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Decision 88 09 063 S EP Z 8 1988 . ro:. f2),in!~ I! '""'{) j ~ 
(j)UlJ~;lo:il;I\! ;:. 

BEFORE THE PUBLIC UTILITIES CO~SSION OF THE STATE OF ~O I 

In the Matter of the Application of ) 
SAN OIEGO GAS & ELECTRIC COMPANY ) 
for Authority to Decre~se its ) 
Rates and Charqes for Electric, ) 
and to Increase its Rate& and ) 
Charges tor Gas and Steam Service. ) 
(U 902-M) ) 

-------------------------------) ) 
Order Institutinq Investiqation ) 
into the r~tes, ch~rges, ~nd ) 
practices of the San Oieqo Gas & ) 
Electric Company. ) 

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

Application a7-12-003 
(Filed December 1, 1987) 

Maned 

fSEP 3 0 193:3 
1.88-01';"006-

(Filed January 13" 1988) 

(see Decision 88-07-023 'for appearances.) 

§.mnmary 
A settlement document is adopted for san DieqoGas & 

Electric company's (Soo&E) test year 1989 qeneral rate case. This 
dOCUl'l\ent,. t0gether with agreements for demand-side management and 
reseArch, development, and demonstration (RD&:D) ,resolve all of the 
issues in this proceedinq except depreciation,. cost of capital, 
attrition, rate design, women and minoritybus.iness enterprises 
(W/MBE), and the studies required bySOG&E'S last enerqy cost 
adjustment clause (ECAC) decision. S~sequent decisions will 
address these remaininq issues. 

For test yea.r 1989, the'Stipula.tion and A9%'eement results 
in a decrease in 'electric rates of $60.3 million or 4.5%, and· an 
increase :i:n qas and steam rates of $13.4 million or 3.0% and $O.S 

million or 32.3%, respectively • 
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In.~\1C;t.i2D 
This decision addresses the, Stipulation and Agreement 

among SDG&E, Division of Ratepayer Advocates (DRA), Federal 
Executive Agencies (FEA), City ot San Diego-, and Utility Consu:m.ers 
Action Network (OCAN) on most cost and noncost issues in SDG&E's 
general rate case for test year 1989. These parties have reached 
agreement on all issues in SDG&E's general rate case except 
depreciation, cost of capital, attrition, rate design, and two
studies required to- comply with Decision (D.) 87-12-069, SDG&E's 
latest ECAC decision. These issues will be addressed in subsequent 
orders. Additionally, there are three areas which are included in 
the Stipulation and Agreement that were either contested ora 
separate agreement was reached .. 

The first of these is W /l:'fJ3E. While this issue was 
litigated by the American G.I. Forum, League of United Latin 
American Citizens, and Filipino American Political Association 
(Public Advocates) no- specific recommendation was made with respect' 
to- the funding level tor this program proposed in the Stipulation 
and Agreement. Because no- recommendation has been made to adjust -
the proposed funding tor SDG&E's W{1!C'BE pr09'ram·,we will deter the " 
resolution ot this matter until all other contested issues are 
addressed. 

The rCll1aining two- areas, demand-side' management and RD&D, , 
are part ot the Stipulation and Agreement, but separate agr~ements" 
were reached.. These two additional agreements will be discussed 
bel~. I ' 
Procedural' Background, 

On December 1, 1987 SDG&E tiled Application 
CA.) 87-1Z-003requesting authority to reduce revenues for its 
electric c1ep~ent by $36.0 million or 2" .. 6%., and increase revenues 
for its gas and steam dep,artments by $22 .. 4 million, or 5,;, 0% and $0 .. 4 

million or 26-.0%, respectively. SDG&E'sapplication requested that :, 

- 2 -



• 

• 

• 

A.87-12-003, I.88-01-006 ALJ/FSF/pc * 

these changes be made for test year 1989 and that it be authorized 
attrition increases tor 1990 and 1991. 

On January 7, 1988, a prehearing conference was held in 
san Diego to discuss procedural matters. At the prehearing 
conference SOG&E and DRA expressed a joint intent t~ explore the 
settlement of some or all of the issues in this proceeding. On 
March 7, 1985- SOG&E,. DRA, the City ot san Diego,. and FEA entered 
into a Stipulation and Aqreement resolving most of the revenue 
requirement issues for SOG&E's general rate case. Ultimately, UCAN 

entered into the settlement as well. Hearings were held ,on May 11 
and 12,1988 during which testimony was,talten concerning the 
Stipulation and Agreement and RD&D, W/MBE, and demand-side 
management issues. On June 14, 1988 a comparison exhibit was 
submitted which detailed the revenue requirement associated with· 
the Stipulation and Agreement. 
5:OIIIDents 

In accordance with Public utilities Code § ~~1, the 
proposed decision of Administrative ,Law Judge Ferraro- was mailed on 
August 19, 1988-. Comments on the proposed-decision were filed by 

SDG&E and DRA-

Except for the discussion that detailed results of 
operations table~ should accompany future revenue requirement 
settlements, SOG&E and DRA support the proposed decisi.on. Both 
argue that it is unlikely that the parties could agree on an 
appropriate expense level for each account and' that this ' 
requirement will make future settlements nearly impossible. 

Additionally ,DRA: states that' a,' challenqing party should 
have the burden to ,demonstrate' that the overall revenue requirement 
should be different from that contained in the settlement... We feel " 
this places interested· parties, which usuallY'have limited ,,' 
resources, ,at a disadvantaqe and'would effectively exclude their 
participation. until a proposal.is presented that addresses our 
concern, we will expeCt detailed summary ot earnings to. accompany 
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revenue requirement settlements. Finally, we note that this is 
consistent with D.87-11-053, opinion Proposing Rules Governing 
Settlements and Stipulations. D.87-11-053 states: 

'When a settlement pertains to a proceeding 
under the Rate Case Plan, we have provided that 
the settlement be supported by a comparison 
exhibit which shows the impact of the proposal 
in relation to the utility application. If the 
participating Staff supports the settlement, it 
shall prepare a similar exhibit indicating the 
impact of the proposal in relation to the 
issues :i.t contesteci or would have contested at 
the hearings. This requirement should provide 
the CODission and other parties with an 
elemental framework within which to· evaluate 
the settlement.* CP. 3 & 4, D.87-11-053.) 

stipulation and Agreement 
'rhe Stipulation and Agreement, including two addendums,. 

is attached as Appendix A. It explains the process by which the 
agreement was reached, the background which led up to the 
agreement,. and the specifics of .the agreement. In sUl"m~ry, the 
settlement process was a lenqthy one in which. all parties to 
SDG&E's most recent ECAC and general rate proceedings were invited 
to an introductory meeting held· after Soo&E's Nor was accepted for 
filing and prior to the filing of A.87-12-003. At that meeting it 
was determined that settlement discussion would not begin until 
after DRA's reports were released. 

After its reports were issued, DRA invited all parties 
who entered appearances at the. prehearing .conference in A.8;~12-003 
to a second meeting. At this.. meeting, which was held at the State 
Building in 5anDiego on F~ruary 1& and 17,. the parties agreed to
maintain the confidentiality of their discussions. Additional 
meetings ~ere conducted until a settlement was reached. However ,. 
the Stipulation and Agreement was not .f:tnalizecl and executed until. 
all parties participating in the sett1ementmeetinqs were provided 
an opportunity to- offer their views • 
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For test year 1989 the Stipulation and Agreement results 
in a decrease in electric rates o,f $60.3 million or 4.5% and an 
increase in gas and steam rates o! $13.4 million or 3.0% and $0.50 
million or 32.3%, respectively. This assumes nO' change in SDG&E's 
last authorized return on rate base and that SDG&E's quantifying 
added uncertainty (QAU) methodology for calculating depreciation 
expense is retained. Both of these will be resolved in orders 
prior to January l, 1989. 

While return on equity and QAU are not part O'f the 
settlement,. there are a nUlDber ot items included in the Stipulatio:o 
and Agreement that are suDject to' change in accordance with, the 
agreement. These are listed below: 

Labor and nonl~or expenses are subject to. 
revision based on Data Resources Incorporated's 
third quarter 1988 forecasts. 

Electric Power Research, Institute (EPRI) dues 
and Nuclear Regulatory Commission (NRC) fees 
will be updated to' re!lect the actual amount 
which SOG&E is assessed tor 1989. 

Working cash allowance is subj ect, to. change 
based on the outcome O'f the State income tax 
timinq issue in A.8S-l2-050. 

1988 postal rate increases may be ref'1ected. 
The 1983 postal increase was included in the 
June comparison exhibit and is reflected in the 
attached SUlDlDary O'f earnings. 

WfMBE program costs can be increased up to. 
$200,000 to reflect additional activities that 
are required. 

In addition to' thequantifiedef!ect the Stipulation and 
Agreement has on rates, the agreement provides for the followin~: 

'The transfer of $2.4 million in RD&D expenses 
for the Heber B~ Geothermal Plant from the 
general rate ease to- SI>G&E~s annual advice 
letter filing for the Heber project. 

A one-way balancing account for SDG&E's RD&D' 
proqra:m consistent with. what was adopted· tor 
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Pacific Gas and Eleetric Company and Southern 
california Edison Company (Edison). 

SDG&E's filing of an application to seek the 
establishment of a memorandum aceount to 
accumulate certain hazardous waste 
expenditures .. 

Tbe application of the plant held for future 
use guidelines aaopted in D.87-12-066, Edison's 
general rate case decision, to SDG&E with three 
qualifications: (1) a five-year planning 
horizon for general plant instead of three 
years, (2) an effective date for the quidelines 
of January 1, 1989, and (3) justification for 
each new item in SOG&E's next general rate 
case. 

A preapproval of certain interutility purchase 
power contracts if the following conditions are 
met: (1) pre approval requirements ap~ly '. 
equally to all California electric utilities·,. . 
(2) the guidelines do not place california 
utilities at a competitive disadvantage,. and 
(3) the guidelines provide for a practical and 
expeditious review. 

Finally, the stipulation and Aqreement contains the 
following key terms and conditions: 

No part of the Stipulation and Agreement shall 
have any precedential value in. any proceeding-

Any party may withdraw from the Stipulation and 
Aqreement if modified.· by the commission, . 
however, parties agree t~negotiatewith regard. 
to any Commission-ordered changes' in good faith 
to restore the balance of bene:fits- and burdens. 

No portion of the Stipulation and Aqreement, 
its terms, conditions, or any of the discussion 
leading to it, may be used in' hearings without 
prior express written consent by all the 
·parties.. 

All parties agree that the Commission's
approval and adoption of the stipulation arid 
Aqreement is in the public interest, provides 
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just and reasonable compensation to SOG&E for 
test year 1989 expenses, and avoids lengthy 
litiqation. 

Demand.-Side Jlanagement Agreement 
Althouqh the Stipulation and Aqreement provides tunds for 

SOG&E's demand-side management proqram, the california Enerqy 
Commission (CEC) recommends that an appliance incentive test and a 
residential conservation service (RCS)/ENERGRAF study be funded by 
$300,000 in carryover fund.s from SOG&E's conservation/load 
manaqement adjustment clause (CLMAC) balancingaeeount. 
Additionally, CEC recommends that an air conditioninq, marketing and. 
program design study be completed with the funding specified in, the 
Stipulation and Agreement. Finally, SOG&E,., ORA,. and CEC submitted 
a joint exhibit recommending end-use metering/recording for 
residential and commercial customers. anel" a penalty/reward mechanism,' 
be adopted based on SDG&E's perf'ormaneewith its demand-side 
management program. None of the parties to- the stipulation, and 

Agreement have voiced opposition to'these,recommendations;' 
The details of the recommendations and, the penalty/reward. 

mechanism are contained in Exhibits lO2', and ll6-ll8:. ,"these ' 
exhibits are attached as Appendix S~ 
BDiP Agreement 

"the california Institute for Energy Efficiency (CIEE) W::d.S', 
the only party to contest the' ,proposed~ RD&D funding level shown :in 
the Stipulation and Agreement. However,: ,oRA,,: SOG&E, and· CIEE,' " 

Subsequent to the hearings on RD&O, entered into an Agreement 
Regarding ClEE FUnding and Procedures. "the acp:eement which 
modifies the RD&Ofunding level shown in the Stipulation and 
Agreement is attached as Appendix' C~ " . 

'In a motion elated JulylZ', 1988 ORA. requests. on behalf ot·: 
itself, SDG&E,and CIEE ,that their agreement. be' adopted as a ., 
revision to the RD&I? fundi~g' level . shown in the Stipulation an2 
Agreement. In its motion' ORA states that other signatories to the 
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stipulation and Agreement have been contaeted and do not eonsider 
the agreement for'RD&D to be inconsistent with the terms of the 
stipulation and Agreement. 

In summary the agreement provides for the following: 
Funding by SOG&E of ClEE at nominal dollar 
levels of $100,.000 in test year 1989, $2'25-,000 
in attrition year 1990, and $350,000 in 
attrition year 1991. 

ClEE tundin~ on a demonstration basis, t~ 
determine it CIEE can suftieiently i~prove the 
coordination of end-use efficiency to- justify 
utility funding. 

ClEE's role to- be that of coordination as 
defined in the agreement.' 

CXEEI's. activities, including the determination 
of which projects are to- be funded, the level 
of funding and which institutions will 
undertake the research, to be under the 
direction of a ProqramBoard comprised of 
representatives of each utilityeontributinq to 
ClEE,. as well as other 'entities (including the' 
PublicOtilities Commission and CEC) that may 
choose to participate. 

Qiscussion 
Before passing on any settlement as proposed in the 

stipulation and Aqreement r we must' consider whether it is in ~e 
public interest and ensure that all parties were given ade~te 
notice and opportunity t~ address and explore-their concerns. 

As we stated in the Opinion Proposing Rules Governing 
settlements. and. Stipulations,. D.87-11-053:· 

WStipulations and settlements can provide useful 
methods for resolving public utility . 
proceedings, and' these methods can: achieve 
'mutually acceptable solutions,. reduce 
uncertainty, expedite regulatory review and 
conserve public and· private resources. 
stipulations have been an' integral 'part of' the 
Rate case Plan since its inception, with . 
specific areas.·ot·aqreement placed- on·tbe 
record together with the original position of 
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the agreeing parties and the effect of the 
aqreement on the rate request. N 

The parties which have siqned the Stipulation and 
Agreement state that it: (1) is in the public interest, (2) will 
result in revenues to SDG&E to, compensate it for a level of 
expenses in the 1989 test year that is just and reasonable, 
(3) resolves in a fair manner the alternative expense estimates 
submitted in this proceeding, and (4) avoids lenqthy litigation~ 
Hearings were held at which all parties tO'this proceeding were 
provided an opportunity to. express their views and concerns with 
the Stipulation and Agreement. While some parties expressed. 
concerns over demand-side management and RD&D pr09r~ expenditures, 
these were resolved in agreements subsequent to' the Stipulation and 
Agreement. With the submittal ot the additional agreements, no 
party is opposed to or has expressed any concerns with the 
stipulation and Agreement. 

We note that the Stipulation and Agreement was executed 
atter all parties were invited to the settlement meetings and 
provided an opportunity to comment, on the proposed settlement. 
Additionally, hearings were conducted which provided parties an 
opportunity to ,question proponents of and argue objections to the 
settlement. Finally, with the additional agreements for clexnand
sid.e management and RD&I>, no party voiced opposition to the 
Stipulation and Agreement. Therefore', we believe that the 
Stipulation and Agreement process was open and accessible and is an 
acceptable approach for resolvinq many of the issues in SDG&E's' 
general rate case. 

Not only do we consider the manner in which the 
stipulation and Agreement was exeeutedto,;be fair'and reasonable, 
but also the results which yield' a net $46-4milli~n reduction'in 
rates tor the gas, electric, and steam departments. Besides the 
direct savings to ratepayers, there has been considerable saVings 
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in litigation expenses tor pUblic anQ private parties and our 
regulatory process has been expedited. 

While this is not the first settlement ~e have 
considered, it is the first in a general rate proceeding since we 
proposed rules to govern settlements and stipulations. 'I'he process 
wnich led to the stipulation and Aqreement in all respe~s meets or 
exceeds the requirements proposed in the rules. 

Although the Stipulation and Agreement provides 
sufficient information for determining SDG&E's .. revenue requ.irement, 
it is not accompanied by complete, account-by-account results of 
operations. While we generally need not know the history and 
detailS of settlement negotiations, there is. value to having more 
complete results of operations on the record. Without this 
documentation to resolve disputed revenue requirement issues, it 
may be difficult to approve a settlement. Further detail would 
also assist in processing attrition filings and could be used in 
analyses of innovative ratemaking proposals such as perfor.mance 
based pricing, or of utility mergers.· 

Accordingly, we put the parties to the Stipulation and 
Agreement as well as. to' other major rate proceedings on notice that 
in the future, we expect detailed results of operations tables to 
accompany revenue requirement settlements. 

