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Decision 89-04-059 
~R·2~1989 ~ n~nnlnf\ 

April Z6, 1989 @illJ®ULIJLA1lb 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE.OF CALIFORNIA 

In the Matter of the Application of ) 
San Diego Gas & Electric company, ) 
for Authority to Introduce a ) 
Mandatory L6-TOU Rate to Replace its ) 
EXisting A6-TOU and AL-TOO' Rates and ) 
to Revise Portions, of its Existing ) 
Standby Tariffs. (0' 902-E) ) 

---------------------------------.) 
In the Matter of the A~plication of 
San Diego Gas & Electr~c Company for 
Authority to· Revise its Energy Cost 
Adjustment Clause (ECAC) Rate, to· 
Revise its Annual Energy Rate (AER), 
and to- Revise its Electric Base 
Rates effective November 1, 1987 in 
accordance with the E~ectrical 
Revenue Ad.justment Mechanism (ERAM)­
(0' 902-E:) 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

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

Application 87-04-018-
(Filed April 10, 1987) 

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

amended August 20, 1987) 

(See Decision 87-12'-069 for appearances.) 

9J> X N X OJ! 

This decision finds that San Diego Gas & Electric 
Company's (SOG&E) actions during the 1986-1987 record period were 
reasonable and adopts a stipulated disallowance of $226,034 
for a November 21, 1985 San Onofre Nuclear Generating Station unit 
1 (SONGS. 1) forced outage., Additionally, SOG&E is required to 
credit future payments from the sale of two· ratepayer supported 
exploration and development programs (EEDA) to- ratepayers and is 
authorized to ,revise its nuclear unit incentive procedure. 
ErocedunlBaekqxound 

Decision (0 .. ) 87-12-069 addressed the restructuring of 
SOG&E's electric rates" Application CA.) 87-04-018·, and SOG&E's 
regularly-scheduled Fall 1987 energy cost adj~Stlnent clause (ECAC) 
proceeding, A.87-07-009. However, the reasonableness review for 

- 1 -



, .. ' 

"' 

, 

, 

A.87-04-01S, A.S7-07-009 ALJ/FSF/cac 

the record period contained in A.87-07-009 was separated from the 
foreeast period by an Administrative Law Judge (ALJ) ruling and is 
the subject of this decision. 

Hearings in the reasonableness phase began December 1, 
1987 at which time all parties agreed to the procedural schedule 
shown in Reference Item Z" attached as Appendix A. This resulted 
in the postponement o'f hearings until July 14,. 198'8:. These 
hearings addressed SOG&E's: (1) power plant performance, (2) gas 
operations and expenses, and' (3) disposition of its remaining 
assets from EEOA. With the exception of pAyments to quAlifying 
facilities (QFs), the reasonableness review of SDG&E's purchased 
power operations and expenses during the 1986-1987 record period 
were deferred until review of the 1987-1988 record period. 
p,iscus8ion 

The Division of Ratepayer Advocates (ORA) And SDG&E are 
in agreement on all remaining reasonableness issues. No other 
party has opposed the joint ORA/SOG&E position. Certain noteworthy 
reasonableness iss,ues are discussed below .. 

Deferred Pgrehl!!sed Energy Oper..,tions ond...Expenses 

As a result of an agreement between DRA and: SOG&E and an 
ALJ ruling in SOG&E's Fall 1988 ECAC proceeding, A.88-07-003, 
review of SOG&E's purchased energy operations and expenses during 
the 1986·-1987 and 198'7-l988 record periods will be addressed in 
that proceeding_ 

brchaSed_Ener9Y Payments to Oll! 

Only three non-standard OF contracts were effective 
during the record period. Two of these contracts are considered 
non-standard' solely because of special interruption prOVisions. 
The terms of the remaining contract, involving Xelco Division of 
Merck Company were pre-approved' in D .. 93364 .. ORA reviewed the 
payments· to' OFs for the record period and found~ them X'easOnable ... 
We find th~ purchased· energy payments to OFs during. the 1986-1987 
X'ecord: period reasonable,. 
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!gelear Ge~i9n and_Expep6e~ 
On November 21, 1985" SONGS had an eight-day forced 

outage. Southern California Edison Company (Edison) was cited and 
fined $180,000 by the Nuclear Regulatory Commission for three 
violations arising from the investigation of the outage. 

