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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 Increase its Electric ) ‘ «
Rates and Charges, to Establish an ) Application 60865

Annual Energy Rate and to Make ) (Filed September 4, 198l1;
Certain Other Rate Changes in- ) amended November &6, 1981)
Accordance with the Energy Cost ) '

Adjustment Clause as Modified by )

Decision 92496. %

(Appearances attached as Appendix A)
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PROCEDURAL HISTORY;

San Diego Gas & Electric Company (SDGE) filed
this. application on September 4, 1981, seekiﬁg a rate decision by
the November 1 revision date established for ‘SDG&E.- This applicationm
is SDG&E's first Energy Cost Adjustment Clau§e (ECAC) reasonableness
review £iling under the procedures establishéé by Decision (D.) 92496
issued in Order Instituting Investigation (OIX) 56. When it became
apparent that hearings would not be held by’éﬁe revision: date,
SDG&E filed an amended application on November 6, 1981, ten days in
advance of the November 16, 198l hearing date. A5~authority’to:file
such an amendment, SDG&E cites D.93628 issued in Pacific Gas & Electric
Company's (PG&E's) ECAC reasonableness application which encouraged

PGSE and the other utilities to amend their applications if hearings
would not be held by the revision date.

In the amended application, SDG&E asked the Commission to
adopt a January 1, 1982 implementation date for the Annual Energy
Rate (AER) and to determine that rate on 2 ten-month (January 1, 1982
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through October 3L, :1982): ratherthan “an annual I(November L, I@Qfavox
through:October31, 1982) basisiT At fHe November 16" Hearing, “the O~
Commission:staff (staff):-diseldsed  that:- f’E“review’of’the‘recégﬁﬁfﬂu‘
filed amendment:would not be. icompleted: Until Ehe Tatter half e~ "O%=
December: 198L.. : Further hearings were’ held: on December 'f?%ﬁaz'ﬁ FOI98.

7 In January: 1982 SDGE: petitioned o have Further® Rearings ==
set in:th;sdapplicationxforntheipurposevc&?est&blishing"an"attuinable

,..--v o

Amplementation ‘date forwthe' AR’ and:allowing?'SDGKETte £orge” its 577
March 1, 1982 ECAC revision date filing. SDG&E proposed- ¥o consider ™
the effect of the March filing in the'Eurthérﬁhéii&%g§95§ffEQuestinq-
the Cormission. to»xmplemenx:an»AER"without~any-increase'in total
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electric rates. . Tﬁ}s petition was qran:edoby~theoadministrative
law judge (ALJ). on_January 2&,“19821 On-Febriary"22;°1982%°
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a further hearxng yas_held Ln‘wﬁ;chaboth~SDG&E«andustaff :presented.

W il

AER proposals based:on-the pericd April- I””l982‘through*0ctober 31,

"
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1982. 1In addition, both SDG&E and staff pi&@éEEd that ECAC rates
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be decreased'so the ﬁzﬁ could be 1mplemented with no change in_total.

HESSVEb AN 1 ).....
electric rates.
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The applicatzon was submxtted on February 22ﬂ 1982 pending
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receipt of concurrent br;efs,on March‘8,~l982- wBrleﬁs-were “£iled
by SDG&E, staff, and-the:City: of*San”Dzego\(San Di€gEFi° we are now

-~

prepared to issue-acdecision. l:ic Ilou? o arzos pnivzIisl WL
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D 92496 deelared khe. Commxssion:s.inten:aon toxreview on

T

an annual basis the. reasonableness of each utility's fuel-related
expenses booked,in the ECAC.balancing,accounta The record period

i . e A

for the annual ECAC balancing account reasonableness rev&ew.rsgu*~»
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November 198l revision date, the record:-periodzfor reviewwould p~o=is
nor'nally cover the 12 months, ending June 30, LS. _'I-Iowever)cthi.so"”‘

reasonap%gppss.revieqwgq;ptxnizes-SDG&E'Bvoperations and.expenses ~TCT
from Januarv_l,leBO—th:ough»&unecBQ;wL98bc;;Th:smunnsualm Zmonth ~i2
period was, addressed to- reflect: theufact~that~the;Commissian-ha&”@“>’

- Pr€%§P3l;;; authorized. SDGLE to-delay. £iling of “its~report :on the
reaébnabieness of,its~fuel-re1atedwexpenseswforwapp:ox&matexyﬁsﬂf <o
onths S0-. that.itﬂwouldmcoincide-wi;h the:NbvemberVECAC:reasonableness

review f;lzng-,u_ﬂﬁ-wﬁ TiDCE Lmaslid
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- Ve cons:.der,.that an;appropriate; balancesof wiskoiczimmed 5i7
"7 "and incentive is created by permitting the. S50
a7 inclusiontof” 98%° of~ otherwise recoverable” fuel“”““ i
expensescin.-ECAC, with theiremainings2%sofrsuchis) op3vy wsl

- -, s
expenses to be estima;g§ on a forward looking. . D
sviooibasis-once~each*year-in“the-~ course- of" eachk“‘””*' T
. -utility's.annual ‘review-of the-reasonablenessc n.:1000%¢ A3A
°§,fge§,?¥P€ES§§::: Tiodn bas Z50C02 dzed (molizibbs sl L8324
The dec;s;on establxshed the AERnwhzch 1ncorporated the followinqg. o
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elements: Cpedsy sivsnsln
1. 2x of fuel and purchased enerqy costg.,ﬁcd s
S Owha T .ﬂ :"“, ety O oI oosell 25w Lo e T Dha
T 2. Gains “or losses from sale of fuel oil

N LT

2niot omrunderIfft payments and~facflities- - -TFTIOR :O':

.=~ .~ .- Charges, and:/or.similar:expensessiapds ,Tzorn (Fil3Z vd
3. Carrying costs of fuel oil imocimventoryov:ni oI 2035800
By today's decision we will establ;sh an,AER for SDG&E to allow
recovery of costs associated w;ﬁh the above-referenced elements.
e o wooneb 2RRLE.C
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SDG&E seeks establishment of an AER of 0.453 cents per
kilowatt hour (¢/kWwh) which will cover seven months commencing
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April 1,7°1982" and’which wnll generate estimated revenues” of
$24.96 million. Furthermore, SDG&E . proposes, and staff’concurs,

- S
R \:- S T ey, By M

that base rates-and ECAC rates should be decreased\so that the AER
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can be 1mplemented with no change.in, total elecgric rates.. Accord-
ingly, SDG&E requestsAthe\followingurateorevisions“o fﬁ
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Px.opos'ed ‘Base RatekPrOposed’ ‘Proposed Proposed
AER‘Rnte“Reduction;Base RatelDe'creas €’ ECAC- Rate Total Rate
oS (b)“‘"”“-* Celmated(d)l Vih (e (a)+(c)+(e)
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The-staff'pr0poseéfa AER of 0% Sés é/kWh which will also cover
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the seven-month:period,commencing April-I; 1982wand wbich will generate
estimated revenues ofi$32.96 milldonz.sStaffls recommendedirate re-
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ﬁAS“with'SDG&E“S’proposakWhadoption~o£3the”staff recommendation
would result in no change to SDG&E's total electric rate.
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Undisputed Ratemaking Issues

The staff .and SDGEE, concurred_on. the following. issues and,
recommendations-

C R
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" Revenues: Adjustment Mechanism (ERAM).

-t ! R ~J.. AP amlaad) et Nl -

oy Ly e e TIDCE nmommar et [
ORI PO NA [Shel e ing ‘ﬁ S VY P DEONTION SN - .C...;......!":

l.ﬁ .The net—to-qross multlplier developed by the
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“staff-is’ appropriate

-

“'Use of-all-emerqy costs™in™ calelilating’ the  ~I7: % muv
2% of:-energy. costszused.in.thesAER-rates = Z:0I7 ,vinx
instead of just fossil fuels and nuclear

expense is approprilate.

Revision dates for SDG&E ECAC proceedings
as set forth in D.92496 will not be changed
as a result of the April 1 revision date

_used for sSetting the AER* inwthis case.