Finally, the stipulation and Agreement provides SOG&E 
with. an opportunity to establish a.. memorandum account to, accumulate 
certain.hazardouswaste expenditures by filing an application. As. 
stated in the Stipulat~on and Agreement,. SOG&E's application should 
contain the same evidentiary showing required of Pacific Gas & 
Electric Company (PG&E) in 0.86-12-095-.. 'I'his procedure was also 
adopted for Southern CalitorniaGas· Company (SoCal,Gas.) in 
0.87-05-027 and. Ed.ison in D.87-l2-066 • 

. We recentl~ revisited the proced.ure for filinq an 
application to establish a memorandum. account for hazardous waste 
e~enditures in 0.8:8-07-059 for $0 Cal Gas and 0.88-09-020 for.PG«E. 
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These decisions concluded that the procedure first adopted in 
0.86-12-095 should be modified so that hazardous waste cleanup 
measures can be initiated promptly. As a result, 0.88-07-059 and 
0.88-09-020 authorized the filing of an advice letter, in lieu of 
an application and established specific requirements and processing 
procedures for these advice letters. The requirements and 
procedures for these advice letters are shown below: 

A. For projects that have been ordered by a 
government agency, the advice letter shall 
include: 

B. 

o A copy of the orderCs) or directiveCs) 
to undertake site work. 

o A detailed work plan and schedule. 

o A detailed budget. 

For site investiqation.or cleanup- projeets 
that have not been ordered, the .advice 
letter shall inelude: 

o· A comprehensive site history and site 
description (to inelude chain-of
ownership, current and·· past land use, 
dates of operation', hyaroqeoloqy;. and 
other physieal characteristics of site). 

o A statement explaininq the potential 
liability tor site remediation. 

o A preliminary risk analysis 
(demonstration of environmental and/or 
health hazard at the site). 

o A detailed work plan and schedule. 

o A detailed budget. 

0- Records of all communications with third 
parties regarding site contamination~ 

ORA. should review the advice letter and provide 
comments to theOireetorof the Commission 
Advisory and compliance Division (CACD) within 
30 days.. Based on ORA.'s comments. and fUrther 
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review, if CACO concludes that the advice 
letter is satisfactory, authorization t~ book 
expenses in a memorandum account would be 
granted through a Commission resolution. If 
CACD rej eets the advice letter or portions of 
the advice letter, those disputed items may be 
set for hearing. 

We believe that the justification for the advice letter 
procedure contained in 0.88-07-059 and 0.8$-09-020 is equally 
applicable to SOG&E. ~herefore, we will modify the Stipulation and 
Asreement to reflect the advice letter procedure and. requirements 
from 0.88-07-059 and 0.88-09-020. Although these decisions were 
issued after the Stipulation and· Agreement was executed, the 
modification appearst~ be consistent with its intent. 

The adopted revenue requirement is based on the June 14, 
198'8 comparison exhibit which reflects the Stipulation and 
Agreement. It was adjusted to. reflect the agreement for RD&D, 
SDG&E's last authorized rate of return" and some minor 
computational errors discovered by our Advisory and Compliance 
~ivision. Attached as Appendix D is the adopted su:mmary of 
earning'S for each department. As, specified in the stipulation: and" . 

, . 

Agreement the adopted revenue requirement is' ,subject to- revision t~,' 
reflect changes in cost of capital, ,labor and' nonlabor escalation 
factors, EPRI dues, NRC fees, working cash allowance, and W/lG"S 
proqr~ costs. These costs will be established in a second 
discussion prior to January 1, 1989. 
l,indingp of 'PAct 

1. On Dec~r 1, 1987 SDG&E filed Application 
CA.) 87-12'-003 requesting authority to reduce revenues tor its' 
electric department :by $36.0 million or 2.6%" and increase revenues: 
for its gas and stealll·departments:by $22'.4 million or S.0%and,$O.4:.' 
million or 2'6.0%, respectively. 

2. On March 7, 1988 SOG&E, DRA, the City of san Diego, and 
FEA entered intc> a Stipulation and Agreement : resolving, . most of the: 
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revenue requirement issues tor this general rate case. UCAN 
ultimately signed the Stipulation and Agreement. 

3. Hearings were held on May 11 and 12, 1988 during which 
testimony was taken concerning the Stipulation and Aqreement and 
RD&D, W/MB~, and demand-side management issues. 

4. A comparison exhibit whicn details the revenue 
requirement associated with the stipulation and Aqreement was 
submitted on June 14 r ~9S:8. 

5. All parties to A.87-12-003 'were invited to participate in 
settlement meetings concerning SDG&E's general rate case tiling tor 
test yeu 1989. 

6. Settlement discussions did not commence until DRA's 
reports had been issued. 

7. The Stipulation and Aqreement was not finalized and 
executed until all parties participating in the settlement meetings 
were provided an opportunity t~ offer their views. 

8. For test year 1989' the Stipulation and Agreement results, 
in a decrease in electric rates of $60. l million or 4.5% and an 
increase in gas and steam rates of $l3·.4 million or 3.0% and $0.;5 

million or 32.3%, respectively. 
9. The stipulation and Agreement provides for revisions in 

the aqreedupon revenue requirement to reflectchanqesin'cost of. 
capital,. la))or and nonlabor escalation factors, EPRI dues, NRC 

~ees,. working cash allowanCe,.and.W/MBE program cost$~ 
lO. The Stipulation and Agreement allows.. for: (1) the' 

transfer of $~.4 million in Heber related expenses to SDG&E"s 
advice letter filing for the 'Heber project,. (2) a one-way balancillC],' 
account for the RD&D program, (3) the filing of an applicationt~ 
es.tabliSll·a·mem.or~dU1ll account for hazardous. waste expenditures, •. 
(4) the implementation of gUidelines tor plant held for future use,. 
and (5-) preapproval of interutility purchase power contracts under,. 
certain conditions • 
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11. CEC recommended that: (1) an appliance incentive test 
and a RCS/ENERGRAF study be funded by $300,000 in carryover funds 
from SDG&E's CLMAC balancing account and (2) an air conditioning 
mar~eting and program desiqn study be completed with the funding 
specified in the stipulation and Agreement. 

12. SDG&E, ORA, and CEC submitted a joint exhibit 
recommending end-use metering/recording for residential and 
commercial customers and a penalty/reward mechanism be adopted 
based on 'SOG&E's pertormancewith its demand-side management 
program. 

13. None of the parties to the Stipulation and Agreement have' 
voiced opposition t~ the recommendations tor demand-side 
manaqement. 

14. On July 12, 1988 ORA filed a motion on behalf of ORA~ 
SDG&E, and ClEE requesting that an agreement, which m.odifies the 
RD&O funding level contained in the stipulation and Agreement, be 

adopted .. 
150. The RD&O agreement provid~s funding by. SDG&E of CIEE on a 

demonstration bas.is under the direction ot a Program Board in the 
amount of $100,000 in 1989, $225,000 in. 1990, and $350,000 in 1991 .. ,.' 

16. In ORA's motion to m.odify the' Stipulation and Agreement, , 
it states that other signatories to the Stipulation and Agreement 
have been contacted and do· not consider the agreement with CIEE to 
be inconsistent with the terms. of the settlement. 

17. 0.86-12-095- established a special-procedure tor PG&E to 
request "a memorandum account tor hazardous.waste· expenditures by 

filing an application .• This procedure was. also adopted for SoCal 
Gas in D.87-05-021 and Edison in 0.8-7-12-066. 

18.. To. assure that Jlazarc10us waste cleanup measures can be 

initiated'promptlY~ D.88-07-059 :modified 0 .. 87;"05~OZ1 by allowing 
socal Gas to tile an advice letter to- request the establishment 0:(,. 
a xnemorandumaccount for hazardous waste expenditures • 
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19. To assure that hazardous waste cleanup measures can ~e 
initiated promptly, 0.88';"09-020 modified D.86-12-095- ~y allowing 
PG&E to file an advice letter to request the establishment of a 
memorandum account for hazardous waste expenditures. 

20. D.88-07-059 and D.88-09-02'0 estMlished specific filing 
requirements and processing procedures for advice letters that 
request a memorandum aecount for hazardous waste expenditures. 

21. The requirement in the stipulation and Agreement that 
SDG&E establish a memorandum account for hazardous waste 
expenditures by filing an application was based on 0.86-12-095. 

22. The Stipulation and Agreement was executed prior to 
D.88-07-059 and 0.88-09-020. 

cODclusigDs of Law 
1.. Depreciation, cost of capital, attrition,. rate design, 

W/MBE,. and the studies required ~y 0.87-12-069 should be addressed 
in subsequent orders. 

2. All parties were given adequate notice and opportunity to 
address and explore their concerns with the Stipulation and 
Agreement. 

~. With CEC's recommendations and the agreements on demand
side management and RD&D, no party is opposed to the Stipulation 
and Agreement. 

4. The Stipulation and Agreement should be revised t~ 
reflect changes in cost of capital,. labor and nonlabor escalation 
factors, EPRI dues,. NRC fees, working cash allowance, and wjyrBE 
program costs prior to January 1, 1989. 

S. The Stipulation and Agreement, CEC's recommendations, and 
the agreements for demand-side management and RD&O should be 

adopted a~ being in the public interest. 
6. The Stipulation and Agreement·· should be modified to allow 

SDG&E to file an advice letter to" esta):)lish a memorandum account 
tor hazardous. waste expenditures • 

- 15 -
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7. SOG&E's advice letter filings which request the 
establishment ot a 'memorandum account for hazardous waste should 
contain the information and be proce~sed in the manner described in 
the discussion portion of this decision. 

XN'l'ERDI ORDER 

tt, IS ORDERED that: 
1. The stipulation and Agreement,. CEC's, recommendations, and 

the aqreements for demand-side management and RD&D shall be adopted 
as resolution of all of the issues in San Diego Gas & Electric 
Company's test year 1989 general rate proceeding except 
depreciation, cost of capital, attrition, rate design, Wf1!mE, ar"'l.d': 
the studies. required :by D.87-l2-069. 

2. The Stipulation and Aqreement shall be revised by a 
subsequent decision to reflect changes in cost of capital, labor 
and nonlabor esC4lation factors, EPRI dues, NRC fees, working' cash 
allowance,. M,d W /HBE pr09ram costs' prior to. January 1,. 1989. 

3. The' stipulation and Agreement shall be modified to allow " 
SDG&E to request the establishment of a memorandum account for 
hazardous waste expenditures by filing an advice letter .. 

- 1&-
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4. SOG&E's advice letter filings whiCh request the 
establishment of a memorandum account for hazardous waste shall 
contain the information and be processed in the manner described in 
the discussion portion of this decision. 

This order becomes ettective 30 days trom today. 
Dated SE? 2 S 19SB , at san Francisco., california .. 

- 17 -



A.87-l2-003, I.88-0l-006 · .. 

• 

• 

• 

APl?E~"DIX A 

BEFORE THE PUBLIC UTILITIES CO~_~ISSION 
OF THE STATE OF CALIFORNIA 

In the Matter of the Application o·f ) 
SAN DIEGO GAS & ELECTRIC COMPANY ) 
for Authority to Decrease its Rates ) 
and Charges for Electric, and to . ) 
Increase its Rates and Charqes for ) 
Gas and Steam Service. (U 902-M) ) 

) 

""!!or ...... a-e-r-""'l-n-s"!"'t .... i-t-u-t ... i-n-q-l-n-v-e-s-t ... i-q-a-t"'i-on-~"'" n-t-o--) 
the rates, charges, and practices o·f· ) 
the San Diego Gas , Electric Company. ') 

------------------------------------------------) 
STIP~ION AND AGREE~ 

I 

INTRODUCTION 

A. 87-l2-003 

I. 88-01-006 

san Diego Gas and Electric Company (SDG&E) and the 

Division of Ratepayer Advocates (DRA) have entered into t."'lis 

stipulation for the purpose of providing to-the Cownission a 

recommended resolution of most cost and non-cost issues in 

these proceedings. Certain topies are not resolved by this 

Stipulation and will be litigated unless resolved by sub

sequent stipulation. These u~resolved matters include cost 

of capital, cost of service, revenue allocation and ra":e 

desiqn. In addition, some issues are partly resolved a:l.d 

will ~e further addressed as indicated. 

Except as to· issues remaining to be litigated, the 

parties urge the commission to· find that the costs and 

non-cost elements contained in this Stipulation are just anI! 

reasonable for SDG&E·s operations for Test Year 19'89 .. 

-1-



'. A .. S7.-l2-003, I.88-0l-006 

• 

• 

• 

APPENDIX A 

II 

BACKGROOND 

On August, 7, 1987, pursuant to the Rate Case Plan 

adopted ~y the Commission, (Res. AJ:..J-149, as amended) S'OG&E 
, 

tendered its Notice of Intent (NOI) to' file an application 

for qeneral rate relief for the 1989 Test Year. S'OG&E's 
, " 

filinq was transmitted to· the Commission and to all parties 

in S'OG&E's last General Rate Case and ECAC with a cover 

letter stating that S'OG&E planned to pursue settlement . 
Qiscussions with 'ORA and interested parties, and that once 

the NOI Was accepted, a ~eetin9 would be scheduled for this 

purpose. All pa:ties to SDG&,£'S last GRC and ECAC were 

invited to· participate.. This mee-tins took place on Octooe: 

29, 1987 at the .State Building in San Francisco. In ad.

dition to SDG&E and 'ORA, many other parties attended and. 

participated indisc:ussions. It was determined at that t~e 

that settlement discussion would. not begin until after the 

Application was filed andDFA's reports were compiled and. 

released. 

The NOI filing was accompanied. by a full set of work

papers supportinq S'OG&E"s estimates of expenses. The NOI 

qave notice of S'OG&E's intent to request authority to 

recover the revenue require~ent resu1tinq from S'OG&E~s cos~s 

of owning and operating facilities for the provision of 

electric, qas and ste~ services. These costs inel~ded 

S'OG&E~s estimates for all non-fuel re;ated operation ane 

maintenance expenses, depreciation, taxes, and a fair re~~=~ 
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on rate ~ase. SDG&E's NOI filing' also included esti~ates 

for levels of electric, qas and ste~ sales, and proposed 

rates designed to enable the company to recover its est~~-

. ated costs given those sales levels. 

On Octo~er 2, 1987, the Executive Director o~ t~e 

co~ssion accepted SDG&E·s NOI. On December 1, 1987, SDG&E 

filed its general rate case App,licatien, %flaking essentially 

the same requests includea in its NOI but reflecting, with 

the approval of DRA, more recent information. SDG&E"s 

transIt'.ittal letter repeated .its goal of pursuin; settle::tent 

of its general rate case. orhis Applicatien was accempaniee 

by a new set of complete werkpapers. A prehearing.' con!er

ence was held January 7, 1988', and the assigned Adm.inistra

tive Law Judge, Francis S. Ferraro', set the case fer hear

ings, commencing en March 7, 198'8'. 

Starting befere SDG&Efiled its NOI, and centinuing 

th%'ough February of 1988, DRA. pre pounded ever 250 data 

requests to SDG&E cevering all aspects cf SOG.&Z·s Applica

tion, amounting' to', ever 4000 separate questions. The ORA. 

also assigned six auditers. fer a period eXceedi:l.g four 

menths to review the financial, accounting anc. operating 

recerc!s of SOG&E in San DiegO". The parties to' this Stipula

tion believe the ORA's review of SOG&Ets Ap?lication, and 

supporting materials was both extensive and complete. 

On February 5, 198'8, the ORA 4istributed proposed 

exhibits, consisting cf its report's analyzing SDG&E's 1989 

Test Year GRC filing. Overall, CPAts' cost and resulting 
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revenue requirement estimates were below, and its sales 

level estimates differed from those of Sl:)G&E. 

At the prehearing conference held on January 7, 1988, 

. the company and tlRA expressed their jOint intent to explore 

the settlement of some or all of th~ issues in this matte: 

once ORA's exhibits and reports had been completed • 
. ' . 

SDG&E and ORA made a commitment that settlement discus-

sions would be structured to ensure the opportunity for 

active and effective participation by all parties entering 

appearances to the extent reasonably feasible. That com:nit-

ment was honored. 

On February 2, 1985 the DRA invited all parties wh~ 

entered appearances at the prehearing conference to a tw~ 

day settlement meeting held at the State Building in' San 

Diego on February 16 and 17. To ensure the opportunity for 

full, open and frank discussion, the parties agreed to' 

maintain the confidentiality of the meetings. Attendees are 

listed in Attachment ftAft hereto. At that and subse~ent 

meetings, the te~ of this Stipulation were negotiated. 

This Stipulation was not finally comp,letec. and executed 

until opportunity was provided for all parties partiCipating 

in the settlement meetings to· o,ffer their views. 

The parties heret~ urge ,that this Stipulation be 

adopte<i by the Commission. ,The parties b,e lieve it to be 

clearly in the public :interest. The Stipulation represents 

a resolution that is fair and reasonable for both SDG&E and 
. 

its customers. It does so· ina manner that allev.iates the 
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need for the major commitmen~ of time and resources that 

would otherwise be devoted ~o litigating the case in full. 

The process that led to the Stipulation as well as the 

opportunities that will,be made available to scrutinize the 

Stipulation through public hearings ensure that there has 

been and will be adequate oppo.tunity to assess its reason-
. " 

ableness .. 