On January 20, 1988, ORA, Edison, and SOG&E filed a joint 
motion in Edison'S 1987 ECAC proceeding, A.S7-02-019'. Their motion 
requested that a Stipulation and Agreement among the parties be 
adopted as settlement of the claim for disAllowance of replacement 
fuel and purchased power expenses related to the outage~ The 
Stipulation and Agreement recommended a disallowance of $226,034 
(plus interest at the ECAC balancing aecount rate from June 1, 1986 
to- the effective date) to SOG&E's ECAC balancing account. 
0.88-07-02l adopted the Stipulation and Agreement for Edison ana 
ordered that SOG&E's share of the disallowance be addressed in its 
ECAC proceeding. In this proceeding SOG&E and ORA have recommencied 
that the disallowance in the Stipulation and Agreement be adopteci. 
We will aciopt the agreed disallowance of $226,034 plus interest as 
a reasonable settlement for SOG&E's replacement fuel and purchased 
power expenses related to the outage. 

fOssil-Fuel.. 9Pit AvailMility opd Bea:t..,R4:tq$ 
In xecent decisions heat rate deviations have been 

adopted to assess the efficiency of fossil fuel steam plant 
operations • ~he measure of heat rate deviations compares the 
recorded system average heat rate for the review period with a 
theoretical system average heat rate calculated from test heat rate 
curves at actual plant loadings. Since theoretical heat 4a~e is 
the amount of fuel/kilowatt-hour (kWh) the plant would have burned 
under test cond'itions At actual loadings, it represents the 
theoretical bes,t achievable operation. of the plant during the 
review period~ ~his heat rate deviation is compared to an 
es,tablished deviation guid.eline to :be used as a yardstick for 
evaluatinq fossil fuel, steam plant performance .. 
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ORA and SOG&E agreed to a 1986 heat rate deviation of 87 
Stus/kWh and recalculated the heat rate guideline based on 1979-
19'85 data.. 'l'he 1986· heat rate deviation and the new guideline of 
15·l BtuS/kWh were developed using the following adjustments: 
auxiliary usage, start-up, Circulating water inlet temperature, 
fuel gas· meter estimate, off-line saturated steam usage, unit 
degradation, and generation shift. ORA and SOG&E also agreed that 
the following factors should also be considered in reviewing the 
reasonableness of fossil fuel steam plant operations. 

Record period outage schedules. 

Forced outage Occurrences. 

Maintenance scheduling data. 

Fossil plant reliability based' on 
equivalent availability data for each unit. 

Fossil generation data related to total 
system generation. 

Record period deviation bandWidth values. 

We find the above criteria and the recommended heat rate 
deviation and guideline reasonable. 

lYel Oil Expenses and' Inventory Management 
DRA found SOG&E's fuel oil generation and inventory 

management expenses for the 1986-1987 record period reasonable.. We 
consider SOG&E's actions in this area reasonable for the record 
peri,od. 

Natuhal Gas 0pe~ation8 and Supply 

ORA reviewed SOG&E's gas system operations and activities 
during the record period and found them reasonable. ORA's analYSis 
included the following: 

A review of gas operations. and purchases to. 
ensure conformance with CommiSSion 
reso:1utions, deCiSions, and directives. 
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A review of spot gas purchasing practices 
and decisions, to verify a least-cost 
purchase strategy for spot gas supplies .. 

A review of gas procurement to serve 
customer requirements. 

An. analysis of lost and unaccounted for 
gas. 

A review of SOG&E's reasonableness filing, 
gas utility monthly survey reports, and 
monthly data on spot gas Dids and 
purchases .. 

Based on ORA's analysis and SOG&E's showing we find 
SOG&E's gas operations, procurement, and. costs, for the 1986-1987 
record period reasonable. 

~the:cm§l Hel!l:t Rroc.ureJ!leDli: 
No party disputed the reasonableness of SOG&E's 

geothermal heat procurement expenses. We find these expenses 
reasonable for the record period. 

Pisposition of EEDA~setS 
D.87-07-0l~ directed SOG&S to make a showing in thig ECAC 

proceeding concerning the reasonableness of its disposition of EEDA 
assets not reviewed in the EEOA Order Instituting Investigation 
(I.) 82'-07-01. SOG&E identified two projects. that meet this 
criteria: the Kaiparowits Coal Project which was sold to Andalex 
(formerly Tower Resources) and the Niland Geothermal Project which 
was sold to Magma Power Company. With these sales, all SOG&E 
investments in SEOA projects have been reduced to zero .. 

