9'inal generation costs 

should ~ multiplied by .150 to reflect SOG&E's maintenance of a 
15% reserve marqin. 

17. FEA and the 
allocating capacity 

liance have shown that their method of 
osts amonq the customer classes is more 

location me.thod used by SOG&E and DRA. accurate than. the 
lS. A cap 0 a minimum 5.0% rate decrease is appropriate in 

the context ot substantial revenue decrease. 
19. Thtevenue decrease to Schedule AD should not be 

constrained that this customer qroup<l,ean,~e moved towards 

=9~7 . its 
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. d . th ,/ .. MinPros have entere Ulto an agreement on e rate structure ... or 
large commercial and industrial customers. . ~I 

22. The agreement is a :major step towards UnbUl.'ldiing SDG&E's 
rates and is a reasonable compromise among the si9n~~ries. 

. . $ / d 23. Noneol.nel.dent demand charges or 3.l7 per kW (secon ary), 
$2.S2 per XW (primary), and $l.06 per kW (transnr.{ssion) are 
preterable as they are more consistent with a~adual movement 
towards the recovery of fixed costs in fixea!charges. 

24. A SO% ratchet for the noncoincid/nt demand charge is 
preferable as it is the more eonservati~e~Ch~ice and is consistent 
with a deliberate and careful movemen~owards unbundled rates. 

2S. A winter standby rate limiter of $0.26 per kWh is 
approriate as SDG&E is a summer pe~n9 utility, and greater costs 
should be alloeated to the summe~eriod than to the winter period. 

26. A credit of $O.SO/kW :Ocr distri:bution facilities is /' 
appropriate where customers h}V~ paid for normal distribution 
facilities as part of a speci~l facilities fee.' . 

27. Closure of the ~~F Schedule within eighteen months of 
the effective date of the;adopted rates is sufficient time for 
small cogeneration projects under development to come on-line. 

28. A residentiaifeustomer charge of $4.80 per month is 
consistent with cost~~sed rates as the charge ,is below both 
embedded and margin1 costs. ' 

29. An incre~e of the Schedule AD demand charge from 
I 

$4.00/XW to '$S.OOpkW is a moaest increase when measured against the 
, I 

marginal costs tor the customer class. 
30. The "liance has shown that SOG&:E's costs as compared to 

other utilities' costs are above average in all expense categories 
and that thesfe costs should be closely scrutinized in the upcoming 

I general rate case. --
I . 

3l. ;his order should take effect on the date of issuance so 
that jeViSecl rates, can beCOll!e,~ffectiVe on January 1, 1988 • 
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20. SOG&E and ORA. should devise a method whereby stan 
revenue can be credited to the proper customer class. 

21. SDG&E, ORA, the Alliance,. the FEA, the Hospit 
MinPros have entered into an agreement on the rate s 
large commercial and industrial customers. 

22. The agreement is a maj or step towards 
rates and is a reasonable compromise amonqthe s'gnatories. 

and the 

23. Noncoincident demand charges of $3.1 per kW (secondary), 
$2.52 per leW (primary),. and $1 .. 06 per kW' (tra.nsmission) are 
preferable as they are more consistent~ w. a gradual movement 
towards the recovery ot fixed costs in fi d charges.' 

24. A 50% ratchet tor the noncoin dent demand charge is 
preferable as it is the more conservat~e choice and is consistent 
with a deliberate and earetul movemen"towardS unbundled rates. 

" 25. A winter standby rate lim1~er of $0.26 per XWh is 
~ 

approriate as SOG&E is a summer p~in9 utility, and greater costs 
should be allocated to the summer'period than to the winter period. 

I 
26. A credit ot $O.50/XW~or distribution facilities is 

appropriate where customers h~e paid for normal distribution 
facilities as part of a spe~l facilities 'tee. 

27.. Closure of the ~F $c:hedule within ei.9hteen months of 
the ettective date ot the;'dopted rates is sutticient time tor 
small cogeneration projects under development to· come on-line. 

28. A residentiall customer. charge o·f $4 .. 80 per month is 
. . I . cons1stent wlth cost-based rates as the charge 1S below both J . 

embedded and marginal costs. 
29.. An inerelse of the Schedule AD demand charge from . 

~4.00/XW to $s.oofxw is a modest increase when measured against the 
, I 

marg~~l costs for the customer class. 
30. The;A1liance has shown that SOG&E's costs as compared to 

other utilit~s' costs are above average in all expense categories 
and that th~ costs should be closely scrutinized in the upcoming 

9~r7=~· . 
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32. It is reasonable to revise ~se rates to eOllee~lY the 
• ~ ,iI' 

base revenue amount autborlzed In SDG&E's most recent.?eneral rate 
case, throuqh rates calculated usinq the revised sales forecast 
adopted in this proceedinq. '" 
~9nc:l:o.si2Ds....o" Law / 

1. T.ne withheld Alamito capacity charge/should be given lOO% 
"', 

ECAC balancing account treatment since the a:m.ount of this payment 
is substantial and subject to the outcome ~ litiqation at PERC. , #, 

2. The revenue allocation based upon an EPMC allocation 
constrained by a cap of a minimum 5.0%~ate decrease is a fair 
balancin~ of the need to move' rates towards marqinal costs with the 
need to avoid disruptive rate change;. 