- The, differentaal'lnfrat
i an&'nonrlferrneﬁresIdential—rates*ms"to be

maintained through ECAC rates only: base and
AER rates will be unaffected.

'+ The revenues collected under' the AER will }‘ﬁ:i1¢5’

not be subject to the newly instituted Electric

i

., . SDGEE need not file an advice letter on

. .November\ 1,.1982 revision date and provide

new AER rates are set on or about the

e

‘for inclusion of the rate® of " Feturn-authorized
" for SDG&EZin thel 1983 attritionsallowanceizor-roy

o "
Vol e

. 2The-base rateoreductionroelculated,by°SDG& DY DonLmIzeo

- m—‘q—‘ FRE S,

is appropriate. rowollol oo owo onooznliv

A recalculation ¢f energy expenses made by
SDG&E as a result of January Low Sulfur Fuel
01l (LSFO) costs being-62 cents lower than
forecasted is appropriate.

PRt e ‘\___,,f"f"‘"c.'

.Inclusion in the- ECACrbalancing”account under

the existing ECAC procedures of two losses on
thelsale of LSFO in. January and“rebruary11982u 2z
is appropr;ate.

total Tates and the sum of +the'adopted AERDIZuomabx

" rate.and the qbe-s;,_ra*a%..ﬁ:@i%% reduction, for Luel

—~ - ~ - - " .
opzais on b *lzzos Sluow

- ﬁ‘-u.‘.




011 in inventory is appropriate. This
results in no net change in total
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.«;l-l‘.i_, Calculatiom of, the AER .on:the- basisofcaco mozovn Iovid
s D “'seven-month period is appropriate. I &

We will adopt all of the above-referenced _stipulated_:ecommendations,
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except S. Revenues co'.l.lecued under\§the A;R«shou..d— wd- ‘Persubject to the

et g i e

ERAM._ Such actionr will. notxaﬁ:ectn—the Ancentive.provided to SDG&Z

e e - -

by 1 the Ar.R to .conform, actually Ancurred:. expenses::torthesamounts 1277 =%

P

avthorized for recovery. by-today.'s-decision.r Inclusion of-AER U
revenues in. the ER.ANL mll merely-ensure thatl-SDG&E ‘does not over-

- e

or undercollect authorized .AER expenses-duerto:fluctuations=aboveisi=>7
or below the -adopted salesaesz:im&te'. TR oo oo ¥ond op lozouol)
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-A. .SDG&E's-operations:and:cxpenses for thex: ‘Period
Jangarv 1980 through ;gne 30I 1281 were-reasonable. -

S
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SDG&E testn.f;ed 'cbatﬁ its strateqy,,for..resource atili=xie

u -.«‘Z'w.....v -

-atzon is a;med at ach;ev;ng the lowest cost. fuel mlx.possib&eurv1n~J*

. --,-\‘-

T - - -t

pufsu:.ng th:.s strategy, SDG&E :.s seek:.nq,\:.n_a,osepanatewproceedingﬁ.:

to include San Onofre Nuclear Genera.tmggs'cat:.onmm.t -2s5inoitsiresource

.k‘».‘-'

mix. \Iuclear energy represents the . lowest Cost .energy~available to

- -y s A - Ea ke e
vy ey - . e N

SDG&E SDG&E purchases, economy, enexgy. 7oA g the cost ~of sthatcenergyzisis
- - — pr— f\

less tl_aa.n the :.nc_::-e-nental generatn.ng costa con its system.s-Inwaddition,

Mt aak

SDG&B 'con_stantly tnes to .contract,, £ox: more. C£n:m purchased-energy -and=:

ot :, Ll

to ::;:crease the arount _of £energy. Jpurchased under,-existing: -contracts. o

[

e e SDG&E 'S, statei pol.xcy; is £o, make: maximum: ;poss;bd.e Sxse 5o

e
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res:.du;l uel on.l - Although o:L,'L. supply« cons;dera;t;.onss ‘c:aused' SDG&E;ww

e e et g D

to re;ect ce::tam _proffered gas: supplies during: nonparitysperiods, oW

N e b

it d:Ld not re:ject any,vnatural gas.while parity,was-dn effectioz V. Raledits

- e e

I m eyt

e .- SDG&E mainta:.ns that.the.. excellent.powers plant?cheat:‘ rate

ach:.e\;eq "bv its own genera.t:.ng units.is; anothernn.nda.caxor" ot Thedts oor

ecf:.c:.e cv of :.ts operatlons. SDG&:. notes that the staff engineers =C¢2
agree that SDG&E's recorded energy costs have been reasonable. In

fact. SDG&E's fuel oil prices have beern shown to compare very faverably
with the fuel oil prices of the other California utilities. SDG&E
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concludes that the record is clear that its policies’ and actions,

given systen constraints, producec! vt:'he 1owest i:ossi‘ole cost enerqy
. pRefutndelode . Fpter oI
mix.
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mAl b«-wSDG&'E s actions wEEN respect to its fuel oil. ~aanxn
Toonow scontracts have been reasonables: -t & S0

I ~ - f?
o~ -

v h T
2l o SDGSEdelieves ‘that review of ‘:I:ts*fuel“‘supply contracts
thin -_the;:totalthistoric Tiperspective will-Shows t‘hat‘ the” record:“ =

-

period actions have:been fully: reasonabladands approﬁi—‘i—éteoq Lozivenvis
-novz con SDGEE sifuell odl contiractsiwith- Hawaitan Independen £
Refinery: Incorporated (HIRI): and® Tesoro AlaskavPetroleum'Company"' ¥ =e
(Tesoro) go back as far as 1974. These-contracts were“entered“into- E
2t 2 time when the major:concern:ofralliCalifornialitiliticswas oo,

»

obtain a reliable supply of fuel oil. TaRee ..
soz~During the period: 1977~'throuqh*1980‘ SDQ&"E"-S mitnimom

ol e Ay

fuel contract .volumes--were-corrsistentl'}r“less than th" "forecaat oil
burn. . The staff e enqn.neer, - who'™ rev:fewed only from 1980 forward reached

,,,;w.»‘f.-

_), *,_,, \,.... ...\.J.--J.J--

the” same- conclusion -TE-isc clear, therefore, that on a forward-looking

!r a‘"’n“"‘

Y
basis; 'SDG&E" s minimun’ contract: vqumes were not excessive. Only
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- hindsight: reveals ‘that “excesses” did’ ‘develo 2 e
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3T iz l.ovThe exdess £3eY fol T “situatTon v o oc_cu“rre@ during . .

TSN DDNOADTUC Sl dld . AN
the.record :period -in “this proceed:.ng “had- several causes.” Warmer than .
o n ey D "" V‘"" ol Ll

.average weather has been a ~pri~nc::pa1: ‘cause’ of the excess- The period

- F - ..
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from:1977 through 198 has been” wa‘rmer’ *han average, ‘and” the winter

g.
J(_u':) D’.:-’- Z

©£ .1980-8L ~was: the -second warmést Wititer: ¥n" historvie TE 3 "average weather

e

had existed, causing high<priority customers oo u’.é,é fnore of the gas

2

that eventually was consumed:in the~~power plants, the” excess v’éf—fr' o

ok T e b
well may not -have:occurred.: A" second” reason” for increased qas supplies

ymvay """-“:/' W f"""'
was the:Natural Gas:Policy: Act of-1978° (r\TC?,'E’A)j ZopRat improvements Fo-t

,“.. o
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supply resulting from the' NGPAS createda £EEm” supply of gas by 1980
which: substantiallycexceeded” past” forecasts‘."“Finally‘, conservation
e 'C :j"c"ﬂ\‘"":t

and the.effect: of..:i.ncreas:i.ng~ prices” ‘opérated” s reduce > the réquiremen€
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SDG&E s responses to the’ 2bove factors were made, under.