SD~E sold its. Kaiparowits Coal Project on October 10, 
1985,. As part of the consideration for the sale, SDG&E receives an 
overriding royalty of 0.$%·· on. the mine mouth value of any coal 
prociuced. So(;('E: states that any payments would flow. to ratepayers 
through the !CAe balancing account. Additionally, under a separate 
agreement, SDG&E: has· a right of first refusal through· the year 20'lO . . . 
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... .. 

for up to' 50 million tons of coal if and when coal is mined at 
Kaiparowits. 

The Niland Geothermal Project was sold on October 23, 
1986 for a cash payment of $3· million plus future payments not to 
exceed $30 million depend.i.nq upon how well ~gma operates the 
geothermal reservoir. The sale resulted in a gain of $.13,000 which 
was flowed through to ratepayers. 
the time of sale was $10,8'10,000. 

The estimated present value at 
SOG&E expects to flow through t~ 

ratepayers any future payments via its ECAC balancing aceount~ 
Details of these sales were previously submitted in 

I.82-07-01 and are eontained in Exhibit 71 in this. proceeding. We 
find SOG&E's dispOSition of these EEOA projeets reasonable. 

Audit Iuyes 
ORA and SOG&E have a~eed to a number of audit 

recommendations whieh are detailed in Referenee Item Z, attaehed as 
Appendix A, at pages 4-5. We will adopt these reeommendations .. 

Nuclear Unit-lncenthve~ocedu&e 
SOG&E proposes. two revisions to' its nuclear unit 

incentive procedure. The first revis-ion would serve to implement 
the target capacity factor ('reF) proeedure adopted, for SONGS, 1 in 
0.85-12-024 and 0.87-08'-023.. 'rhe second revision would. add a third 
economie modifier when the SONGS refueling outage schedule is 
changed to meet the system reliability needs of one or more SONGS 
parties. 

On February 26·, 1987, Edison, SOG&:&, the City of Anaheim, 
and the City of Riverside executed the Seeond Axnended S4.n Onofre 
Operating Agreement (Operating Agreement) and the San Onofre 
Refueling Exchange Agreement (Refueling Agreement)~ The Operating 
Agreement details the manner in which SONGS units will be operated 
for the benefit of all SONGS· parties. 'rhe Refueling Agreement 
governs exchanges of energy and capacity among SONGS· parties when a 
scheduled refueling· outage date' is ehanged by the election of one 
or more of the SONGS parties. The effect of the· Refueling 
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Agreement is that the SONGS parties (and their ratepayers) not 
participating in the election to ehange a scheduled refueling 
outage remain indifferent to the ehange. 

SOG&E believes, that the proposed economic mOdifier should 
be adopted for the following reasons: 

1. 'rhe modifier recognizes needed operating 
flexibility by providing for operation of 
the SONGS units for the ):)ene£it of all 
SONGS parties and their ratepayers. 

2. The modifier eliminates or reduces the 
possibility of an unwarranted penalty when 
a change in the refueling outage schedule 
is consistent with the above discussion. 

3.. SDG&Ehas_ the burden of proving that its­
ratepayers were not adversely impacted by a 
change in the SONGS refueling outage 
schedule when the proposed economic 
modifier is- claimed. 

Currently, the two existing economic modifiers only 
address the impacts on SDG&&~s system as a result of changes to the 
operation of a SONGS unit. The existing economic modifiers do not 
address conditions requiring a change in the refueling outage 
schedule to Jlaintain the system reliability of other SONGS parties. 
SDG&E's- proposed economic modifier was- adopted for Edison in its-
1987 ECAC p:roceeding, 0.88-07-021.. SOG&E's proposed economic 
modifier appears reasonable and will :be adopted. 
b1CitJ,ons for H2d;i,ficm:ion o£ ..D·87-12-0~' 

On March 2-1, 198:8 Otility Consumers Action Network (UCAN) 
petitioned to modify 0.87-l2-0&9 to eliminate a $4 .. 80 residential 
customer chaxge and reinstate a minimwn charge~ 'l'h.:i.s issue was 
addressed in D, .. S,8-07-023,.. OCAN's petition is clenied .. 