#' 
3 • The aqreement of the pa:z::ties on the basic structure of 

the larqe commercial And indust;fa.l rate schedule is a reasonable 
compromise based upon the evidentiary record in this proceedin~. 

4. The rates ShOwn7" n ~pencIiX C are just and reasonable and 1 
should be adopted. ' " 

I 

" QRDRR 

I 
Therefore, r.r IS ORDJ!:RED that: 

~ 

1. Five days ~ter the effective date of this order, 
san Diego Gas & ElectriC Company (SDG&E) shall file revised tariffs 
eftective January i: 19S5 refl<ecting the rates as shown in Appenclix 
c. I 

~ . 
2. The 30p MW capacity payment and related interest payments 

to }~amito com~y is subject to 100% Ener9Y Cost Adjustment Clause 
1 

,II 
(ECAC) ba anc~q account treatment. 

3. S~E and the Division of Ratepayer Advocates (DRA) shall 
~ 

devise a me~hod for crediting standby revenues to the appropriate 
~ , 

customer cltass. 
4.~ed~le PG-QF shall ~e closed to facilities above 20 kW 

by =j 0', 1989, eiqhteen months from the, effective date, of the 
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31. ~his order shoula take effect on the aate of issuance 0 

that the revisea rates can become e~fective on January 1, 1988 
~Dclusipns of Law 

1. The withheld Al~ito capacity charge shoul~ be 9' en 'lOOt 
ECAC balancing account treatment since the amount of thi paJ"1%1ent 
is substantial ana Subject to the outcome of litigatio at nRC. 

2. The revenue allocation basea upon an EPMC 
constrained by a cap of a minimWll 5-.0% rate decreas is a fair 
balancing of the need to move rates towards marqi al costs with the 
need to avoid disruptive rate changes~ 

3. The agreement of the parties on the asic structure of 
the larqe commercial and industrial rate s d.ule is a reason~le 
co=promise based upon the evidentiary,reco in this proceeding. 

4. ~he rates shown in Appendix C e just and reasonable and 
should be adopted • 

Therefore, :rr IS ORO 
1. Five days after the e of this order and no 

later than December 29, 1987, Diego Gas & Electric Company 
(SDG&E) shall file revisea t riffs effective January 1, 1988 
reflecting the rates as sh in Appendix C. 

2. The 300 MW capa ity payment and related interest payments 
to Alamito Company is s ject to 100% Energy Cost Adjustment Clause 
(ECAC) balancinq acco treatment. 

3. SOG&E and e Division of Ratepayer Advocates (ORA) shall 
devise a method;for editing standby revenues t~ the appropriate 
c::ustolller class. 

4. Schedul PG-QF shall be closed, to facilities above ZO 'kW 

by June 30, 198 , ~~~h~~ monthS from the effective date of the 
adopted rates. The scnedule also shall be revised to apply to 
third party s tuations • 
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J.. .~ 

adopted rates. The schedule also shall be revised to apply t~ 
" . 

third party situations. ", 
5. A credit is $O.SO/kW shall be q~ven to customers that 

for normal distribution facilities in special facilities 
I, ' 

.'''j,~ 
'>. 

have paid 
charqes. 

6. 
" 

" 

Schedules Ao-TOU and A06-TOU shall be closed to' new 
" ' 

customers as of July 1, 1988. i.' 
7. SOG&E and DRA shail study reserve requirements and the 

,r,' 
r€lliability needs based on value/of service for the different 

":', 

customer classes in the 1989 TY General Rate Case. 
S. SOG&E and DRA sha1l'(submit in the 19S9 T'lC General Rate 

" 

Case studies which explain ~hy the companyrs costs and rates are ..., 
high compared to other ut~lities' eost~ of service and rates. 

" This order is e~fective today. 
'\ ~,4 

"~' " at San Francisco, California. Dated 
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5. A credit is $O.SO/kW shall be given to eusto 
/ 
rs that 

have paid for normal distribution facilities in spec' facilities 
charges .. 

6. Schedules AO-TOO and A06-TOU shall be 
customers as of July 1, 1988. 

7. SOG&E and ORA shall study reserve re irements and the 

reliability needs based on vAlue of service or the different 
customer classes in the 1989 TY General Rate Case. 

8. SDC&E and ORA." shall sUl:>mit in t/e 1989 '1'Y General Rate 
Case studies which explain why the comp~:'s costs and rates are 
high compared to other utilities' cost$ of service and rates. 