. . e e RS w e Ve TmASOTDU O Ve CiYawm Ja [ ST AT *A-u\x St
its policy to use all';lternatives availabl to~reduce oil supply'a_*
LIEMIIAnES 25 SSLLE0T LI N
as long as an economic benefit to the electric rat_pazer would result.

ams pamizico S5 2nCIToudow vICCUS BT Isfil F S LA
The first of’ﬁhese responses was to nego%iate con?rect reducti%:
: I G LYl LC ATOHVSCSILST DIUTOD s
and underlifts with both euppliers. SDG&E's contract with HIRI as
ol oo cintde mumiNeT s8I IO920ICHT EN0lIouoat oionl

of Januafy l“'I980 called for a minimum volume of 14, 000 bargels_ en
. pex day (bbl /day). sDGdE reduced this minimum daily take to

LRI FOELTIO0S QI QLI il

110,000 BEL./day by arranging an, underlift of 4,000 bbl./day, for the, .

- Bl Y - o -l e - R .-.....

‘ neriod September 1981 through'becember 1981 An.additional underlift

AR e
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of' 6, 000" bbl./day, reducing minimum contract takes to 8,000 bbl./da -
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" runs from January l 1982 through Aprii 30 1982. ~AS of Maygl 1982

JLIOTMO Zua oo '.J\..c \.).-.- [URRAAS AN R4

the minimum contract requirement from HIRI will remain at 8,000 bbl /day

e Pt R T E i, Wt —':-\:'Q. oo DL ..,,,..,;..,..L

with no further underlift required. The sum of tgesg ~contract reduc—
- \'\ﬂr —,-w-‘- v r- m- »r" .;..u ‘.‘J_‘“‘,_ﬁ,(- [ iz . .,,,_a..../‘.-d--l
tions,” from 14 OOO bbl-/day' min:.mum ‘E°,\§. 000, bb;l: <day minimum, .is. . .

a permanent contract reduction of 43% This amount will be further_m
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:reduced in 1986 when’ the HIRI ‘eontract minimum drops_to 6 000 bbl /day.
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SDG&E™ submits that this is subStantial evidence of aqgressive actions
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' SDG&E" sfminimnm contract supply from Tesoro stood at
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16,000 bbl./dax as of January;y, 1980. A contract reduction to
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15,000 bbl./day occurred on.January 1 .1981. In addition, several ——
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underlifts were made- Beqinninq January 1, l981,.an.underlift of
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3,000 bbl./day was.negotiated throuqh May of 1981 and later extended

S Podindelaiw, -.u--...aﬂ-*_\ e Ay v

at ‘the same "level"throuqh September 1981.
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P:_Freduction of 2 OOO bbl. /day
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was “obtained for ‘the period October throuqh December 1981.‘_The total
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underiifts achieved by SDG&E with both.suppliers, some of which were
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made at no charce and others 2s a part of contract renegotiations, -
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involved a ‘total volume ‘ot approximately-one and one-half‘million barrels
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at a cost of only about $1.50 per barrel. When compared to the

v . - iy ey .
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$6.00 per barrel underlift adopted for Southern California Edison
AC= o DT IO

Company “(Edison) in D.93640 of 0ctober 20, 1981 covering substantially

Eomare ...,--.-um

the same period,fnxﬁEPaees its resulcs as’ ‘excellent. SDG&E‘hasﬂ

DONGS DIMANOAG oI 2l DADL Lo

'ealeulated’that the supply reduetions it ‘obtained had a net benefit

S nm Pl e he N S R

N -

T e e b,

Tl ial

to its electrie ratepayera of’$60 81miilion in lower fuel costs. .
These reductions represent the maximum posstble that‘ita supp%fersvv
could'achievel"f' ' )

o~

“
e 0—‘_1‘\#'"\ ./-..-.--\.‘.:‘:J "’Q -:3:»

In addition to contract reduct}ons~and underliftsﬂJSDG&E

has pursued‘fuel oil’ saies to the fuligst extent,possigge.' During'the
= - - O ..k‘-- -y -wf) I"'f\c'

record*period"SDG&E sold l 215 000 barrels of ell; and every'trans-

"-’-‘F‘ﬂ\*\ feastandn vl es: ~r »-\m,-- @) [
¢ v N

action was made at a net benefit o the electrie ratepayer.‘ The total

y hos . B
r--p- o -f»- mw:&— .__“ Fod

net benefit from SDG&E s fuel oil sales'amounts to9$11 700 000. R
. - ‘ - C L TIONL DOOSTYTILDOT TOLTIN0 aomoans
T FinaIly; in an effort to make maximug use of theo oo
—— R —r o I SULLTaDLDMNY mOnTedn fr e pagiiy
addi*ionaI volumes of natural gas which became augilable, SDG&E has R
‘ 2 DommIal YooN. L8 10U P TIoLLell

held” oil ln'lés inventory above the amount “allowed in rate base.

eyt e e o R e
Lo A"-...-v’ pail TLILEO e CNI SN -

e P

BRI N

This” practice has no costs for the’ ratepayer although the stockholder .

B T S e ol Ratalin fon tal ot 5 Yo S A SV S 1S 1 S LTI

Tust” ‘bear the carrying costs of the additional stored oil._ While

e ""f‘"': ey et datudal ol BrLmGLG -A)}UC

the “record ¢ contains references to other options wbicg SDGgg\explored
CUMLT LERELD ToRIIN L P LS

to reduce fuel oil volume, these have been the~options .which produced

- e T T e

the” greatest results “In SDG&L'S opfnion.'"”‘ .

ot - 2 Comoana v v uhiel

Looking to Che’ future, SDG&E aasertn that iéa‘renego-

Maibe!

tiation’ of the 'HIRI contract"has produeed'an outstanding n¢W'

[ B N

eontraet. As prcviou:ly mentioned SDCSE “was uueteasfuf in*“*“”“‘”‘

e -..,-.-u -.‘4,_'.---q—‘ ~ o

o YJKJ--’..A

s
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obtaining a 43~ reduction in'the minimum contract supply for the near

TSy T T e Jo

“‘term- Anfurther reduction to 6 000 Bbl /day, or "SDGAE s requirements

o R TR N 343 -""" "’"l""""‘ DIITOT LT ol e LW

Tevel if it is lower, will beqin in ﬁid:iées “The new contract will

WD, J\.,.(’ -’C: D"' DI h G o e o adane

incIude the flexibility to receive up to 14, OOO'bbl-/day~should

T e e B s e B .— »-\~ﬁ IS Tt it ) SO0 O "5 ,-.D,-.....

conditions require it. .hus, SDG&E has ensured that it will not have

- .~ Do o somn we e e e ey e o)
- - : BT Vano Ll —-x'-'yn-\‘(“ -

“an’ oil excess after 1983 )
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In addition to the reduced volumes under the new‘HIRI

contract, a revised cost basis for the oil supplied has been negotiated.
The contract now calls for a "deemed crude slate" to be used to
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deterﬁ;ne the base cost of the residual oil supplied to SDG&E. The

.
‘ el T o
o “"1’\." .l-m, 4 -.-; "\'f oo I A tulisddta tndial g Seliv

1mmed1ate effect of ‘this new cost basis for the oil hasﬁbeen)a reductlon
mo mpmmem e ap Dol LomIe "."DLJ.‘":'. IHSDINIONLS TIL
rrel.’ Thus,ﬂSDG&E s oil costs, which

o - -~
e et IR S ok induadi sl o R letnts o e lE « 2ROVE "";):"’""' 0DET OF fetmia]

have been- shown already to be clearly reasonable, are assuredly so

-A,«.;-‘-.,ﬁ(-l ,n-.— -.-,A—- [Pt LR et el _-)'\'-v

..’(

- sy YOG VDI miG KDL
for™ the future. SDG&E has calculated the benefit from the reduced

- et ey b ey e B "D e O LTONT V'-'-C:C"-ﬂ-'

'volumes and revised cost basis to be $80 million in lower fuel costs

- - : - - = TRROANTY ST oW
l'-"\~~ \Ov»-' npaSetad p 3 TG ENE o o B EE A S i 34 b

thau would have resulted under the” prior contract. . ’ T

-c-,--u T a7 e, ow e e T I i st --»"Z-",'»""