III 

STIPULATION 

It is understood ane agreed by all the parties hereto 

that this Stipulation is made for the p'l.:.rpose of expediting 

hearings an~ a decision in this case. Neither DRA nor SDG&E 

expressly concede the validity of the other's proposed test 

year estimates where those estimates differ, ane all parties 

ag~ee that this stipulation, either in whole or in part, 

shall have no express or implied precedential effect in any 

future proceeding, unless specifically agreed to, by the 

parties .. 

(All costs and .evenues are expressed. in 1986, 'Dollars 

unless otherwise specified.) 

A. OPERATION AND MAINTENANCE EXPENSES .. 

1. Authorized 0&:-1 Expenses.. The parties agree that 

the amount of Operations and Maintenance expenses that SDG&E 

should be allowed to' recover in rates for the 1989 Test 
, 

year, exclusive of franchise fees and'uncolleetibles, is 

$273 ,422,lOO.. The precise caleulation of franchise fees and, 

uncollectibles requires a final determination of 

,-s.-



• A. S ';'.-12 - 003 , I. 8 2 - 0 1-006 

• 

• 

• 

APPENDIX A 

depreciation e~?ense, t~e ti~ing effeot o~ S~G&E'S ?~~er.t 

of state i~ccme taxes on the caloulation o~ workin~ cash anc 

~~e cost 0: c~pital, none of which issues ~re dete==,~nee in 

t~~s Stipu:~tion. 0: this amount, $::3,8~i,COO is ~:~oc~=~e 

to electric, $~a,3~3,200 is allo~able to ;as and $:,181,900 

.. ' 
2. Heber Binarv ~ot~er:nal P'J:.·ant~ T~e expenses S~G&::: 

requested for research, development and de~onst=at~Qr. 0: the 

Heber Binary Geothe:::nal Oemonstration Plan": o~ $2,376,000, 

c-e removec. from SDG;E'"s App),.ication anc. this Sti:;::u:'!.":ion, 

and will be submitted b~ S~G&E in its a~~ual advic~ letter 

filing for. ~~e Heber project. ':this. advice let::er · .... :.11. be 

se:ved on all parties to this proeeecin;. 

3. NRC F~es.. S~G&E's Applicatio:". estimate 0: approx-

imately $1 .. 1 millior. in ac.c.itional reve:lue for a:l e:<?ectee 

increase in Nuclear Re~~latoryCo~~i~sion (NRC) fees related 

to. SDG&E P s s~are o~ t~e. S4n Ono·fre Nucl.e:.r Ge:l.er.:. ~i~9' 

Station (SONGS) is ;r'~e\:=ed to $275,000.. The a.":\C';'~': aut::'o=-

izee fo;r' ;r'a~~=aking pu=~oses shall be the ~~cu~~ ~ct~ally 

billed by the NRC. SOG;;Z shall be au":b.ori:ed ~~c. re'=iui=e~ 

':the pa=-:ies ag=e~ to the prog=a.ms, b,;.dget al!.cc~":io=-s, 

and conditions which. are set forth in Attac!u:e~t "B" hereto. 

In addition, SDG&E, D~ anc. othe:parties inte:ested in t:~s 

issue Agree to negotiAte a mechanism which will provide .. 
SDG&Ewith penal":ies ar.d rewarc.s based or. its per:o~=-ce 
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meeti~g ORA reco~~ended goals se~ o~~ i~ its ex~i~i~ • 

these pa:~ies are unable, a:~e: diligent and good ~aith 

ef!ort, to reach aqreeme~t O~ s~eh a mechanis~ b~ t~e fi=st 

'l'~e parties ag:e~ that t:-'e buc.'s:et for rese~=eh, de'lel-

opment and de:nons'tra'tion shall be $4,374,000, .... :::ieh excludes 

project. The par~i~s also· as'=ee tha~ OAA's p:o?csal for a 

balancing acco\!:l.~,. as eescri=ed in Ex~ib·it Si,. s:-:.all :,e 

aeoptee: Accordingly, SOG&Z agrees to es~a~lis~ a o~e-way 

balancing account cor.sisten't with the bal~~ci~~ aceO~~~3 

which the Comr.ission has orc;e=ed for PacifieGas and Elec-

tric Co:?~y CD. 87-07-021) a~c. Sot:t."'l.ern Cali:or::'a Edise~ 

Compa.~y (D. 87-12-060). It is also as-reed that t::Us expense 

n~er, which inel~des due~ to· E~~I, shall be u?datee by 

as.sesses SDGS.Z for 1~8: d"tles. 

o • 'CWCOLLEC':r:::a:.~ R)..:~ 

shall be established at ~211~. 

T!le parties agree that SOG&E shall be allo .... ee to file 

an application with t.":.e CO:m:'.ission to. seek tb,e esta:o.lish:'te~"! 

o.f a memorandum aeCQu:" .. t in whieh to aecwnula te ha:a:c.ous 

waste expenditures i: t.~e follo .... ing ccnditions a=e met: 
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1. T~e project is one ~hich is ex?ec~ed to require 

SDG&E to eX?end $250,000 or more to ade~ua~ely aCdress~ 
2. T~e project is no~ one for ~hich S~GGZ is seekins 

is not to cure ha;ardous eo~ditions k~o~n cy SOG&Z to 

require clean-up prior to t~e da-:e O~. t~is S-:i;:\:.la-:ior .• 

SDG&E will be required to make t~e sa."ne e"icen~iary 

86-12-095 t CA. 85-12-050) see discussion at P9· 61.a-65d: in 

inclusion in SDG&Zt s rates e~ly a!ter the Co~~ssion has 

reviewec. and approved the r~asonacleness thereo: in a:-~ SOG';~ 
~e=gy Cost Ac.jus~"nent Clause (3~C) p:oce~c.i~S 0: s~c~ 
other proc~eaing as speci!ieeby t!le·Cott:mission. 

F. COS'J:' ESc;..:,;.TION 

expenses. SDG~Z and DR.~ agree t:'a,: this met~odoloS'::" ...::'11 ::e 

final determination 0: t:."e allowed level 0: t!lese e:<,?e::ses 

for escalation to 1989 dollars. The lacor, nor.-1~::::or and 

other expense allocations'for pu=?oses of escalation fro:: 

1986 dollars to 198.9 dollars for electric,. qas and stea= . .:.re 

set forth in Attachment "C·t here~o,~ 
. . ' 
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G. DEPRECIATION 

DRA has proposed to allow SDG&E $174,298,000 in depre

ciation expenses for 1989. SDG&E is seeking $182,778,000 i::. 

. depreciation expense for that period. The majority of the 

difference between SDG&E and ORA is due to ORA's rejection 

of the Quantifying Added Uncertainty (QAU) methodology 

proposed by SDG&E. SDG&E and DRA. agree· to litigate the full 

difference between their two expense es.timates, including 

the applicability of the QAt.1 methodo-loqy to SOG&E's depreci

ation e~ense level. 

With the exception of ad valorem taxes associated wi~ 

SOG&E t 5 ownership- interest in the Heber Binary Geothermal 

Plant,. the parties' agree-that all differences between DRA 

and SDG&E in ad valorem taxes are solely due to differences 
,. 

in rate base. ~hese differences are resolved by paragraph = 
below. SDG&E agrees to adjust its· ad valorem tax expense 

level by reducinq it $1 .. 074 million to· adjust for the 

remQval of Heber from its revenue request in this Applica

tion. Ad valorem taxes associated with the Heoer plant w~:l 

be addressed in the annual Heber ad\~ce letter referenced 

Above. 

I. RA'l'E BASE 

1.. State Ineome Tax Timing E~feet. The parties agree " 

that the 4ifference between SDG&E and-ORA coneerning the 

timing' effeet of SOG&E.t'S. payment of state taxes on the 

calculation of working cash should. be· iitiqated and 
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determined in the PGandE general rate case proeeeein; 

(A. as-12-0S0) addressinq this issue, and all parties shall 

be bound by the final decision on that issue in that ease. 

• The amount by which SDG&E agrees to reduce its working cash 

request hereunder is $12,072,000, but the parties understane 

that the final figure will be the product 0: many factors 

which Are, as yet, undetermined. 
. ,. 

2. Plant Held for Future Use.. S'DG&E t So proposal to 

include $-641,000 for plant held for future use CPHFU) in 

rate base shall be excluded from the calculation of weightee 

average rate base for 'rest Year 1989. SDG&Z agrees to· the 

Plant Held For Future Use Guidelines attached as Appendix a 

to Southern California Edison's. last general rate case 

decision (D. 8:7-12-066·) with the qualifications that the 

period. for General Plant shall be five years instead of 

thr~e years: that the effective date for these quidelines be 
. 

January 1, 1989·; and that paragraph 21> be reviseo. to r:ead as 

follows: ~he need for each new item in FSFU must be justi

fied in the next general rate proceeding .. 

3. Remaininq Rat~ Base. The parties agree t,..'lat the 

total rate base which the Commiss.ion sho\,1ld adopt fo·r 

SDG&E'$ 1989 Test Year is. $2,4S2,931,000, subject to adjust

ment for the results of A. as-l2-050 on ee calculation o·:E 

working cash referenced in paraqraph I.1 above. 

. . 
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J. JURlSDICTIONAL ALLOCATION OF RE~UES 

SDG&E and the parties agree t~ accept DRAts non-ju~is

dictional allocation of revenues of $1,445,000, whieh shall 

. be subtracted from SDG&E'S total revenue requirement. 

K. SALES LEVELS 

The parties a~ree that the Commission should adopt the 

forecasts for electric, gas and ste&m sales as set for~~ in 

Attacbment "D'" hereto,. 

L. RESOORCE PLAN . --
The DRA has recommended that, until the issue of how to 

bette= incorporate interutility contracts into the Comcis

sionts resource plan proceedings is settled (hopefully no 

later than the next Standard Offer update proceed'ings in 

OIR-2), as an inter~ policy SDG&E be required to seek the 

Commission's prior approval of all interutility purchase 

power contracts for capacity of over a year's c!:urat1on. 

SDG&~ agrees in principle ~th DRA's recommendation for 

contract pre approval , but reserves the right to propo'se 

additional limitations on the definition o,f those contracts 

which should be subject to- preapproval. In resolution 0: 
this issue the parties agree that the f~llowing conditions 

should be satisfied bef~rethe Commission adopts a contract 

preapproval procedure: 

1. Any and all preapproval requirements should apply 

equally to all California electric utilities.. This should 

be accomplished throu~h a generic or on-go·11'1g proceeding in 

which all electric utilities are respondents,. all parties 
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are given the opportunity to comment, unifo~ guieelines are 

adopted and the Commission defines the contracts to which 

the guidelines should apply_ S'OG&E and 'ORA jointly u::ge the 

. Commission to address contract pre approval guidelines at an 

early time. 

2. The g'Uidelines should not place California utili-.. 
ties at a competitive aisadvantage with'respect to other 

utilities with whom they compete for such capaeity_ 

3. Sueh guidelines shall provide for a praetical and 

expeditious review so as not to' unduly delay or impe::il the 

contracting process. 

The parties will work diligently between the time this 

,Stipulation is made and the time hearinqs on resource issues 

are to be heard to resolve as many o-f the remaining' issues 

in this area as possible. Should any issues remain unre

solved at the time hearinqs commence, they shall be liti

qated .. 

M. MISCELLANEOOS 

1. Postage.. The parties agree that SDG&E may in

crease the agreed O&M revenue level set forth in paragraph 

A.l above by the amount,of increased postage e~pense, it will 

incur in Test Year 1989 ,if the u.s. postage rate is raisee 

durinq 1988. Attachment "E" hereto shows the manner in 

which this adjustment shall be made. 

2. Cost Studies - The parties aqree that they will 

not propose any ehange to, this Stipulation ~ased on test~~o-
. ' 

ny" concerning the interutility cost and rate' comparisons 
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which SDG&E and ORA plan to submit in August of 1988 pursu

ant to the Commission's order in SDG&E's Fall 1987 ECAC 

decision (0. 87-12-069). 

3. Electric Produetion/Attrition - The parties a;ree 

that the 1990 and 1991 attrition adjustments should inclue.e 

an annualized expense estimate .to reflect a full y.eart s . ,. 
operation of Silver Gate units, l, 2, 3 and 4 as recommended 

at page 4-5 0 f ORA' s Exhibit 5l on Electric Production, a,.""e 

at page 16-7 of ORA.'s same exhibit on Attrition herein • . ' -
SOG&E has forecasted that Si1ver Gate will operate during 

the last seven months of 1989 and, the agreed Test Year 

operation expenses o·f $233,600 per month have been dete::

mined on that basis. For each month Silver Gate operates in 

addition to" or less than forecasted, that amDunt shall be 

a~ded to or subtracted from ,the' 1990 attrition year opera

tions expense forecast. To- the extent SDG&E and DRA are 

unable to resolve their remaining differences on attrition 

by the commencement 0'£ hearings, those issues will be 

litigated. 

4. Female/Minoritv Business ,Enterprises.. 'the pa::-::'es 

acknowledge that the Commission's statewide investigation 0: 
F/MBE activities has not ye't resulted in a final <!ecision. 

Moreover, many of the parties to, that proceeding have 

entered into a stipulation sponsored by State AssemJ::,lywo:ar. 

Gwen Moore. The stipulation contemp,lates substantially 

greater administrative and reporting requirements than 
.' , 

presently exist and would requireSDG&E·to- undertake 
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~ additional activities in the F/MBE area. Should the Co~~is

sion's final decision incorporate the stipulation or adopt 

similar requirements, SOG&E shall be authori::ed to increase 

the revenue requirement stated in paraqraph A.l above by the 

amount sufficient to cover the additional activities, up to 

.' 

• 

$200,000. . ,. 
5. Miscellaneous Revenues. 'l'he parties agree that 

miscellaneous revenues shall be projected to be $:20,157,000 

for the 1989 Test Year, ,to, be credited to' SOG&E·s revenue 

requirement,. thus reducing' it by that amount. 'l'he alloca

tion of this amount among services is $17,OOS,OOO for 

electric, $3,152,000 for qas, and $0 for steam. 

6. Limitation on Update of Co·sts. SDG&.Z understands 

that it shall not be allowed, to' update its revenue require

ment for any item this Stipulation allows, exceptinq ha::ard

OU5 waste, unless the update is sought in 1988. 

IV 

TERMS AND CONDI'l'IONS 

A. PRECEDENT,IAL EFFECT 

Except as specifically noted above, no agreement by 

SDG&E or DRA,or any other party to' stipulate to any level o~ 

cost recovery for SDG&E herein shall imply any agreement by 

any party to any principle, methodo·logy, or fact,. a."'l.d no 

part of this. Stipulation shall have anyprecedential value 

in any proceedinq-
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B. INDIVISIBILITY OF STIPULATION 

This Stipulation represents a compromise of many 

positions and interests of the parties hereto, and no, 

. individual term is assented to by any pa:ty except in 

consider",tion of other parties' assent to all of the othe= 

terms of thi.s Stipulation. The Stipulation is accordinqly 

indivisible, and each part is inter~ependent on each and all 

of the other parts. Any party may withdraw from this 

stipulation if the Commission modifies, deletes or adds any 
-"-tem. Parties aqree, howev~r, to negotiate wi,th reg-are to 

~y Commission-ordered cbanqes in qood faith to res~ore ~~e 

balance of benefits and burdens, and to eXercise the right 

to withdraw only if such negotiations are unsuccessful. 

C. EVIDENl'IAlcr EFnC'r OF STIPtTtA'I'ION 

No portion of this Stipulation; or any of its te:=ms or 

conditions, or any of'the discussions leading to itr may be 

used in hearings in support o,f or in opposition to any party· 

or position without the prior express written conse::.t 0: all 

parties hereto.. 

D. STIPULATION IN THE P'OBLIC INTEREST 

The DAA and intervenors who have subscribed to this 

Stipulation agree that the Commission's approval and adop

tion of the Stipulation is in the pUblic interest and will 

result in revenues 'to SDG&E to compensate it'for a level of 

expenses in the 198-9: Test Year that is just and reasonable; 

that it resolves ina fair manner the alternative expens~ 
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estimates submit';.':r:l in this case; and that it will avoid 

much of the lengthy l~tigation that would otherwise rezult. 

E. EFFECTUATION OF STIPULATION 

The parties agree to take all actions and perform all 

agreements required or implied hereunder diligently and in 

good faith, including, but not necessarily limited to·, the . " 
execution o·f any other documents required to effectuate the 

terms of this Stipulation,. and the preparation 0'£ exhibi'ts 

for and presentation of witnesses at hearings to obtain the 

approval and adoption 0'£ thi's Stipulation by the Commission. 

It is understoo4 by all parties. that time is 0'£' the essence 

in obtaining the Commission's approval as a full presenta

tion by SDG&E, the DRkand other parties will be necessary 

if that approval is not forthcoming. Therefore, the parties 

agree to urge the Commission to act· as quickly as possible, 

consistent with the proposed Rules for Settlement as set 

forth in D. 87-11-053, to approve this Stipulation • 
. 

F. ENTlImTY OF STIPULA'XION 

This Stipulation contains the entire agreement of the 

parties hereto·. The te:cns and conditions o·f the ·Stipulatior. 

may only be modified by a writing subscribed by all parties. 

G. ATTACHMENTS 

The Attachments A through E attached to this Stipula

tion are a part of this Stipulation and are incorporated 

herein by reference. 

. . 