On Hay l&, 1988· the SanOiego cogeneration Association 
(SDCA) petitioned to modify the language in Ordering Paragraph 4 of 

- 7 -



I 

, 

, 

A.87-0'4-018:, A.87-07-009' ALJ/FSF/~C 

0 .. 87-12-069 to conform with the discussion contained at pages 28-
30. Since this matter was, addressed in 0.88-12-085, the issue'is 
now mootr SOCA's petition is denied. 
finding'? o£ Fl1£t 

1. The reasonableness review for the 1986-1987 record period 
contained in SOG&E's, A.87-07-009 was separated from the forecast 
periOd by an ALJ ruling and" is the subject of this decision. 

2. The reasonableness hearings addressed: (1) power plant 
performance, (2) gas operations and expenses, and (3) disposition 
of EEOA assets. 

3. Except for purchased energy payments to OFs SDG&E's 
purchased energy operations and expenses during the 198&-1987 
record period will be addressed in A .. 88-07-003, SDG&E"s Fall 1988 
ECAC proceeding. 

4.. Three non-standard OF contracts were effective during the 
record period. Two are non-standard because of special 
.interruption provisions, and the third. was pre-approved in 0 .. 93364. 

5,. ORA, Edison, and SOG&E entered a Stipulation and 
Agreement that recommended a disallowance of $226,034 plus interest 
to' SDG&E's ECAC l:>alancing aCCOunt as settlement for SOG&E's 
replacement fuel and purchase power expenses related to the 
November 21, 19'8'5 SONGS 1 forced outage .. 

6·.. ORA and SDG&E agreed to a 19'86 heat rate deviation of S7 
BtuS/kWh and a new heat rate guideline of 151 Btus/kWh. These were­
developed using the following adjustments: auxiliary usage, a,tart­
up, circulating water inlet temperature, fuel gas meter estiJM.te', 
off-line saturated steam usage, unit degradation, and generation 
shift. 

7. ORA and SDG&E agreed that the following factors should De 
considered in reviewing the reasonableness of fOSsil, fuel steam 
plant, oper4tions %' (1) outage-- sched.ules, ( 2') forced outage 
occurrences, (3,) maintenance scheduling,. (4) fossil plant 
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reliability, (5) fossil generation related to total generation, and 
(6) deviation bandwidth values.. , I 

S'. ORA found SDG&E' s aetions during the 1986-1987 reeord 
period reasonable for the following: (1) purehased energy payments 
to OFs, (2) fuel oil generation and inventory management expenses, 
(3) gas system operations, procurement, and costs, and (4) 
geothermal heat proeurement. 

9. 0.87-07-015, direeted SOG&E to make a showing in this ECAC 
proceeding concerning the reasonableness of its disposition of EEDA 
assets not reviewed in I.S-2-07-01. 

10. SDG&E identified two EEOA projects that meet the eriteria 
in 0.87-07-015· for review in this proceeding: Kaiparowits Coal 
Project and II.'Lland Geothermal Project. 

11. SDG&E sold its Kaiparowits Coal Pro·jeet to Andalex on 
October 10, 19'5$.. As part of the consideration for the S4le,. SOG&E 
receives an overriding royalty of 0.5% on the mine mouth value of 
any coal produced and the right of first refusal through the year 
2010 for up' 'to SO million tons of coal.. Any payments would flow to 
ratepayers through the ECAC balancing account~ 

12. t~ Niland Geothermal Project was- sold to Magma Power 
Company on October 23,- 1986· for a cash payment o·f $3 million plus 
future paymemts- not to· exceed $-30 million depending upon geothermal 
production. The estimated present value at the time of sale was 
$10,810,000 mtd' resulted .in a gain of $13,000 which was credited to 
ratepayers tlrough the ECAC balanCing account. 

13.. D~ and SDG&E have agreed to the audit recommendations 
which are de¢ailed in Appendix A. 

14. Ste&E proposes to revise its nuclear unit incentive 
procedure to implement the TCF procedure adopted for SONGS 1 in 
0.8-5·-12-024 md· 0.S7-0S-02'3· .. 

15·. SIS&E proposes to revise its nuclear uni t incentive 
procedure to add a third economic.- modIfier to· refleet changes in 
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the SONGS refueling outage schedule to meet the system reliability 
needs of one or more SONGS parties. 

16. SOG&E's proposed third economie modifier: 
the operation of the SONGS units for the benefit of 

(1) permits 
all SONGS 

parties and their ratepayers, (2) eliminates or reduces the 
possibility of an unwarranted penalty when a change in the 
refueling outage schedule is required for system reliability, and 
(3) was adopted for Edison in 0.S8-07-021. 