M;, ZeFinally, .SDG&Z calls atrention.to,an, element-in its supply
agreemenz?whioh_providesﬂio:_xhelcons:ac pricecof20f2%to be compared to
SDG&E's-cost of gas™ (Schedule»G-Gl”from SoCal)Cafter mPd-1986. If
the:G=6l-cost of gas-is: less®than the contract. formula—prfceOof“ozl"“
SDG&E-will” beirequired to- take“only--zmin:.mum.-«contracevvolumesufromv LELE
HIRI.if they:are offered=at thevlower qas~pr1ce?“~If«HIRI~choosesd-’”*
not to-offer-oéilcat the:lower qasgﬁiic64~SDG&E~w£Il“be~free“to~g' L8
to—the”spot*market~if oiICcaane obtained ﬁhere~forvfess‘than Ehe"’sQ

-

pr;ce,vwouldeDG&E order-itsminimumtvolunes of-ofl atﬁtheccontract~~~
rate: Thesrecordishéuld be ‘clear that “the reduced volumes-andClower o
pricecformila“that have ‘been‘négotiated into the‘wew contract with+ -
HIRI are the minimum-benefits: which will laccrue under that new-contract.
I£, 7 in-theé :future [ the’G-6I -‘rate £6-SDGLE "5 Yower than "the ‘contract s>
price, ‘additional “savings will-acerues ©I& RTomiZos 230l olss Lo 2o
wmelolsr 1:2SDG&ESLs also-pursuinga-renegotiation Sfifthe Tesoro
contract:-Currentexpectations’are that the contractlevel ‘will be <
negotiated downward from 15,000 bbl./day to 12,500 bbl./day - a
reduction of 2,500 bbl-/day -~ by rolling barrels into future years.

This reduction will be at no cost to the ratepayer and will not cause

~»~—«‘uture—voIumes*of*otl“suppIY”to exceed“expected“requrrements““‘The

\C,_(,. H
wenefit which will accrue “£6 “tHe ratepayercif this negotlation is N~
successful amounts to 319 million in lower fuel costs.
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SDG&E malntains that lt has responded aqgressively t o,
MLT O Tw Tal oialete W

the‘cganging circumstances. including weather gnd gas suppyy. y

- ,,\,-‘ -,,~n Lo e -~ u e ,..\‘-)h,...,

.-.

maklng significant reductions in its‘oii supply contracts at ginimal
e A N Y o W an e VaLUBELLX WYy N

g = A
cost to the ratepayers._ $DG&E's actions to improve oil contract

"
S pme e

=) VLR AL T Sl avorl

flex%bx}lty and” price have ‘assured’ th&t the threat of an excess oil

(»\--h ..-.s,- -~ AaSetatalng ;--— e )

. CSoUDul ..._.1 ..‘vw [ L B I PSS S Do ~O...
supp;y s;tuation after 1983 is negated SDG&E submits that its ections

- - -4
PRIV N oo OO PN AL S R MLV e -

with' respect £o its fuel oil contracts have produced excellent results.

..,.”‘-..—\,a.‘-\—-\ -\.,-‘ --4;— ‘-,. - «...)hh A‘) |_.“»._‘,\d \Q‘ ,,*._\_,hh

€. SDG&E'S estimates of” underlift Charges and oil sale
= Tlosses-for- the‘forecast*period?are‘reasonable and
: through 1ts~ECAC.Tos~ra

For the-.forecast period;. SDG&Ebestimates itszunderliftsz
charges to-total $2,035,000~and-its-losses on’ sfuel: oil“sales»toﬂequale
$15,000,000.%/ . SDGSE.maintains-that -the,staff, afternindependentz.ocs
review, has.adopted-these_ costs. ~However, duringgthe February 22,:7Iz

S

1982 hearingh~staff'appliedﬁonlyg7/12ths of. its - previously~adopted -o~
estimate on-the.basis-that-the AZR-is now- proposed:to-.coverzacseven-s:
rather, thanthe 9£isal.9a3-;r~,’99&t9?p}ase%;2:@99&};1:?;;9&-.<;.§P<}§&~:@9J_le§e§ha.
this position-.is-inappropriate. .Fuel:oil-sales have always:beents =in

e 4ot

estimated.to.occur in.the latter.portion-of-the-AER periodii-The ooizg

5 s o -

amount 0f -0il.to ‘be sold has.not.decreased; and SDG&E:zprojectsTthatsox

it will, in. fact, have to :sell:mo:eﬂopmhegestimate of~the 'loss>per g
_-barrel.-that will be:incurred -from.this-sale :has.been~confirmed by -7rx

consultants . retained-by -SDG&E - ~SDGEE submits.that sits-underlift-chaxrge
and oil sale loss estimates are reasonable .and-should 'becadopted.:s:tz

1/ SlS/bbl. x 1 'milnoi bbls. © SlS muon.,

oLl /--... _.."\-..v-«
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- ~-4through- the: AER.o These: reasons revolveraround the: fact: that thelovsl

estimatemofgvoinmesfto*be:sold:cznsbe&signiﬁicantlyoeffectbd:b&:snch:

- factors- as' weather;snatural. gas:avadlabildty,» and>purchasespower oo
availability.:»In:addittion; adoptionsof: the: specificramounty £orsunder~

. lifts and-: sales losses: couldsweaken SDGEE! svmegotiatingrposition: ass

it seeks: to-disposerofrthiscollizoThe annuvalsreview in thesECAC ~oldw

. procedure’ epsures’ that onlyereasonable: costs:will berpassed:onstorris

the - ‘ratepayer and thatlno party will receive:azwindfall. Treatment
of 61l sale’Tosses” and underlifts’ in > theCAER ‘will bedmore appropriate

_once the-current situationsin which-SDGEE and: theycothexr-utilitiescrcs
£ind: themselvesyhas passedarsmiMousos 2200 | (Fuag of ol

\

LLTnnlz ..ﬂSDG&E's,proposedofuel"oil~inventory;1evels_‘:L 5T
. .are ;e;song 1g for the ggzgggst period. et

——— - e L LICA IO WO

;t; ; SDGSE. proposes to carry an.znventory of 3 220 000 barrels

o Iz L

- e -- oy
PR & S VOno -l

LR R T - EI e

durlng the forecast AER perxod. . The level of lnventory proposed by

el T e e W, i Tremw lite P

SbG&E fully recognlzes the requmremonts of its system and the costs

L aa e YT et e it Rl SN

cd;dxsposangnofiexcessﬁfuel o;l_ﬂNWbile_avst:ic:—requ;rements level

—AJA- uulw -

of oil in Anventory might_be closer to_ 2, 500 000 barrels, the analysis

Te T LAl Sl it AeD - ..-.‘_.-...-‘.,» L. N ..'-a-au ARV SN

‘vn

it A Y

_emploved by, SDG&E. calls, for an'additional 720,000, barrels.to'be-held

Vel e e W '_-.--..-w—._)n.--- P2t m'-.\-ﬂ.--.\w-t - \4._/6 Te el DULDLLBianSe

in 1nventorv Jin, order to ach;eve the_ economic optimization of the,

‘_....-.__.v. e T e e —-.A.l-‘u Wmis it s w i adials bt b DLy Uw.m.;.

fuel mix. Economzc optim;zatzon»re‘ers to the_decision_to make, full

MESY ..-..t.-\.,u,-."_.-«u an et e Rt D i e W W

use of all lower cost sources of energy Dbefore using resxdual fuel
to .generate electricity._ Ip addztisn,ﬁSDG&E's‘analysis cons;ders
thepoosp'o‘ d;sposaiozo%:o;céss~;oio;es~of*oil;: Storage costs are

- approximately: $8:00. per~barrel, cwbiledthesonlyvothersoption still
available-to SDGEE is tolsell oillat-approximatelyral$dis«00zasbarrels
1oss;stGiven:theseschoicesc:itsiszclearlyireasonabie:toaproposeastorage
of excess:volumes:of. 0il-to therextentspossibles =ozzzm
Sroml zeovworznlnneontrastoto SDG&ELSAp:oposal.,the-staff«has,suqqested
. 4hat only 1,500,000-baxrels -of:residual fuel oilzneed to:be.carried iniinventoryo:

SDGSE criticizes the staff proposal as based on the assertion that a proper
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level of o0il: inventory for-ratemaking purposes:can be. :enti:red.y'l:d;ixﬁferent
than- a-prudent: operational:level < ands that: there: i's,therefore ,smoiao
need to-consider:SDGEE! s, 'supplys contracts.” s The: Commission ' supreferred

- approach: would- consider: such: factorssas>abnormaloweather, v gas-@availa-
bility,-and- contract:provisions; among~other>things, :The: staff pr'oposal ,
which dis-based on recorded:sburn dnformation:and:doesonotdconsider: =:
current-operational realities; is,: in.SDGEE's-eyes,: clearly. inadequate.