':'16-
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H. MODIFICATION 

The parties agree th~t they sh~ll not file any applie~

tion to mo4ify any term of thi~ Stipulation which would take 

. effect during the 1989 Test ~ear without the prior agreement 

of all parties hereto. 
¢:--

:;. day 0-£ , 1988, at San . ~ Entered this 
/flf~ ~~Ul 
~ t,1 n;~ California. 

. " 
SAN DIEGO GAS & ELECTRIC COMP&~ 

--- ~~;;;:?~ 
DIVISION OF RATEPAYER ADVOCATES 

By (4:'/ y. -z;-y.~iA-
"' . 

• 
ACTION N:&'I"ilORK 

t' tb )25. 
BY~~~~~~~ ____ ~----------

CALIFO~~IA ENERGY COMMISSION 

By ________ -------------------------

PROFESSOR EDWARDNEONER, individually 

By._-__________ --------------------

• 
-17-
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ATTENDANCE LIST FOR SETTLE~E~T MEETt~G 
OF FEBRUARY is-AND l6, 1988 

Barton M .. Myerson SDG&E Attorney 
. 

Philip Scott Weismehl ORA Attorney 

Edmund J .. Texeira ORA. Dep. Director 

ICaJ:en Griffin CEC Staff . ,. 
Antonia 0 .. Radillo eEC Attorney 

No:anan J .. Furuta FEA Attorney 

Philip E .. Miller FEA Consultant 

Michael Shames UCAN Attorney 

Willi~ J. Shaffran City. of San Diego Attorney 

Edwud J. Neuner RAtepayer Economist 

John R.. Fallon SoCal Gas Accountant 

Mark Wallenrud SCE Proj.Mgr.GRC 

Leslie J. Girard Ci ty of ~n Diego Attorney 

Bruce J. Williams SDG&E Asst .. Proj.Mqr.G~C 

Lee, Sehavrien SDG&E Proj.Mg-r.CUtC 

Jeffrey Harris UC-LBL 09'r.Comm.forCI~E 

Thomas G. Hankley SDG&E Attorney 

David Fukutome DRA Proj.Mgr.GRC 

CEC - California. Energy Commission 

DRA - Division of Ratepayer Advocates 

PEA - Federal EXecutive 'Agencies 

SCE - Southern California Edison 

• OC-LBL _ University of California - Lawrence Berkeley Labs 

OCAN - Utility Consumers Action Network 

Attadunent A 
(Page 1 of 1) 
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DSM PROGRAMS AND BUDGETS 
($ 1986) 

PROGRAM 
CO~SERVA'rlO~l 
Residential: 

Information {SpeCiAl Neia~)2 
Information (Brochures) 2 

'Information (Energy Inf Center) 2 
Energy M4nAgement Services (Ener~y Serv) 
Energy z.:Anagement Service (EEI.I) 
WeAtherization Incentives (8\ Fin.) 

Res Conserv4tion S~totAl 
.,' 

NonresidentiAl 2 
Comm/Ind Energy M;mt Service~ 
AgriculturAl Energy MAnagement services

2 

Commercial Energy Manaqement Incentives 
NonRes Conservation SubtotAl, 

CONSERVATION TOTAL 

LOAD MANAGEMEN'.r1 

Residential AIC Cycling (PeMshift) 
Residential TOU 
Nonres Ale Cycling 
Thermal StorAge (TES) 
Interruptible/Curta.ilab1e (Group,) 
Interruptible/Curtailable (Individual) 

, LOAD MANAGEMENT TOT~ 

FUEL SUBS'l'"Il'OTION1 , 
Residential Gas '(Gas Heat ?ump-) 
Nonresidential Gas (Gas A/C) 

FTJEI. StT.aS'l'"ITUTION TO'l'1.L 

MEASUREMENT ~.Nl) EVAI.OA'l'IO~' 
O'I'HER DSM 

TOTAL DSM (SDG&E Marke!i~9') 
TOTAL DSM (SDG&E CACS) , 
TOTAL DSM <caPiialized)3 
TOTAL OSM (A&c;.) 

DSM GRAND TOTAL 

BUDGET 

260,000 
274,200 
106,.000 

1,.000,000 
375,000 
100,000 

2,115,200 

1,500,000 
76,300 

1,000,000 
2,576,3.00 

4,.691,500 

150 ,000 
78,,000 
36,.000 

1,916,000 
211,.000 

78,826 
2',469,826 

94,000 
100,000 
194,000' 

2 .. 75,1,40a 
1,917,.200 

7,630,2'3' 
3"S91,5,00 

o 
802,200 

12,023,.93'; 

1 The programs identifieaunderthese class·ifications are more 
fully 4escribed in .DAA. Exhil:>it 5·9, except Nonres Ale cycli!ls
which the parties ag'ree shall be. terminated.. With that· 
exception the proqr~ descriptions in ExhibitS9are incor
porated herein ~y reference .. 

2 Programs/funding requested by SDG&E in the Customer Account-
ing and CollectiOns . ! Ca.pitalized.items, not included.. in SDG~E Applicatiotl 

5' Funding. requester! in A&G . 
Includes SS02,200requested inA&G· for load research. 

Attachmen.t B 
(J?ag-e 1 of 5) 
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PROGRAM REOOIRE~NTS 

In a~dition to the penalty/reward mechanism which is 

yet to be negotiated (or, failing aqree~ent, balancing 

account trea~ent) the following requirements shall apply to 

the operation cf the aqreed upon progr~s • . ' 
(l) Nonresidential Energy Mana~ement Services: The progr~~ 

desi~n and implementation features of the,progr~ shall 

include: (a) an improved, basiS (data and me~~ocloloqy) 

for making energy efficiency reco~~endations, including 

a focus on measure and end use specific ~eeommenda

tions; (b') ,the ability to, provide a rang-e of services, 
. including- a stre~-lined and less. costly service and a 

more.detailed and comprehensive service, depending- on 

customer needs; (c) a proactive appr~a.c:h. which actively 

promotes the service to all nonresidential customers; 

and Cd) a prog-ram cost accounting procedure whic:h will 

permit'reasonable accounting of costs which are di": 

rectly .related to supporti.ng- the on-site reeom.-nenda

tions and the Energy Management Incentives. A.~y 

siqnific:ant deviations from. au'thor1zed func1ing shall :be 

explained in ter.ms of the preceding pr09'ram design 

,characteristiCS • 

Attachment B; 
(P'a9'e :2 of 5) 
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(2) Thermul Energy Storage: Future filinS= which identify 

progr~ cost-effectiveness shall include estimates !or 

the following inputs: annual O&M costs, kw impac~S 

~uring non-peak periods, and (after development -- see 

Measurement and Evaluation) a CEF adj~stment. 

(3) Interruptible/Curtailable: C~~t-ef!ectiveness analysis 

of both the group load and individual proqr~ elements 

shall be included in all future DSM f~lings which 

contain such analyses. 

(4.) Residential Gas Fue-l Substi~ution; The authorized. 

(S) 

funding is for the gas· heat pump only, and does not 

include funding for the "Gas Service Extension" (pro-

pane retrofit) elem.ent. 

Eiectric Fuel Substitution and Electric Load Buildine: . -
It is agreed that th~ Electric Fuel Substitution anc' 

ElectriC Load Buildinq proqr~s included in SDG&E'S 

application (Residential Electric Builder, Security 

Lighting and Economic Development) shall not be fu~cied 
under the DSM. budset described herein. If any author

ized DSM progr~'causes an electric custome-r to reje~~ 

or defer sas-fired cogeneration, the ~~pacts and costs 

shall be reported and evaluated as elements of an 

electric fuel substitution program. 

. ' 

Attacbment :s. 
(Paqe 3 of 5.) 
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(6) Measurement and Evaluation: "Load Research", inclueins 

a separate line-item for Class Load Research, shall be 

included as part of Measurement and Evaluation for 

budgetary an4 reporting' purposes. The following 

projects shall be ~~pl~ented at the level necessary to 

sa tis!y the reporting requirements o,f the CEC and the 
" ," 

CPOC: End-use metering, Class Load metering, saturation 

surveys, and CPOC reporting (i.e. Annual and Semi

Annual reports). If the SDG&E-estimated funding- for 

these activities, proves insufficient, other Measur~~e~t 

and Evaluation projects will b~.reduced in scope or 

eliminated to per.mit adequate impl~entation o,f the esc 

and CP'OC requirements • 

(7) OSM Proqram Customer Eligibility and Special Contracts: 

~he parties agree that the issue of the eligibility of 

special contracts cUstomers for DSM. incer .. tives shall be 

litigated in the Electric Ratemakinq Mechanism OIl, I. 

86-10-001. 

(8) All DSM programs: The parties agree that, for this 

Test Year and succeeding' Attrition years, filing and 

evaluations for DSM progr~s shall be in co~forma:ce 

with the CPOCICEC Standard Practice. Manual for the 

Economic Evaluation of Demand Side Management PrO<]rams, 

November. 1987, And the cpoe Dema,nd S·ide Manag'ement .' 
Reporting Requireluent Manual, February 19Sa, or any 

Attachment: B 
(Page 4 of $) 
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subsequent revisions to these manuals. The parties 

agree that the current reporting requirements for PG&E 

and E~ison shall be applied to SDG&E in the future (one 

annual and two semi-annual reports instea~ of the 

current quarterly and annual reports) • 

(9) Program Incentives: The par":l:.es agree that SDG&E shall 

pay no customer incentive where the customers· payback 

is determined to be less than two years. Additionally, 

the ~ount of incenti~e payments to customers shall be 

SOlely in the discretion of SDG&E, consistent with 

achievement 0'£ pX'~~am goals_ 

Attachment B 
(Page,S. of 5-) 
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AGREED SAtES LEVELS 

1. Electric Sales The parties agree the Commission 
should adopt the following forecast of electric sales in 
total and by class: 

Class 

Residential 

Commercial 

Industrial 

Agricultural Power 

Streetlightinq 

Resale 

Total 

Millions of Kwhrs 

5o,l38..0 

4,633.0 

2,924 .. & 

182.9 

68 .. 9 

.. 2 

12,.947.2 

2. Gas Sales The parties agree that the Commission 
should adopt the fc>llowing forecas·t of 9'as sales in total 
and by clas.s: 

Class 

Residential 

Non-Residential 

Sub-total 

Interdepartmental 

Total 

M'Therms 

3.20,al5-

230,88"9-

551,704 

504,117 

1,055-,821 

3. Ste~ Sales The parties agree that the Commission 
should adopt the £oIIowillg foiecastof steam sales: 

sched.ule 1 

Schedule 2' 

Total 

500.',214 Mlbs 

6,626-Mlbs 

56,840 Mlbs. 

Att",ehment D' 
(Page 1 o,f 1) 



· ;....87-lZ-003, 1.88-01-006 
APl?ENOIX A ...... 

• 
." 

• 

• 

POSTAGE CALCULATION 

The agreed upon O&M revenue level set forth in 

paragraph A.l contained in ~his Stipulation includes the 

following postage figures based on 64% of the Company's 

mailing at the current carrier route rate o,! 17¢ and 3.6% 0: 
, " 

the Compa.nyt$ mailing a.t the current presort first class 

rate of l8¢. 

Electric Department 

Gas Depa.rtment 

Ste~ Depa:tment 

$1,567,.000 

870,13,00 

Attachment E 
(pa9'e 1 of 1) 

300 

"" 

" ',', 



A_87-1.2-003, I.88-01-006 

'. 

• 

APPENDIX A 

AOOENtl'OM -1" TO STIPULATION AND AGREE:-C..E~~ 

OF MARCH 7, 19S5 

Deman~ Si~e ~aA~gement (DS~) Programs fil~d in the 1989 ~ 

General Rate Proceeding. 

The report discusses the rela~ionship between tecr_~ology 

costs and. potential energy savings of emerging technologies in 

lighting, appliances, space eooling and water heating. It 

presents swnmaries of programs conducted by other utilio:.ies a.~d 

governments to ~:comote DSK, speeifically in the areas o~ residen-

tial an~ commercial lighting. 

'l'he parties a.gree that these emerging teehnologies, wi~"'l A.."1 

~phasis on lighting, present 'potential means o·f lower ins d~d 

levels and energy consumption, and improv~g customer· ef~i

eienc:!.es. SDG'E will carefully consider the technical info:::na" 

tion and proposed programs presented by U~~. SDG&E will 

aggressively pursue the proposed programs that areconsiste:lt· 

with program descriptions and funding levels outlined in ~e 

March 7, 1988 Stipulation and Agreement (including the 

Penalty~eward Mechanism) and underlying cost-effectiveness 

criteria as described in the Standard. Practice Manual ~or 
.. 

Economic Evaluation of DSM. Px'oqrams. 

The parties also, agree that, commercial lighting reco~enda-

tions. are important elements of the commerci~l, Energy Manag'e:ne!lt 

Services and. Commercial Energy Management Incentives prQg'rams :. . ' 

included in Compliance Group' Z o·f· ,the ,OSM Penalty/Re ..... ard Meeha~ 
nism. ~e$id.ential lighting 'recommendations are inclucIecI in the 

1 
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Residential Enerqy Man~gement Services program (Compliance G:oup 

1) identified in the DSM Penalty/Reward Mechanism. 

SDG&E agrees to provide t7CAN a timely copy 0'£ SDG&E' s k" ...... ual 

summary for DSM Activities filed annually on March 3l wit~ the 

Commission. ~he DRA agrees that the CPUC CAe Division s~ould 

review and consider any timely comments by t7~~ on SDG&Ets . " 
compliance. 

Finally, SDG&E will endeavor to, provide UCAN notice of ~ny 

proposed modifications to the stipulated Penalty/Reward Mec~a~ism 

formula, Compliance guidel:i:nes, dead.band ranges, residential Ale 

Cycling and Residential TOU programs at least lS days prior to 

implementation of such,modifications. The ,parties agree to 

consider any timely comments'submitted by Oo.N on the proposed 

mod.ifications. 

Entered this ..Gi: day Of'~' 1988. 

SAN DIEGO GAS & ELEC~RIC COMPANY 

BY~"' 7 ' 

DIVISION OF RA'XSPAYER ADVOCA:ES 

CITY OF SAN DIEGO 

FEt)ERAL EXEctrrlVE AGENCIES C).LIFORNlA ENOGY CO~..ISSION 

»y .... --~---------------------------- BY. ______________ -----------
. ' 

2 
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ADOENDUM "2" 'rO S'rIPlJ'LA'I'ION A.~'O AGREEM-~'!' 
OF MhRCH " 1988 

Among other m~tters, the Stipul~tion ~nd Aqreement of March 
7 ~ 1988 (St:ipI,'llation) establish.ed ~ level o·f operating expenses 
anu oi:h~r c<:>l'!o'~~s deemed necessary to ret"J.rn Silver Gate Units 1, 
2, 3 and 4 (Silver G~te) to service during test year 1989. 'r~ese 
costs refleeted a three year amortization of the startu? costs 
for Silver Gate of $2,.611,.000 (all costs are in 1986 dollars) • 
They also reflected monthly operation and maintenance (O&M) 
expenses of $233,600 utilizing a b~lanej:n9' account to· reflect 0&:1 
expenses tied directly to the d~te at which Silver Gate actually 
returned to service. (Stipulation at 13.) 

Subsequent to the execution of the Stipulation, StlG&E 
engaged in neqotiations for a purchase power agreement that if 
successfully concluded had the potential to provide a more cos": 
effeetive alternative to the restarto·f Silver Gate. 

In Exhibit 43, SOG&E and tlRA. jointly sponsored testimony 
discussing this pending agreement, noting that if the agreement 
were to be completed under terms that had been represented b~ 
SDG&E. to ORA, the agreement would be a more eost effective mea."\s 
of obtaining the 'same capacity as re~resented by the restart 0: 
Silver Gate. 

On May S, 19S5,. S'OG&E entered into· the purchase power 
agreement with Arizona l?u]:)lic Service. As. a result of this, 
SDG&E withdraws its request for expenses associated wi~~ the 
startup and O&M costs associated with Silver Gate. However, 
SOG&E does request expenses necessary to maintain Silver Gate i~ 
long te.rm storage 'so that sta.rtup in a future year will re."Uai:l 
possible. 

S'OG&E has. noted that the deferral 0'£ Silver Gate should. also 
cause an adjustment to rate base. However, if the adjust."t\ent 
were made, rate base would be increased si:l.cethe weighted 
salvage reserve (Sl.4 million) is greater than the weighted. 
capital. plant addition ($0.6 million) required to retu~ Silver 
Gate to service. SDG&E' proposes not to· alter the rate base 
amount identified in· the Stipulation. 

The reqaested adjustments are sunuua:ized as fo·llows: 

Avoided Restart Expense 
Avoided O&M Expense 
Storage Expense 
Net Reduction 

LABOR NON'-tABOR 
('thousands of $1986) 

(4l3.6·) 
(769,.0), 

53.0 
(1,.129.6) 

(456 .. 7) 
(a6&.0) 
100.0 

(l·, 222.7) 

(870 ... 3) 
(1,635-.0) 

153.0 
(2 ,.3SZ .3) 
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The DRA anQ other signatories to the Stipulation have 
reviewed SDG&E's proposal and find it reasonable. Therefore, the 
Stipulation is modified in the following respects: 

1. At page S of the Stipulation, Section III, A, 1, the 
amount of authorized O&M expenses that SDG&E should be allowec. to 
recover in rates for the 1989 Test Year, exclusive 0,: franchise 
fees and uncollectab1es, is reduced from $273,.422,100 to 
$271,.069,.800. 

