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Electric Company. ;

(See Decision 88-07-023 for appearances.)
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A settlement document is adopted for San Diego-Gas &
Electric Company’s (SDG&E) test year 1989 general rate case. This
document, together with agreements for demand-side management and -
research, development and demonstration (RD&D), resolve all of the :
issues in this proceeding except. depreciatlon, cost of cap;tal
attrition, rate design, women and minority business enterprises
(W/MBE), and the studies required by SDG&E’S last energy‘cost
adjustment clause (ECAC) decision. Subsequent decisions will
address these remaining issues. ,

For test yeaxr 1989, the Stzpulation and Agreement results
in a decrease in electric rates of $60.3 million or 4.5%, and an -
increase in gas and steanm rates of $13.4 million or 3.0% and $0.5
million or 32.3%, respectively.
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Jotxoduction

This decision addresses the Stipulation and Agreement
among SDG&E, Division of Ratepayer Advocates (DRA), Federal
Executive Agencies (FEA), City of San Diego, and Utility Consumers
Action Network (UCAN) 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’sS general rate case except
depreciation, cost of capital, atttition, 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 eithex contested or a
separate agreement was reached. .

The first of these is W/MBE. 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 recommendatlon was made with respect
to the funding level for this program proposed in the Stlpulat;on
and Agreement. Because no recommendation has been made to-adjust‘
the proposed funding for SDG&E’s W/MBE program, we will defer the
resolution of this matter until all other contested issues are B
addressed.

The remaining two areas, demand-side management and RD&D,,
are part of the Stipulation and Agreement, but separate agreements
were reached. These two additional agreements will be discussed
below. ‘

On December 1, 1987 SDG&E filed Application
(A.) 87=12=-003 requestlng authority to reduce revenues for its ,
electric department by $36.0 million or 2 6%, and increase revenues
for its gas and steam departments by $22.4 million or 5.0% and $0.4
million or 26.0%, respectively. SDG&E’s ‘applicatxon requested that
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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 prehearing conference was held in
San Diego to discuss procedural matters. At the prehearing
conference SDG&E and DRA expressed a joint intent to explore the
settlement of some or all of the issues in this proceeding. oOn
Maxrch 7, 1988 SDG&E, DRA, the City of San Diego, and FEA entered
into a Stipulation and Agreement resolving most of the revenue
requirement issues for SDG&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 taken 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. :
Comments

In accordance with Publlc vtilities Code § 311, the S
proposed decision of Administrative law Judge Ferraro was mailed on fV,jx

August 19, 1988. Comments on the proposed decision were filed by_
SDG&E and DRA.-

Except for the discussion that detailed results or
operations tables should accompany future revenue requ;rement
settlements, SDG&E and DRA support the proposed decision; Both .
argue that’ 1t is unlikely that the. partles could agree on an
approprxate expense 1eve1 for each account and' that this
requirement will make future settlements nearly impossible. '

Additionally, DRA- states that a challengrng party should
have the burden tO«demonstrate that the overall revenue requlrement

should be different from that. contained in the settlement- We-feel ﬂ*

this places interested parties, which usually have limited .
resources, at a disadvantage and would effectively exclude thelr '
particzpation. Until a proposal is presented that. addresses our
concern, we will expect detailed summary of earnlngs 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 it contested or would have contested at
the hearings. This requirement should provide
the Commission and othexr parties with an
elemental framework within which to evaluate
the settlement.” (P. 3 & 4, D.87-11=-053.)

Stipulation and Agreement

The Stipulation and Agreement, including two addenduns,
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 summary— the

settlement process was a lengthy one in which all parties to
SDG&E’s most recent ECAC and general rate proceedings were invited
to an introductory meeting held after SDG&E’s NOI was accepted for
filing and prior to the f£iling of A.87-12-003. At that meeting it
was determined that settlement discussion would not begxn unt;l
after DRA’sS reports were released.

After its reports were issued, DRA inv;ted all partles

who entered appearances at the prehearing conference in A.a7712-003*f {

to a second meeting. At this meeting, which was held at the State
Building in San Diego on February 16 and 17, the parties agreed to
maintain the.conridentiality'of their discussions. Additional
meetings were conducted until a settlement was reached. However, |
the Stipulation and Agreement was not finalized and executed until
all parties participating in the settlement meetings were.prov1ded
an oppertunity to offer their views.
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For test year 1989 the Stipulation and Agreement results
in a decrease in electric¢ rates of $60.3 million or 4.5% and an
increase in gas and steam rates of $13.4 million oxr 3.0% and $0.5
million or 32.3%, respectively. This assumes no change in SDG&E’s
last authorized return on xate base and that SDG&E’s quantifying
added uncertainty (QAU) methodology for calculating depreciation
expense is retained. Both of these will be xesolved in orders
prior to January 1, 1989.

While return on equity and QAU are not part of the ,
settlement, there are a number of items included in the Stipulation
and Agreement that are subject to change in accordance with the
agreement. These are listed below:

Labor and nonlabor expenses are subjéct to
revision based on Data Resources Incorporated’s
third cuarter 1988 forecasts.

Electric Power Research Institute (EPRI) dues
and Nuclear Regulatory Commission (NRC) fees
will be updated to reflect the actual amount
which SDG&E is assessed for 1989.

Working cash allowance is subject to change
based on the outcome of the State income tax
timing issue in A.85=12-050. -

1988 postal rate increases may be reflected.
The 1988 postal increase was included in the
June comparison exhibit and is reflected in the
attached summary of earnings.

W/MBE program COsts can be increaéed up to .
$200,000 to reflect additional activities that
are recquired. ‘ ‘ _

In addition to the quantified effect the Stipulation and

Agreement has on rates, the agreement'provides‘for'the following: B

The transfer of $2.4 million in RD&D expenses
for the Heber Binary Geothermal Plant from the
general rate case to SDGLE’s annual advice
letter filing for the Heber project.

A one-way balancing account for SDG&E’s RD&D
program consistent with what was adopted for
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following

Pacific Gas and Electric Company and Southern
California Edison Company (Edison).

SPDG&E’s filing of an application to seek the
establishment of a memorandum account to
accunulate certain hazardous waste
expenditures.

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

A preapproval of certain interutility purchase
power contracts if the following conditions are
met: (1) preapproval requirements apply
equally to all California electric utilities,
(2) the gquidelines do not place Californmia
utilities at a competitive disadvantage, and
(3) the guidelines provide for a practical and
expeditious review. :

Finally, the Stipulation and Agreement contains
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
Agreement if modified by the Commission, -
however, parties agree to negotiate with regard
to any Commission-ordered changes in good faith
to restore the balance of benefits and burdens.

No portion of the Stipulation and Agreenent,
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 agxee th&t the Commission’s ‘
approval and adoption of the Stipulation and
Agreement is in the public interest, provides
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just and reasonable compensation to SDG&E for
test year 1989 expenses, and avoids lengthy
litigation.

Although the St;pulatzon and Agreement provides funds for
SDG&E’s demand-side management program, the California Energy
Commission (CEC) recommends that an appliance incentive test and a
residential conservation service (RCS)/ENERGRAF study be funded by
$300,000 in carxyover funds from SDG&E’s conservation/load
management adjustment clause (CIMAC) balancing account.
Additionally, CEC recommends that an air conditioning marketing and
program design study be completed with the funding specified in the .
Stipulation and Agreement. Finally, SDG&E, DRA, 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 SDGLE’s performance with its demand-side
management program. None of the parties to the Stlpulataon and
Agreement have voiced opposition to these. recommendations. 7 s
The details of the recommendations and the penalty/reward.
mechanism are contained in Exhibits 102 and 116-118. - These . |
exhibits are attached as Appendix B. '

RD&D Agxeement

The California Institute for Energy Efficiency (CIEE) wasﬁf,,;”mg

the only party to contest the’ proposed: RD&D rundmng level shown 1n -
the Stipulation and Agreement. However, DRA, SDG&E, and CIEE,
subsequent to the hearings on RD&D, entered into an Agreement
Regarding CIEE Funding and Procedures. The agreement which
modifies the RD&D’funding‘level shown in the Stipulation and
Agreement is attached as Appendix C. -

‘In a motion dated July 12, 1988 DRA.requests.on behalf of?.J‘

itself, SDG&E, and CIEE that their agreement be adopted as a -
revision: to the RD&D 1unding 1evel shown in the‘Stipulation ané

Agreement. In its motion.DRA.states that other szgnatormes to the y'ar;_u
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Stipulation and Agreement have been contacted and do not consider
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 SDG&E of CIEE at nominal dollar
levels of $100,000 in test year 1989, $225,000
in attrition year 1990, and $350,000 in
attrition year 1991.

CIEE funding on a demonstration basis, to
determine if CIEE can sufficiently improve the
coordination of end-use efficiency to justify
utility funding.

CIEE’s role to he that of coordination as
defined in the agreement.

CIEE’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 Program Board comprised of
representatives of each utility contributing to
CIEE, as well as other ‘entities (including the
Public Utilities Commission and CEC) that may
choose to participate.

Discussion

Before passing on any settlement as proposed in the

Stipulation and Agreement, we must consider whether it is in the =

public interest and ensure that all parties were given adeqdate

notice and opportunity to address and explore their concerns.
As we stated in the Opinion Proposing Rules Governing

Settlements and Stipulations, D.§7-11-053: o

»#stipulations 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 resourxces.
Stipulations have been an integral part of the
Rate Case Plan since its inception, with '
specific areas of agreement placed on the
record together with the original position of
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the agreeing parties and the effect of the

agreement on the rate request.”

The parties which have signed 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 lengthy 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
concerms over demand-side management and RD&D program expenditures,
these were resolved in agreements‘subsequent to the Stipulation and .
Agreement. With the submittal of 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
after 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 demand-
side management and RD&D, no party voiced opposition to the
stipulation and Agreement. Therefore; we believe that the

Stipulation and Agreement process was open and access;ble and is an ;Wv:"

acceptable approach for resolving many of the issues in SDG&E’S
general rate case.

Not only do we consider the manner in which the
Stlpulation and Agreement was executed to be fair and reasonable,
but also the results which yield a net $46.4 millxon reduction in
rates for the gas, electr;c, and steam departments. Besides the -
direct savings to ratepayers, there has been considerable savings‘
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in litigation expenses for public and private partiés.and our
regqulatory process has been expedited.

While this is not the first settlement we have
considered, it is the first in a general rate proceeding since we
proposed rules to govern settlements and stipulations. The process -
which led to the stipulation and Agreement in all respects neets or
exceeds the requirements proposed in the rules.

Although the Stipulation and Agreement provides
sufficient information for determining SDG&E’s revenue recquirement,
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 recquirement issues, it
may be difficult to approve a settlement. Further detail would
also assist in processing attritibn‘filings and could be used in
analyses of innovative ratemaking proposals such as performance
based pricing, or of utility mergers. ‘

Accordingly, we put the part;es to the Stmpulatlon and
Agreement as well as to other major rate proceedings on notice that -
in the future, we expect detailed results of operations tadles to
accompany revenue regquirement settlements.

F;nally, the Stlpulatlon and Agreement provxdes SDGSE . -
with an opportunity to establish a memorandum account to accumulate
¢certain hazardous waste expenditures by filihgvan‘applicatidn. As | |
stated in the Stipulation and Agreement, SDG&E’s application should
contain the same evidehtiary‘showing'required of Pacific Gas &
Electric Company (PGSE) in D.86-12-095. This procedure was also.
-adopted for Southern California Gas Company (SoCal Gas) in
D.87-05-027 and Edisen in D.87-12-066.

. We recently revisited the procedure for filing an
application teo establish a memorandum account for hazardous waste :
expenditures in D.88-07-059 for SoCal Gas and D.88-09-020 for PG&E. =
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These decisions concluded that the procedure first adopted in
D.86-12-095 should be modified so that hazardous waste cleanup
measures can be initiated promptly. As a result, D.88=07-059 and
D.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. TFor projects that have been oxrdered by a
ovirgment agency, the advice letter shall
nclude:

© A copy of the order(s) or directive(s)
+£o undertake site work.

© A detailed work pian and schedule.
o A detailed budget.

For site investigation or cleanup projects
that have not been oxdered, the advice
letter shall include: g

o A comprehensive site history and site
description (to include chain-of-
ownership, current and past land use,
dates of operation, hydrogeology, and
othexr physical characteristics of site).

A statement explaihing the potential
liability for site remediation.

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

A detailed work plan and schedule.
A detailed budget. '

o Records of all communications with third
parties regarding site contamination.

DRA should review the advice letter and provide
comments to the Director of the Commission
Advisory and Compliance Division (CACD) within
30 days. Based on DRA’s comments and further
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review, if CACD concludes that the advice
letter is satisfactory, authorization to book
expenses in a memorandum account would be
granted through a Commission resolution. IX£
CACD rejects 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 D.88-07-059 and D.88-09-020 is equally

applicable to SDG&E. Therefore, we will modify the Stipulation and |

Agreement to reflect the advice letter procedure and requirements
from D.88-07-059 and D.88-09-020. Although these decisions were
issued after the Stipulation and Agreement was executed, the
modification appears to be consistent with its intent.

The adopted revenue requirement is based on the June 14,
1988‘compafison exhibit which reflects the Stipulation and
Agreenment. It was adjusted'tovrerlect‘the_agxeement‘zor‘RD&D,
SDG&E’s last authorized rate of return, and some minor
computational errors discovered by our Advisofy'and Compliance
Division. Attached as Appendix D is the adopted summary of
earnings for each department. As. specitied in the Stipulation and
Agreement the adopted revenue requirement 1s}subject to-revms;on.to‘

~ reflect changes in cost of capital,. labor and ‘nonlabox escalationr‘;

factors, EPRI dues,'NRc'tees, working~cash aiiowance, and W/MBE
program costs. These costs will be established in a second
discussion prior to January 1, 1989.

1. On December 1, 1987 SDG&E filed Application
(A.) 87-12-003 requesting authority to reduce revenues for its

electric department by $36.0 million or 2.6%, and increase-revenues’“‘“'

for its gas and steam departments by $22.4 mill;on or 5.0% and. $o 4,
million or 26.0%, respectively.