17. 0 .. S8-07-02'3 eliminated the $4.80 reSidential customer 
charge and reinstated: a minimum charge. 

18. The iS8-ue raised' in SOCA's petition to modify the 
language in ordering paragraph 4 of 0 .. 87-12-06,9 was addressed in 
0.88-12-085 .. 
ConsJ;usions of Law. 

1. SOG&E's expenses and. actions during the 1986-1987 record 
period were reasonable for the following ,items: (1) purchased 
energy payments to QFs, (2) fuel oil gen~ration and inventory 
management expenses, (3) gas system operations, procurement, and 
costs, and (4) geothermal heat procurement. 

2. The ORA, Edison, and SOG&E Stipulation and Agreement 
which recommends a disallowance of $226,034 plus interest to 
SOG&E's ECAC balancing account for SOG&E's replacement fuel and 
purchase power expenses related to the November 21, 1985 SONGS 1 
forced outage is reesonable and should be adopted. 

3. A 1986 heat rate deviation of 87 Btus/kWh end ,a new heat 
rate guideline of 151 Btus/kWh developed using the following 
adjustments is reasonable for evaluating SOG&E's record period 
fossil fuel steam plant operations: auxiliary usage, start-up, 
circulating water inlet temperature, fuel gas meter estimate, off­
line saturated steam usage,_ unit degradation, and generation shift_ 

4. The following factors should be considered in, reviewing 
the reasonableness of fossil: fuel steam plant Operations: (1) 
outage schedules, (2) forced outage occurrences" - (3-) maintenance_ 
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scheduling, (4) fossil plant reliability, (5) fossil generation 
related to total generation, and (6) deviation bandwidth values. 

S. 'rhe ",udi t recom.mendations shown in Append.'ix. A should be 
adopted .. 

6.. SOG&E's terms and conditions for the disposition of the 
Kaiparow1 ts Coal Pro,j'ect and the Niland Geothermal Pl=oject appear 
reasonable. Any payments SOG&E reeeives from the sale of these 
projects should be credited to its ratepayers through SOG&E's ECAC 
balanc1ng account .. 

7.. SDG&E's proposed revision to its nuclear unit incentive 
procedure to implement the 'rCF procedure adopted for SONGS 1 in 
0 .. 85-12-024' and 0.87-08-023 and add a third economic modifier is 
reasonable ",nd should be ",dopted· .. 

S. SDG&E· will have the burden of proving that its ratepayers 
were not adversely impacted by a change in the SONGS refueling 
outage sehedule when the' proposed economic modifier is. claimed. 

9. The petitions by UCAN and SDCA to modify D .. 87-:1:2-069' 
should be denied .. 

o R...o E R 

IT IS' ORDERED that: 
1. 'rhe Stipul"'tion and Agreement among San Diego Gas & 

Electric Company (SDG&E), Southern California Edison Company, and 
Oivision of Ratepayer Advocates settling the disallowance of 
replacement fuel and purchased power expenses related to the 
November 21, 1985- San Onofre Nuclear Generating Station Unit 1 
(SONGS 1) fOEced outage is ",dopted for SOG&E .. 

2... SDG&E shall credit its energy cost adjustment clause 
(ECAC) balanc~ng account in the amount of $226,034 plus. interest at 
the ECAC,balancing account rate from June 1, 1986- until the ciate of 
the credit .. 
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3. The audit recommendations shown in Appendix A are 
adopted. 

4. SOG&E shall credit its ECAC balancing account with any 
payments it receives from the sale of the Kaiparowits Coal Project 
and the Niland Geothermal Project~ 

50' SDG&E"s proposed revisions to its nuclear unit incentive 
procedure to implement the target capacity factor procedure adopteQ 
for SONGS· 1 in DeciSion (D.) 85-12-024 and 0.87-08-02'3 and add a 
third economic modifier are adopted. 