2. At page 6 of the Stipulation, Section III, A, 1, the 
~ount of these expenses allocable to electric service is reduced 
from $223,.847,000 to $221,494,700. . " 

3. At page 13- of the Stipulation, Section III, M, 3, this 
section will no longer be effective. 

4. Attachment C of the Stipulation should be modified to 
reflect changes in Electric Department .Labor a."'ld, Non-Labor 
Expenses as follows: 

a. Labor: change $l04,5-97,400 to· $l03,467,800. 

~. Non-Labor: change $S4,896,600 to· $83,673.,.900. 

Entered this /~ 

FEDERAL EXECUTIVE AGENCIES 
\ I :.e-- I' \ t:..! jet"'" 

BY ; \J f'tIIr;v'Jv w.,.......... ::J '.'" , .. 

day of /'./;&A , 1988 

'. , 'DIVISION OF R.i\TEPAY'ER ADVOCATES 

BY d',;d fJ 2!~,.;& 
- ; .......... --........ , .. :", r. 
~. l~ .. 

U'rILITY CONS~ ~ r ACTIO~ NETWORK"'," , 
... /' I: J ' 

, ..: I • r \ .. : T ' '- ' .,' BY I ,'" '. ',r \" t, .. Ii t, .. , 
1--,.' .. -' " 

CALIFORNIA ~RGY CO~ISSION 

By .... ________ ------------------

(END OF APPENDIX A) 
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• Date: 
April 28, 1988 

F~:r:c!o ¢ t ~I~~:,"::'O 

).=~!t::~~.::i'.t.~ ·~'.v J~~:~ 

• 

• 

To: 

Re: DSM Penal~y/Re .... are MeC~4!lis: (A. 8·7-12-003) 
.. .... 

The Stipula.tion and Aq:eemen-: o·!' Ma:ch 7, 1930 :Oe-:· ... een t.":.e 

c:u:=ent use of a balanc;i.:lC; acccu:::~ for DSM p::,oq:"-"n ~'.!!lc:.s._ '.r~:'s 

mechanis:n is i::lteneee to apply to cer'tain as~c:ts o! S~G'~'s 

de:nan~ side. management pro<;.="''''s. 

The referenced mechanism has been a<;=e~e upon be-:~ee!lD~~ 

Baddc~ during the hearings sc~e~u:e fer aee:ess~ns ~e S'tipu-

lation. 

~~J 
ffiiPSeott weismehi 
CounseJ. £0: the 
Division of Ratepayer Advocates 

cc: ~ Franeis S. Ferraro 
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JoUst lxhib1t Oft pezw:t,./l.evarcS 

MeeNn1_ for DeJU.nd"S1de Progr~ 

!his joint exhibit describes the Penalty/Re~ard Mechanism agreed upon by 

DRA. and SDC&E pursu.ant to the Stipulation and Agreemant between parties dated. . .. .' 
March 9'~' 1988. It vas produced. through. negotiationS 'between, the Division of 

Ratapayar Ad.voc&tas and SDG&!. 'l'h1s PenaltY/Reward Mechanism is eSUblished 

to provide SDG&! with p.nalties and rewar:1s ~ed. upon its performance in 

meetina Demand"Sid. ~gemct (DSH) goals specified in the Complianca 

Gu1deUnes (1'able 1)., 'Ibe Panalty!l\.ward Mechanism descrikd herein re?laces 

the. bal.1.ncing account treatment currently placed on these activities and is 

intended to operate for the 1989-1991 ratecaseeycle. 

'Ibe P~lty/Ravards described herein will Dot be assessed if$DG&Z 

~l loal achievements are v.tthin the Deadb.a.n4 Ranges specifie4 on 1.ble 1 • 

If the. 1I1ilUmw:1 value of'the :Du.dband Rang_ is not met. a penalty in the fo:m 

of a rawnue requirement reduction will be assessed. If the max1m\= dudband 

ranp value is etc_dad. a revard in the form, of a 'revenue raquircDe:1t 

incruse will be authorized by the CommissiOn. !he Penalty!l\evard Mechanim 

only applies to the activities and progras included in Compliance Group 2 on 

Table 1. 

SDC&Z has unlimitad discretion to move f,mcis be't"oleen pro~ams in order' 

to achieve the lOals outlined in the Compliance Guidelines. :Eo~ever,. Ml.y 

deviation from the Compliance Guidalinas for Compliance Group 1 must be by 

mutual. agreement. between SDG&Z. and staff. Deviations from Compliance Gro\lj> 1 

pidelinu without mutual agnement will malte s:oc;;&E ineligibla for the 

ltawar4!Panalty Mechanism outlined for Complanc:e Group 2_ 

Modific:ations to this M.chan1sm~ Co=s>l1anc:e Guidel1nu. or De.adbvld 

llanps may be made by mUt1J.&l alreement between SDG&E. and acc CAC and DRA • 

- 1 .. L.."'H.23 
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Page 3 

Modifications to Residential Ale Cyc11n&~ Residential lOU. o~ Da~a 
CollecO:ion Requirements uy be made by mutual agreement by ClC. CPUC DRA. anti 

SDCU. 

All load impacts shall be measured and reported using consistent 

methodology for .11 r~gulatory proceedings. with the exception ot gross to 

net adjust;mtnts. lor purposes of these Compliance Guidelines .. load :5.mpac::u 

will ba JDU,Su1:ed and reported on a r-oss impll.ct basiS • 

- 2 -
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Tbe CPUC CAC Division shall be responsible for ~he compliance oreviev. 

Results of the compliance review shall be forwarded to SDG&! and the DRA. 

All ~t.y/re'Wards will be based on ac:t~l data reported in SDG&:E's • . \.. . &~jc.c.~ oWO c:.CI",,<."'<4:;~o...... ~ 

Annual S\lDIIa:ry for DSM Activities filed ann~lly on Karch 3~ De~e"rminat.1on 0(<,,",'
:r"",\~ \) 

of cOlZlpl1ance vill b& made by the CAe Division no· later than tl'w.tLr~ 1990 for 
. ~....l 1\ "", 

ncorded activity in 1989, hntl~ 1991 for recorded: activity 1n 1990 .. and 
.::r~ \\ hmFl. 1992 for recorded activity in 1991. pen.alty/revards caleul'&~ed for 

year ending, 1989 vill either 'be rtflected in the 1991 attrition year 

adjustment. or held over and combined with the penalty/reward for 1990 vhere. 

it will b& reflected in. the 1992. Gcne:ral Rate Cue Application. ~ SDG&Ets 

option. p.nalty/revards calculated for 1991 will be reflected in the 1993 

attrition year adjUSt=ant. 

Expendi~ur. dudbands ue .e~ forth for the catesories lis'ted 'below 

(Compliance Grou~ 1 on Table 1): 

llesic1ential En.raY M&naguaent Information 

ltasidct1al Eneqy M.mageMnt SeMces 
Residential Cu fuel Substitution (Residential Cas :a:ut. Pumps) 

Maa.surement and Ev'al\la'tion 

Other DSH (S~pport) 

Exp.nd.i~u"s outside of the abeve expenditure dead~ds. flllJ,St 'be :I'.1'tually 

airetd upon by SDG&! cd. CAC and DRA. 7ailure to coczply vith these 

expendit.ure deadband guidelines without mutual agreement results in. 

inel.1gibilty for any penalty/revard in Compliance Gro~ 2 • 

... 4 -
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The P.nalty/Rew~rd Mechanism will only apply to the categories listed 

below (Compliance Crou~ 2 on T~ble 1): 

Commercial Energy Man~gement Services and Cocmercial Energy 

Management Incentives combined 
The~l Energy Storage and Nonresidential Gas Fuel Sub$~1tu~ion 

(Cu Air Conditioning) combined ',' 
Interruptible!Curtailable.Rates - Croup, and Individual combined 

As noted abov.~ application of the Penalty/Reward MeChanism in Cocpl~ce 
Croup 2 are contingmlt u.pon. .eting the expenditure deadNnd..s in Compliance 

Group 1. 

Coal and expenditure complimce guidelines are no~ es:tabl.!.$bed :for the 

categorles listed below: 

Weatherization , Re~rofit Incentives 

llu1d.nt1&1 Ale Cycling 

Jasidantial TOO 
Non-residential Cycling 

SDG&Z has sole discretion 1n these areas to UM the :funds as. they deem 

appropriate. Any savinls achieved in these categories 1M":! be u.seci in· other 

programs or as o'thcrwise determ.1ned by SDG&Z • 

- 50 -
tJl3:.2l .. , ' 
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In the event that SDGiZ's goal achiev~ent falls below or above the 

daadband ranges. a penalty/reyard will be calculated by =ult1plYtnS the 

"pen&lty~eward Coal Value'" on Table 1 by the leW or MWR difference 'betveen 

the achievement attained and the nearest boundary of the deadband range. A 

dollar value shall be calculated individually,Ofor .. ch of the three elements 

tn Compl1an~e Group 2. then added together to-achieve a net dollar value for 

the total. penalty/reward. There shall be no, leal penalty/reward for any 

other programs. 

In addition. budgetar.r .... vings may be retained by SDC&E or shifteQ: into 

other areas contingent upon meet:l.ng these guidelines-

All pen&lty/r.'Wa.r~ will 'be calc:ul&ted in 1986 dollars. then adjusted. 

with ~ttrest (using the most current adopted. and appropriate escalation 

rates). to' the current yur dollars .. 

.' , 

- 6, -
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CER1'IFlCATE OF SERVICE 

I hereby certify that I have this day served the 
foregoing "Joint Exhibit on Penalty/Reward Mechanism for De~and
Side Management" for A. 87-l2-003 upon the fo.llowing named 
appearances in San Diego Gas' Electric company's 1989 Test Year 
General Rate C.:Lse by mailing them. a copy thereo!, properly 
stamped and addressed. 

Dewey Baggett 
President 
Hospital Council of San Diego. 

~ Imperial Counties 
830S Vickers Street 
San Diego, CA 92111 

Matthew V. Brady 
1314 R Street 
Suite 200 
Sacramento, CA 95814 

David J. Byers 
Mc:CRAcml, BYERS" MARtIN' 
130 Shoreway Road 
Suite 201 .. 
Bellnont, CA 94002 

Jeff Ca.:rver, Esq. 
_900 Commodore Drive 
Building 107 
Box 727 (Attn:- Code 09C) 
San Bruno, CA ' 94066-0720 

$.1:m De Frawi 
Departm.ent of the Navy 
(Attn: Code ll5.) 
200 Stovall Street 
Alexandria, VA 22332-2300 

Dave Follett, Esq. 
alO South Flower Street 
Los Angeles, CA 90017-

Peter N. Osborn, Esq-. 
810 South Flower Street 
Los Angeles, CA 90017 

Dian Grueneich 
Attorney at Law 
3.s.0 Kayes Street 
suite 4 
San Francisco, CA 92102 

David R. Branchcoml> 
2SSS Third Street 
suite 110 
Sacramento-, CA 95818 

Robert B. weisenmiller 
19-39 Harrison Street 
1301 
Oakland, CA 94612 

James Crosby, Esq. 
HUNS, MERALICX .. LYNN" 
1200 'rhira Avenue 
Suite' 10'24 
San Diego, CA 9210l 

Eric Eisenman 
101 California Street 
suite 2210 
San Francisco-, CA 9411l 

-1-

Norman J. Furuta, :&sq. 
900 Commodore Drive 
BuildinS.107 
Box, 727.' 
(Attn.':- Code 09C)' . 
San Bruno, CA 940&6-0720 

Richa.rdC. Hamilton, Esq. 
Sidd.le , Hamilton 
ll21 L Street 
Suite S10 
Sa.cramentc>-, CA 95314 

,' ... ," 

" 
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Jeffrey P. Harris 
Building 90H 
Lawrence Berkeley Laboratory 
university of Ca1ifor~ia 
Berkeley, CA 94720 

James M. Lehrer, Esq. 
SOUTHERN CALIFORNIA E~ISON CO. 
2244 Walnut Grove Avenue 
Rosemead, CA 91770 

Hark Lyons, Esq. 
(New York) 
Independent Power corporation 
2101 Webster Street 
Suite 16S0 
Oakland, CA 94612 

Professor Edward J. Neuner 
1817 Lisa Lane 
El Cajon, CA 92021 

Michelle L., Wilson, Esq. _ 
PACIFIC GAS " ELECTRIC COMPANY 
77 Beale Street - 3,113 
San Francisco, CA 94106 

Antonia D. Radillo, Esq. 
California En~rgy Commission 
1516 Ninth Street 
MS 14 
Sacramento, CA 9:5814 

Reed v. Schmidt 
Consulting- Economist 
18250 San Pablo Avenue 
Suite 204 
oakland,. CA 94612 

Leslie J. Gira:rd 
Deputy· City Attorney 
52S. s. Street 
suite 2100 

. San Diego, CA 92101 

Paul A. Weir 
It.w Consultants 
136.7 Sixth Avenue 
San Diego, CA 92101 
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Carol B. Henningson, Esc;:. 
SOOTHERN CALIFOR.~IA EDISON CO. 
2244 w~lnut Grove Avenue 
Rosemead, CA 91770 

John P. Huqhes 
SOOTHERN CALIFOR.~IA EO:SON CO. 
2'244 walnut Grove Ave. 
Rosemead, CA 91770 

~lli&m Marcus 
3·11 "D," Street 
Suite A 
Broderick,. CA 95·&05-

Rog-er J. Peters 
PACIFIC GAS & ELECTRIC COMPA. .... "':( 
77 Beale Street - 3I1l 
San Franciscc:>, CA 94106 

John D .. Quinley 
1415· Dawes Street 
Novato-, CA 94947 

-2-

Donald G. Salow 
Water/Energy Resource 

Consulting 
1717 Ha.ggin Grove Way 
Carmichael, CA 95608 

Willi~ S. Sha!!ran 
Deputy City At~orney 
5250 s.St:reet 
Suite 2100 
San Diego" CA 92101 

JameS D'. Squeri, EsCi.. 
AMOOR,ST. JO~r WILCOX, 
GOODIN & SCHLOTZ 
50S. Sansome Street 
SUite 900 
San·' F:ranciscO,. CA 9-4111 

Ba.~'X. Winte:rs 
247 OniversityRall 
Berkeley, CA 9'4720 

"', . 
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Timothy E. Treacy 
Division of Ratepayer Advocates 
CALIFORNIA PUBLIC UTILITIES 

COMMISSION 
SOS Van Ness Avenue 
San Francisco, CA 94102 

David Fukutome 
Division of Ratepayer Advocates 
CALIFO:P.NIA PUBLIC UTILITIES 

COMMJ:SSION 
50S Van Ness Avenue 
San Francisco, CA 94102 

Michel Florio, Esq. 
695 Mission Street 
San Francisc~, CA 94105 

Michael Shames 
OCA..~. 

. 4901 Morena. Blvd. 
Suite 128 
San Diego-, CA 92117 

A. Pale 
SAN DIEGO GAS " ELEC'XlUC 

COMPANY 
25 Van Ness Avenue 
Suite 310 
San Francisco; CA. 94102' 

Robert L.. Gnaizda 
Law Offices of 
Public Advocates Inc. 

1535 ~ssion Street 
san Francisco, CA. 94103 
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Division of Rat¢~;.J.:"',,'" :\.1 .. ,oeate:. 
CALIFORNIA PUBLj,c; ';'t.~· .~ ~S 

COMMISSION 
50S· Van Ness AVC:'l1.1C' 

San Francisco·, c.'\ 9410~. 

Jerry R. Bloom, Esq. 
MORRISON & FOER;,=ZR 
345 California Street 
33rd Floor 

'First Interstate Center 
San Francisco', CA 94104-2105 

Steven Geringer, Esq. 
California Far.m Sureau 

Fe4eration 
1601 Exposi't:Lon 3oulevard' 
Sa.cramento, CA 9S81S 

Gary Es-:es 
Runter Ineustr:L~S 
1940 Diamond Str~~et 
San Ma.rcos,. CA. 92069 

Don Klein . 
Rate Watchers 
405-5-1/2 ~7th Stree~ 
San Diego, CA 9210S 
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~,cmi!'list:"~:iv~ L:w Jud~oe-
AOOI~IONAL TESTIMONY OF MICHAEL MESSE~GER 

5/11/33 

'As an alte~ative propo~al to, the reco~~en~ations containe~ in =.y 
te$ti=ony of April '15, 1983, I would like to re~o~en~ ~~e 
follo·,.,ing: 

I~ ad~ition to the progr~~s specit:ie~ in t-~e Marc~ 7, 1933 
Stipulation, I recommend that t~o, ot-~er progr~s =e f~ded: . " , , 

l.. Appliance Incentives - A pilot test of the effectiveness 0:: 
eus~omer i."'lcentives and point of purchase i~!o:::latior. to 
e!lcouraS'e the pure."'ase of more efficient re~=ig'e=ato=s_ ~hls tes":. 
will identify the costs anci ~ene!its of giving eus":.omers 
incentives for buying more e::::icient refrigerators. In additicn, 
th,e te~t will ident;fy the costs, ~~ne!its" and ener9"'.l saving'S 
ras'1.lltl.ng from a poJ.nt o·f purchase J.nfor::lat:.onca:pa:.gn to, 
attractively l~l high efficiency ret:rigerators to enco~age 
consu:ners to- ~uy more efficient models.. E!fec":'i-J'eness will be 
measured both in teQS ot the relative ener;y savings ac!:.ieve=: =r 
the customer incentive ap~roach versus· the ener~f savL"'lqs 
achieved using the point of purchase in!o=ation. S:i:)G~Z will 
also investigate the use of cooperative advertising tc pro:ote 
the availability of efficiency labels in pa:tici?a~ing 
dealerships. This stuc.y should incluc.e collection o:! d~ta on t=oe 
sales of refrigerators (subject to dea~er co~per~~io~) by 
efficiency level from a set of experimen~al and con~=oI 
dealerships or show rooms. Attempts will be taken to control tor 
the d.ifferent types of customers that shop at c.it:::erent ty:j;)es o:! 
retail outlets to make sure the chanqes in efficiency observee 
for each group are comparable and free of a preselection bias 
from participating dealers. 