2. On March 7, 1988 SDG&E, DRA, the city of San Diego, and
FEA entered into a Stipulation and Agreement.resolving_most of the’
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revenue requirement issues for this general rate case. TUCAN
ultimately signed the Stipulation and Agreement.

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

4. A comparison exhibit which details the revenue
requirement associated with the Stipulation and Agreement was
submitted on June 14, 1988. ‘

5. All parties to A.87-12-003 were invited to participate in
settlement meetings concerning SDG&E’s generel rate case filing zorf
test year 1989. |

6. Settlement discussions dzd not commence until DRA’sS
repoxrts had been issued.

7. The Stipulation and Agreement was not finalized and
executed until all parties participating in the settlement meetlngsv”T
were provided an opportunity to offer their views. Co

8. For test year 1989 the stipulation and Agreement results
in a decrease in electric rates of $60.3 million or 4.5% and an

i

increase in gas and steam rates of $13.4 million or 3.0% and $0.5 ,;‘ ,

million or 32.3%, respectively.
9. The Stipulation and Agreement provides for revisionms in-
the agreed upon revenue requirement to reflect'chnngeswin‘cost of.
capital, labor and nonlabor escalation factors, EPRI dues, NRC -
fees, working cash allowance, and W/MBE program costs. R
10. The Stipulation and Agreement allows for: (1) the-
transfer of $2.4 million in Heber related expenses to SDG&E’S

advice letter filing for the Heber project, (2) a one-way balancingf'tf

account for the RD&D program, (3) the filing of an application‘to =
establisn .a memorandum account for hazardous waste expenditures, .&'
(4) the implementation of guidelines for plant held for future use, -
and (5) preapproval of interutility purchase power contracts under‘ ;
certain conditions. '
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1l. 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
maxketing and program design study be completed with the funding
specified in the Stipulation and Agreement.

12. SDG&E, DRA, and CEC submitted a joint exhibit
recommending end=-use metering/recording for residential and
conmercial customers and a penalty/reward mechanism be adopted
based on SDG&E’s performance with its demand-side management
program.

13. None of the parties to the Stipulation and Agreement bave . -

voiced opposition to the recommendations for demand-side
management. "

14. On July 12, 1988 DRA tiled a motion on behalf of DRA,
SDG&E, and CIEE requesting that an agreement, which modrrxes the
RD&D funding level contained in ‘the Stlpulation and Agreement be
adopted. : ‘
15. The RD&D agreement provides :undlng by SDG&E of CIEE on a
demonstration basis under the direction of a Program Board in the
amount of $100,000 in 1989, $225,000 in 1990, and $350,000 in 1991. -

16. In DRA’s motion to modify the Stipulation and Agreeuent}‘f
it states that other signatories to the Stipulation and Agreement )
bave been contacted and do not consider the agreement with CIEE(toK
be inconsistent with the terms of the settlement. R

17. D.86=-12-095 established a special- procedure for PGLE to o
request ‘a memorandum account f£or hazardous waste expenditures by '
f£iling an application. This procedure was also adopted for SoCal
Gas in D.87-05-027 and Edison in D. 87-12—-066.

8. To~assure that hazardous waste cleanup measures can be:
initiated promptly, D.88-07-059 modified D.87-05-027 by allowing '
SoCal Gas to file an advice letter to request the establishment orﬁ 3
a memorandum account for hazardous waste expenditures. h
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19. To assure that hazardous waste cleanup measures can be
initiated promptly, D.88-09-020 modified D.86-12-095 by 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.88-09-020 established specific filing
requirements and processing procedures for advice letters that
request a memorandum account 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 D.86=-12~095.

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

Conclusiong of Law

1. Depreciation, cost of capital, attrition, rate design,
W/MBE, and the studies required by D.87=-12=069 should be addressed
in subsequent orders. ‘

2. All parties were given adecuate notice and opportunityﬁtdi‘
address and explore their concerns with the Stipulation and
Agreement. ‘

3. 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 to
reflect changes in cost of capital, labor and nonlabor escalation
factors, EPRY dues, NRC fees, working cash allowance, and W7MBE
program costs prior to January 1, 1989.

5. The Stipulation and Agreement, CEC’s recommendations, and
the agreements for demand-side management and RD&D should be
adopted as being in the public interest.

6. The Stipulation and Agreement should be modified to allow”f
SDG&E to file an advice letter to establish a memorandum account
for hazardous waste expenditures.
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7. SDG&E’s advice letter filings which request the
establishument of a memorandum account for hazardous waste should
contain the information and be processed in the manner described in
the discussion portion of this decision.

INTERIM_ORDER

IT IS ORDERED that:

1. The Stipulation and Agreement, CEC’s recommendations, and
the agreements for demand-side management and RD&D shall be adopted:
as resolution of all of the issues in San Diege Gas & Electric |
Company’s test year 1989 general rate proceeding except
depreciation, cost of capital, attrition, rate design, W/MBE, and"”
the studies required by D.87-12-069.

2. The Stipulation and Agreement shall be revised by a
subsequent decision to reflect changes in cost of capital, labor
and nonlabor escalation factors, EPRI dues, NRC fees, working cash
allowance, and W/MBE program costs'prior to January 1, 1989.

3. The Stipulation and Agreement shall be modified to‘;116w 3
SDG&E to request the establishment of avmemérandum account for
hazardous waste expenditures by filing an advice letter.
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4. SDG&LE’s advice letter filings which recuest 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 effective 30 days from today.
Dated SFp 28 1988 , at San Francisco, California.

| CERTIFY THAT THIS. DECISION -
WAS APPROVED BY THE ABOVE-
COMMISSIONERS TODAY. -

' VWFW.M,‘WWM ‘ |

e
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APPENDIX A

BEFORE THE PUBLIC UTILITIES COMMISSION
OF THEE STATE OF CALIFORNIA

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

A. 87-12-003

Brder Instituting Investigation 1nto
the rates, charges, and practices of-
the San Diego Gas & Electric Company.

I. §8~01-006

)

)

)

)

Gas and Steam Service. (T 902-M) )
)

)

)

)

)

STIPULATION AND AGREEMENT
. ps
INTRODUCTION

San Diego Gas and Electric Company (SDG&E) ané the
Division of Ratepayer Advoéafes (DRA) have entered into this
stipulation for the purpose of providing to the Commission a
recommende& resolution of most cost and non-éost issues iz
these proceedings. Certain topics are not resolved by this
Stipulation and will be litig;:ed unléés resolved by sub-
sequent sti?ulation. These unresolved matﬁers include cost
of capital, cost of se:vicé; revenue allocation and rate
design. In addition, some issues are partly resolved anc
will be further addresséd as indicated.

Except as to issues remaininé to be litigated, the
parties urge the Commission togfind'that the costsvand-'
non=-cost elements contaiﬁed in this Stipulation are just and

reasonable for SDGiE's operations for Test Year 1989.
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I
BACKGROUND

On August, 7, 1987, pursuant to the Rate Case Plan
adopted bg the Commission, (Res. ALJI-149, as amended) SDGLE
rendered its Notice of Intent (NOI) to file an application
for general rate relief for the 1589 Test Year. SDGEE's
filing was transmitted to the Commissioﬁ and to all parties
in SDGSE's last General Rate Case and ECAC with 2 cover
letter stating that SDGSE planned to puxsue settlement
discussions with DRA and inéerested p#:ties, and that once
the NOI was accepted, a meeting would be scheduled for this
purbése. All parties ﬁouSDGsE's last GRC and ECAC were
invited to«patticipatq. This meeting ﬁook place on Octobex
29, 1987 at the .State Building in San francisco. In ad-
dition to SDGSE aﬁd DRA,'many other parties attended and
participateﬁ in-discussionﬁ. It was dete:mined at that tinme
that settlement discussion would not begin until after the
Application was filed anduDRA's reports were ccm?iled and .
released.

The NOI f£iling was accohpanied by a full set of work-
papers supporting SDGEE'S éstimates of expenses; The NOZ
gave notice of SDGLE's intent to request autho:i:y to
recover the revéhug requiremeﬁ: resulting from SDG&E's costs
of owning and—operatihg facilities for the provision of
electric, gas and steam services. These costs included
SDG&E's estimates for all non-fuel re;aﬁed operation ana

maintenance expenses, depreciation, taxes, and a fair return
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on rate base. SDGSE's NOI £iling also included estimates
for levels of electric, gas and steam sales, and proposed
rates designed to enable the company o recover its estim-
ated costs given those sales levels.

On October 2, 1987, the Executive Director o% the
Commission accepted SDG&E's NOI. On December 1, 1987, SDGSE
filed its general rate case Appliciﬁion, making essentially
the same requests included in its NOI but reflecting, with
the approval of DRA, more~receht information. SDGEE'S
transmittal letter repeated its goal of pursuing settlement
of its general rate case. This Application was accompanied
by a new set of complete workpapers. A prehearing confexr=
ence was held Januvary 7, 1988, and the asszgned Aédministra-
tive Law Judge, Francis S. Ferrarov set the case for hear- 3
ings, commencing:on‘March 7, 1988.

Starting beforé SDGLE filed its SOI, and coantinuing
thxbugh February of 1988, DRA.pfopdﬁnded‘over 250 data
requests +to SDGSE covering all aspectis of SDGAZ's Applica-
t;cn, amounting to over 4000 separate questlons. The bRa
also assigned six auditors for a periocd exceeding four
months to review the financial, accounting and operating.
records of SDGSE in San Diego. The parties to this Stipula-
tion believe the DRA's review of SDG&E s Applzcat*on and
supportzng materials was both extensxve and complete.

on February 5, 1988 the DRA dzstr;buted proposed
exhibits, cons;stxng of its reports analyzzng SDG&E's 1989

Test Year GRC £illng. Overall, DRA's cost and resulting
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revenue requirement estimates were below, and its sales
level estimates differed from those of SDGSE.

At the prehearing conference held on January 7, 1988,
the company and DRA expressed their joint intent to explore
the settlement of some or all of the iﬁsues in this mattex
once DRA's exhibits and reports had been completed.

SDG&E and DRA made a commitmeﬁé that settlement discuse
sions would be structured to ensure the opportunity for
active and effective participation by all parties entering
appearances to the extent reasonably feasible. That commit=—
ment was honored.

On February 2, 1988 the DRA invited all parties who
entered appearances at the prehearing coﬁtexence to a two
day Qettlement meeting held at the State Building in San
Diego on February iG and 17. To ensure the opportunity for
full, open'#nd frank.discussion, the parties agreed to |
maintain the confidentiality ©f the meetings. Attendees are
listed in Attachmént "A"™ hereto. At that and subsequent
meetings, the terms of this Stipulation were negotiated.
This Stipulation was not £inaily completed and executed
until opportunity was‘prcvided‘fb: all parties participating
in ﬁhe settlement meetiﬁgs té-offer‘their views.

The parties hereto urge that this Stipulation be’
adopted by the Commission. ;Th§ parties believe it to be
clearly in the public interest. The»Stipulation represents
a resolution that is fair and reasonable for both SDGSE and

its customers. It does s¢ in a manner that alleviates the
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need for the major commitment of time and resourzces that
would otherwise be devoted to litigating the case in Zull.

The process that led to the Stipulation as well as the

- opportunities that will be made availabdle to scrutinize the

Stipulation through public hearings ensure that there has
been and will be adequate opportunity to assess its reason-
ableness. -
) III
STIPULATION

It is understood anéd agreed by all the parties hereto
that this Stipulation is made for the purpose of expediting
hearings and a decision ie this case. Neither DRA nox SDGSE
expressly concede the validity of the othe:'s proposed test
year estimates where those estimates differ, and all parties
agree that this stipulation, either in whoie‘or in_parﬁ, |
shall have no express or ;mplied precedent;al effect in any
future proceeding, unless speciixcally agreed to by the
parties. |

(All costs and reveﬁues-are expressed in 1986 Dollars
unless otherwise specified.)

A. OPERATION AND MAINTENANCE EXPENSES.

1. Authorized OsM Expenses. The parties agree that.

the amount o! Operations and Maintenance expenses that SDG&E
should be allowed to recover in rates for the 1989 Test
Year, exclusive of franchxse fees and: uncollect;bles, is
$273,422,100. The precise calculation of franchzse fees ande

uncollectibles recquires a final determ;nat;on of
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depreciaticn expense, the timing effect of SDGSE's payment
of state iacome taxes on the calculation 02 working cash an
the cost of capital, nonme of which issues are detezmined in
this Stipulacion. O this amount, §223,847,000 is allocakle
to electric, $48,383,200 is allecable to gas and 51,131,900

is allocable to steam sarvice.

2. Eeber Binarv Geothermal PIant. The expessaes SDGEE

requested for research, development and demonstration of the
Heker Binarv Geothermal Demonsiration Plant ol $2,356,000,
are removed from SDGaE's Application and this Stizulation,
ané will be submitced by SOGEE in its an nual advice letter
£iling for the Heber project. This advice letter will be
se=ved on all parties to this proceed:ng.

3. NRC Fees. SDGEE's Application estimate ol approx-
Lmately $1.1 million in additional revenue for an expected'
inc;ease in Nuclear Regulat oy Comm~ss_o (NRC) feoes related
to> SDGEE's share o0 the San Onofre Nuclea: Genersiizng

~arion (SONGS) is re=dused to $276,000. The amcunt authoz-
ized for ra=emaking puzpeses shall be'the amcu=+ aczzally
billed by the NRC. SCDGaZ shall be authorized and rasguire
to reflect such actual.ﬁiliing‘in its ravenue réqui:emen:.

B. DEMAND SIDE MANAGEMENT |

The.pa:ties agzes to the prcg-ams, budces allccations
ané conditions which aze set forth in Attachment "3" hereto.
In addition, SDG&E, DRA and othex part;esVinte:es:éd in this
issue agree to negotiate a mééhanism which will provide

SDGSE with penalties and rewards based on its performance iz

-6-
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meeting DRA recommended goals set out in its exhibic
these pazties are unable, alfter diligent and good Zaith
effor=, to reach agreement on such 2 mechanism by the
day cf evidentiary hearings, SDG&Z agrees thas it35 DSM
budges will be subject %o balancine account treathent.