6. The petitions by Utility Consumers Action Network and S4n 
Diego Cogeneration Association to modify 0.87-12-06-9' A%e den.1.ec:f.: 

This· ,ordeX' becomes effective 30 days from today~ , 
Dated APR 26 1989 , at San Francisco, California. 
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San Diego Gas & Electric 

P.O, BOX 1831 
SAN DIEGO. ~I.IJfO"N'A QZ1'2 

.uc ...... £1. III. WrIIllS'!'IIN 
AUQC .... ,c CO\.o .. tl~ 

November 30, 1987 

Administrative Law' Judge Randy Wu 
California ·Publ.i.c· Utilities 

Commission 
SOS Van Ness Avenue 
San Francisco-, CA 9~102 

Re: SDG&E 19'87 ECAC. 
A. 8:7-07-009' and Related Actions 

Dear Judge Wu: 

San Diego. Gas , Elec-tric Company ("SDG&E"') requests that the 
Commissi.on issue the nec-essary orders and/or dec-isions to. dispose 
of various procedural and, substantive issues pending in the 
reasonableness phase o·f this ECAC' proceeding in the manner set 
forth below. XJli·s request reflects cUscussions between SOG&E and 
the Division of Ratepayer Advocates ("'ORA"). SDG&E understands 
that-at the December 1 bearing the DRAwill concur with this request. 

Back~rou%')d 

On July 2, 1987, SDG&E filed Application 87-07-009 in 
accordance with its Energy Cost Adjus'bnent Clause ("ECAC") 
procedure. The reasonableness review phase of this application is 
currently scheduled for hearings beginning December 1, 1987. 

In support of the reasonableness of its electric operations 
and expenses, SOG&E concurrently filed testimony with its 
app·lication entitled ~e?ort on the Reasonableness of EneriX 

erations & enses: for the Record Period May 1 1986 _ A ril 
0, 1 . E l.lt SDG&,E- a ong Wl.t supportl.ngOu4 l. l.Catlons 

01 Witnesses (ExhiBit (SDG&E-4). Although the application dl.d 
not specifically request the CommiSSion to- fine! that SOG&E"s 'Jas 
operations and expenses were reasonable, Exhibit (SDG&E-2-) 
addressed all'of SOG&E's natural gas procurement activities during 
the Record' Period (.i. .. e., not solely procurement of gas for power plants). 

On October 26" 19'8'7, SDG'E filed a motion seeking permission 
to file· a Second Amendment to'Application along' with supporting 
testimony which requests'authority to change the Prelimin~ry 
Statement to its tariffs as deseri~ed therein; specifically, (1) 
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to' incorporate the Target Capacity Faetor (TeF) proeeClure for 
SONGS Unit 1, established and implemented by Deeisions 8$-12-104 
and 8:7-08-023, in its Nuclear Unit Incentive Procec!ure, (2) to add 
a third economic: mo4if£er to its Nuclear Unit Incentive Procedure, 
and (3) to comply with Decisions 8'7-01-05,1 anc! 8.7-07-015-. In 
addition, SPG&E mailed to- all parties the Additional Prepared 
Direct Testimon of Jame$ M. Nu ent which upaates his previously 

ed test~mony and a dresses the reasonableness of SDG&Ets 
disposition of its EEDA assets during the RecorO Period in 
accordance with Decision 87-07-01S. 

On November 3,p 1987, the DRA. filed a motion to defer the 
receipt of certain evidence7 specifically, to, defer review of all 
of SDG&E's purchase power transactions and operations. until after 
the decision in the Southwest Powerlink ("SWPx"") Rehearing portion 
of Application 84-12-015,. 

On November S, 19'87, the PRA mailed to' all parties its 
testimony 1n the reasonableness phase of this proceeding which 
eonsisted of two· reports entitled Evaluation Re~ort on San Diego 
Gas & Electric Compan~'s Annual Energy Rate Rev~sionJ Ener9~ Cost 
Adjustment Clause Rllte Revision, ana Reasonableness of rations 
(Part II Reasona eness an Energy Cost A Justment ause Au ~t 
Report on San Diego- Gas , Electric Companx, respectively. In 
Chapter 14 of the former report, the ORA. stated that ··(t)he PSt> 
analysis of purchased pover in the Record Period is postponed 
until the SOuthwest Power Link Rehearing ease, A. S4-12-01S has 
Deen decidec!.- And i= Chapter 17 the ORA stated it intended to 
reviiw the reasonableness of all of St>G&E's natural gas 
operations, gas procurement and gas costs for a Reeord· Period 
beginning ky 19'86, in conjunction with SDG&E"s next CAM filin9' .. 
The latter report c5etailed the ORA'. au4it findings and, 
recommenda::tions. 

on NOiember 12, 19'8'7, SDG&E filed :its response opposing in 
most respects DRk's ~otion to defer the receipt of certain 
evidence. 