CrmemzsowT LBy contrast; SUGSE argues-thatrits: proposedsinventory,level oz

- considers ~the, facto:s deemed urportant bz the Commission.~ It.estimates - that .

as they have in the past, occur approximately 20% ofithevtimerandoriz
will result a.n,no-‘P-S*gasc being-avad.lable £oc SDGSE! Opowerd plants.

N o, P e

For relxabzlztrpwposmthe*level“of -i-nventory‘-entmng the winter

O s R o

should be'2:8 to 2.9 million barrelsl “With“this® Taveal® of oil in in-

e, Pty m BT R e e ey e pe B

ventory at the beg:.nn:.ng of‘ the" winter pern.od requirements in a cool

oy ek s

e

of” Pebruarv SDG&E claims even ‘the’ st:afi" w:(tneit- agreed that? f¥s‘ propos

,ow o P

or’ cold w:.nter ‘could reduce” inventory' to" minliﬁufnm Ieveis by- th'e‘ end | ,
e

v

A s o~ - o \-.,A-»-.*'-a:i- F"rpq ™ -

w:.nter level of o::.‘.I. in” inventory was® appropmate. "SDGSE mntams that'it

f--.-\ -~ - .-"_‘l_h_h_'- r-w.-\h—\

demonstrated” that it was :.mp0551b1e to take £this"® reliabi‘lity requirement

s ey o, - e g T e‘ﬂ-(r‘"——

to account and‘ still achieve staff e recomended inventory Tevel “*
R, - Al A .-N—l-*-f- -- ~ _/h
w:.thout zncurr:.nq ‘an’ unreasonable levei of“ expense,~ O

e e o Ty Te nan woam -

~ -

P -~ e g T . =" oy

o v t £ el ha v A ERREVER . O iw by4 220 TOWO. LD 0 ORT
§ i‘g

.
o e o e
Il.! w-LJM

SRS T akde vem e Oy ey,

'SISG&E has not conducted :Lts operations :Ln an” optmmal
- ':eview*‘neriod"cc' e de Mlntalass S L

operations’ from:January:-l,;x1980:tocJune 30, 1981 Based mpon dtsisvs
-analysis;ostafi: concludes: that:SDGEE: has:not>conducted’itsooperations

in an optimal manner over:-thespast-review period..oWhilelstaffois> o
snotrrecommending- the’disallowance: ofiany specificisums. entered in the

2CaC.account as acresult of SDG&ENs substandard- performance,p staffcdoes

N - o~
N e At ety om o V-. Cen SO Il e ol R e Tl e UL
k e, PN T A NPT Yo a et '....4\- b .a‘./ ..«- C' L :\ P O el ‘n-.‘J...-- - -..-.w
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recommend ~that ~the :Commission ‘place sSDG&E ‘onmotice ‘that fcontinued T2l
results similar:to those-of: thelpast period will iresult' in'- ‘Cp’é'n&‘I'tyf-‘
in the-nature:of “a-disallowance Jof:a fportion of therequested-ienergy s
expense in thelnext-Annual ‘Review ECAC,: Thelbasis iforicthis recom=roiZ
mendation: s “the :extremely ‘wide ‘variabiTity between -SDGEE"S resource .
mix forecasts ;and fuel:oll ssupply confracts -andSDGEE s Jctual - P02 T0E
requirements. .The.dontinuing Targe discreépancy imposes additional “=
costs on:ithe ratepayer -and SDGSE ‘as arwhole. T.SDGEE: shouldiibe T¢ Z5oTs
strongly “encouragedto improve its performance’ intthis area’£orithe
benefit-of SDG&E and dts ratepayers —= pr‘.;c}Mh‘.'hCh cpu::po_s,e::thq,:,.“ s
potential pernalty fs-proposed..rcnas ©F mIpod DN 202 .oTosdnes

zoIsniioStafDreiterates the .well-krown' point: that: SDGEE s
heavilydependent.:on residuall fuel:oll forielectricigeneration, c2 oo
accounting for over 50% of its gemeratiomQuringthe ‘review ipericd:vo:
beginning January: L 1980 . v:Therefore/ > staff findsovit'@oubly important
that ‘SDG&E take: the)lopportunity: ot burn:cheaper® naturalz gas in’ -p‘la.ce—

of fueliroil whenever possibles” However:., ‘the’ record! -i‘n-—th:.s-Ccasei van
demonstrates thatrSDGIE"s ‘oilisupply: ‘cohtractsiand:its method ofrmricy
forecasting maturall.gas availability havesoperated:ito- TimitT theusesvs
of: patural ‘gas by VSpGEE “and S “prematirely increaseCECAC ratésds TEiT
In support of its:iconclusion,C staff presented:a:historicals perspective
of SDG&E"s ‘energy operationssaos 1.0 o EIDCA Yo smemopsrsm ofP wolv
rzzn 22 o SDGAE purchaseslow: sulfur: residual-fuel” oil ‘Eriom: twor oo
refineries, Tesoro in Alaska and HIRI in Hawaii. Thesedpurchases®=omo
are made under: long-term:contracts whichoriginatediiin/the early 1970S.
At that time: a fear o disruption::of the: world:oil: supply- Ted- many =57
to :concliude: that Tong=term:supply: ‘contracts wereiessentialfor utilities.
SDG&E "entered::into: the® two.supply-contracts:for>large’ volumes: o£LSFOL
However:, i the dntervening years. SDG&E: has.rarely: r‘e&;ti?r'edlz asrmuch

- - - - s
L0 ETonon Divt¥nsls
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LSTO.-as it -has had o -purchase nmndernthese -.contractsrand it hasncoox
found ~itself: in- a-position:where it has:hadctousell cfuelk lotl, often-=
at-a.loss,. or . reject availablecnatural .gaswin jonder ctocavold cover= ol
flowing . its storage capabilities. s Xnpoint [of -fact :SDGLE sustained:
just .over sevemmillion.dollars:.cin-oil -sale-losses during :thecrecord:
period. - .SDG&E estimated. that, 4Ff -i% had:not 'succeeded:-in:ﬁegcm:a.tinq-

spem'. $99, ni-lhon more"in l9*82uand m1-98:3,uon' £uel ollcasx z:esul-'b ofzoo
the. -long-term contract: deliveries.of::0il.c-This provides:csome ddeaz::
of the magnitudeoficoversupply which was :built inteo:stheseZlong-texrmd
supply contracts. SDG&E began to negotiatecontract wvolume reductions
with HIRIin 1976 and with-Tesoronim:1979: --Additional-creductions
are continually:-being..discussed between: SDG&E::and rits suppliers,l.and:
several. have, been .implemented.c rovomop o2l o 802 wove 0L pnizauede
rmLrvoen: vlduoHowever,: these..reductions;-have notl been-»sufficrent::tov 1
eliminate: the- surplus- of.-0il{-in--SDG&E: s-:tanks:o;SDGEE: acknowledges: orlir
that its--0il -supply:-situation Is notroptimal:.and: that)ther largelon2 o
volumes: of-0il: under:contract: have- prevented the burming of;:additional
available: natural; gas.:-As-qnatural:gas:ds: still:significantly: :cheaper:
than LSFO. every:barrel.of oil.burned in place:ofcavatlabke gas:means
additional: and; unnecessary. €osts:£0-the; SDGEE: ratepayers 2o Incstalf v
view, the management of SDG&E's oil contracts:vis—a-vis:<the ravailable
natural-gas is: the key:dsssue: in;the: reasonableness meview of past
energy,operations..T _-ipwoHd ni IAIE Do {nalA ol QuoneT L noiToniIost
Cmn e lvis orFurkhermore, . -SDGEE! sy repeatedsunderestimation:ofh natural
gas «ava:.labiln.ﬁ:y ‘has’ served;to,exacerbate-:the: consequencesyol awdsr o4
.. already troublesome..0il:.oversupply-:situation.:c:SDGAE! claims that:cdts
policy:ds: to; reduce: the:percentage:of; residual: odl: in:Adtsifuel-mixacz
whenever: possible: since; LSFO’ Lsi;one of:the mostrexpensive: mels--:.ﬁor-o':
electric generation.
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emerges from ‘Che' record which :Lnd:Lcates that SDG&E consistentlyr.wm