C. RESTARCH, DEVELOPMENT AND DEMONSTE TIOoY

The parties agres that the budget for reseazsh, cdevel-
opment and demonstration shall be $4,374,000, which excludes
any expenses for the Heber imazy Geothermal demcnstration
projecs. The parties alse aczee that DRA's prezesal for 2
balanciag accouwnt, &8 descrized in Exhibit 57, shall be
acdopted. Accordingly, SDGEZ agTees to estadlish
balancing account consisten& with the balancing acoounts
which the Commission has ordered for pacific Gas and Elec-
tric Cexmpany (D. 87-07-021) azé Scut hern Califcozzia Edisen
Company (D. 87~12=065). It is also agreed that this expe:se
number, which includes dues to EPRI, shall be uzdzteld by
SDGEE lLater in 1983 to reflect the.actuai'amou:: whisclh EPRZ
assesses SDGsZ for 1535 Ques.

C. U\COLL’C.A =2 T=

The parties agres that
shall be established at .2

E. HAZARDOUS WASTE

The parties agree that SDGAE shall be allcwed to £ile
an apvlication with the Commission to seek the establishmenc
of a memo:andum accouvnt in:which’tcvaccumulaée hazaxzéous

waste expenditures if the following conditions are met:
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1. The project is omne which is expected <O reguire
SOGSE to expend $250,000 or moze Lo adeguately adcress;

s The project is not ene for which SDGaZ is seeing
* gunding in this Application’ and

- 3. Tue project fox which SDGsZ seeks sech treatment

is not to cure hazardeous co=ditions kaown by SOGIZ T2
require clean-up prior to the date o&. this Scizulasion.

SDGSE will be reguized to make the same evideitiary
showing the Commission has raguized of PGané@s in Decisicnh
86-12=-095 [(A. 85=12-050) see Siscussion 2% PP. gra=-638;
ordes to cbtain approval f£or tais speci
ment, and the expenses aceumelated will pe ausnorized oI
jnelusicn in SDGEZ's rates‘cnly after the Commission ras
reviewed and approved rRe yeasonableness thezscf in an SDG&Z
Eaergy Cost Adjﬁstment Clause (ZCAC) pooceeding ©F :éh
other p:oceeding as specified by the Commission.

£.  COST ESCAIATION

SDGAZ aé:ees £o use DPA'S pProzesec escalaticn me::od:;-
ocy set forﬁh ia Exhibit SI fer rosh labor and aon-lakers cad
expeases. SDGAZ and DRi acree tirat this methodolocy will e
apolied £o the agTeed upen OsM coses as set fozh im pazat
grapn A.l above usisg snizd guazter 1983'DR£ indices foT
final determinaﬁion of’thé allo@ed level of these expenses

for escalgtion ro 1989 dollars. The labor, non-laker ané

other expense allocations for puzposes of escalation £xcm

1986‘doilars o 1589 dollars for elgctric, gas and steam 2Te

sex forth in Attachment ne* hereto. -

-g-
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G. DEPRECIATION

DRA has proposed to allow SDGSE $174,298,000 in depre-
ciation expenses for 1989. SDGSE is seeking $182,778,000 in
depreciation expense for that period. The majority ©£ the
difference between SDGSE and DRA ic due to DRA's rejection

of the Quantifying Added Uncertainty (QAU) methodology

' proposed by SDG&E. SDGSE and DRA sgree to litigate the full

difference between their two expense estimates, including
the applicability of the QAU methodology to SDGLE'S depreci-
ation expense level.

H. AD VALOREM TAXES

With the exception of ad valorem taxes associated with
SDGSE's ownership interest in the Heber Binary Geothexmal
Plant, the part;es aqree that all differences between DRA
and SDG&E in ad valorem taxes are’ solely due to diffe:ences
in rate base. These differences are resolved by paragraph I
below. SDGEE agrees to adjust its ad valorem tax expense
level by reducing it $1.074 million to adjust for the
removal of Heber from its revenue reguest in this Applica-
cion. Ad valorem taxes asseciated with the Heber plant‘will
be addressed in the annual Heber advice letter refe:énced‘
above.

I. RATE BASE

1. State Income Tax Timing Effect. The parties ag:ee-ﬂ

that the difference betwéen SDGLE and DRA concerning the
tlmlnq effect of SDGSE's payment of state taxes on the

calculatzon of working cash should be lztxgated and
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determined in the PGandE general rate case proceeding

(A. 85-12-050) addressing this issue, and all parties shall
be bound by the final decision on that issue in that case.
The amount by which SDG&E agrees to reduce its working cash
request hereunder is $12,072,000, but the parties uncerstand
that the final figure will be the product ol many factors

which are, as yet, undetermined.

2. Plant Held for Future Use. SDG&E's proposal to

include $641,000 for plant held for future use (PEFU) in
rate base shall be ex;iuded from the caleculation of weighted
average xrate base for Test Year 1989. SDGAZ agrees to the -
Plant Held For Future Use Guidelines attached as Appendix B
to Southern California Edison's last general rate case
decision (D. 87-12-066) with the qualifications that the
period for General Plant shall be five‘years instead of
three years; that the effecﬁive date for these guidelines be

Janvary 1; 1989; and that paragraph 2b be revised to read as

follows: The need for each new item in PHFU must be justi-~

fied in the next general rate proceeding.

3. Remaining Rate'Base. The parties agree that the

total rats base which the Commassana should adopt for
SDGAE's 1989 Test Yeaxr is $2 452,931, 000, subject €O adjust-
ment for the results of A. 85-12-050 on the calculation of

working cash referenced in paragraph I.l above.
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. Je. JURISDICTIONAL ALLOCATION OF REVENUES

SDGAE and the parties agree to accept DRA's non-juris-

dictional allocation of revenues of $1,445,000, which shall
. be subtracted from SDGSE's total revenue regquirement.

X. SALES LEVELS

The parties agree that the Commission shoul§ adopt the
forecasts for electric, gas and steam sales as set forth in
Attachment "D" hereto.

L. RESOURCE PLAN

The DRA has recommended that, until the issue*éz how *o -
bette= incorporate interutility contracts into the Commis-
sion's resource plan proceedings is settled (hopefully no
later than the next Standard Offer update proceedings in
OIR-2), as an interim policy SDGAE be required to seek the
Commission's prior approval of all interutility purchase
power contracts for capacity of over a year's duration.
SDGSE agrees in principle with DRA's recommendation for
contract preapproval, but re;erves the right to propose.
additional limitations om the definition of those contrac:s
whieh should be subject to preapproval. Ih resolution of
this issue the partie# agree that the fdllowing conditions
should be s;ﬁisfied befbre'the Commission adopts a contract
preapproval procedure: |

1. Any and all preapproval requirements should apply
equally to all California electric utilities. This should
be accomplished through a generic ot on;éoing proceeding in

which all electric utilities are respénﬁents, all parties

-1l=
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are given the opportunity to comment, uniform guidelines are
adopted and the Commission defines the contracts to which

the quidelines should apply. SDGSE and DRA jointly uzge the

© Commission to address contract preapproval guidelines at an

early tine.

2. The gquidelines should not place California utili-
ties at a competitive disadvantage.6ith'respect to other
utilities with whom they compete for such capacity.

3. Such guidelines shall provide for a practical and
expeditious review so as not to unduly delay or impexil the

contracting process.

The parties will work diligently between the tinme this

Stipulation is made and the time hearings on resource issues

are to be heard tosresoive as many of the remaining issues
in this area as possibie.“Should'any issues remain unre-

solved at the time hearings coﬁméﬁce, they shall be liti-

gated. | '

M. MISCELLANEOQUS .

1. DPostage. The parties agree that SDGSE may in-
crease the agreed O&M revenue level set £dfth in paragraph
A.l above by thé amount.of‘ihcréased postage expense it wili
incur in Test Year 1989 if the U.S. postage rate is raised
during 1988. ,Attachmenﬁ *E™ hereto shows the maﬁne: in'

which this adjustment shall be made.

2. Cost Studies - The partiés agree that they will
not propose an? change to-this'Stipulation based on testimo-

ny concerning the interutility cost and rate’comparisons
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which SDGSE and DRA plan to submit in August of 1988 pursu-
ant to the Commission's order in SDG&E's Fall 1987 ECAC
decision (D. 87=-12-069).

3. Electric Production/Attrition - The parties agree

that the 1990 and 1991 attrition adjustments should incluce
an annualized expense estimate .to reflect 2 full year's
operation of Silver Gate units 1, 2:.3 and 4 as recommended
at page 4-5 of DRA's Exhibit 51 on Electric Productien, and
at page 16-7 of DRA's same exhxbxt on Attrition herein.
SDG&E has forecasted that Silver Gate wzll operate during’
the last seven months of 1989 and the ‘agreed Test Year
operation expenses of $233,600 per month have been deter-
mined on that basis. For each month Silver Gate~operetes in
addition to or less than forecasted, that amount shall be
added to or subtracted from the 1990 attrition year opera-
tions expense £crecast. To the extent SDGSE and DRA are
unable to resolve thexr remaining differences on attritioz
by the commencement of hea:ings, those issues will be

litigated.

4. Female/Minority Business Enterprises. The pazties

acknowledge that the Commission's statewide investigaticz cf
F/MBE activities has not yet resulted in a final decision. ‘
Mofeover, many of the.perties tcgthet p:cceeding have
entered into a stipﬁlatioﬁ spbﬁsored by State Assemblywoman
Gwen Moore. The stzpulatzon contemplates substantmally
greater admznzstrative and reporting requzrements than

presently exist and would recu;re SDG&B to undertake

~13~
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additional activities in the F/MBE area. Should the Commis-
sion's final decision incorporate the stipulation or adopt
similar requirements, SDG&E shall be auvthorized to increase
the revenue reguirement stated in paragraph A.l above by the
amountAsufficient to cover the additional activities, up to
$200,000.

L

5. Miscellaneous Revenues. The parties agree that

miscellanecus revenues shall be projected to be $20,157,000
for the 1989 Test Year, to be credited to SDGLE'S revenue
requirement, thus reducing it by that amount. The alloca-
tion of this amount among services.is $17,005,000 for
electric, $3,152,000 for gas, and $0 for steam.

6. Limitation on Update of Costs. SDG&E understands

that it shall‘not be allqwedvto'update its revenue reguire-
ment for any item this Stipulation allows, exceéting hazaxzd-
ous waste, unless the update is sought in 1988.
| w |
TERMS AND CO&DITIONS
A. PRECEDENTIAL EFFECT |

Except as specifically noted above, no agreement by

SDGSE or DRA or any other party to stipulate to asy level of L

cost recovery for SDGSE herein shall imply any agreement by
any party to any principle, methedology, or fact, and no
part of this Stipulation shall have anY‘precedential valte:

in any proceeding.
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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 party except in
consideration of other parties' assent to all of the other
terms of this Stipulation. The_Stipulation is acco:diaély
indivisible, and each part is interdependent on each and all
of the other parts. Any party may withdraw from this
stipulatiop if the Commission modifies, deletes or adds any
term. Partiesmggfeé, however, to negotiate with regard to
any Commission-ordered changes in good faith to restore the
balance of benefits and burdens, and to exercise the right
to withdraw only if such negotiations aré unsuccessful.

C. EVIDENTIARY EFFECT OF STIPULATION

No portion of this Stipulation, ér any of its terms or
conditions, or any of the discussions leading to it, may be
used in hearings in support of of-ip opposition tovany'pa:ty"
or position without the prior express written consent ¢f all
parties hereto.

D.  STIPULATION IN THE PUBLIC INTEREST

The DRA and intervencis who have subscribed to this
Stipulation agree that the Cbmmission's‘approval and adop-
tion of the Stipulation is in the public intezest and will

result in revenues to SDGLE tO‘compensate‘it~for a level of

expenses in the 1989 Test Year that is just and rea:onabie:"

that it resolves in a fair manner the alternative expense
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estimates submittasl in this case; and that it will avoid
much of the lengthy litigation that would otherwise result.

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 of any other documents reéuiréd to effectuate the
terms of this Stipulation, and the preparation of exhibits
for and presentation of witnesses at hearings to obtain the
approval and adoption of thi's Stipulation by the Commission.
It is under#tood‘by all parties that time is of the essence
in obtaining the bommission's approval as a full presenta-
tion by SDG&E, the DRA and other parties will be necessary
if that apprcv;l is not forthecoming. Therefore, the parties
agree to urge the Commission to act as quickly as possible,
consistent with the proposed Rules for Settlement as set
£6rth in D. 87-11-053,.tolapp#ove this Stipulatieon.

F. ENTIRETY OF STIPULATION

This Stipul&tion containsvthé entire agréement of the
parties hereﬁow The terms and conditions of the Stipulation
may only be modified by a writing-subsc:ibed by all parties.

G. ATTACHMENTS

The Attachments A through E attached to~this»5tipuia-‘

tion are a part of this Stipulation and are incorporated

herein by reference.
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. H. MODIFICATION
The parties agree that they shall not file any applica-
tion to modify any texm of this Stipulation which would take

-

effect during the 1989 Test Year without the prior agreement

of all parties hereto. X
L
Entered this ? day of WM , 1988, at San

% g JDiegor Cal:.f.orm.a.

SAN DIEGO GAS & ELECTRIC COMPANY

By WW‘
DIVISION OF RATEPAYER ADVOCATES

By K—(ﬁ/ﬁ' @:JA_
o

CITY OF SAN DIEGO

By 7&:@ //y/ T feg

FEDERAL EXECUTIVB‘ AGENCIES

ACTION NETWORK

-";f“s\“ ¢ le &S

CALTFORNIA ENERGY COMMISSION

BY,

PROFESSOR EDWARD NEUNER, individually

By
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ATTENDANCE LXST FOR SETTLEMENT MEETING

QF FEBRUARY

AND 16, 1

Barton M. Myerson

Phiiip Scott Weismehl

Edmund J. Texeira
Karen Griffin
Antonia D. Radillo
Norman J. Furuta
Philip E. Miller
Michael Shames
william J. Shaffran
Edward J. Néunef
John R. Fallen
Mark Wallenrud
Leslie J. Girard
Bruce J. Williams
Lee Schavrien
Jeffrey Harris
Thomas G. Hankley

David Fukutome

SDG&E
DRA

DRA

FEA

FEA

UCAN

of San Diego
Ratepayer
SoCal Gas
SCE

of San Diego

SDG&E

SDG&E
UC-LBL
SDGSE

DRA

Attorney
Attorney
Dep. Director
Staff
Attorney
Attorney
Consultant
Attorney
_Attorney
Econonist
Accountant
Prod .Mgr.GRC
Attorney |
Asst.Proj.Mgr.GRC
Proj.Mgr.GRC
Ogr.Comm.foxr CIEE
| Attorney

Proj.Mgr.GRC

California Energy Commission

Division of Ratepayer Advocates

Pederal Executive Agencies

Southern California Edison _

University\bf California - Lawrence Berkeley Labs
Utility ConsumerslAction Network

Attaéhment‘A
(Page 1 of 1)
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DSM PROGRAMS AND BUDGETS
(5 1986)

PROGRAM

CONSERVATION™

Residential: 2
Information (Special Nesds)
Information (Brochures) -
- Information (Energy Inf Center)
Energy Management Services (Energy Serv)
Energy Management Sexrvice (EELI)
Weatherization Incentives (8% Fin.)