SDG&Eand the DRAdesire to resolve many of the procedural 
and sub·stal:t.1ve issues. currently pending so that t.he 
reasonableass phase o·f this proceeding' can be handled in an 
efficient and timely manner yet allow for complete review ef all 
reasonableDes5 issues fer the RecO'rd Period. 

Regpest for Appropriate Orders 

SDGO requests that: 

1. ~he Commission grant SOG'E's motion t~ file a Secone 
Amendment to Application along with the supporting testimony. 
SDG&E f1D2!iher requests that the- Seeond Amendment to- Application 
which aC'mllPanied· the Jftotion. be deemed· filed. SOG,E understan<Ss 
the DRA Will, :Dot oppose the' rel:i.ef requested in the amendment. 
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SI>G&E shall present its witnesses (Messrs. Erickson and Whelan) at 
the hearings beginning Oece~er 1. 

2. ~he reasonableness of SOG&E~s payments to Qualifyinq 
Facilities (see Exhibit (SDG&E-2), Ch.II.H.) be addressed in the 
December 1 hearings. However, SDG&E requests deferral of the 
reasonableness review of Sl'C&E's remaining purchased power 
operations and expenses as follows: First, the reasonableness of 
the signing and Record Period administration of SOG&E's Long Term 
Transmission Service Agreement and Long Term Power Sale Agreement 
with Portland General Electric Company (see Exhibit (SDG&E-2), 
Ch .. II .G .. , p.. 1X-6·4-65·) shall be deferred until the next ECAC 
procee4i~q. Second, the DRA shall file its testimony concerning 
the reasonableness of SDG&E's remaining' purcbase power operations 
and expenses (see Exhibit (SDG&E-2), Ch. II .. A. - II.,C .. (except 
PCE) within 45 days after the initial issuance of the 
Cormnission's decision in the SWPL Rehearing (A. 84-12-015),. and 
the Commission shall schedule hearings as soon thereafter as 
practical .. 

3. The Commission grant SDG&E's motion (to· be filed within 
two weeks) to file A Third Amendment to Application which requests 
the Commission to find SDG&E's gas operations and expenses durin9 
the May 1, 1986 to April 30, 1987 Reco%'d Period, reasonable. 
SOG&E further requests that reasonableness review of SDG&E~s 
entire gas operations and expenses during the Record Period be 
undertaken as follows: The ORA shall complete its review of 
SDG&E's entire gas operations and expenses. No specific time 
schedule shall be adopted at this time, although the DRk shall use 
its best e£forts to· complete such review AS soon as possible. 
(The ORkc~rrentIy plans to complete this review And file !t$ 
report in January, 19·88 .. ) The Commission shall schedule hearinqs 
as soon thereafter as is practical. In ad4ition, tbe portion of 
the Additional Prepared Direct Testimony of James M. Nugent 
concerning the reasonableness of SDG-&E'S disposition of its EEDA 
assets during the Record Period shall also be addressed at these 
hearings. 

4. The ORA-has recommended a disallowance for SDG&E~s share 
of replacement fuel expenses associated with SONGS 1 outage of 
November 20, 1985·, which the PSI> alleges resulted from imprudence 
on the part of Southern California EOison (-SCE"·), the operator of 
SONGS. This DRA recOJmnendation is consistent with its proposed 
disallowance in SCE's 1987 ECAC proceeding CA .. 8"7-02-019) and is 
being litigated therein. SDG&E requests the decision in thi$ 
proeeeding order that SDG&E will be assesse4 its proportionate 
share o~ any disallowance the Commission determines is appropriate 
in Application 8:·7-02-0·19·, if any. 

5.. With respect to· the.fin4ings and recommend a t!ons. of the 
ORA detailed·. in. its audit report:r SDG&E requests.' the decision in 
this proceeding, order that: 



" 

, 

. 
" , A.87-04-018, A.S7-074'09 

Page 4 
WU 

..t APPENDIX A 
'. 

a. In accoraance with the DRA'. reeommen~ation, SDC&E 
shall prospectively apply the ECAC/AER ratio- to- all revenues 
associated with economy energy sales, except for incremental O&M, 
beginning the effective 4ate of the decision in this proceeding. 