2.. RCS/ENERGRAF Study - SDG&:E: will pertor:l an eva!.uation 0:: t:::-e 
relative e:!!ectiveness 0: RCS ancl. :crERGRA.F res;de:l':i.:l energy. 
services. Effectiveness should ~e measured inter:s 0:: ener;y 
savings per se=vice and per dollar e:Qendec. by t~e co:::.pany ar:.cl 
tl:l,e level 0:: custOI:1er satistaction wit."'l each se:-.rice to::::.. 

A func.ing level of $:300 K will ~e necessa::"lr to co:rolete these -::010 
studies_ This fur.din; shoulo come trom'ca:ryover 0:: S:G&E's 
CL.'! ~alancing account· as. of 12/3l/83 • 
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T!le c:=~a::.'" s~e1.:1~ e:=::le-:e ~es~ ":~tJo s·~i.!e:.ss ::v Ja:'l l, 1990 ~=-.:::. 
~e~ ~ee~ ~i~ ~~e CZC·~~e O~~ S~~!~~ ~o cl~~c~~; ~e pe~~n~ia: 
neee to ~~ane or =oei!y exis~in; pro;r~:zl c=ea~e new p=o;ra:~1 
or alo:a:: pro;=~ 'm~r:.;e'ti~; ~ec~i~..:e:s l:as~c. or~ ~~e re~o:.l::s o! 
t!lese s~udies .. 

Ai: Condi'tioni~; Mar~eti=; ar.c. Pro~~~esi;~ S~~c.y - S=G~Z 
agre.es to complet.e a sO:Uc.v t!l.at -,,;ill provide. "Q.e ~as:'s ::0:
dete=mininq the need ~or air eonc.it.ioner pr=;=~ in it.s n~ 
rate 02.S<a.. ':the s't~c.y wi:!.::;' rirs~ ic.e:lti::r t..~e size ~::.c. loc:atio~ 
of ~e tar-;ete-! C".1s'tor..e= q=~U?S o! "·~i;e. u:::a;e" c-:.s~ot:e=s '\o.~i-:::' 
air ccr.citioners ar-d ho~es :ore ~~~ 3 yea=~ c:c... ~~e= se:;~~; 
ou't tl::.e si::e o! t!:.;'s ma=:~at.1' S·OG"::: will pro?cs.e a re=oI:.t.e p::'cq==-= 
desir: to enco\!:'~qe ~ese c'.!st.o::.erz 'to replace. ~!leir o:.e air 
eond~o:ione:s w·i~ l:.oc.els lS:~ mor~ e!~ieie~O: ~an -:he a;:;:'ie~:e 
e!!iei~"'lC'l.! s-:a:lc.a::'.. Bas.a:' on ~.!.s cesi.gr... S:G~Z sr.01.:.1':' al''l~::':t:e 
~e C:S't e:::!ec-:ive~!ss 0: ":!:.e j.:lro;:csec. pro;-=:.:: a::.:: i::.c:~~e ":!:.esc. 
~il''ldi=;s w·i~ iots 1992 'res': "!e~: G?C rl;o'O::.ic:.t:':::... '!~is ac"=!.y::"o::·.r 
will ~e fundee ~ough ~e !ur.c.i~; s?Qci::'e:: L"'l ~e S~:';ul~~ic~ 
Agre<e:ile:lt • 

" . 
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F:':lr.c:s S. F~l'i~ro 
Admir:i:tr<ltive L:lw Jl.:cqe 

R-~SION TO tXHIEIT 102 - PENAtT~/REWARD MECHANIS~ 

SOG&E, DRA, and. the CEC agree to· the !ollo'Wing changes to t.."le OS:-1 
Penalty/Reward Mechanism on page of the aqreement. 

l. The deadband range for Residential,. Energy Manage1!1ent Se::",,riees 
should be changed to delete all reference~ to a f~d~ng range 
(for RES EMS) and include the followinq changes. in their place: 

peadbapd Range 

MinimUl'D. - l2"SOO in-house services 
MAXimum - 24,SO~ in-house services 

~hese services must have the fo1lowinq characteristics to ~eet 
the ~imum .and ~alify SOG&E for rewards for performance in 
other areas .. 

l. Each service must include the decomposition of the 
customer's bill into the estimated contri)jutions t::om each of 'the 
lnajor applicances in the household,. and 

2. A Bar chart representation of the decreases in e:'le=gy 
bills that could be obtained as a result of buying. more. etficie~,,: 
air conditioners, water heaters,. refrigerators, an.d other majo::
appliances appropriate for each. customers appliance holdinqs.a::c. 
household members or 

. 
3. A reterence or quide to' where the ~s~o~ers ean 

obtain lnore intomation on 'the cost and avail~'ili":v of speci!:'c 
e!!ieiency ilnprovements for each maj or app,lianee ~ -

In all cases the auditor shall visit the home anc. determine ~e 
customer's preferences tor the style .and type ot se.:::"V'iee. To 
insure all households can benefit trom these se:'Vices~ ":he 
eOl':lpany agrees to make i'ts eustomers aware of the :!ull range o! 
serviees that are available at least two times a yea::- throuq~ 
bill inserts or some other type o,t lnedia • 
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EXhibit No. _______ ~--..:.::;;:...---
Witnesses GW Haddow, M Jaske. 

D Schultz F:-\lne:: S. Fe~;1ro 
AC:"l':i:,,:js~.ltive Lz.w Juc~~ 

CALIFORNIA PUBLIC UTILITIES COMMISSION 
Division of Ratepayer Advocates 

. " 
C~IFORNIA ENERGY COMMISSION 

).ND 

S'-N DIEGO GAS & ELEC'ZRIC COMPM"l' (.tr 902-M) 

JOIN'! EXHIBIT 

ON 

DEIO.ND-SIDE ~AGEMEN'! 

for 

SAN DIEGO GAS· & ELEC'mIC COMP).NY' GENER.i\I. RAtt c;..sz 

Test Year 1989 

Before the 

PUBLIC UTILI~ES COMMISSION OF THE STA:E OF CALI=O~~A 

san Francisco,. california. 
May 1988-
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strPP~'!A.L JOIN! TES'I'IMO~",{ OF 

Dr. Michael Jask@. Don Sch~ltz and C~es Haddow 

As an element of San Diego GAS & Electricts (SDG&E) General Rate Case 

Applicat:i.on~ SDG&E prepa.red and distributed the testimony of ~. w. . 
RaddoW' (Exhibit 13) 'Which discusses SDG&E.~$ D~d-Side ~..,;,n.a.sement (DSX) 

Musurement and Evaluation activities. :he D:£.vision of Rate~yer 

AdVOQtes (DRA) and ~lifornia Ener~ Cormnission Cac) reviewed SDG&Z's 

Application and prepared detailed reports on these activities (Don 

Schultz (DRA.) and Dr. Michael Juke CCEC)). Discussions "oIhich have 

oceur:ed betwee.n the parties since the distribution of these doeuments 

have resulted in agreement on the central issue-$. raised. 1:1 tlle repor':.S. 

Th~ terms of this agreement are expr:essed in tne joint test:iJ:ony set 

forth beloW'. This supplemental testimony augments the discussion of 

thue issues found in the reports • 

'rbe March. 7 ~ 1988 Sti.puJ...tion and Agreexnent entered into by Dividon 0: 
Ratepayer Advocates,.. City of San Diego. the Federal Executive Agencies .. 

and SDG&E in part desC1:ibes the puties agreUlerit to DSM· programs and 

funding levels.. The proposed budget level for =usurement "''''l.<! eval~

tion activities identified in the Stipulation is $2 .. 751 million. 

Since executing the Stipulation .. DRA.. and SDG&Z have agree<! upon the 

Penalty/Revard Mechanism alluded to, in the Sti,ulation to apply to

SDG&Ets DSM programs in lieu of balancing account treatment~ !he 

mechanism specifies a range of authorized annual expenditures for the 

measurement and evaluation activities descri~e~ in the Stipulation of S1 
million to- $3.4 =illion~ Under the terms of the mechanism .. SDGUts 

measure=ent .and evaluation GJ)enditures may not fall outside of that 

dudband range without mutual agreement between SDG&E and the CPUC sta!: 

u speci£:l.e<! in the Penalty/Reward Mechan1sm. DRA,.. the ac st.aff and 

SDG&E a~ee that this approach will adequately ensure the continued 

avail~bility of funding for necessa.ry measurement and' evaluaMon data • 

- -
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Attachment 1 defines the SCope of ~~ collection activities of interest 

to the CEC. These activities will be conducted as part of the measure

ment and evaluation progr~ identified in the Penalty/Reward Mee~~ism. 
SDG&E will not substantially mOdify the funding for measurement and 
evaluation activities as specified in the Penalty/Reward Mechanism 

without first seeking the comment~ And advice of the CEC. There:ore~ 

the CEC Withdraws its recommen~tions for limitations on managecent 

discretion found on pages 19 and 20 of Dr. JUke's 
',' 

prev1o~1y-d1str1buted report. 

The CEC staff" DRA and SDG&Z also agree that end-use metering/recording 
for residential and commercial customers should be expanded and that 

this will occur within the fWlding guidelines refe::ed to above. '!'he 
specific scope of metering/recording which SDG&E will conduct during the 

enS'I.ling rate cue cycle :!.s proVided :I.n Attachment 1 to this test:!..=ony. 

The DRA." CEC sUfi arid SDG&E are' :I.n agreament tllat all other measurement 

and evaluation activities" e .. g. those not refennced in Dr. Jaske"s 

report" will be conducted as· provided for in the Stipulation and Penal
ty/Reward MechaniSl'.tl~ 
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A'l"l'ACEMIDJr 1 

San Diego Gas & Elec~~ic 

Da~a Collection Activities of Interest to the CEC 

LOAD METERING 

a. Class Lead 
1. Operations 
2. Meter Convra~sien. 

b. End Use 
lo. Residential 
2.. Comm.~cial 

c. Special Projects 

CUSTOMER SURVt'Y'S 

&. Residential 
l. MIRActE 
2. Other 

b.. Commerc:i41 
1. CEUS 
2~ Nenre~ident1~ Audits 
3. Other 

e. Industrial 
1. Indus~ry Studies 
2.. Nonresidential Audiu 

"". 
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End Use 

Residential 
Cc=De.rcu,l 

TOtil 

'Note: 

APPENDIX B 
Pasc 18 

SA..~ DIEGO CAS (. '.£l..EcttIC 
LOAD RESEARCH PLAN 

(NllMBER OF RECORDING DEVICES) . " 
SDC&EfCEC Ag~eement 

1989 -
30 

160 

19o' 

1990 -
30 
2S 

-ss: 

100 
210 

:no 

These changes are to su~rsed.e the ·CEC Recommend.&t1oas &ssoc:!.&te<! vi'th. 
End Usa metering' froe· the. Table 2 Notes in. the CEC Test~ony of Michae.l 
3~e on ~ge 9. . 

With th~ exception of the Dec:!.sion. Maker Criteria Study 1n 1989-19.91 
. and the Marketil1g SeJPHl'ltationStudy in 1990-1991" the. ,Measurement .and '. 
Evaluation :Budget rcnaw lmchanged... 'this is consistent vi-:h paragraph 6 .. 
page 3 of CEC Tastimony of Michael R. Juke., April 14 .. 1988. vhich states 
that ''' ••• other MusunmL."lt and Evalu.a.tion projects will be. dovnscoped or 
eliminated in order to supply the fundsnecassary to- support .the increasec 
level of expenditures rec:om=ended by the ac_'" 

(END OF APPENDIX B) 

LJ'RI.6 
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AGRE~~T REGARDING CIEE FUNOING AND P~OCEDURES 

1. The parties acknowledge that enhanced funding and 

effort in the area of medium- and long-ter.m research and 

development for end-use efficiency h~s the potential for . . 
ultimately benefitting SOG&Ets ra~epayers. 

2. ClEE believes SOG&E should increase its =esea=c~ 

and development budget :by increas'ing the amOU.l''lt spent on 

end-use efficiency projects. SDG&E belie.ves its commi-:=.e:::: 

to end-use efficiency reseazch and development is more t~~ 

adequate and, therefore, these increases are unnecessary. 

3. The parties understand that SDG&E'is not the sole 

contributor to. C:tEE fundinC;. CIEE :be.lieves that utility 

funding shoulc:t be done on' an equi ta:b·le basis. 

4. The parties agree that ef!eetive eoordi:latio::. c~ . 

end-use efficiency research and development can avoid 

duplication and wasted effort. 

s. CItE contends it can improve coordination 0: 
end-use efficiency research and development. 

6. The parties agree that the best way to dete:=ine 

if CIEE can improve the coordination o·f this area 0·: 
research and development is by de:nonstration. Therefore, 

\ 
\ 
't 

1 
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CIEE sho~ld be given an opportunity on a test Dasis to 

demonstrate that it can sufficiently improve the 

coordination of this area of research and development to 

j~stify continuing funding by SOG&E • 

. " 
7. The role of CIEE will be one of coordi:lation 0.: 

the end-use rese~ch and analysis efforts, which includes: 

A. Bringing together the utilities and other 

interested orqanizations to-determine the projects to. be 

pursued, the orqanizations to' undertake the research ane. the 

level o-f funding' to- be committed to each pro-ject • 

B. 'Serving as a clearinghouse for in!or.mation 

among' the utilities and ,other interested organizations as to

research efforts in end-use efficiency_ 

C. Ac.."Uinistering the placement and oversight of 

research efforts done with ClEE funding_ 

8. The portion of utility funding devoted to over~eae. 

costs (for both CIEE and the research institution) for a. .... y 

particular proj ect shall not exceed usual overhead leve.ls. 

The Program Board shall consider overheadco-sts in reviewing 

and approving CIEE funded research. ClEE and the P:ogram 

Board. shall aggressively pursue funding of ClEE overhead 

costs from non-utility sources. 
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9. An o~jective of CIEE will be for CIEE-f~neee 

projects to be undertaken by experiencee, knowleegea~le, ane 

qu~lified California instit~tions. Selection of researc~ 

projects shall be consistent with CIEE's multi-year research 

p~an and shall be bas~d on the quality ~f the proposed 

research (inclu.ding su.ch factors-,as quality of on-qoing 

research, potential benefits, available facilities, 

technical expertise, and enhancement of long-te:m researc=. 
.'- -

capability. ) 

lO. elSE shall have a Program Boar~. The ?rogr~~ 

Board will be comprised o,f, at a minimum, the Director 0,: 

elSE, represent~tives (one each) from OC and each utility 

contributing. to C!EE, and '(at their discretio~) ~e 'C~OC, 

CEC, EPRI, and GRI. Each organization shall desiqnate its 

own represe~tative. The Progr~ Board shall establish rules 

and procedures that provide for: (l) pa:ticipating 

utilities to collectively have at least 50% of the vote o:=. 

issues before t~e ?rogram Board:. and (2) each private:y 

owned utility cont=~\lting to- CIEE rese~=eh to- have a~ e~.ial 

vote on the Progr~~ Board. 

11. ' 'the p:'ogram Board shall' estal:>lish policies to :=e 

used by the DirectOr of ClEE in preparing a multi-yea: 

research plan, including guidelines and procedures for 

allocating ClEE research and development funding. =he ?:~ 

shall be s~mi 'toted to. the Progr~ Boare. for its review a:d 

3 
, " 

". -.".,~<:..'. 
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approval. The Director of CIEE, with the aevice and consent 

of the Program Board, has the responsibility of ixnple."nenting 

the multi-year research plan and, in the context of that 

plan, determining appropriate pooling o,!' utility funds, 

research projects, project funding levels, and the 

institutions that will carry out',the .projects. This 

responsibility will be exercised with the intent of having 

true coordination among the utilities so· as to· ensure th~t 

the people of the State o·! California receive tb.e maximu..'U 

value for these research efforts. All expenditu=es of 

utility funds through CIEE shall :be Subject to ~~e following 

constraints: 

A. such funds shall be used for research and 
analysis related to medium-and long-term end-use efficiency: 

and 

B. all utility funes avail~le to CItE shall be 

committed each year to appropriate projects. 