Res Conservation Subtotal

2

Nonresidential 2
Comm/Ind Energy Mgnt Services -
Agricultural Energy Management Services
Commercial Energy Management Incentives
NonRes Conservation Subtotal

CONSERVEIION TOTAL

LOAD MANAG 1
Residential A/C Cycling (Peakshift)
Residential TOU
Nonxres A/C Cycling
Thermal Storage (TES)
Interruptible/Curtailable (Group)
Interruptible/Curtailable (Individual)
) LOAD MANAGEMENT TOTAL
FUEL SUBSTITUTION™ .
Residential Gas (Gas Heat Pump)
Nonresidential Gas (Gas A/C)
FUEL SUBSTITUTION TOTAL

MEASUREMENT AND-EVALUATIONS
OTHER DSM

TOTAL DSM (SDGSE Markefigg)
TOTAL DSM (SDG&E CACS) ™2
TOTAL DSM (capixalized)
POTAL DSM (ALG)

DSM GRAND TOTAL

1

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
2,576,300

4,691,500

150,000
78,000
1,916,000
211,000
78,826
2,469,826

94,000
100,000
194,000

2,751,408
2,917,200

7,630,234
3,591,500
0 .

802,200
12,023,934

The programs identified under these classifications are more

fully described in DRA Exhibit 59, except Nonres A/C cycling
which the parties agree shall be terminated. With that
exception the program descriptions in Exhibit 59 are incoz-

porated herein by reference.

Programs/funding requested by SDGSE in the Customer Account-

ing and Collections

Capitalized items, not included\in-SDéQB Application

Funding requested in ALG

Includes saoz,ZOOErequestedvin.A&Gufor load reseﬁ:ch.

Attachment B
(Page 1 of 3)
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. . -“ADDITIONAL DEMAND SIDE MANAGEMENT

PROGRAM REQUIREMENTS

In addition to the penalty/reward mechanism which is
yet to be negotiated (or, failing agreement, balancing
account treatment) the following reguirements shall apply to

the operation of the agreed upon programs.

) Nonresidential Enerqgy Management Services: The progranm

design and implemehtation features O£ the program shall
include: (2) an improvedvbaSis (data ané methodology)
for making energy efficiency recommendations, iacluding
- a focus on measure and end use specxfzc zecommenda-
tions; (b) ;he'abiLity to provide a range of services,
including a stream—lined and iess.costly servicé and a
more -detailed and comprehens;ve service, depending on |
customer‘needs.»(c) a proactive approach which act;vely'f
prbmotes the service to all nonresidential customers;
and (d) a program cost accountiig éracedure which will
permit reasonable accounting of costs which are di~
rectly':elated to‘suppcrtingvthe on—siﬁe recommenda~
tions and the Bnergy-Management Incentives. Aﬁy o
szgn;f;can: dcviat;ons from authorized funding shall be;
expln;ned in terms of the precedzng program design

.characteristics.

Attachment 3
({Page 2 of 5)




1.38-01-006

A.37-12-003,
APPENDIX A

(2) Thermal Energy Storage: Future £ilings which identify

. program cost-effectiveness sha
annual O&M costs, kw impacts

11 include estinates for

the following inputs:

during non—peak periods, and (after development == see

Measurement and Evaluation) a CEF adjustment.

(3) Interruptible/Curtailable: Cp;t—effectivencss analysis

of both the group load and individual program elements

shall be included in all future DSM Zilings which

contain such analyses.

-

(4) Residential Gas Fuel Substitution: The authorized

eat pump only, and does not

funding is for the gas b

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

pane retro!it) element.

(5) Eiectric Fuel Substitution and Electric Load Building:

that the Electric Fuel Substitutioz aac:

It is agreed
Electric Load Building program
ation (Residential Electr;c Builder,

Developmen:) shall not be funded ;

3 inclu&ed in SDG&E's

applic Secu:;ty
Light;ng anéd Economic

under the Dsw.budget described herein. If any authoz-

ized DSM program causes an electrzc customer to reject

or defer gas-fired‘cogenerataon, the impacts and costs

shall be reported and evaluated as elements of an

electric fuel substitution program.

Attachment B
(Page 3 of 5)
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. (6) Measurement and Evaluation: "Load Research”, including
a separate line-item for Class Load Research, shall be
included as part of Measurement and Evaluation for

budgetary and reporting purposes. The following
projects shall be implemented at the level necessacy o
satisfy the reporting requirggents of the CEC anéd the
CPUC: End-use metering, Class.Loaa metering, saturation
surveys, and CPUC reporting (i.e. Annual and Semi-
Annual regorts). If the SDG&E-estimated funding for
these activities proves insufficient, otller Measuremezt
and Svaluation projects will“bg,reduced in scope or
eliminated to permit adequate implementaticﬁ of the CEC

and CPUC requirements.

DSM Program Cuséoﬁe: Eligibility and Sggéial Contraces:

The parties agree that the issue of the eligibility of
special contracts customers for DSM incenti&es shall be
litigated in the Electric Ratemaking Meckanism OII, I.
86-10-001. |

All DSM Programs: The parties agree that, for this

Test Year and succeeding Attrition years, f£iling and

: évalﬁations for DSM programs shall be in coaformance
with the CPUC/CEC Standard Practice Manual for the
Economic.Evaluatiod‘ot"Demandfside'xanagement Prog:ams, [
November 1987, and the CPUC Dem{pd-Side Management

Reporting Reqﬁirement Manual, February 1988, or any

A:tadhmenﬁiB’
(Page 4 of 5)
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subsequent revisions to these manuals. The pazties

agree that the current reporting requirements for RPGSE
and Edison shall be applied to SDG&E in the future (one
annual anéd two semi-annual reports instead of the

current quarterly and annual reports).

Program Incentives: The parties agree that SDG&E shall

pay no customer incentive where the customers’ payback
is determined to be less than two years. Additionally,
the amount of incentive payments to customers shall De
solely in the discretion of SDG&E, consistent with

achievement of program goals.

Attachment B
(Page 5 of 5)
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LABOR, NON=LABOR AND OTHER

OPERATING AND MAINTENANCE EXPENSE ALLOCATION

Labor
Non=lahor

Other

Labor
ﬁon—labor

Other

ELECTRIC DEPARTMENT (1986S)

$ 104,597,400
84,896,600

51,347,400

$ 240,831,400

GAS DEPARTMENT (1986S)

$ 26,461,100
15,534,500

9,545,400

51,541,000

DEPARTMENT (1986S)
644,900
480,400

84,800

1,210,100

Attachment C
(Page 1 of 1)
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. AGREED SALES LEVELS
1. Electric Sales The parties agree the Commission
should adopt the following forecast of electric sales in
total and by class: ‘

Class Millions of Kwhrs

Residential 5,138.0
Commexcial 2 4,633.0
Industrial 2,924.6
Agricultural Power 182.9
Streetlighting ' R 68.9
Resale '.2

Total | 12,947.2

2. Gas Sales The parties agree that the Commission
should adopt the Zollowing forecast of gas sales in total
and by class: ' '

. Class M 'fhems .

Residential ' 7 320,815

Non~Residential . 230,889
Sub-total ) 551,704

Interdepartmental 504,117

Total - 1,055,821

3. Steam Sales The partiestagree‘that the CommiSsioi“ ;‘j
should adopt the folleing forecast of steam sales: L

Schedule 1 | 50,214 Mlbs

Schedule 2 = 6,626 Mlbs

Total 56,840 Mlbs

Attachment D
(Page 1 of 1)
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. POSTAGE CALCULATION

The agreed upon O&M revenue level set forth in
paragraph A.l contained in this Stipulation includes the
following postage figures based on 64% of the Company's
mailing at the current carrier route rate of 17¢ and 36% of

the Company's mailing at the current presort first class

rate of 18¢.

Electric Department $1,567,000
" Gas Department 870,800

Steam Department : 300

Attachment E
(Page 1 of 1)
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ADDENDUM "1™ TC STIPULATION AND AGREEMENT
OF MARCE 7, 1988

SpGs: and DRA have reviewed the contents of UCAN's Repert o
Demand Side Maaagement (DSM) Programs filed in the 1989 TY
General Rate Proceeding.

The report discusses the relationship between technolosy
costs and potential energy savings of emerging technologies in
lighting, appliances, Space eooling and water heating. It

presents summaries of prOgrams conducted by other utilizies and

- governments to promote DSM, specifically in the areas oI res_den-

tial and‘commercial lighting.

The parties agree that these emerging technologies., wizh ane
emphasis on lxghtzng, present potential means of lowering demand
1evels’and energy consumpt;on, and improving cuseomer effi- -
ciencies. SDGIE will carefully cons;der the techn;cal zn-o:mae
tion and proposed programs presented by*UCAN. SDGSE will |
aggressively pursue the proposed programs that are coss;s*e“.=f'
with program descriptions and fund;ng levels outlined in the
March 7, 1988 St;pulat;on and Agreement (1nclud;ng the
Penalty/Reward Mechan;sm) and underly;ng cos*-effect;veﬁess
criteria as dcscrxbed in the Standard Practice Manua’ foz
Economic Evaluation of DSM.Programs; |

The parties also«sgree that comme:c;al lighting :eco-ﬂe“de-

tions are important elements of the Commercial Energy. Management ‘

Services and Comme:c;al Bnergy'nanagement Incentives p:og:ams,f.‘.‘”wx

included in Compliance Group 2 of the DSM Penalty/Rewa*d Mecha-'

nism. Residential l;ght;ng recommendatzons are ;ncluded iz the
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. . Residential Energy Management Services program (Compliance Group
1) identified in the DSM Penalty/Reward Mechanism.

SDGSE agrees to provide UCAN a timely copy of SDGEE's Annual
Summary for DSM Activities filed annually on March 31 with the
Commission. The DRA agrees that the CPUC CAC Division should
review and consider any timely comments by UCAN on SDGSLE's
compliance. '

Finally, SDGSE will endeavor to provide UCAN notice of any
proposed modifications to the stipulated Penalty/Reward Mechazisnm .
formula, Compliance guideli'nes, deadband ranges, resident ial A/C
Cycling and Residential TOU programs at least 15 days prior to
implementation of such mod:.ficat.zons. The -parties agree to

consider any timely comments submitted by UCAN on the p:oposed :

. modif ica.t:!.ons -

Entered this é day of (&/ﬁ/ﬁ , 1988.

SAN DIEGO GAS & ELECTRIC COMPANY DIVISION OF RATSPAYER ADVOCATES .-

j? / ' ‘ / C
~'/ - By L /' /(ue//'—

By,
T
CITY OF SAN DIEGO : UTI7(/‘/5 A 0% 2\".:%0

i o ava-an ez

FEDERAL EXECUTIVE AGENCIES CALIFORNIA ENERGY COMN.:SSION‘_

NW
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. ADDENDUM "2" TO STIPULATION AND AGREEMENT
OF MARCH 7, 1988

Among other matters, the Stipulation and Agreement of March
7, 1988 (Stipulation) established a level of operating expenses
and othur conits deemed necessary to return Silver Gate Units 1,
2, 3 and 4 (Silver Gate) to service during test year 1985. These
costs reflected a three year amortization of the startup costs
for Silver Gate of $2,611,000 (all costs are in 1986 cdollars).
They also reflected monthly operation and maintenance (O&M)
expenses of $233,600 utilizing a balancihg account to reflect OsM
expenses tied directly to the date at which Silver Gate actually
returned to service. (Stipulation at 13.)

Subsequent to the execution of the Stipulation, SDGEE
engaged in negotiations for a purchase power agreement that if
successfully concluded had the potential to provide a more cost
effective alternative to the restart of Silver Gate.

In Exhibit 43, SDG&E and DRA jointly sponsored testimony
discussing this pending agreement, noting that if the agreement
were to be completed under terms that had been represented bv
SDG&E to DRA, the agreement would be a more cost effective means

of obtaining the same capacity as represented by the restart of
Silver Gate. ’

On May 5, 1988, SDG&E entered into the purchase power
agreement with Arizona Public Service. As a result of ¢his,
SDGSE withdraws its request for expenses associated with the
startup and O&M costs associated with Silver Gate. However,
SDG&E does regquest expenses necessary to maintain Silver Gate iz
long term storage so that startup in a future year will remain
possible.

SDG&E has noted that the deferral ¢f Silver Gate should alse
cause an adjustment to rate base. However, Lif the adjustment
were made, rate base would be increased since the weigh=zed
salvage reserve (51.4 million) is greater than the weighted
capital plant addition ($0.6 millien) reguired to return Silver
Gate to sexvice. SDG&E proposes not to alte* the rate base
amount identified in. the Stipulation.

The reguested adjustments are ‘summarized as follows:

LABOR NON~LABOR ° TOTAL
{Thousands of $1986)

Avoided Restart Expense (413.6) (456.7) (870.3)
Avoided O&M Expense (769.0) (866.0) (1,635.0)
Storage Expense 53.0 _Log.o 153.0

Net Reduction (1,129.6) (1,222.7) (2,352.3)
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The DRA and other signatories to the Seipulation have
reviewed SDGSE's proposal and find it reasonable. Therefore, the
Stipulation is medified in ¢he following respects:

1. At page 5 of the Stipulation, Section IIL, A, 1, the
amount of authorized O&M expenses that SDGSE should be allowed to
recover in rates for the 1989 Test Year, exclusive of franchise
fees and uncollectables, is reduced from $273,422,100 to
$271,069,800.