)
oo T Prodin o LA ST S SO

underestimates the amount" of natural gas available to.it, with the

EE Rt ,’,...-J

result- that SDG&‘E” can include wj,thin its Proj ected resource mixomorec:s

- -.--~

of +the '*excess ol which wouid ot'gerw:!.se have been SSisplaced;by> -s0iw

b R W

natural” gas “if SDG&E were not bound by its long-term contracts. - <

Dl S

- (’.)
paipes o
P et ) I l\ o ant b
-

SDG&“*concedes that :.ts natural gas forecasts have -been rconsistently s<

low for the Iast" four or g:‘:ue ~yea:z:s,. p 15art of th:i.s -must_,..be ~attzibuteds

. D LD

to the" fact that unexpectedly larqe volumes_ ©f, natural .gas. haveo--rc~ fd el

-

D

appeared “on’ the market as gas decontrol begins to -make ,itselfj:felt S

on the other hand SDG&E :.nda.cates that it haSr notufe'lt certaln enough

o‘-' the forecasts of additional nat.ural gas, to ,.:ely-on ~them and- -has: nod

PRI
e i [ P i R

thus ended up w:.th surplus LSFO when the foreca&ts .turned outh tooZnzal

be correct‘. _Staf‘ cozfciudes *t“h"at there ,is aﬂser,iou.s problem-in: the::x.

o et e L2

rel:.abil;t_{ of SbG&E s gas availabil:.tx forecasts._

. - q.-
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It appears to staff. that SDG&E manages: dts .£uehm1o~ s

PO

to accommodate the excess:.ve amounts of fuel o1l under. contract;,; -Cz vd

sl “..-.‘.‘\7. \F"; -n."du)‘- -I-.v'-n -../-.' s/hvj - \Jz-'-ﬁl—ﬂ et et St

< :_-at'her than to ma:nm:i.ze the burn_ of cheaper gas,,,c.e.ven when:,.forecasts -
DOULTTN -ah¢\.n..4 -l o

are not an :Lssue and SDG&E knows more gas. :..s- available.. .

B e . e

e e 'J:he w;nters o£,1979 80 .and 1.980-83 , are;-rlluminating:: 2z

pi
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in this reqard._ While SDG&E '8 total generation of.electricity was -.

p~ h’“mb )

o, -

-

.
Sriw plowTsd
z o8

T
-
'.—\Aawa...u...- b N

co'nparable 1o bo‘-‘h these 'four-month winter periods (November. to . ey

February) . in 1980-81 there was'abbroxlﬁately” 500“ qiqawatt hou.rs of

LT, (e V—-‘.—mu-

addlt:.onal purc‘hased power available to SDG&E which ~it accepted.- ..

_,,.w-.--»ﬂn.ﬂ"\;_._ TOSC wdel

However; to’ make room for th:Ls additional power,,.SDG&E d::.d not. reduceu

. — -
- e e ToIoLl toad i h e

its LSFO generation “in sp:.te of the fact that oil is supposed to be
the swing fuel. Instead, SDG&E rejected natural gas, and reduced

ﬂtrgas*burn“gr_om the"levelx of . the previouaj swintex, »and actuallx ST \G
burned ‘more . £ue.1. ,o:xlcthan 48 <the~1979-80 speriodiiz ceffect N vSDG&E

- -
e w2
—-d

“'"tﬁ‘*'/ﬁwﬂ(vl‘ nﬁ_’ -v f
rejected gas in order to burn more oil to avoid“an overflow situati.on

while it did not conclude a sale of excess oil during the winter,
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even though oil prlces were h.igh at that point.

— vk e e

Natural gas was used

as'the swing fuel +o relieve SDG&E s, excesﬁs‘ h’fdutel‘ oil“ situation withy-.,

R DR

a corres;ponding additional cost to the ratepayer.

- ety ~

’ TN L e )'ﬁ""
caw

”
MO b oo S i

SDG&E 8, clal@:that.ltlha5a~
not ‘rejected gas—durmg the record perzod. Staf'f'"s*e“es th:.s as misleading.. -
PR RN

Py, dts supplier.....-

o e o wdan

prie Yol
Cal) when par:.ty_‘is iz, effect.g;@

ol

n

Southern California-Gas- Company (éo

Parity-is- an“allocatfon system for natural qas whereby eachulow
priority “customer s’ offered “gas ;Ln .

¢f purchases. However* when* ga's is plent:.ful ity is sus :Zaéé-

and .xll'customers may ‘Purchase as -'mll—éh or, as X : ez r;e.%u:f “,

During times :of -plenti‘ful:"qas, while ﬁaf_ty Has Been ' susnended SDG&E
’_‘_'A,_‘_,,V_\ y «43”—\0—'\_-\ ,.---

has takew far'less ‘gas thar was ava:?l‘able to :.t From June throu h

+

A‘--~1r o De .D‘.._) o34 Solug
Octobexr’1980° and" Tanuary’ through “J‘uly 1981‘ ’ near“ly two-t rds :oé _"tﬁlge m
entire’ record- ‘perlod SDG&E took ‘l‘ess _:fatural qas t'han was a'\;a:Llable

v} V... LGS D

TanCd
from SoCal. If one calculated the number of equivalent barrels of .

(UL

- foletata el g

gas refused by ‘SDG&E" durn.nq 1‘980 and‘ 1981 us:.ng :Lnformaft:.on ;:rov:.ded

b
Avimn ey An S AeshammannE o

by SDG&E in~4+% response “Gor ‘San D:.eqo s data request a.n_d theﬂ g.ﬁn.formation
in the Trecord; it becomes” apparent” that SDG&B Te:

e ‘--\ rrevmy
[ I -J..-.r: ‘..\..l Yot e

barrels with a resulting add‘.Ltional‘ cost to t‘he ratepayer of
$56,4685000-2/- . Staft asserts that the overaupp‘ly “of ofl resulting

- PR iy -
- . Y s oY ot
ik abety [eaged DINCAVLME I AT ! " -~--*23 ! b

from the ‘011~ « contracts has ser:i.ouslv comprom:.sed SDG&E! s abn.llty ko,

X _._..-.—w

provide electr:.c:.ty at’ the lowest ‘cost ava:.lablem.“ -

LR R
-~ "

. umﬁgﬂ\
o B - ...\-AJ—

- " N"
P— Pl " ¥ o b o Tl vl VR

foonmiet Zopad other corollary to SDG&E s use of natural gas aS. .z.
[l : TN Ll it -

a swing~fuel® :.s SDG&E"s consistent ‘underforecast:'.ng of the avail

,---n- -z -"'"‘.’ i)

o Wi M

able “natural” qa s “‘Staff “£inds :;t _diff:.cult o discover Lthe exact

- -
Jnnz o oy i s IR o aCunm b
oEoor Do DTTAT T ..,.D JnAn 2ol oanr L0 QrICE SZ AR o
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2/ This figufe of $56.4687000°f " dorived 1 by~ using ‘the current 519”.,
($46-$27 ). -price differential sbetweens: resTdual “of) and' "natu“ral “gasC
_as a rough_ APProximation. . ... Lo aeig os weBemo ax 5o ..u*:m'"*"
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reasonﬁfor-SDG&E S gas: forecasting.errors...SDG&E asserted.that;  ; -:
ad@lﬁ?PEﬁLmFP“P!@c@quPsﬁtYﬁﬁi?BgW§5:?999h1Yf§9P:oFime§Laszlarge Arex
factorzin-forecast; exrors, of,salesas-was weather,,yet;couldygnotezs o2
justify‘how.the~nonprice.conservationrsavingshfiguregwds-aqtuallybyn-

Cod o

, derived.u In. fact,-weatherﬂis the.variable most-often~blamed by SDG&E
for fo:ecast errors,.as-weather deoes indeed~a£fect\theaamount of-natural

-“§?ﬁ§}9??¥$zye§9u?¢?s¢§9 g?????Feaﬁ}SCFF?C#EYEiP:?§§§:"§Y§F39?3 weash@r
to forecasxﬁbothhgasuneeds~in, itsﬁservicebter:ito:yaand;gas availaw.