12. The utility shall have the right to select the 

projects it will fund,. consistent with paraqraph 11 ~ove. 

If a utility disagrees with a decision of· the CItE Director 

and Program. Board (made pursuant to- paragraph 11, above) it 

will have the right to refuse to fund a particular project 

or projects. - .. 

4 
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13. The utilities are to cooperate with CIEE in 

coordinating end-use efficiency research. CIEE and :unding 

utilities shall jointly have the oblig~tion to develop 

sufficient enerqy end-use ef~iciency project ideas so that 

all 'utility contributed dollars are committed to projects 

acceptable to the utility.. The p~rties understand that a 

failure to, cooperate in good faith may result in further 

action by the CPOC to ca.rry out the purposes of this 

aqreement. 

14. CIEE will aggressively pursue recovery of inco~e 

from patents or other intellectual property rights developed 

as a result of elEE research and this income shall bene!it 

ClEE research sponsors. The extent to which this income is 

used to offset future contribution to, CIEE or to othe:wise 

benefit ratepayers is to be determined by the CPOC in its 

periodic consideration of W&D funding. 

15.. CIEE and its activities are being funded on a tes": 

basis. In order to provide an opportunity to ev~luate the 

CIEE coordination role, it is understood that ClZE will 

prepare a publicly available a.nnual report for each cale.nd~= 

year covering both CXU's coordination activities a:ld 

research projects funded, and commenting on the man.."ler in 

which CIEE is meeting its purposes. The report shall be 

reviewed and approved by.the I>rograln'BOard before i'ts 

release. All Progr~ Board members shall be given a 

5 



A~87-l2-003, I.88-0l-006 

• 

• 

• 

APPENDIX C 

reasonable opportunity to include within the report a 

section either indicating ~~eir concurrence or disasre~e~t 

with the report. This annual report shall be issued o~ 

March 1 of each year commenci~g in 1990 so that it can be 

consia.erec. in evaluating C:EE's coora.ination role ane. in 

analyzing future func.inq.. . o' 

16. SOG&E shall contribute $100,000 in 1989, S2"25,000 

in 1990, ana. $350,000 in 1991 t~ CIEE. '!hese c.~l,lar amounts 

represent nominal c.ollars ana. are not to be escalated. CIEZ: 

shall use these contribute a. dollars t~ func.,ena.-use 

efficiency research subject to the terms ana. conditions 

herein. These dollar omounts ~hou14 be acicied to" the lW'&:!:) 

·budget of the stipulation which is Exhibit 98' in SOG&E's 

1989 qeneral rate case proceeding, Application No-. 

8'7-12-003. 

l7. '!his agreement may be'introducec. as evic.encein 

SOG&E's 1989 qeneral rate case proceeding, but or.ly !o:: ~e 

pu:pose of recommending a cor::promise settlement re<;,arding 

III 

III 

III 

III 

III 

1/1 .' 
1// 

6 
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SDG&E funding of CIEE. This agreement shall not be used as 

evidence, precedent or an admission by any person in Any 

cpoe or judicial proceeding that SOG&E funding is 

,,-ppropriate,. 

Entered this 8th <!lay of July, 19S5, between the following: 

SAN DIEGO' GAS , E!.ECTRIC COM:?~~ 

DIVIS,ION OF RA'I'EPA-VER At)VOCA.:'ES 

CAI.IFORNIA INSTITUTE FOR :D.'ERGY 

EFFICIENCY' 
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CERTIFICATE OF SERVICE 

I hereby certify that I have this aay servea the foregoing 

dOCUlnent upon all known part'ies of record in this proceeding by 

mailing by first-class mail a copy thereof properly addressed to 

each such party. 

Oate~ at San Francisco, California, this 12th day of 

July, 1~88. 

/s/ LAO'RA K. WALLACE 

Laura R. wallace 

(END OF APP:CNDIX C) 
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SAN DIEGO GAS « EI.EC'rnIC COMPA.\";l 
Electric Oepa~~ent 

Page 1 

SO:1MARY OF EARNINGS AT ADOPTEO REVENUES ~~ EXPE~SES 
(=~eu~~nds ot 1939 Do:lars Unless Othe~Nise Indicated) 

Test Year 1989 

Dc:;cription 
~~-~---~~~--~-------~---

Operating Revenues 

Sales to customers 
Non-Jurisdictional 
Miscellaneous 

=otal Operating Revenues 

Operating Expenses 
~~-----~-~--------Operation & Maintenance 
Uncolle.ctibles 
Franchise Requirements 

Subtotal (1986 Dollars) 

Labor Escalation Amount 
Non-Labor Escalation Amount 

Subtotal (1.989 Dollars) 

De-oreciation & A:lortization, 
T~xes Other Than On Income 
C~ Corporation Franchise Tax 
Federal Income Tax 

Total Operating Expenses 
-Net operating Inco~e 

weighted Average Rate Base 
AUTHORIZED RATE OF RZTO'RN 

Adoptee: 

5795-,761 
1.,<'4S 

17,005 

$3:1<',211 

2'21,836-
15,,573-

1,6.79 

$239,088 

12',583 
9,13 .. 

$260,805-

153. .... 84 
37 .. 6·66-
26,2'15-
94,.':6l 

$577 "Q~l 

$2~6,S.80 
2,173,<..5l 

10.86% 

---------------------------~-----------------~-------
Adopted Revenues at Adopted Rates 
Stipulated Revenues at Present Rates 

AUTHORIZED INCREASE IN REVEN'O'ES 

$.01<.,211 
$8.740,487 

($60,Z76) 
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SAN DIEGO GAS & ELECTRIC COMP~\7 
Gas Depart:nent 

Page 2 

SUMMARY OF EARNINGS A~ ADOP~ED REVE~~~S· ~~D EXPE~SES 
(~housan~s ot 1989 Dollars Unless Othe~~ise In~ica~ecl) 

~est 'tear 1989 

Description 
--~~~----~~~-----~-~---~ 

operatin~ Revenues 

Sales to customers 
Interdepartmental 
Miscellaneous 

~otal Operating Revenues 

Operating Expenses 
---~------~--~----operation « Maintenance 
Uncolleetibles 
Franchise Requirements 

Subtotal (19S5 :O~llars) 

Labor Escalation Amount 
Non-tabor Escalation Amount 

Subtotal (1989 Dollars) 

Dep~eciation « Amortization 
Taxes Other Th~n On Income 
Ck Corporation Francnise ~~X 
Federal Income ~a~ 

~otal Operating' Expenses 

Net operating Income 
Weiqhted. Avera9'e Rate Base 
AU'rHOlUZED RATE OFRE'rO'RN 

Ad.opted 

$11":',109 
14,':60 

3,.152 

$1:31,.721 

$5-1,.300 

3,21S 
1,696 

$56,214. 

23,.056 
5,5-16-
4,..015-

13,.137 

$101,.9:3& 

$29,.7S3 
274,.2'48. 

10.86-'0 

------------------------------~~-------~-------~-----

Adopted Revenues at Adopted Rates 
Stipulated Revenues at Present Rates 

Aln'HORIZED INCREASE' IN REroIJ.:.S 

$131,721 
$118,.324 

$13,397 
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s&~ DrEGO GAS « ELECTRIC COMP~~ 
Stea:t Department • 

S~..AR,[ OF EARNINGS ;.:: ADOP'!ED ~VENtJES A.~O EXP:::~SZS 
(thou=~nd~ Of 1989 Dol:~rs Unlo== Othe~Nise Indic~tG~) 

'I'est '[ear 1989 

Deseription 

Operatinq Revenues 
----~-~-----~~~-~-
sales to customers 
Miseellaneous 

Total operatinq Revenues 

Operatinq Ex?enses 

operation & Maintenance 
'C'neolleetibles 
Franchise Requirements 

subtotal (1986 Dollars) 

Labor Esealation Amou~t 
Non-Labor Escalation ~ount 

Subtotal (:L989 Dollars) 

Depreeiation & &~orti:ation 
Taxes Other 'I'han On I~eome 
CA Corporation Franehise Tax 
Federal Income 'I'ax 

Total operating Expenses 

Net operating Inoome 
Weighted Average Rate Base 
A'O'rHORIZED RATE OF IU:~ 

1,.182 
2S 
o 

$1,210 

7S 
52 

Sl,";l3 

$25 
233 

:LO .SS!'.; 

-~---------------------------------~-~--------~~-----
Adopted Revenues at A~QPted Rates 
Stipulated Revenues at Present Rates 

A'O'rHORIZED INCREASE IN REVEN'O'ES 
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Decision __________ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORN~ 

In the Matter of the Application of 
SAN DIEGO GAS &- ELECTRIC COMPANY 
for Authority to Decrease its 
Rates and Charges for Electric, 
and to Increase its Rates and 
Charges for Gas and Steam service .. 
(U 902-M) 

Order Instituting Investigation 
into the rates, charges, and 
practices of the San Diego" Gas &-
Electric Company.. ' 

Application 87-12-003 
(Fi,led December 1, 1987) 

! 
I 

I 

I .. 88-01-006 
(Filed January 13, 1988) 

(See Decision 88-07-02 for appearances.) 

~Lw, 
Smmm:Y ' 

A settlement document/iS adopted for san Diego Gas & 
Electric co~pany's (SDG&E) tesiyear ~989 general rate case," This. " 
doeu:ment, together with agreemrnts for demand-side management, and, . 
research, development, and d,o,nstration, (ROGeD), r~solve ail' of the 
issues in this proceeding except depreciation, cost of capital,. ". 

" ~ , ' 

attrition, rate design, womeii. and.: minority business enterprises , 
(W/MBE), and the studies re~'ired by SDG&-:S's last energy cost 
adj ustment clause (ECAC) de~ision.. Subsequent decisions will 
address these remaining iss<,.es. 

" , " , 

For test year 1.989, the Stipulation and Aqreelilent results 
in a decrease in electr;l'e ates of $GO .. 3- million or 4 .. 5%, and an " 
~cr~se in gas and steam :r~tes of S13 .. ,4million'or 3-.0% and$O .. s.,; 
l'1U.1110n or 32 .. 3%, respe .. vely.. , " ,,' , 

-'1:-

, .~ .. 
, " ,'" 
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Introduction 
This aec::ision aadresses the Stipulation ana Aqreement 

among SoG&E, Division ot Ratepayer Aavoc::atis (ORA), Feaeral 
EXec::uti ve Agencies (FEA) , city of San ~ieg ,. ana t1tili ty Consumers 

i 
I. . Act on Network (OCAN) on most cost ana noneost 1ssues ~ SOG&E's 

/ 
general rate ease tor test year 1989. These parties have reaehea 

. I 
agreement on all issues in SDG&E's gene=al rate ease except 
depreciation, cost of eapital, attriti~, rate aesign, ana two 
studies required to comply with Decis~n (D.) 87-12-06.9, SDG&E's 

I 

latest ECAC·decision. These issues will be aadressed in subsequent 
orders. Aaditionally, there are thr~e areas which are incluaea in 
the Stipulation and· Aqreement that Jere either contested or a 
separate aqreement was reached'. / 

. I 
The first ot these is WI;MBE. While this. issue was 

litigated by the American G.I. Forum, League ot t1nitea Latin 
I . 

American Citizens,. and Filipino American Political Association 
I . 

(Public Advocates) no- specific :z;oecommendation was maae with respect 
I 

to the t'Unding level for this p;roqram. proposea in the St'ipulation 
and Agreement. Because no· recommendation has been maae to- adjust 
the proposed. :fUnd.inq :ror SDG&~'S W/MBE program,. we will <:le:rer the 

r 
resolution ot this matter until all other contested issues are· 
addressea _ I 

The remaining two- areas, demana-siae management ana 
I . . 

RD&D, are part of the Stipul:ation ana Aqreement, but separate 
I . . 

agreements were reached. These two adaitional agreements will be 
discussed below. f 
Procedural Baekground. I 

On December 1, ~9S7 SDG&E filed Application 
CA.) 87-12-003 requesting/aUthOrity to, reduce revenues tor its 
electric department by $36.0 million or 2".6%, ana increase revenues 

I . 
tor its gas and. steam defartmente by $22.4 million. or ~.O% and $0.4 
million or 26.0%, respectively_ SDG&E's. application requested that 

I 
I 
f 

- 2' - . '. 
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these changes be made for test year 1989 and that'it be authorized 
attrition increases for 1990 and 1991. 

On January 7, 1988:, a prehearinq conference was held in 
I 

san Diego to discuss procedural matters. At (the prehearinq 
conference SOG&E and ORA expressed a j oint i~tent to, explore the 
settlement of some or all of the issues in }:hiS proeeecling. on 
March 7, ~98a. SDG&E, ORA, the City of san;nieg<>,. and F.EA entered 
int<> a stipulation and Agreement resolvinq most of the revenue 
requirement issues tor SDG&E's general tate case. Ultimately UCAN 
entered into- the settle:ment as well. iearinqs were held on May 11 

/ . 

and ~Z,. 198a. during which testimony was taken concerninq the 
Stipulation and Agreement and RD&D,. WfKBE, and demand-side 
management issues. On June 14, 198a.!a comparison exhibit was 
submitted which detailed the revenue- requirement associated with 
the Stipulation and Agreement. / 
stipglation and Aax_ent 

'rhe stipulation and Aqreement,. includinq two aclclenclums, 
is attached as Appendix A;. . It e1>lains the process by which the 
agreement was reached, the backqroundwh1c:h led up to the 

I . 

agreement, and the specitic$ of Jthe agreement. :In summary,· the 
settlement proeess was a lengthy one in which all parties tOo 

J .. fa • 

SDG&E's most recent ECAC and-general rate proceedl.ngs were l.nvl.ted 
J 

to an introductory meeting held after SOG&E's NOI was accepted tor 
filinq and prior to the :filinq! of A.a7-1Z-00:J.. At that meetinq it 
was cle't:erminecl that settlement <1iscuss:i.on would not beqin until 

. I 
after ORA~s reports were released. 

Atter its reports w~re issued, DRA invited all parties . 
who entered appearances at tile prehearinq conterence in A.8.7-12-003 
to a second meetinq. At thiJ meetinq, which was held at the' State . I . 

Building in San Diego on February 16 and 1.7, the parties' agreed to' 
maintain the COnfidentialitylof their discussions. Additional 
meetinqs were conducted unti~ a settlement was reached.. However,. 
the stipulation and Aqreement was not f~nalized and executed until , . 

:3 -
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all parties participatinq in the settlement meetings were provided 
an opportunity to otfer their views. .' 

For test year 1989 the Stipulation and A9reement results 
in a decrease in electric rates of $60.3 milliox/or 4.5% and an 
increase in gas and steam rates ot $13.4 mil~n or 3.0% and $0.5 
million or 32 .. 3%, respectively. This asswnes no chanqe in SDG&E's 
last authorized return on rate base and ~t SOG&E's quantityinq 
added uncertainty (QAU) methodology tor c'lculatinq depreciation 
expense is retained. Both of these wiU be resolved in orders 
prior to January 1,,. 1,989. / 

While return on equity ano/QAU are not part of the 
settlement,. ~ere are a num})er of ~ems included in the Stipulation 
and Agreement that are su])jeet to ~qe in accordance with the 
aqreement. These are listed. below: . 

/ . j Labor and nonlabor expenses are sub ect to 
revision based on Dat;a Resources Incorporated's 

•• thi~d quarter 198~ forecasts • 

Electric Power Resekch Institute (EPRI) dues' 
and NUclear Requlat'ory Commission (NRC) fees 

• 

will be updated tol reflect the actual amount· 
which SDG&;E is assessed for 1989 .. 

I 
Working cash allowance is subject to· change 
based on the outcome ot the State income tax 
timinq issue in A.85-12-050. 

/ -

1988 postal rate increases may be retleeted .. 
~he 1988 postal/increase- was included in the 
JUl'le comparisori exhibit and is reflected in the 
attaChed swnmary of earnings. 

I 
WfMBE proqram~osts can be increased up to 
$200,000 to reflect additional activities that 
are required. i 
In a4dition ~ the quanti:tied effect the Stipulation and 

Agreement has on ratest the aqreement prov.ides tor the following: 

The transfer of $2.:4 million in RD&D expenses 
tor the HI Binary Geothel:lllAl Plont:from the 

- 4 -
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qeneral rate case to SOG&E's annual advice 
letter tiling tor the Heber project •.. 

/ 
A one-way balancing account tor SOG&E's RD&D 
pr~am consistent with what was adopted tor 
Pac1fic Gas and Electric company/and Southern 
california Edison Company (Edison). 

SOG&E's tiling of an apPlica~n to seek the 
estal>lisbment ot a memorand.um account to· 
accumulate certain hazardous waste 
expenditures. / 

I 
The application. of the paant held tor tuture 
use quidelines adopted~n D.S7-12-066, Edison's 
general rate case decision·, to· SOG&E with three 

. qualitications: (1) a tive-year planning 
horizon tor general plant instead of three 
years, (2) an effeC'bive date for the guidelines 
of January 1, 19S9',fand. (3) justification tor 
eaCh new item in SDG&E's next general rate 
case. I 
A preapproval of (certain interutility purchase. 
power contracts fit the following conditions are 
met: (1) preapproval requirements apply 
equally to all~litornia electrie utilities, 
(2) the guidelines do not place calitornia 
utilities at a competitive·disadvantage, and 
(3) the quidelines provide for a practical and 
expeditious ~eview. 