2. At page 6 of the Stipulation, Section III, A, 1, the
amount 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 o
reflect changes in Electric Department .Labor and Non-Labor
Expenses as follows:

-

a. Labor: change $104,597,400 to $103,467,800.
L. Non-Labor: change $84,896,600 toA$83,673,900.

Entered this /77 day of _tlpw , 1988

SAN DIEGO GAS & ELECTRIC COMPANY - .DIVISION OF RATEPAYER ADVOCATES

BY, /;4ﬂlr¢?;4wf’(' Byzfig,fw/ﬁl? :Z;;anc_

/ /‘I ¢ - ‘:/f‘;,__..-—-.-.‘

>

CXTY OF SAN DIEGO UTILITY CONSUMERS' ACTION NETWORK W '

- 0 /" A :' ¥ .
BY /‘?,{&_', Mf%’ ' BY ! J i/ . LTS ol ea
. /4 ' '

[ ey

FEDERAL EXECUTIVE AGENCIES CALIFORNIA ENERGY COMMISSION )
BY 5JFWVNMJ%A»3?—‘ It s AT BY

(END OF APPENDIX A)
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April 28, 1988 2 iconl. .5’/;/:5 maes. 57/ /5

roncis 3, Farrore

A .
. — ) o 6
i etale l‘J ey 2 .3'-\-' u'.:::i"

All Parties of Recoxd

psSM Penalty/Réward Mecmaniszm (A. 87-12-002)

The Stipulation and Agreement of March 7, 1935 bexwe=n tle
Division of Ratepayer Advocates ("DRA") , Citv of Sa= Tiego,
Teceral Executive Agenczes,(‘““”) and San Tiego Gas & Electzic
Company ("SDGE") ralers to e"ol~s to be uncdeztaken to davelos
penalty/zeward mectanisn (Stipulazion, P. 6-7) to':e;:'.'.‘ac-e the

curzent use ¢f a balancizsg acccount for DSM progzam funds. This

mechanism is intended to a.pp?._ £o certain aspec*.:s of S0GsZ's

demand side manacement ProgIams.

The referenced mechanism has been agzeed upon betwean DRA
amd SOGaZ. It is attached to this Jetter ané will be Jciatly
sponsozad by DRA witiess Do Schultz and SDGZ wiszess Goeg
Baddew during the hear:'.ngs' scheduse for addressing the Stipu-

lation.

Yoottt 12

Pailip Scott Weismehl David \R. Claz4
Counsel for the Prixehal A‘"‘o'--v

Division of Ratepayer Advocates - San Diego Gas & Electric
Company

ce: ALY Francis S. Ferraro
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Joint Exhidbit on Penalty/Reward
Mechanism for Demand-Side Programs

INTRODUCTION

This joint exhibit describes the Penalty/Reward Mechanism agreed upen by
DRA and SDGEE pursuant to the Stipulation and Agreement between parties dated
March 9, 1988. It was p:;duc-d through negoti.-;t:!.onﬁ between the Division of
Ratepayer Advocates and SDG&E. This Penalty/Reward Mechanism is established
to provide SDGIE with penalties and rewards based upon its performance in
meeting Demand-Side Managemant (DSM) goals specified in the Compliance
Guidelines (Table 1). The Panalty/Revard Mechanism described herein replaces
the balancing account treatdent currently placed on these activities and is
intended to operate for the 1589-1991 rate case cycle.

The Penalty/Rewards described herein will not be assessed if SDGIZ
annual goal achievepents are within the Deadband Rahges specified on Table 1.
If the minimm valve of the Deadband Ringc is not met, a penalty in the fowm
of a ravenue rsquirement reduction will be assessed. If the maximun deadband
range value is ucnd-d,' a revard in the form of a revenue requirement |
increase will be authorized by the Commission. The Penalty/Reward Mechanisn -
only applies to the activities and programs included in Compliance Group 2 on
Table 1.

SDCIE has unlinited discretion to move funds between programs in order
to achieve the goals outlined in the Compiimc- Guidelines. EHowever, any |
deviation from the Compliance Guidelines for Compliance Group 1 must be by ‘
mutual agreement between SDGEE and staff. Deviations from Compliance Group 1
guidelines without autual agreement will make SDGIE ineligible for the
Rlvard/?mlty Mechaniszm outlined for Compliance Group 2.

Modifications to this Mechanism, Compliance Guidelines, or Deadband
Ranges may be made by mutual agreement betwean SDGAE and CPUC CAC and DRA.
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. Modifications to Residential A/C Cycling, Residential TOU, or Data
Collection Requirements may be made by mutual agreesent by CEC, CPUC DRA, and
sm.

All load impacts shall be measured and reported using consistent
methodology for all regulatory proceedings, with the exception of gross to
net adjustoments. For purposes of these Compliance Guidelines, lead impacts
will be measured and reportad on a gross impact basis.
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. TABRLX 1
mmm-mmm

Authorized
Anrual
Expanditures Penalty/Rewaxd
(86 3000) ___Deadband Range (8¢ 3000} Goal Valye (63)

CONSERVATION .

Nas DU Information(l) 1015 2750 - 31250 expenditures

Tas Dt Servicas(l) 2000 $7%0 ~ 31250 axpenditures

Cosbined Nrus Bt Sexv & Incent(2) 2576 PLY of 25-50.(3) and 13.5+16.0 GWH(4)

L0AD- MANAGDMENT ’

Thermal Inergy Storage(l) Maximm increass of 4000 wA(5) and 7-10 MW
Combined Indiv & Grp :nt-rr/mruihbh(z) : 1.8 = 2.2 M (5)

FUYL SUBSTIIUTION ‘

Tes Gax Fual Substitution(l) $50 - $150 expandifuras

Nonres Cas Fual Substitution(Z) combined with Tharsal Enargy Stomage
MEASTROCENT AXD EVALTATION(1) $2000 = $3L00- sxpandituzes

OTHIR DSM(1) ' saximm of $2000 expendituzes °

(1) Compliance Grouwp 1

(2) Compliance Grovp 2 :

(3). A pet 25-30 Progrem Load Tactor (PLY) must de achieved for the aggregate MW and M installed in oxder to
qualify for panalty/revard sechanizm. Wben implementation results from multiple years are undur . 3
considexation, the aggregate MW and MWH. for all ysars should be used for the PLY calculaticn. FLY = o
((MWE/B760) M) * 100. Penalty/revard is calculated on under/cver achisvemant of Gl dendband, only aftar FLY . .
daadband is mat. , i .

(&) Gax tharm conservation may de substitutsd, on & EIU converzion daxis, for the Adis in the deaddand range, to
cmﬂuwm-::ﬁofﬁhn&imm. : . o

(5).htm-mmm3’1ud‘mnw sumser pask MV decrease must da < 4000 in order to qualify fer
panalty/cevard wechanizs. Total of net = ‘ ‘ - o S

Semi Paak and Off Peak MWH)) / Sumsar Peak pexiocd M

‘ _only 4f the YW incresse

(6) Deadvand Rangs asmumes no- changes to the 1988 Intarruprable/Curtailable Rate Schedule. In the event of

wum:-m,mua-mwuumwwmmmz. ‘ .
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DETERMINATION OF COMPLIANCE

The CPUC CAC Division shall be responsidle for the compliance Teview.
Results of the compliance zeview shall be forwarded to SDGAE and the DRA.

All penalty/rewards will be based on actual data reported in SDGSZ's .
Subject wo convo'%-tonq-\; eadinon
Annual Summary for DSM Activities filed annually on H;rch 3%:£\Ee\rmination. ey
of compliance will be made by the CAC Divisien no later than J-;o.tr: 166Q for
recorded activity in 1989, iﬁé”—i‘, 1991 for re.cordn'd activity in 1990, and
m\. 1992 for recorded activity in 1991. Panalty/rewards calculated for
year ending 1989 will either be reflected in the 1991 attrition year
adjustment, or held over and combined with the pmlty[ revard for 1990 vhere
4+ will be reflected in the 1992 Ganeral Rate Case Applicationm, at SDG&E's
option. Panalty/revazds caleulated for 1991 will be reflected in the 1993
attrition year adjusthant. ’

Expenditure deadbands ars set forth for the categories listed delow
(Compliance Group 1 on Table 1):

Residential Energy Management Information

Residential Energy Management Services

Rasidential Gas Fuel Substitution (Residential Gas Heat Pumps)
Measurepent and Bvaluation

Other DSY (Support)

Expenditures outside of the above expenditure deadbands must be mutually
agreed upon by SDGEE and CAC and DRA. Failure to 6omply with these
axpenditurs deadband guidelines without mutual ag:ime.nt results in
ineligibilty for any penalty/revard in Compliance Group 2.
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The Penalty/Revard Mechanism will only apply to the categories listed
below (Compliance Group 2 on Table 1):

Commercial Energy Management Services and Commercial Energy
Management Incantives combined

Thermal Enerxy Storage and Nonresidential Gas Fuel Substitution
(Gas Air Conditioning) combined ..

Interruptible/Curtailable: Rates - Group and Individual combined

As potad above, application of the Penalty/Reward Mechanism in Coppliance
Group 2 are contingent upon peeting the expenditure deadbands in Compliance
Group 1. '

Goal and axpenditure compliance guidelines are not established: £for the
categories listed below: ' '

Weatherization & Retrofit Incentives
Residantial A/C Cycling

Residential TOU

Non-residential Cycling

SDGLE has sole discretion in these arsas to use the funds as they deem
appropriate. Any savings achieved in. these categories pay be used in c‘.;he::
prograns or as otherwise determined by SDGEE.
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CALCULATION OF PENALTY/REWARD

In the event that SDGEE's goal achievement falls below or above the
deadband ranges, a penalty/reward will be calculated by miltiplying the
"Pamlty/Reward Goal Value™ on Table 1 by the XW or MWE difference between
the achievement attained and the nearest boundary of the deadband range. A
dollar value shall be calculated individually’for each of the three elements

in Compliance Group 2, then addad together to-achieve a net dollar value for
the total penalty/reward. There shall be no goal penalty/revard for any
other programs.

Tn addition, budgetary savings may be retained by SDGKE or shifted into
other areas contingent upon meeting these guidelines. ' ‘

All penalty/rewards will be calculated in 1986 dollars, then adjusted,
with ;nttrnst (using the post current adopted and appropriate escalation

ratas), to the current year dollars.
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CERTIFICATE OF SERVICE

T hereby certify that I have this
mJoint Exhibit on Penalty/Reward Mechanism for Demnand-

foregoing

day served the

Side Management” for A. §7-12-003 upon the following named

appearances in

San Diego Gas & Electric

Company's 1589 Test Year

General Rate Case by mailing them a copy thereof, properly

stamped and addressed.

Dewey Baggett

President

Hospital Council of San Diego
& Imperial Counties

8305 Vickers Street

San Diego, CA 9211l

Matthew V. Brady

1314 E Street

Suite 200

Sacramento, CA 95814

David J. Byers

McCRACKEN, BYERS ‘& MARTIN
130 Shoreway Road

Suite 201.

- Belmont, CA 94002

Jeff Carver, Esq.
900 Commodore Drive

Building 107 :
Box 727 (Attn:+ Code 05C)
San Bruno, CA  94066-0720

Sam De Frawji
Department of the Navy
(Attn: Code 115}

200 Stovall Street
Alexandria, VA 22332-2300

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

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

Dian Grueneich
Attorney at Law

380 Hayes Street

Suite 4

San Francisco, CA 92102

David R. Branchcond
2555 Third Street
Suite 110 ‘
Sacramento, CA 95818

Robert B. Weisenmillex
1939 Barrison Street
$301 "
OCakland, CA 94612

James Crosby, Esq.
MUNS, MEHALICK & LYNN-
1200 Third Avenue
Suite 1024 _
San Diego, CA 92101

Erie Eisehhan»
101 California Street
Suite 2210 ‘

San Francisco, CA 94111

Norman J. Furuta, Esq.
900 Commodore Drive
Building 107

Box 727 .
(Attn: Code 09C) -

San Bruno, CA 94066=-0720

Richard C. Hamilton, Esg. -
Biddle & Hamilton
1121 I Street

Suite 510
Sacramento, CA 95814
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. Jeffrey P. Harris Carol B. Henningson, Esq.

Building 90K

Lawrence Berkeley Laboratory
University of Califoraia
Berkeley, CA 94720

James M. Lehrer, Esq.
SOUTHERN CALIFORNIA EDISON CO.
2244 wWalnut Grove Avenue
Rosemead, CA 91770

Mark Lyons, Esq.

(New York) -
Independent Powex Corporation
2101 Webster Street

Suite 1650

Oakland, CA 94612

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

Michelle L. Wilson, Esg.
PACIFIC GAS & ELECTRIC COMPANY
77 Beale Street - 3113

San Francisco, CA 94106

Antonia D. Radille, Esq.
California Energy Commission
1516 Ninth Street

MS 14

Sacramento, CA 95314

Reed V. Schmidt
Consulting Economist
1825 San Pablo Avenue
Suite 204

Oakland, CA 94612

Leslie J. Girard
Deputy City Attorney
525 B Street
Suite 2100

San Diego, CA 92101

Paul A. Weir

R&W Consultants

1367 Sixth Avenue
San Diego, CA 92101

SOUTHERN CALIFORNIA EDISON co.
2244 wWalnut Grove Avenue
Rosemead, CA 91770

' John P. Hughes

SOUTHERN CALIFORNIA EDISOXN CO.
2244 Walnut Grove Ave.
Rosemead, CA 91770

william Marcus

311 "D Street

Suite A

Broderick, CA 95605

Roger J. PeteIs ‘
PACIFIC GAS & ELECTRIC COMPANY
77 Beale Street - 3113

San Francisco, CA 94106

John D. Quinley
1415 Dawes Street
Novato, CA 94947

Donald G. Salow

water/Enexrgy Resource
Consulting

1717 Haggin Grove Way

Carmichael, CA 95608

william S. Shazirazn
Deputy City Attoraey
525 B Street

Suite 2100 _

San Diego, CA 92101

James D. Squeri, Esg.
AMOUR, ST. JOEN, WILCOX,
GOODIN & SCHLOTZ

505 Sanscme Street

Suite 900

San Francisco, CA 94111

Barry K. Winters
247 University Hall
Berkeley, CA 94720

-
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Timothy E. Treacy

Division of Ratepayer Advocates
CALIFORNIA PUBLIC UTILITIES

COMMISSION
505 van Ness Avenue
San Francisco, CA 954102

David Fukutome

Division of Ratepayer Advocates
CALIFORNIA PUBLIC UTILITIES

COMMISSION
505 Van Ness Avenue
San Francisco, CA 94102

Michel Florio, Esq.
695 Mission Street
San Francisco, CA 954105

Michael Shames
UCAN
* 4901 Morena Blvd.
Suite 128
San Diege, CA 92117

A. Pak

SAN DIEGO GAS & ELECTRIC
COMPANY

25 Van Ness Avenue

Suite 310 .