,fxomza,39-Y§aroaY¢ra9¢ﬁto;aztge:yea§:§VQ:aqen9a§5§?€;pa§§9399yqa=§ o
have beenﬁmuch;colderuthan.recent~experienceq;_Howeve:q*even"with*dnﬂ

co;ld;pn;y;poznt ?9~999gy9a;ns:w1n§9= £Z§W7QESWb€9g3§Y3§§geﬁoﬂ?§?§€§o
was:experienced»out~of-the entire~74-81«pgr19§¢ggsgagﬁggoqsagogziig&:
=78-J9winter average when it.:
lS;th;991d¢§tf0£:?;g@E;C°n§§Cu§%YG031§F9§§53339§§§§Ejggqgcgﬁﬁigg:g;w
cannot-be-thesonly. villain, -however.,.or.socner or later the.forecasts
would-"average".out . if SDG&E.is using a.true average ofweather. . =,
statistics. More disturbing is the fact that SDG&E has.in, the.past..
relied.onmSoCal.forecasts,~whichahave beenaconsistently low and that

b;l;tv when thev reached them independently-nm$::; mAOCE smown wrn sl
2o ;~r—rhe-e£fect.of~the pattern. of, low.gas forecastzng is.clear.
SDG&E: underestimates~its.gas.use.in the resource,mix, énézE@ES:Eaﬁsva

to-includenother generation,.almost always.oil.x To;thenextentcthatf;

xnflateés xAEd wh¢lev§h¢;EGAG;?a%§9°%n¢ %999“9to@ex E?tEEE:EPéSu?¥??§5
to the.ratepayers:with.interest.if.gas is;§9?9§%%Yc?@?d;iQ;n%aSQ,eﬁgq
oil, this:artificialfincregse;inothe,es;imagevpfdguggﬁcos;§ pggggtgggly
raises rates. It goes without saying that the cOmmissioﬂ should if

"1
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at allpossible-aveidr raising already-high” utility rates*anyssooner—
than absolutely necessary.-" Accordingly staff-urges the Commission’>
to try-to-break- the. pattern which' has-been- established in® -SDGGEIOJZ :
resource:- mix forecasts: and” to- insist-on” improved: faccuracy wor NmiTeyl
: 1m0 lSDGSE-clatms toThave made improvementsTtotifs gas*availa—
J TbilityCforecastrovera-pertodsof time £rom-1978%onwardi® However: O
this‘is"less”than reassuring whes 1t is noted that even the‘mosts “°7
“recent forecast suffers-from-the”sane”chronit ailientVof”underestimated
gas-takes“and-overestimated oilTneeds: SDGLE"forecast”a sharp®=or O
decrease isjéhéiECAC:Eiliﬁéiiéfazégﬁﬁt oﬁéf&éllé&t{oﬁ?iEQamEEEuiﬁl:‘d

tables»subm;tted-w1£h~the~most-recentﬂhearings*indicateﬂthat~the oves

collection was $I2,033,800 more thad-SDG&E predictad L€ wouldTbeats?
the-end of ‘December >19810< “SDG&E-confirmed that- oncebaga:.nﬁtheref’has” .

been more gas than“was-: forecastto be-available Cas well-as a’milder-
winter-andadditional purchased-power .~ Most disturbing to staff is™-
tHe-fact-that SDG4E felt-theéreTwere Vatleast® some:*indfcations™3s2
of 2 m¥lder-than average wirter but Hag<not” :nccrporated"’t‘hem-' intorow

. . . t
ey ...‘.-..... - g A ,‘M... E o w

its”© forecast:.ng- ol orody rood i onmiduronid owoM Looirelzeso

Tofs Lznowsl gpe other "$1de“of the”coin in - SDGEETsCresource’ miS'cC*i—:ﬁ"l
im}ol‘ées ‘disposal “of “the oLl ’Zprov:.ded under -~'the ﬂronq-temvcontraéﬁ@@

* course, “aggravated when” gas* avaﬂcbﬂityv {s- undexrestimated; but
even-at SDG&E"s forecast- resource ‘mix’ the’ problem:is: ‘serious.~ SDGEE"
has<implémented siénificant® contract Sreductions with its’suppliets ‘°-j
but *still £inds itsels sn a’posttion Where it s ¢ontracted totaccept
207500 barrels of LSFO~a-day; and forecasts-an’average bufn f£or-the’-
yeaf of-omly-17,0007bbl5I/day! “And"as”indicated] that forecast o O

L

K —oxl needs maviwell be-overstated. “‘Poi:nting toﬂtheqflct thato:ds | lic

e et ~ Yo e e e P ool - -a,.v.,..‘. . oy -y - —~ P
DL ZaR RN DOLTLITTTIL L LD T DIAVDL TOOnTIW 200D IO .3‘3 L3 COCa

_.-lo-




A.60865 ALT/ec/vdl/iy/md *

-

o V. \ SN\ DO\ T

[ * e ~)
':' g "_) . ’~M" f,"'“ [ r ,”M( r‘ﬁ""(-v ._:. ..-:..0': "@: Da»ﬁ" -o-d--’ \.p‘...:}-/{" o i --C‘\.-
o - s 4

SDG&E s oil storaqe tanké are._ already close to.the. operating maximum:

. an Y i e -

.as.a rgsult; of past_ efforts ko bumoggaso ;tan..concludeS,that thesoil

WL -l PSS o BTN P G -

aisposal problem is.seill a_r‘t}zfj’orm ME-rzzw oo 0 or Zoe blworde i Luod

e ... ..SDG&E. j:'_ore‘cia?_:‘s that afgg:; 1984 -it will ;20 longer be
in an exéé&s cé:;;:r"aét’ si:{uation - fthat s, Tdits requiredicontractual
takes -will.be -below forecast oil.needs.for:the~first time in a

decade. :This-iszaTkey goal-of :SDGLE and shouldwbeCpursuedl “How=07 =2
ever, the-forecasting ‘situation described :indicates: that A98LZA s =i
may -be a premature-target-for:oil independence ‘unTesscadditiomal o0IT0C
contract :reductions or:sales-aremades cSDGEE:forecast maronemillion:-
darrel excess.-for,~the -1982 'ECAC -review period, buttham hadctousl
revise. that.-estimate toctwomillion-barrels’ before sthesyear-vis:ceven iz
nals over. = ms swimdun Lhonk ATNTD 0 omr Barh et -

- M - [N EINPESLE D L . » .A\- e wA J«......‘.. PR D

L5 moin.cStaffisurges cthat sther okl:csupply’ situationgshoukdyos 2uvtal
be -remedied by further :contract reductions:or:other solutionswhichzol
do not .involve ‘oil-sakes atiza :loss 20 SDGEE claims: that Theroilrsale o~
losses -are a-benefit. to.the ratepayer because: they: allowcheaper gasios
to be:used: . for -generation. < They: Arein facta meanss ofmitigating: o%
a loss, -not:a means -of: providinq/:a;-:bene«fit*-:.:\:ﬁac:b ‘doklax :ofoil-saYeco
losses is a.dollar :of -energy. expense: which would notihavesbeenl"expended
at all.if the oil.contractsiwere mot:excessive:” andiigasicould beiTodrs
burned without -displacingioil. ::More:distressing is-the *poss‘i’bi‘li‘t OrW
that if- SDG&E: cannot -arrange’:a sufficient: numben of. sales~ of- o1 r’ o
contract. reductions-or.-other oilrdisposal: options, d:t':r WL s imply=C

e‘us& gas and burn oila oss moiprvexg eids wd bozilsmeg ol E20C2 2T

r.2 Trncs Therefore,: staff recommends:«hat: ther Commissionrinid oz

not penalme SDG&E.-at this -time:;.-but it: should: encourage SDGEE-:ru mood

to continue: its: efforts- to- improve: forecasting iandsreducesss nolnnimmel

oil oversupply:and. indicate.to- SDGAE the seriousness of;thisioxziipot ol
. problen by stating. its: willingness:to. impose;a: penalty.in::
future annual review ECAC proceedings if SDG&E is unable to
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solve the excess oll and gas refusal problems in the very near i‘uture .