b. In accordance with the ORA's recommendation, Sl)G&E 
shall credit the ECAC balancing account with interest on power 
purchases from Kelco during the Record Period ($73,919' as of April 
30, 19-8'7), and shall book future payments to- Kelco (under the same 
contract) to the ECAC balancing account on a recorded basis. 

c.- With one modification, SDG&E shall change its method 
for booking'revenues to the ERAK balancing account from the 
current ·multi-~lloeation method- to- one based on recorded 
revenues beqinnin9 on the effective date of this decision in 
accordance with the DRA's recommendation: SDG&E shall prorate its 
ERAM margin in the month. of a margin change as is presently done 
in the approved CAfotbalancing account procedures so- that SOG&E and 
its ratepayers are made whole for the cycle billinq effeet 
reflected in the current method. The DRA concurs in this 
modification. 

d. The ECAC balancing aceount shall not be credited 
$438,000 (plus related interest) as of April 30, 1987, for 
"Chevron/Onocal overbilling'S'" based on the DRA's withdrawal of its 
recommendation. It is understood that the underlying dispute 
concerning these billings was resolved after the close of this 
Reco~d Period. ~he ORA shall not be precluded from reviewing the 
reasonableDess of the settlement of this specific dispute in the 
next ECAC' proceeding. 

e. SDG&E shall credit the ECAC balancing account for 
interest on "unrecorded AEX/'E"FI revenues" ($12,300 as of April 30, 
1987). It is understood that the correcting' adjus.~ent for the 
underlying principal amount was previously made in May, 19~7. 

f. As noted in the DRA's audit report, SDG&E shall make 
an appropriate adjustment to the EAAMbalancing account ($67,413-
plus related interest) to correct for a mathematical error. It is 
understood that this adjustment was previously made in July, 1987. 

9. SDG&E shall cred.it the ERAM balancing account 
$3&6,9'77.53 plus related interest back to the dates payments l:Iy 
EFI under a disputed 19'84- True Up Invoice were received by SDG&E., 
There shall be no similar adjustment for a payment of $-l4l,790.60 
by EFI to- S1JG'E under. a disputed 19-8:5· True Up Invoice .ince the 
invoice was properly mailed- by SOG'E and the disputed-' payments 
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were reeeiveCl, by SDG&E after January 1, 198:6, the date when 
miscellaneous revenues became excludable from ERAH pursuant to 
Deeision 8'5-l2-104:. 

/rrJ:J 

CC:' All Parties of RecorCl' 
w. L. Reed (SZX;'El 
Al Pak (SDC'E) 

Very.truly you;~J 

/],1 ~~ U/£M.ar~~ 
Miehael R. Weinstein 

(END OF APPENDIX A) 
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BEFORE THE PUBLIC UTILITIES COMMISSION OF '!'HE- STATE CAI.IFORNIA 

In the Matter of the Application of 
San Diego Gas & Electric Company, 
for Authority to Introduce a 
Mandatory LS-TOU Rate to' Replace its 
Existing AS-TOU ana AL-TOU Rates and 
to Revise Portions of its Existing 
Standby Tariffs. (U 902-E) 

In the Matter of the Application of 
San Diego Gas & Electric Company for 
Authority to Revise its· Energy Cost 
Adjustment Clause (ECAC) Rate, to 
Revise its Annual Energy Rate (AER) , 
and to· Revise its Electric Base 
Rates effective November 1, 1987 in 
accordance with the Electrical 
Revenue ,Adjustment Mechanism (ERAM). 
(U 9'02-E) 

Summaxx 

ion 8·7-04-018 
April 10, 1987) 

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

amended August 20, 1987) 

This decision finds that S4n Diego Gas & Electric 
Company's (SDG&E) actions du ing the 1986-1987 record period were 
reasonable and adopts a sti ulated disallowance of $226,034 
for a November 21, 1985 Sa Onofre Nuclear Generating St4tion Unit 
1 (SONGS· 1) forced outage Additionally,. SDG&E is required to­
credit future payments f om the sale of two ratepAyer supported 
exploration and develop ent programs (EEDA) to rAtepayers and is 
authorized to revisei s nuclear unit incentive procedure • 

DeCision 
SDG&E" selectric r 
regularly-schedul 
proceeding ,A.87 

• ) 87-12-069 addressed the restructuring of 
es." Applieation (A.) 87,,:,04-0l~, and SDG&E's 

- Fall .198,7 energy eos,t adjustment clause (ECAC) 
7:009.-, However, the reasonableness review for 
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