Finally, thJ Stipulation and Agreement contains the
J 

following key terms ~d conditions: ., 
• 

No part ot;the sti~ulationand Aqreement shall 
have any precedent1al value in any proceeding. 

# . 
Any party may withdraw tromthe Stipulation and 
Agreement lit modified by the Commission, . 
however, parties aqree to negotiate with regard 
to any Commission-ordered· changes in good taith 
to restore tbebalanee of benet its and burdens. 

~ 
No- portion ot theStlpulation and· Agreement, 
its terms~. conai tions,.· or any of the discussion 
leading to it, may be used in bearings without 
prior express written eonsent by all the 
parties. t . 

\ 
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All parties aqree that the Commission's / 
approval and adoption of the Stipulation and 
Agreement is in the public interest, ~:~~ides 
just and reasonable compensation t~ S~E tor 
test year 1989 expenses, ana av~ids lengthy 

U@lond-tide ManAgement Agreement 

/' 

litigation. / 

Although the Stipulation and A~ement provides funds for 
SDG&E's delDalld-side management pr09X'u, ;the california Energy
commission cac) recommends that an appliance incentive test and a 
residential conservation service CRcs;f/ENERGRAF study be funded by 
$300,000 in carryover funds trom, SDG&E's conservation/load 
management adj ustlnent clause. (CLMAc) balancing aceount .. 
Additionally, CEC recommends thatJ'an air conditioning marketing and 
program desiqn study be completed with the funding specified in the 
Stipulation and Agreement .. ' Fin~ly, SDG&E, DRA, and CEC sublZlittecl 

a joint e.xbibit recommending erid-use met~ring/recording :for 
, f 

residential and commercial customers and· a penalty/reward mechanism 
,I 

be adopted based, onSOG&E's performance with its dellland-side 
managem~t program. None oi the parties to- the Stipulation and 

I 

Agreement have voiced oppo~tion t~these recommendations. 
The details ot the recommendations and the penalty/reward 

~ 

mechanism are contained 11):, Exhibits 102, and 115-11S'. These . 
I 

exhihits are attached as Appendix s.;. 
( 

JmiD Aqreelgent ; , 
the california/Institute for Energy Efficieney (CIEE) was 

the only party to, conte sit the proposed RD&O' tUndinq level shown in 
) 

the Stipulation and Agreement. However, ORA, SDG&E, and ClZE, 
,I ' , 

suDsequent to- the hearings on RD&O, entered :into an Aqreelncnt , ' 

Regardinq CIEE Funding ~d Procedures. The, agreement wh.ich 
~od1ties the RD&D funding level shown in the Stipulation and 

I 

Agreement i& attached as Appendix c. 
" In a motion dated July 12, 1988 ORA requests on behalf of 
I, ' 

itself, SOG&E, anel CIEE that their agreement be adopted as a 

\ 

.V' 
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revision to the RD&D funding level shown in the Stipulation and 
Agreement. In its motion DRAstates that other signatories to· the 

, /l 

Stipulation and Agreement have been contacted/and do· not consider 
the agreement for RD&D to be inconsistent wi;th the tems of the 

I 
Stipulation and Aqreement_ ~ 

In summary the agreement provi~s for the following: 

Funding by SDG&E of CIEE at .~minal dollar 
levels of $100,000 in test· year 1989, $2"2"5,000 
in attrition year 1990, ana $350,000 in 
attrition year 1991. ~ 

CIEE funding on a demonstration basis, to 
determine if CIEE can sufficiently improve the 
coordination of end-use efficieney to justify 
utility funding. ;I 
CZEE's role to· be ~t of coordination as 
defined in the agreement. . 

CXEE's aetivitie~, including the determination 
of which projeetsare to. be funded, the level 
of tanding and wlch institutions will 
undertake the research, to be under the 
direction of a ~oqram. Board comprised of 
representatives/of each utility contributing to 
CIEZ, as well as. other entities (including the 
PUblic utilities commission and CEC) that may 

. c:hocse to par'tjLeipate. . 

Discussion ! 
! 

Before passing on any settlement as proposed in the 
stipulation and AgreemJnt, we must consider whether it is in the , 
public interest and enSure that all parties were given adequate 
notice and OPportunit~to address and. explore their coneerns_ 

As we stated !nthe Opinion Proposing Rules' Governing 
Settlements. and StipuJ!ations, D.87-11-053.: 

'StiPulationl and settlements can provide useful 
methods forJresolvinq public utility 
proeeedings and these methods can achieve 
mutually ac~eptable solutions, reduce 
uncertainty ~\ expedite regulatory review and 
conserve p ic and private resources • 

- 7 -
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/~~' 

/'.1 

Stipulations have been an integral part~f the 
Rate case Plan since its inception, with 
specific· areas of agreement placed 0;( 'the 
recor4 together with the original position ot 
the agreeing parties and. the effect of the 
agreement on the rate request./ 

The parties which have si~e~lthe stipulation and. 
Agreement state that it: (1) is in tlIe public interest, (2) will 

I 
result in revenues to SDG&E to compensate it for a level of 
expenses in the 1989 test year tha-f is just and reasonable" 
(3) resolves in a fair manner thi alternative expense esttmates 

,f 

submitted in this proceeding, and. (4) avoids lengthy litigation. 
Hearings were held at whi~ ~l parties to· this proceeding were 
provided. an opportunity to ~ress their views and. conce~ with 

I 
the Stipulation and Agreement. While some parties expressed 
concerns. over dema:nd-sidelmanagement and RD&D prO<Jram expenditures,. 
these were resolved in a~eements subsequent to the Stipulation and . " 
Agreement. With the submittal of the additionaJ. agreements, no 

• 

. I 
. par:ty is opposed. to ~r has expressed' any concerns with the 

Stipulation and Agreement .. 

• 

I 
We note that the Stipulation and Agreement was executed. 

I· . 
atter all parties were invited to the settlement meetings and. . 

! . 
provided. an opportunity to- comment on the.proposed settlement. 
Additionally, be~ings were conducted which provided. parties an 

I 

opportunity to- question proponents of and argue obj ections to. the 
I ' . 

settlement. 'Fifa.lly, with the additional agreements tor demancl-
side mana.gement and RO&O, no, party voiced opposition t~ the 
stipulation arid Agreement. ~erefore" we believe that the 

I 
'Stipulation and. Agreement process was open and accessible and is. an 
acceptable a~proaeb for resolvinq many of the issues in SDG&E~s 
general ratefcase~ . 

Not only do· we consider the manner in which the 
Stil)ul.ation I and Aqreement was executed to- be fair and reasonable, 
but also the results which yield a net $46.4 million reduction in 

V 
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rates tor the gas, electric, and s~eam departments. Besides the 
"direct savings to- ratepayers, there has :been considerable saving's 

in litig'ation expenses for public and private parties and our 
regulatory process has :been expedited. // 

While this is not the first settlement/we have 
considered, it is the tirst since we undertook/the proposal of 
formal rules to govern settlements and stipuJ.,ations. The process 
which led to the stipUlation and Agreement'ln all respects meets or 
exceeds the requirements which were propo~d' in the formal rules. 

Although the Stipulation and ~eement provides 
sutticient intormation tor cleterminin~DG&E'S revenue requirement,. 
it is not accompanied by complete, acc:ount-by-account results ot 
operations. While we generally nee' not ](noW' the history and 
details of settlement n~otiationsf there is value to having more 
complete results of operations onl~e record. without this 

- I 
docu:mentation t~ resolve disputed revenue require=.entissues,. it 
may be difficult't~ approve a ~ttlement_ Further detail would 
also assist in processinq atttition tilinqs and could :be used in 
analyses of innovative ratemakinq: proposals such as performance 
based pricing, or of utili t.j merqers .. 

According'ly, we p{,.t the part!es to the 'stipulation and 
• Agreement a~well as to- other major rate proceeding's on notice that 

I . 

in the future, we expect ,detailed results of operations tables to 
accompany revenue requirement settlements. . 

The adopted r~~enue requirement is based on the June 14, 
1988 comparison exhibit/Which reflects the Stipula~ion and 
Agreement. Xt was adjUsted to reflect the aqreement for RD&D,. 

SOG&E's last authorized rate of return, and some minor 
computational errors discovered byo~ Advisory and Compliance 
Division. Atb.ched ak Appendix D 1s:the ~dopted swnmary of 
earninqs for each de~artmen.t_ As specified in the, Stipulation and 
Agreement the adoptel-revenue re~irement is subject to revision to 
refleet ehanqes in c (t o~ capital, labor and nonlabor escalation 

• - 9 -
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~actors, EPRI dues, NRC fees, working cash allowance, and W/MBE 
proqram costs. These costs will be established in ~/s~cond 
discussion prior to- January 1, 1989. /' 
FindiMs of Pact 

1. On December 1, 1987 SOG&E tiled Appl~eation 
CA.) 87-12-003 requesting authority to- reduc~revenues for its 

I electric department by $3 & .. 0 million or 2-. ~, and increase revenues 
tor its qas and steam departments by $22 •. ~million or 5.0% and $0.4 
million or 26.0%, respectively.' / 

2. On March 7, 1988- SOG&E,- ORA,/the City of San Diego, and 
FEA entered int~ a, Stipulation and Agreement resolving most of the 

revenue requirement issues for this r.eneral rate ease.. OCAN 

ultimately signed the Stipulation and Agreement. 
3. Hearings were held on Mi.y 11 and 12" 1988 during which 

testimony was taken concerning ~e Stipulation and Agreement and 
RD&D, W/1!fJ3E, and demand-side ma.riagement issues .. 

4. A comparison exhibi.Jwhich details the reyenue 
{ . 

requirement associated with the Stipulation and Aqreem.ent was 
au):)mitted on June 14, 1988./ 

s. All parties to· A .. 8.7-12-003 were invited t~ participate in 
,f 

settlement meetings concerning SOG&E's general rate case filing for 
test year 1989. ' ,/ 

. I 
6. Settlement discussions did not commence until ORA's 

reports. had been issued.;' 
7. The Stipulation and Agreement was not finalized and 

" . ' 

executed until allpa~ies participating in the settlement meetings 
I' 

were provided an oppo~unity t~ offer their views • . , 
8. For test year 1989 the Stipulation, and Agreement results 

v 
in a decrease in ele~ic rates. ot $60 .. 3 million or 4.;.5% and an 
increase in qas and s'team rates. of $13.4 million or 3.0% and $0.5 

" mlllion or 32.3%, respectively. 
9. The Stipul~tion and Aqreem.ent provides for revisions in 

" the agreed upon revenue requirement t~ reflect changes. in cost of 
.: 
~ , 

• , 
I 

V 
- 10 -



• 

• 

• 

A.S7-12-003, I.SS-01-006 ALJ/FSF/pc 

;' 
,/ 

capital, labor and nonlabor escalation tactors, EPRI dues, NRC 

fees, working cash allowance, and W/MBE program/costs. 
,I 

10. The Stipulation and Agreement allows tor: (1) the 
transter ot $2.4 million in He~er related e~enses to SOG&E's 
advice letter tiling for the Heber project', (2) a one-way ~alancing 
account tor the RD&D pro<Jra:m, (3) the ;liing of an application to 
establish a memorandum account for hazardous waste expenditures, 
(4) 'the implementation ot quideline~tor plant held for future use, 
and (5) preapproval of interutility!purChase power contracts under 
certa~ con~tion$. J' 

11. CEC recommended that: f (1) an appliance incentive test 
and a RCS/ENERGRAF study be tund.ed by $300,,000 in carryover fUnds 
from SDG&E's CLMAC balancinq ~eount and (2) an. air conditioning 
market.1ng and prOCJX'a:m· deSiqn/studY be completed with the tunding 
specified in the Stipulation and Aqreement. 

I' 

1.2., SDG&E, DRA, and c::EC. submi ttecl a joint exhibit 
~ecommending end-use mete~ing/recording for residential and 

commercial. customers and fa penalty/reward mechanism .. be acl'op,ted 
based on SOG&E's perfomnce with its demand-side management 
prOC]%'am.. I 

1.3.. None ot' the parties to the Stipulation and Agreement have . 
voiced opposition totbe recommendations tor demand-side 

~qement. , I 
1.4. On July 12; 1988 DRA filed a motion on behalf of ORA, 

SOG&E, and CIEE requ~sting that an agreement,. which modifies the 
" RD&D j!undinq level eontained in the Stipulation and Agreement, ]:)e 

adopted. I . 
1'>. The R.D&o1agreementprovides fundinq by SOG&E ot CJ:EE on a 

demonstration basis under the direction ot a Program Board in the 
amount of $l.00,000l in 1989, $225-,000 in 1990,ancl $3-50',000 in 1991. 

f 
~ 
"-
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16. In ORA's motion to modify the Stipulation and Agreement, 
it states that other signatories to the Stipulation and Agreement 
have been contacted and do not cons.ider the 8.g-reement vi th CIEE to 
be inconsistent with the terms of t!le settlement. 
conclusions of Law ... 

1. Depreciation, cost of capital, attritionyr:ate design, 
W{.MBE,. and the studies required by D.87-12-069 should be addressed 
in subsequent orders. /1 

2. All parties were given adequate notice and opportunity to 
address and explore their concerns with thelStipulation and 
Aqreemen1:. / 

3. With CEC's recommendations ana/the agreements on demand
side management and RD&D,. no party is ~posed to the Stipulation 
ancl Agreement.. " , / 

4. The Stipulation and Agreement should be revised ,to 
refiect chanqes in cost of capital j labor and nonlabor escalation 
tactors, EPR:t clues, NRC tees,. work'inq cash. allowance,. and wfM!3F. 
program costs. prior to January 1/ 1989 .. ' , 

S. The Stipulation and A~eem.ent,. CEC's recommendations, and. 
the agreements tor demand-side /mantJ.qement and :RO&D should be 
ac10pted as beinq in the publid interest.. . 

/ 
XN'l'BRIXORDER 

I 
IT XS ORDE'REO, tha't: 

I 
1. The Stipulation anel A""""eement,. CEC's recommendations, and J' ':J-

the agreements ~or demand1side management and RD&D shall be adopted 
as resolution of all of the issues in San Diego Gas,& Electric 
Company's test year 1989fgeneral r~te proceedinq except, 
depreciatioil, cost of' ca~ital, attrit'ion, rate design, W/'1.!EE,. and 

( " 

the studies required by /'l) .. S.7-12-06~.. ' , 
2.. The Stipulation and Agreement shall ))e revised by a ' 

, t 
subsequ,ent decision to retlect changes in cost of' capital,. labor 

, ~ 

1 
~ 
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• . 
and nonlabor escalation tactors, EPRI dues, NRC tees",workinq cash 
allowance, and W/MBE program costs prior to, January/'l, 1989. 

This order ~ecomes ettective 30 days t?om today. 
Dated , at San Francisco, california. 

~ 
/~ 

/ 

.' / 
/ 
/ 
~ 

I 
;' , 
i 

/ 
I 

! 
I 
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in litiqation expenses for public and private parties and/our 
I 

regulatory process has been expedited. '. /1 
While this is not the first settlement we have 

considered, it is the first since we undertoo~ the/~oposal of 
formal rules to qovern settlements and stipulations. The process 
which led to the Stipulation and Agreement in ail respects meets or 
exceeds the requirements which were proposed in the formal rules. 

Althouqh the Stipulation and Aqr~ement provides 
sufficient information for determininq S~E'S revenue requirement, 
it is not accompanied by complete, acco~t-by-account results of 
operations. While we qenerally need nit know the history and 
details of settlement neCjotiations" dere is value to' havinCj more 

/ complete results of operations on the record. without this 
documentation to resolve d'iSpute~evenue requirement issues, it 
may be difficult to approve a s7ttlement. Further detail would 
alsO' assist in processing attr~ion filinqs and could be used in 
analyses of innovative ratelXl.aldnq proposals such as pe~ormance 
based pricinq, or of utili~mergers. 

Accordinqly, we put the parties to' the Stipulation and 
J 

Agreement as well as to other major rate proceeding's on notice that, 
in the future, we expectfdetailedresultso!operations tables to 
accompany revenue requi~ement settlements. . 

Finally r th~ Stipulation and Agreement provides SDG&E 
with an opportunity~to establish a memorandum account to accumulate 
certain hazardous /waste expendi~ures by :filinq an applicatio~. As' 

stated in the Stipulation and Agreement, SDG&E'$ application should: 
contain the same/evidentiary showin~ required otPacific Gas & . / . ' . . 
Electric comp~y (PG&E) in 0.86-12-095.. This procedure was alsO' 
adopted for Southern california Gas Company (Socal Gas) in 
D.87-05-027 ~d Edison in D.87-12-066 .. 

we/re~entlY revisited the procedure for filinq an 
apPlicatior! to establish· a memorandum· account for hazardous waste 
expenditdes in D.88-07-059 tor Socal Gas. and 0.88-09-020 for PG&E .. 

J 
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