San Francisco, CA 94102

Robert L. Gnaizda

Law Qffices of

Public Advocates Inc.
1535 Mission Street

San Francisco, CA 54103

Dated: ”Z{cé{c:z,/?fﬁ' By: ﬁ/&b’—) @ﬁ 7
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Philip Scott Weiz«..il

Division of Ratepuy. Alvocate:

CALIFORNIA PUBLIC %T.' V=8
COMMISSION

505 Van Ness Avenue

San Francisco, CA 9410,

Jerry R. Bloom, Esg.
MORRISON & FOERSTE

345 California Street

33rd Floor

*First Interstate Center

San Francisco, CA 94104-2105

Steven Geringer, Esq.

California Farm 3ureau
Federation

1601 Exposition Boulevard

Sacramerto, CA 95315

Gary Eszes

. Bunter Industries
1940 Diamond Struet
San Marces, CA 92069

Don Rlein .

Rate Watchers
4055=1/2 37th Stree=
San Diego, CA 92105
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Page 11 Francic S. Fermaro
. Administrative Law Judge

ADDITIONAL TESTIMONY OF MICHAEL MESSENGER
5/2.1/38

“As an alternative proposal to the recommendations centalined in mv
testimeny of April 15, 1983, I weuld like o recemmend the
following:

Ia addition to the programs specified in the March 7, 1983
Stipulation, I recommend that two\other _progTams ke funded:

1. Appliance Incentives ~ A pllot test of the effec=iveness oZ
customer incentives and point of purchase information to
encourage the purchase of more efficient refrigerators. This test
will identify the ¢osts and benefits of giving customers
incentives for buying more eZficient refrigerators. In additicn,
the test will identify the costs, benefits, and energy savings
rasulting from a2 point of purchase information campailgn to .
attractively label high err_cmency re::;ge*atc*s o e“cou:age
consumers to buy more efficient models. Effectiveness will be
measured both in terms of the relative enersyv savings achievei
the customer incentive apmroach versus the enersgy savings
achieved using the point of purchase information. SDG&Z will
also investigate the use of cooperative adver*lszzg To proxcte
the availability of efficiency labels in par b;c;:a.mng
dealerships. This study should include collecticn ¢f data on the
sales of refrigerators (subject to dealer cocperation) by
efficiency level from a set of experimental and contrel

. dealerships or show rooms. Attempts will be taken to control fox
the different types of customers that shop at different types of
retail cutlets to make sure the changes in efficiency observed
for each group are comparable and free of 2 p*eselectxcn blas
from participating dealers.

2. RCS/ENERGRATF Study - SDG&E will perform an evaluation of the
relative eZ fect;veﬁeSF of RCS and ENIRGRAT residentizl enexgy.
services. ffectiveness should be measured in terms of enesgy
savings pex se*v;ce ancd per dellar expended by the company and
the level of customer satisfaction with each service zc_*._

A funding level of $300 X will be neces,a'V'to conplete the e Twe
tudies. This funding should come from carryover of SIG&E
CLM balancing account as of 12/31/33. '
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The company shculd complese these twe studles kv Jan 1, 1990 and

- =y (=Pt
then meat with the CZC and DRA staZfis to discucs the petentsial
need to exgand cr medlly existine pregrams, create new progranms,
or altar progran mariketing technicues Easad on the Tesults cf
these stucdies.

Air Conditioning Masketing ané Progranm Desiga Study = STGEZ
agrees to complete a study that will provide the basis Zor
determining the need fcor air conditicner pragrans in its nexs
rate c2s2. The study will first identilfly the size and lecaticen
¢ the targeted custemer ¢roups of "high usage™ customers with
2ir cerditioners and homes mere than 8 yeass clda. After seoming
out the size of this maxicat, SDGIZ will propese a2 rezZata prograz
desism to encsurage Thesa customers To replace <tThelr ¢léd alir
cendlcioners with medels 13% more efdicient than tThe agslicaklia
efficiency standari. Bassd cn this design, STG&Z sheuvld analvse
the cost effachivendss ¢f =The proscsad preogran ang include thesa
findizgs with its 1952 Test Year GRC Applicatisn. This aceivizy
will be funded tiarsugh the funding specified in the Stizulatiasn
Agreenent.
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Frangis S, Farraro
Administrative Law Judge

REVISION TO EXHIBIT 102 - PENALTY/REWARD MECHANISM

SDG&E, DRA, and the CEC agree to the following changes to the DSM
Penalty/Reward Mechanism on page of the agreement.

1. 7The deadband range for Residential Energy Management Services
should be changed to delete all references to a funding range
(for RES EMS) and include the following changes in their place:

Readband Rance

Minimum - 12,500 in-house services
Maximum - 24,500 in-house services

These sexvices must have the following characteristics to meet
the minimum and qualify SDG&E for rewarxds for performance in
other areas. _

1. Each service must include the decomposition of the
customer's »ill into the estimated contributions from each of the
major applicances in the household, and

2. A Bar chart representation of the decreases in enerzgy .
bills that could be cobtained as a result of buying more efficient
air conditioners, water heaters, refrigerators, and other major
appliances appropriate for each customers appliance holdéings and
household members or ' : _

. 3. A reference or guide to where the customers can
ocbtain more information on the cost and availability of specific
elliciency improvements for each major appliance.

In all cases the auditor shall visit the home and determine the
customer's preferences for the style and type of service. 7To
insure all households can benefit from these sexvices, =he
company agrees to make its customers aware of the full rance of
services that are available at least two times a year throuca
bill inserts or some other type of media. _
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Franeis 5. Ferraro
Admizistratve Law Judga

CALIFORNIA PUBLIC UTILITIES COMMISSION
Division of Ratepayer Advocates '

AND

.

CALIFORNIA ENERGY COMMISSION

AND
SAN DIEGO GAS & ELECTRIC COMPANY (U 902-M)

JOINT EXHIBIT .
ON
DEMAND-SIDE MANAGEMENT

for
SAN DIEGO GAS & ELECTRIC COMPANY GENERAL RATE CASE

'.resﬁ Yeaxr 1989

Before the -
PUBLIC UTILITIES COMMISSION OF THE STATE OF CALII:"ORNIA

San Francisco, California
May 1988
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SUPPLEMENTAL JOINT TESTIMONY OF
Dr. Michael Jaske, Don Schultz and Creg Haddow

As an element of San Diego Gas & Electric's (SDG&E) General Rate Case
Application, SDG&E prepared and distributed the testimony of G. W.
Haddow (Exhidit 13) which discusses SDGSE's Demand-Side Management (DSM)
Measurement and Evaluation activities. The Division of Ratepayer
Advocates (DRA) and California Pnergy Commission (CEC) reviewed SDGEE's
Application and prepared detailed reports on these activities (Don
Schultz (DRA) and Dr. Michael Jaske (CEC)). Discussions which have
occurted between the parties since the distrzidution of these documents
have resulted in agreament on the central issues raised in the reports.
The terms of this agreement are éxpgessed in the joint testinmony set
forth below. This supplemental testimony augmests the discussion of
these issues found in the reports.

"The March 7» 1988 Siipulation and Agreement entered into by Division of

Ratepayer Advocates, City of San Diego, the Federal Executive Agenéieé,
and SDGSE in part describes the parties agreement to DSM pregrans and
funding levels. The proposed budget level £or measurement and evalua-
tion activities identified in the Stipulation is $2.751 million. |
Since executing'the'Stipulation, DRA and SDG&Z have agreed upon the
Penalty/Revard Mechanism alluded to in the Stipuldtion to apply to
SDGAE's DSM programs in lieu of balancing account_:reatmen:; The -
mechanism specifies a range of authorized annual expenditures fof the
measurement and evaluation activities descrided in the Stipulation of $2 ‘
million to- $3.4 million. Under the terms of the mechanism, SDGEE's
measurement and evaluation expenditures mhy'not fall outside of that
deadband fange without mutual agreement betweer SDGXE and the CPUC stafs
as specified in the Penalty/Reward Mechanism. DRA, ﬁhe CEC staff and
SDG&E agree that this approach will n&eqﬁa:ely ensure the continued
availadility of funding for necessary measurenent and evaluation data.
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Attachment 1 defines the scope of data collection activities of interest
to the CEC. These activities will be conducted as part of the measure-
ment and evaluation program identified in the Penalty/Reward Mechanism.
SDG&E will not substantially modify the funding for measurepent and
evaluation activities as specified in the Penalty/Reward Mechanisz
without first seeking the comments and advice of the CEC. Therefore,
the CEC withdraws its recommendations for limitations on management
discretion found on pages 19 and 20 of Dr. Jaske s
previously=-distributed report.

The CEC staff, DRA and SDGSE alsc agree that end-use metering/zecording
for residential and commercial customers should be expanded and tkat
this will occur within the funding guidelines referred to above. The
specific scope of metering/recording which SDGSE will conduct during the
ensuing rate case cycle is provided in Attachment 1 to this testizony.
The DRA, CEC staff and SDG&E are in agrﬁament that all other measurement
and evaluation activities, e e.g. those not referenced in Dr. Jaske's
report, will be conducted as provided for in the St;pulation and Penal-
ty/R:ward Mechanism.
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‘ll' ATTACHMENT 1

San Diego Gas & Electric

Data Collection Activities of Interast to the CEC

LOAD METERING

a. GClass Load
1. Operations
2. Meter Conversion

b. End Use
1. Residential
2. Commercial

¢. Special Projects

CUSTOMER SURVEYS

4. Residential
1. MIRACLE
2. Other

Commexcial

1. CEUs

2. Nonrasidential Audits
3. QOther

Industrial

1. - Industry Studies

2. Nonmresidential Audits
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ATTACEMENT 2

SAN DIEGO GAS & ELECTRIC
LOAD RESEARCE PLAN

(NUMBER OF RECORDING DEVICES)

Load Metering SDGSE/CEC Agreement

End Use 1689 199

Residential 30
Commercial 160

Total 150

‘Note:

These changes are to supersede the CEC Recommendations associated with
End Use metering from the Table 2 Notes in the CEC Testimony of Michael
Jaske on page 9.

With the axception of the Decision Maker Criteria Study in 1986-1961

‘and the Marketing Segmentation Study in 1990-1951, the Measurement and -

Evaluation Budget remains unchanged. This is consistent with paragraph 6,
page 3 of CEC Testimony of Michael R. Jaske, April 14, 1988, which states
that "...other Measurement and Evaluation projects will be downscoped or
eliminated in order to supply the funds necessary to support the increased
level of expenditures recormeadsd by the CZC."

(END OF APPENDIX B)
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AGREEMENT REGARDING CIEE FUNDING AND PROCEDURES

l. The parties acknowledge that enhanced fuadizg and
effort in the area of medium~ and long~term research and
development for end-use efficiency has the potential Zor

ultimately benefitting SDGSE'S ratepayers.

2. CIEE believes SDGSE should increase its reseazch
and development budgegvg§.increasing the amount spent o:
end-use efficiency projects. SDGLE believes its comﬁi:me:t
to end-use efficiency research and development is more than
adeguate and, therefore, these increases are unanecessary.

3. The parties understand that SDG&E-i§ ndﬁ the sole
contributor to CIEE funding. CiBE believes that wtilit

funding should be done on' an equitable basis.

4. The parties agree that eflfective cooxdinatioxn cf -
end-use efficiency research and development caxz avoid

duplication and wasted elfort.

CIZE econ=ends it can improve coordination of

efficiency research and development.

6. The parties‘agree that the best way to determize

if CIEE can'imprové the coordination of this area of

research and development is by demonstratioa. Therefore,

\:
\l

|
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CIEE should be given an opportunity on a test Dasis o
demonstrate that it can sufficiently improve the
coordination of this area of research and development 0O

justify continuing funding by SDG&E.

7. The role of CIEE will bé cne of coordination of

the end-use research and analysis efforts, which includes:

A. Bringing together the utilities and other
interested organizations to determine the projects to be
pursued, the organizations to undertake the reseazch and the

level of funding to be committed to‘each project.

B. -Serving as a clearinghouse for information
among the utilities and other interested organizations as to b

research efforts in end-use efficiency.

C. Administering the placement and oversight of

research efforts done with CIEE funding.

8. The portion of utility funding devoted to overkhead
costs (for both CIEE and the research‘institution) for any
particular project shall not‘exceed usual overhead levels.
The Program Board shall cpnsidér overheadﬁcosts in reviewiné
and approving CIEE funded reséaﬁch. ‘CI3E*and‘the Progranm
Board shall aggressively pursue funding of CIEE overhead

costs from non=-utility sources..
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9. An objective of CIEE will be for CIEE-funded
projects to be unde:takenlby experienced, knowledgeadble, and
qualified California institutions. Selection of reseaxch
projects shall be consistent with CIEE's malti~-year reseaxzch
plan and shall be based on the quality of thelproposed
research (including such factors.as qpplity of on-going

research, potential benefits, available facilities,

technical expertise, and enhancement of long-term research

capabiiif?-)

10. CIEE shall have a Program Board. The Progzam
Board will be cemprised of, at a minimum, the Director of
CIEE, representatives (one each) from UC and each utility |
contributing to CIEE, and’(ﬁt'their diécrctioa) the CPTC,
CEC, EPRI, and GRI. Each organization shall designate its
own representative. The Prograﬁ Board shall establish rules i

and procedures that pfovide for: (1) participating.

utilities to collec=zively have at least 50% of the vote o

issues before the Program Board; and (2) each privately
owned utility contributing to CIEE resesxzch to have an ecual

vote on the Program Board.