This order is effective toO y. 
Dated DEC 22 j9S7 , at San Francisco, california. 
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STANLEY \V. HUr..E'IT 
?resident 

DONALD VIAL. 
FREDERlCAR. DUDA 
C. MlTCFriLL ~ 
JOHN. B. OHANIAN 

Commlssiooers 
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S~N O!EGO GAS ~ND ELECiR!C COM~ANY 
Attrltlon Year 1988 • California Jurlsdlctlon 

Revenue Changes Adoptee for Revenue AlloCJt:on anc Rate Oes~gn 

: __ :_ .. _. __ .. _ .. _. ____ ._ .. _._zl .. ______ .. 1111_ •• _!_ ~ ___ ~ _______ : _____ ~ ___ ~.:' 
: : : PRESENT RATE : REVENUE 
: LINE : ITtM REVENUES '11 : CHANGES 

($ IIlllion) :: ($ .nlllon) 
;------1 ........... ____ _ .......... _____ t ________ 1IIi I ______ ._ •• ' ___________ 1 

I I 

, 
• 
2 
~ 'I: 

4 J: 

5 ' 

0 

. , 
s 
9 :r 

10 

II 

12 

l,! 
14 

15 
16 
17 
18 
, 

19 t 

20 
21 

:: z 

i I I I 

(01) 
SASE: 

Ba:e (Q.1rg~n) 6:5.709 
Sales change 0.000 
~t:r~tion (includes e::i~ated ~988 effects of TRA) (5.'154) 
OecclIIlIllss:.oning ::.Oli 
~AAC pre~CD transfer 1::8.45: 

SUO:oUl 790.::4 

MM~C: 

SONGS ~r~-COO ~r.te~~ rates @ 1.897 C/kwh 239.1:9 0,000 
SO~GS pre-CCO JCor:i:a:~on 0.000 (19.:.10) 
SONGS ~o$t·~D intari:l r.m: 0.000 1(287 
SONGS ~O$t-COD a=ort~:atlon 0.000 10.34~ 

SUOtOt.11 2:9.m 5.988· 

ornER OFFSZiS: 

CA~?AC 0.000 0.000 

EC~C 044!.S49- 349.711 
AER @0.:27.0.250 e/k~h 41.222 :n.S1S 

ERAM amorti:atlon @ (0.282) kWh present r~t! (:5.549) (4.298) 
ERAM/SONGS .1 ae~o aecoun (in ~ttrition) O.OCO 20.560 
Tax Refor= Act. 1987· r~nd . (deterrea :~ 198e) 
Decollissioning tax r und (deterred to 1988) 

SU8TOTA~ (all .lbove) 1,368:319 1,19: •. 700 

OTJolER REVENUES 15.822 15.8:2 . 
t tees @ 0.012 c/kwh 1.51: 1.51= 

TOi~L 1,385.654 1,211.0:5 

Notes: Amounts de~end on adopted rate of return. hem,n 12~75~ ROE. 
8ased on adJusted sales of 12,606.18 G~H • 

Adopted base ~nd MAAC revenues must be reduced by City'o~ San Diego franehise 
fee ·d:.t~erential for rate <!esign purposes. Table s~e~s correct III.lrg:.n • 

. ' 
(END OF' APPEND!X B) 

(e) 

C,OOO 
( 44.Z~9) 
(~,9S4) 
2,',017 

1:8,45: 

llC.:66 

(2!9.::9) 
t~"',~40) 
14.:87 
10.341 • 

C:::.l51) 

0.000 

(93.3:3) 
(9J07) 

31.251 
20.560 

(t74.619) 

0.000 
0.000 

(:74.619) 
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APPENDIX C 
p~e 2-

FINAl. DECISION 
EQUAl. PERCENT DECREASE TO DEMAND ANO ENERCY 
Deere .... S 143- mi lliOl'l~ 5'" Ca~ 

................................................................................................... 

PROPOSfD AATe;S 
: ~;nter : Summ.~ • s~~ : 

;ClAt~ .. ; Max On' PI(: On'PIc On·PI( Seml'PIc ~ Off·PI( 

: Chal'94t : O«I\II'ICI : D~ : OtftIMCI : ~Mrgy : ~Mrgy : fl'\el"gy. : ~ : !Mrgy : !l'Iergy 
:Cl.llltO/lK'r' CL .... : cs/mo) : CS/ICW) : CS/IC'IJ) : (s/IC'IJ) : (S/IC'IJH) : (S/ICWH) : (S/K'oJH): /IC\JH) : (S/K'oJH) : (S/K'oJH) _ .... _-._-_ .... __ .... _ .... _ .. _-_._.--_ .... _ .. 

(A) 

:AI.-TOU 
Secondllry 
Primary 
TranlmiuiOl'l: 

:A6'TOU 
SecOl'ldary 

Primary 
TranamhlafOl'l: 

(8) 

20.00 
20.00 
20.00 

600.00 
600.00 
600.00 

(C) 

3.0S : 
2.42 : 
1.02 : 

l.OS : 
:'.42 : 
1.02 

CO) 

3.36. : 
3.36 : 
1.34 

4.0' 
4.01 

'.79 : 

CE) (I) Col) 

0.04250 
14.42 : 0.08359 : 0.05502 • 0.04089 : 0.07492 : 0.04691 0.03868: 

0.03967 : 0.07267 : 0.04551 : 0.037'52 : 

11.18- : 
11.11S : 0.0IS359: .05502: 0.04089: 0.07492 : 0.04691 : 0.03868 
11-.01 : 0.015109 0.05331:- 0.03961 : 0.07267 : 0.04551 0.037'52 

............................................................ . ..................................................... . 
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