11.  The P:ogrmm'soakd shall establish policies ﬁa ve ;
used by the Director of CIEE in preparing a multi;yea:'.
research plan, including guidelines and procedures Zor
allocating CIEE research and development funding. The plan

shall be submitted to the Program Board for its review azd .
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approval. The Director of CIEE, with the advice and consent
of the Program Board, has the responsibility of implementing
the multi-year research plan and, in the context of that
plan, determining appropriate pooling of utility funds,
research projects, project funding levels, and the
institutions that will carry out'.the projecits. This
responsibility will be exercised with the inteat of having
true coordination among the utilities so as to ensure that
the people of the State @; California receive the maximum
value for these reseazch efforts. All expenditures df
utility funds through CIEE shall be subject to the followi;g N

constraints:

A. such funds shall be used for research and

analysis related to medium-and long-term end-use efificiencyr

and

B.  all utility funds available to CIEE shall be

committed each year to appropriate projects.

12. The utility shall have the right to select th
projects it will fund, consistent with paragzaph 1l above.
If a utility disagrees with a decision of the CIEE Directzor
and Program Boaxd (made pursuant to paragraph 11, abo#e) it
will have the right to refuse to fnﬁd # particular project’

or projects. .
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13. The utilities axe to cooperate with CIEE in
coordinating end-use efficiency research. CIEE and Zunding
utilities shall jointly have the obligation to develop
sufficient energy end-use efficiency project ideas so that
all 'utility contributed dollars are committed to projects
acceptable to the utility. The parties understand that 2
failure to cooperate in good faith may result in fuzther
action by the CPUC to carry out the purposes of this

agreement.

14. CIEE will aggressively pursue recovery of income
from patents or other intellectual property rights developed
as a result of CI?E‘research and this income shall benefit
CIEE research sponsors. The extent‘to which this inceme is
used to offset future éontributign to CIEE or to othexwise
benefit ratepayers is to be determined by the CPUC in its

periodic coasideration of RD&D funding.

15. CIEE and its activities are being fuaded on a test |
basis. In ozder to provide an opportunity to evaluate the |
CIEE c¢coordination role, it is unéerstood that CIZE will |
prepare a publicly available annual report for each calenda:‘ 
year covering both CIEE's;coordinatioﬁ activities and
research projects funded, and commenting on the mamner iz
which CIEE is meeting its pu:péses. The reéort shall be

reviéwed and approved by the Program Board before its

release. All Program,Board'members shall be given 2a
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reasonable opportunity to include within the report 2
section either indicating their concurrence or disagreement
with the report. This annual report shall be issued oz
March 1 of each'year commencing in 1990 so that it can be
considered in evaluating CIEE's coordination role and in

analyzing future funding. e

16. SDGSE shall contribute $100,000 in 1989, $225,000

in 1990, and $350,000 in.}991 o CIEE. These dollar amounts‘

represent nominal dollars and are not to be escalated. CIEZ

shall use these contributed dollars to fund end-use
efficiency research subject to the terms and conditioxns
herein. These dollar amounts should be added to. the RD&D
‘budget of the stipulation which is Exhibit 98 im SDGSE'Ss
1989 generai rate case'proéeedihg, Applicatién No.

87=-12-003.

17. This agreement may be introduced as evidence in i
SDG&E's 1989 generﬁl‘rate case:proCéedihg, but only'fo: £h§ :
purpose of recommending a compromise settlement regazéin
/11 | o
/17
17/

/77
r1/
17/
17/




A,87=-12-002, %.28=-0L1-006

APPENDIX C

SDGLE funding of CIEE. This agreement shall not be used as
evidence, precedent or an admissicn by any person in any
CPUC or judicial proceeding that SDGAE funding is

appropriate.
Entered this 8th day of July, 1988, between the following:

 SAN DIEGO GAS & ELECIRIC COMPANY

DIVISION OF RATEPAYER ADVOCATES

o STk, Etdierill

CALIFORNIA INSTITUTE FOR ENERGY

EFFICIENCY

oLt e




v
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SERTIFICATE QF SERVICE

I hereby certify that I have this day served the foregoing
document upon all known parties of record in this proceeding by
mailing by first-class mail 2 copy thereof properly addressed to
each such party.

Dated at San Francisco, California, this 12th day of

July, 1988.

/s8/ LAURA K. WALLACE

Laura K. Wallace

(END OF APPENDIX C)
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SAN DIEGO GAS & ELECTRIC COMPANY
Electric Department
SUMMARY OF EARNINGS AT ADOPTED REVENUES AND EXPENSES
(Theusands 0f 19239 Dollars Unless Otherwise Indicated)
Test Year 1939

Dezcription

Operating Revenues

Sales to customers
Non~=Jurisdictional
Miscellaneous

Total Operating Revenues

Orerating Expenses

Operation & Maintenance
Uncollectibles _
Franchise Requirements

Subtotal (1986 Dollars)

Labor Escalation Amount
Non-Labor Escalation Amount

Subtotal (1989 Dollars)

Cepreciation & Amortization
Taxes Other Than On Income
Ca Corporation Franchise Tax
Federal Income Tax

Total Operating Expenses
Net Operaéing Income

Weighted Average Rate Base
AUTHORIZED RATE OF RETURN

Adopted

$795,761
1,445
17,005

$314,211

22,836

$239,088

12,583

$260,8Q5

153,484
37 r6’6‘6
26,215
94,461

$577,632

$226,530
2,273,451

10.86%

Adeopted Revenues at Adopted Rates $814,211
Stipulated Revenues at Present Rates $874,487

AUfHORIZED INCREASE IN REVENUES ($60,276)

-
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SAN DIEGO GAS & ELECIRIC COMPANY
Gas Department ' X
SUMMARY QF EARNINGS AT ADOPTED REVENUZIS AND EXPENSES
(Thousands Of 1939 Dollars Unless Otherwise Indicated)
Test Year 1989

Description

Operating Revenues

Sales to customers
Interdepartmental
Miscellaneous

Total Operating Revenues

Operating Expenses

Operation & Maintenance
Uncollectibles
Franchise Requirements

Subtotal (1936 Dollars)

Labor Escalation Amount
Non-~Labor Escalation Amount

Subtotal (1989 Deollars)

Depreciation & Amortization
Taxes Other Than On Incone
CA Corporation Franchise Tax
Federal Income Tax

Total Operating Expeﬁses
Net Operating Incone

Weighted Average Rate Base
AUTHORIZED RATE OF RETURN

Adopted

$114,%09
14,460
3,152

$131,72.

43,527
2,532

$51,300°
3,218

$56,224

23,056
5,516
4,015

12,137

$101,938
$29,783

274,268
- 10.86%

Adopted Revenues at Adopted Rates $131,72%
Stipulated Revenues at Present Rates $118,324

AUTHORIZED INCREASE IN REVENUES $13,397




SAN DIEGO GAS & ELECTRIC COMPANY
. .. . Stean Department . .. ~
SUMMARY OF EARNINGS AT ADOPTIED REVENUES AND EXPENSZS
(Thousands Of 1989 Dellars Unless Otherwise Indicates)
Test Year 1989

Description Adopted

Operating Revenues

Sales to customers
Miscellaneous ‘ 0

Total Operating Revenues S1,344

Operating Expenses

Operation & Maintenance
Uncollectibles
Franchise Requirements

subtotal (1986 Dollars)

Labor Escalation Amount
Non-Labor Escalation Anmount

Subtotal (1989 Dollars)

Depreciation & Amortization
Taxes Other Than On Inceome .
CA Corporation Franchise Tax
Federal Income Tax :

 Total Operating Expenses

Net Operating Tncerme

wWelghted Average Rate Base ,

AUTHORIZED RATE OF RETURN 10.86%

Adopted Revenues at Adopted Rates ‘
Stipulated Revenues at Present Rates

AUTHORIZED INCREASE IN REVENUES
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Decision

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
SAN DIEGO GAS & ELECTRIC COMPANY
for Authority to Decrease its
Rates and Charges foxr Electric,

and to Increase its Rates and
Charges for Gas and Steam Service.

Application 87~-12-003
(Fi;ed Decenber 1, 1987)

i
4

/

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

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

)
)
)
)
)
(U 902-M) )/
)
)
)
)
)
)

(See Decision 88-07-02f/;or appearances.)

® v T

A settlement document fis adopted for San Diego Gas & ‘
Electric Company’s (SDG&E) tes year 1989 general rate case._ Thzs
docunent, together with agreements for demand-smde management and
reseaxrch, development, and defﬁnstrat;on (RD&D) , resolve all of the
issues in this proceeding except deprecxatlon, cost of capital,
attrition, rate design, women and minority . busmness enterprxses
(W/MBE), and the studies requlred by SDG&E's last enexrgy cost.
adjustment clause (ECAC) deciszon. Subsequent dec;szons w:ll
address these remaxnlng issues."‘ : ‘ ;o

For test year 1989 the Stlpulat;on and Agreement results '
in a decrease in electric jrates of $60.3 mzllion or 4. 5%, and an .
increase in gas and. steam.rates of $13.4 mzllzon or 3.0% and $o 5 ‘
million or 32. 3%, respe Avely. o S o ,f'
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Introduction :

~ This decision addresses the Stipulation and Agreement
among SDG&E, Division of Ratepayer Advocates/ (DRA), Federal
Executive Agencies (FEA), City of sSan Dieg/, and Utility Consumers
Action Network (UCAN) 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 genefal rate case except
depreciation, cost of capital, attrition, rate design, and two
studies required to comply with Decisxon (D.) 87-12-069, SDG&E’S
latest ECAC decision. These issues ﬁill be addressed in subsequent
orders. Additionally, there axe thﬁee areas which are included in
the Stipulation and Agreement that were eithexr contested or a
separate agreement was reached.

The first of these is W%MBE. While this issue was
litigated by the American G.I. Forum, League of Un;ted Latin
American Citizens, and Pilipino~fmerican Political Association |
(Public Advocates) no specific recommendation was nmade with respect
to the funding level for this program proposed in the Stipulatioen
and Agreement. Because no recommendation has been made to adjust
the proposed funding for SDG&E(’(B W/MBE program, we will defer the
resolution of this matter until all other contested issues are
addressed. /

The remaining two areas, demand-side management and
RD&D, are part of the Stipu%ation and Agreement but separate
agreements were reached. These two additional agreements will be
discussed below. f | ' '
Procedural Background .

On December 1,‘f987 SDG&E filed Application
(A.) 87-12-003 requesting/autbority to reduce revenues for its
electric department by $36.0 million or 2.6%, and increase revenues
for its gas and steanm de artments by $22 4 m;llion or 5.0% and $0.4
million or 26.0%, respectively. SDG&E's‘application requested that
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these changes be made for test year 1989 and that it be authorized
attrition increases for 1990 and 1991. ,f

On January 7, 1988, a prehearing cog:érence was held in
San Diego to discuss procedural matters. At the prehearing
conference SDG&E and DRA expressed a joint ;ﬁtent to explore the
settlement of some or all of the issues in/fhis proceeding. On
March 7, 1988 SDG&E, DRA, the City of San/Diege, and FEA entered
into a Stipulation and Agreement resolving most of the revenue
requirement issues for SDG&E’s general ere case. Ultimately UCAN
entered into the settlement as well. H@arings‘were held on May 11
and 12, 1988 during which testimony~waé taken concerning the
Stipulation and Agreement and RD&D, W/MBE, and demand-side
nanagement issues. On June 14, 1988/a comparison exhibit was
submitted which detailed the revenue raquirement associated with
the Stipulation and Agraement.

Stipulation and Agreement

The Stipulation and Agreement, including two addenduns,
is attached as Appendix A. It e 1a1ns the process by which the
agreement was reached, the background which led up to the -
agreement, and the specifics,orjéhe agreement. In summary, the
settlement process was a lengthy one in which all parties to
SDG&E’s most recent ECAC and‘gqberal-rate proceedings were invited
to an introductory meeting held after SDG&E’s NOI was accepted for
£iling and prior to the £iling/ 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 vere issued, DRA 1nv;ted all parties |
who entered appearances at the prehearing conference in A.87-12-003
to a second meeting. At thls meeting, which was held at the State
Building in San Diego on Fabruary 16 and 17, the parties agreed to
maintain the confidentiality| of their discussions. Additional
meetings were conducted until a settlement was :eaéhed. However,
the Stipulation and Agreement was not finalized’and'executed‘unti1 ,
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all parties participating in the settlement meetings were provided
an opportunity to offer their views. ‘

For test year 1989 the Stipulation and Agreement results
in a decrease in electric rates of $60.3 million or 4.5% and an
increase in gas and steam rates of $13.4 million or 3.0% and $0.5
million or 32.3%, respectively. This assu%QS-no~change in SDG&E’s
last authorized return on rate base and that SDG&E’s quantifying
added uncertainty (QAU) methodology zorlpélculating depreciation
expense is retained. Both of these will be resolved ln.orders
prior to January 1, 1989.

While return on equity and/QAU are not part of the
settlement, there are a number of ifems included in the Stipulation
and Agreement that are subject to ge in accordance withk the
agreement. These are listed below:

Ladbor and nonlabor expenses are subject to

revision based on Data Resources Incorporated’s
third quarter 1988 forecasts.

Electric Power Research Institute (E?RI) dues-
and Nuclear Regulatory Commission (NRC) fees
will be updated to/reflect the actual amount
which SDG&E is assessed for 1989.

- Working cash allowance is subject to change
based on the outcome of the State income tax
tining issue in A.85-12-050.

1988 postal rate increases may'be rerlected.
The 1988 postal/ increase was included in the
June compariscn exhibit and is reflected in the
attached summafy of earnings.

W/MBE p rogramfcosts can be increased up to
$200,000 to reflect additional activities that
are required.[

] o
In addition to-the quantified effect the Stipulation and
Agreement has on rates the agreement provides for the following:

The transferjof $2.4 million-in‘RD&D expenses
for the Heber Binary Geothermal Plant from the
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following

general rate case to SDG&E’s annual advice
letter filing for the Heber project. y,
A one-way balancing account for SDG&E'S‘RD&D

program consistent with what was adopted for

Pacific Gas and Electric Company/and Southern
California Edison Company (Ediseon).

SDG&E’s filing of an applxcati/n to seek the
establishment of a memorandum account to
accumulate certain hazardous waste
expenditures.

The application of the piant held for future
use guidelines adopted An D.87-12-066, Edison’s
general rate case decision, to SDGLE with three
qualifications: (1) a five~year planning
horizon for general plant instead of three
years, (2) an effective date for the gquidelines
of January 1, 1989,/and.(3) justification for
each new item in SDG&E’sS next qeneral rate
case.

A preapproval of fcertain interutlllty purchase
power contracts Af the following conditions are

‘met: (1) preapproval requlrements apply

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, theiStipulation and Agreement contains
key terms and conditions:

No part o!,the Stipulation and Agreement shall
have any precedent1a1 value in any proceeding.

Any party may withdraw from the Stipulation and
Agreement.ﬁf modified by the Commission,

however, part;es agree to negotiate with regaxrd
to any Commission-ordered changes in good faith
to restore the balance of bene:;ts and burdens.

{
No—portion of the Stipulation and Agreement,
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. |

i'

K




A.87-12-003, 1.88-01-006 ALJ/FSF/pc

All parties agree that the Commission’s
approval and adoption of the Stipulation and
Agreenent is in the public interest, provides
just and reasonable compensation to SDGEE for
test year 1989 expenses, and avoids lengthy
litigation.

Although the Stipulatlon and Agreement provides funds for
SDG&E’s demand-side management program,;ﬁae California Enexgy
Commission (CEC) recommends that an appliance incentive test and a
residential conservation sexvice (RC§Y7ENERGRAF study be funded by
$300,000 in carryover funds from SDG&E’S comservation/load
management adjustment clause‘(CLMAcg balancing account.
Additionally, CEC recommends that/gn.air conditioning marketing and
program design study be completeglwith the funding specified in the
Stipulation and Agreement. Finally, SDG&E, DRA, and CEC submitted
a joint exhibit recommending eﬁh-use metexing/recording for '

residential and commercial customers and a penalty/reward mechanism

be adopted based on: SDG&E’s pertormance with its demand-side
management program. None o;’the parties to the Stipulation and
Agreement have voiced oppesition to- these recommendations.

The details of the recommendations and the penalty/reward fﬂl

mechanism are contained in Exhibits 102, and 116-118. These
exhibits are attached as Appendix B. : :
RDED Agreement i

The Calitornia‘Institute for Enexgy Efficiency (CIEE) was
the only party to contest the proposed RD&D funding level shown in
the Stipulation and Agreement. However, DRA, SDG&E, and CIZE,
subsequent to the hearings on RD&D, entered into an Agreement -
Regarding c:EE_Funding_end Procedures. The agreement which
modifies the RD&D tundfng lavel shown in the Stipulation and
Agreement is attached as Appendix C.

In a motion dated July 12, 1988 DRA requests on behalf of
itself, SDG&E, and CIBE that their agreement be adopted as a
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revision to the RD&D funding level shown in the Stipulation and
Agreement. In its motion DRA states that other signatories to the
Stipulation and Agreement have been contacted and do not considerx
the agreement for RD&D to be inconsistent w;;h the terms of the
Stipulation and Agreement.

In summary the agreement provides for the following:

Funding by SDG&E of CIEE at nominal dollar
levels of $100,000 in test year 1989, $225,000
in attrition year 1990, and $350,000 in
attrition year 1991.

CIEE funding on a demonstration basis, to
determine if CIEE can sufficiently improve the
coordination of end-use efficiency to justify
utility funding.

CIEE’s role to be that of coordination as
defined in the agreement.

CIEE’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 Program Board comprised of
rapresentativesjor each utility contributing to
CIEE, as well as other entities (including the
.Public Utilities Commission and CEC) that may

" choose to—par?#cipate.'
Discussion
f

Before passing on any settlement as proposed in the
Stipulation and Agreement, we must considex whether it is in the
public interest and ensure that all parties were given adequate’
notice and opportunity{toﬂaddress'andzexplore their concerns. .

As we stated in the Opinion Proposing Rules Governing:
Settlements and Stipufations; D.87=-11-053:

#Stipulations and: settlemenzs can provide useful
methods for resolv;ng public utility
proceed;ngs and these methods can achieve
matuall aptable solutions, reduce
uncertal / expedite requlatory review and
conserve p ic and private resources.
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-
L

Stipulations have been an integral part/of the

Rate Case Plan since its inception, with

specific areas of agreement placed qn’the

record together with the original position of

the agreeing parties and the effect of the

agreement on the rate request.”

The parties which have szgnegfthe Stipulation and
Agreement state that it: (1) is in tie 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 thé’alternative expense estimates
submitted in this proceeding, and (4) aveoids lengthy litigation.
Bearings were held at which all parties to this proceeding were
provided an opportunity to eﬁpress their views and concerns with
the Stipulation and Agreement. . While some parties expressed
concerns over demand-side/management and RD&D program expenditures,
these were resolved in agreements subsequent to the Stipulation and
Agreement. With the submittal of the additional agreements, no
party is opposed to or has. expressed any concerns with the

- Stipulation and Agreement.

We note epat the stipulation and Agreement was executed
after all parties were invited to the settlement meetings and
provided an opportunity to comment on the proposed settlement.
Additionally, heerings were conducted which provided parties an
opportunity to question proponents of and argue objections to the
settlement. 'F%#elly, with the additional agreements for demand-
side management and RD&D, no party voiced opposition te the
Stipulation and Agreement. Therxefore, we believe that the

. / o
Stipulation and Agreement process was open and accessible and is an

acceptable approach for resotv;ng nany of the issues in SDGSE’s
general rate;case.

Not only do we consider the manner in which the
Stipulation [and Agreement was executed to be fair and reasonable,
but also the results which yield a net $46.4 million reduction in .
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rates for the gas, electric, and steam departments. Besides the
* direct savings to ratepayers, there has been considerable savings
in litigation expenses'rer public and private parties and our
regqulatory process has been expedited. ya

While this is not the first settlement/we have
considered, it is the first since we undertook the proposal of
formal rules to govern settlements and stipulations. The process
which led to the Stipulation and Agreement i all respects meets or
exceeds the requirements which were proposed in the formal xrules.

Although the Stipulation and Agreement provides
sufficient information for determining/SDG&E’s revenue requirement,
it is not accompanied by complete, account-by-account results of
operations. While we generally need/not know the history and
detaills of settlement negotiations there is value to having more
conmplete results of operations‘o the record. Without this '
documentation to~reso1ve disputed revenue requirement issues, it
may be difficult to approve a s@ttlement. Further detail would
also assist in processing attrition filings and could be used in
'analyses of innovative ratemd&ing proposals such as performance

based pricing, or of utility/mergers.

| Accordingly, we pﬁt the parties to the Stipulation and
Agreement as well as to otﬁer major rate proceedings on notice that
in the future, we expect detailed results of operations tables to
accompany revenue requiretent settlements.

The adoptedird%enue requirement is pased on the June 14,
1988 comparisen 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 erroxrs Jiscovered by our Adv;sory and COmplzance
Division. Attached aé Appendix D is the ‘adopted summary of
earnings for each department. As specified in the Stipulation and
Agreement the adoptei- revenue requirement is subject to revision to
reflect changes in cost of eapital,flabor‘and nonlabor escalation
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factors, EPRI dues, NRC fees, working cash allowance, and W/MBE
program costs. These costs will be established in a, second
discussion prior to January 1, 19895. ’
Findings of Fact

1. On December 1, 1987 SDG&E filed Application
(A.) 87-12-003 requesting authority to reduce/Eevenues for its
electric department by $36.0 million or 2. ﬁ and increase revenues
for its gas and steam departments by $22.4" million or 5.0% and $0.4
million or 26.0%, respectively.

2. On March 7, 1988 SDG&E, DRA,/the City of San Diego, and
FEA entered into a Stipulation and Agreement resolving most of the
revenue requirement issues for thie/general rate case. UCAN
ultinately signed the Stipulation and Agreement.

3. Hearings were held on May 11 and 12, 1988 during which
testinony was taken concerning she Stipulation ‘and Agreement and
RD&D, W/MBE, and demand-side management issues.

4. A comparison exhibi?fwhich details the revenue
requirement associated with the Stipulation and Agreement was
submitted on June 14, 1988.

5. All parties to A.87-12-003 were invited to participate in
settlement meetings concerninq SDG&E’s general rate case rillng for
test year 1989. f

6. Settlement discussxons did not commence until DRA’s
reports had been issued. ‘

7. The Stipulatmon and Agreement was not finalized and
executed until all parﬁles participating in the settlement meetings
were provided an opportunzty to offer their views.

8. For test year 1289 the Stipulation and Agreement results
in a decrease in elec;xic rates of $60.3 million or 4.5% and an
increase in gas and steam rates of $13 4 million or 3.0% and $0.5
million or 32.3%, respectively. ‘ ‘

9. The StipuLation and Agreement provides for revisions in
the agreed upon revenue requirement to reflect changes-ln cost oL

l .
3
!
!

o/
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V4
capital, labor and nonlabor escalation factors, EﬁRI dues, NRC
fees, working cash allowance, and W/MBE program costs.

10. The Stipulation and Agreement allows for: (1) the
transfer of $2.4 million in Heber relatedjgxpenses to SDG&E’s
advice letter filing for the Heber project, (2) a one=-way balancing
account for the RD&D program, (3) the ling of an application to
establish a memorandum account for hazéxdous waste expenditures,
(4) the implementation of guidelines/&or plant held for future use,

and (5) preapproval of interutility’ purchase power contracts under
certain conditions.

1l. CEC recommended that: 4 (1) an appliance incentive test
and a RCS/ENERGRAF study be funded by $300,000 in carryover funds
from SDG&LE’s CIMAC balancing account and (2) an air conditioning
marketing and program design ftudy'be completed with the :undlng
specified in the Stipulation and Agreement.

) 12. SDG&E, DRA, and CEC subnitted a joint exhibit
recommending end~use meter&ng/recording for residential and
commercial custoners and /a penalty/reward mechanism be adopted
based on SDG&E’s pertormance with its demand-side management
program. j :
13. None of the parties to the Stipulation and Agreement have
voiced opposition to!:ﬁe recommendations for demand-side
Danagement.

4. On July 12, 1988 DRA flled a motion on behalf of DRA,
SDG&E, and CIEE reqqesting that an agreement, which modifies the
RD&D funding level contained in the Stipulation and Agreement, be
adopted. ‘

15. The RD&Diagreement provides funding by SDG&E of CIEE on a
demonstration basis under the direction of a Program Board in the
amount of $100, ood in 1989, $225,000 in 1990, and $350,000 in 1991.
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16. In DRA‘’s motion to modify the Stipulation and Agreement,
it states that other signatories to the Stipulation and Agreement
have been contacted and do not consider the agreement with CXEE o
be inconsistent with the terms of the settlement.

1. Depreciation, cost of capital, attrition, rate design,
W/MBE, and the studies required by 0.87=-12-069 should be addressed
in subsequent orders. 4 -

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

3. VWith CEC’s recommendations and/the agreements on demand-
side management and RD&D, no party is oﬁposed to the Stipulation
and Agreement. -

4. The Stipulation and Agreement should be revised to
reflect changes in cost of capital,/ labor and nonlabor escalation
factors, EPRI dues, NRC fees, worki g'cash-allowance, and W/MBE
program costs prior. to January 1, 19895. .

5. The Stipulation and Ag&eement CEC's recommendations, and
the agreements for demand—side«ﬁanagement and RD&D should be
adopted as being in the public interest.

o
/

IT XS ORDERED 'c.m.;m': . |
1. The Stipulation #nd Agreement, CEC’s recommendations, and

the agreements for demandéside management and RD&D shall be adopted f '5nfi”

as resolution of all of the issues in San Diego Gas & Electric
Company’s test year 1989f§eneral rate proceeding except.
deprecxation, cost of capital, attrition, rate design, W/MBE, and
the studies required bygD -87-12~069.

2. The Stipulation and Agreement shall be revised by a '
subsequent decision to rerlect changes in cost of capital, labor

t
y

N
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and nonlabor escalation factors, EPRI dues, NRC fees,. {rorking cash
allowance, and W/MBE program costs prior to January-'1l, 1989.

This order becomes effective 30 days tx;,oh today.

Dated , at San Fr'ai'xcisco, California.

/

y




A.87-12-003, 1.88=01-006 ALJ/FSF/pc *

in litigation expenses for public and private partzes andfour
regqulatory process has been expedited. 4

While this is not the first settlement we have
considered, it is the first since we undertook the proposal of
formal rules to govern settlements and stipulations. The process
which led to the Stipulation and Agreement in aii respects nmeets or
exceeds the requirements which were proposed in the formal rules.

Although the Stipulation and Agreement provides
sufficient information for determining SDG&E’s revenue requirement,
it is not accompanied by complete, account-by-account results of
operations. While we generally need eot_know-the history and
details of settlement negotiations, there is value to having more
complete results of operations on tﬁe record. Without this
documentation to resolve disputed srevenue requirement issues, it
may be difficult to approve a septlement. Further detail would
also assist in processing attrition filings and could be used in
analyses of innovative ratemaking proposals such as performance
based prlczng, or of utility/uergers.

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

Finally, the Stipulation and Agreement provides SDG&E
with an opportunity/to establish a memorandum account to accumulate
certain hazardous waste expenditures by ziling an applmcatlon. ,As”“u
stated in the Stipulation and Agreement, SDG&E’s application should '
contain the sume/evidentlary show;ng required of Pacific Gas &
Electric COmpayy (PG&E) in D.86-12~095. This procedure was also
adopted for Southern california Gas Company (SoCal Gas) in
D.87-05~027 and Edison in D.87-12-066.

we/recently revisited the procedure for f£iling an .
application/to establish a memorandum account for hazardous waste gp
expenditures in D.88-07-059 for SocCal Gas and D.88-09-020 for PGSE.