This situation basCeontifted for yea.rs, 'ndw" that SDGEE agrees RS

that ft has’a’need£5°reduce oil-contract valﬁmésrand taks a.l’.l available
Pl ek, - M(’\*\‘:-'.C ¢ ﬁc"‘":;

gas. it should act to do so with-'aIX possib.‘te speed“‘ : wG =520

=T SEaff "s recommendatron £o° 1ncTude “inderILELs a.nd oil .
-is ‘reasonabler oD o 1o Ss na

.One of-the-essential-issues incothis caseCisc'wliétheri“‘?fi‘f
or not. the Commission .will:follow thetdirection of D;92496:and include
iz the AER:all forecast:underliftscand odlcsalelossessforOtheAERTLYYS
period, or accept -SDGEE' s.osuggestion o :delayssuchtreatmentcat thisom
time. ' SDG&E chas -beenumable’to providerany:justificationito:differens
tiate its position-from that of the'other eléctric andtcombined ~I*oS
utilities which havealready been required -tocadopt an “AERIstructured®™:
as the Cormission specified in D.92496. Staff submits that thevo Il
issue is,’simply-does..the Commission’ wish toapply -thedecision as
issued, .or does it wish o completely -dilute its wincentive effection <
fuel, management? - It should benmoted :that -SDCEE"S underlifte are o8 0D
contract..reductions: negotiated far incadvance’ :and areknown precisely'.-
No unfairness:-cam arise. from.the:use:.of/:such arcertain mumber:)t:SDGLE
complains: that -the ancertainties attendant tor-their Jarge excess loils =
inventory:make -such treatmentunfair.:Whilerzadmitting that the cusacs
incentive of the AER:rate will::operate - SDG&E:suggests. .thatieitheria
windfall: profit orr an: unanticipated:koss to SDCLE s airesult of 325 b -
provision: is; unfair.:- Staff submits:that therissue wastcentralz oo o7
the OII:56.<{ecision, and has: already: been: decided:dy:the’Commission. >
If SDG4E is penalized by this provision, that would Indicate thatrcilo:
the disincentive-of: the AER! procedureris working because’ SDGLE has
been unable.to Keep.its: excess: oil {inventory from Growings <:Tf-ither ~o=
Commission has indicated through Di92496< ‘t‘h'at‘«ian33£n3€dt£vélpén’al5t'y°° o
is required:td put pressurelon the UtFIities tod managevthel i fielvo ~I°
inventories better:|the? ALK must: imcludetunderM £Es: andi GHle saledosses

P T R s M -~
-

ey
by -obv( g A
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a.nd -t :should;:be -implemented. . It -is,the.contention: of staff. that,s o

SDG&E and its fuel inventory management practices were j‘ust,‘ what~ tvh,e;.-;
Commission had in .mind when the AER incentives:were: ,dgey._e:f’.oped, and
they should be allowed to.-operate. with-the. goal, Qf;-fo:czi#g:‘wB::tW
less. wasteful: oil. procurement; and. resource: management., ég,g-iw -

[

~. .2 €. Fors purposes, of- calculating«(SDG&E-s,AERm staff's.. L0y '_
proposed level of fuel oil allowed in inventory _
>is reasonable’ DIRSOn VLN® 200N S0IL3Amnel HRT TvRoIIoval

A reasonable level of fuel in inventory must be“based” ©
on"SDGYE*S requirements for tHat’fuel,” not: upon’an external parameter
such “as deliveries €rom-a long-tern contract: ‘supplier.® For that’Teason,
staff conteénds that-SDGEE"S” proposed Tevel” of fuelrin4nventory’ for ox
the AER i's ‘grossly ‘excessive -as ‘it is based Upon ‘the presunption that!
all the -oil*that ‘will ‘be 'delivered under present: contracts Can Treasonably
be burned or ‘stored;! reégardless 'of the requa.remenbs oot suc‘b"oil‘ Hn oF
l;ght of the other— components of" the' resource mix o ~’-SDG&E ha's' ”azdmitted

forecast requirements ‘for ‘fuel o:.*l~.
a reasonable level of* fuel 'Gil* in Ei’hventory‘ i's” Based “nponlaccomodating
the level of o:-l supplies- €5 be Tecetved Hn: thel comingTyeays, Z1or2 bos

0 Whiler Ehits may Be' understandable Erom e point off view
that”:SDG&'.Ez does-not wn.-sh— *to~ carry' the -cost-s~of’~stor:mg«exce-s‘s~ o:LTl TonA

subs:.d;ze the storage of TiY SDGEE’ does not nee&-'.f'-': SDG&E? hasi-requested
approximately’ 2.5 milficn barrels -of ‘LSFOas an® inventdry for the
year, whichk Corresponds: to ‘T40: days = burnat: the: forecast rater o orln
use, ‘WHick, "Staff argues’’ 4§ probably ¥oo Nigh @ Buriestimate, 2Woo15
SDG&E ‘admits that € ‘there were no. 'Constraa:n:ts-' From 4T longlterms TS
corntracts it ‘would 'keep Tess ‘0il ‘on ‘hand.” - ‘However C-SDGLE: was! unable:®
o provide such ‘a ‘theoretical requirements levelof:.inventory. - It .4s
scarcely Dbelievable that SDG&E would operate without éven considering
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the question -- an indication ‘of how completely SDG&E's fuel management
is dominated: ‘by oil'csupply ‘Contracts ‘which are fari’in ‘excess’of -i'ts'- =

- s [ R R b Sl e Lt See e A SR e R ‘q--u--q e ~‘. P -MTE R e Ta)
real’ needs. - . TUDLTDLTC SoomanLno ooV LTRSS DL wllw

- Ty - k -

SRS eit- SDGEEYcontends’ that! ft-néeds Full anks 4nithe Sstnmmned
-months’ before: the> winter-heating season: Anitcase Ofita~-cold: winter:, VuiT
However, SDG&E concedes that!full’ ‘tanks" arernot-needed: the restofso

the year)' -and that:: for purposes of—~sett1nq> a:'volume: of? “fuel oil in

At A Sl e Pl . '\:.“«"\ ')‘!' ') ! “"’l"C‘f"”"t

o o St

inventory the Comm.ss:.on need only conside:‘ an. average. volume not
A MAXAMUM: o cemmsmns ok T

RO ol e Betudiod - 7 D SN L aldnnonnat A

~cromemor L _,_1=~Accorda.ngly.,, staff performed the calculation, that -SDGEE
_ ~orru.‘.:.tts-c’.. - The- staff. witness. averaged. SDG&E!s Aactual. £ue.L odl, usage:. ...
for. the last .four. years. to. determine. .wha.t. reasonable.,averag& of, £ue1¢:

Ly
DL

= .'r_o: \be;f;oa;»,erxar-g-;\temths:gszzaﬁi 'F?E‘lesﬁ»-ﬂd.jﬁ%?edz,;thﬁ ;,i.n*a%.&*aorx: clex.e.l iz
to take: into.account that three of. the last: four. years have been . .o
warmer. than- "average'. acco:di.ng. Lo .consensus.,His, resulting: o 2ds:r

—t =l

for both: r,esi.dual«.. @n.d; dzﬁ.&'»,el;. f_u.e,l O;i.L.-; :r.h.i.s devel, of, inventory. .. .-q»
- translates. to-a. 54-day: burn.at- SDGLE's; forecast. rate-of oil burn, . .
and staff determined.that SDGEE,has not.experienced a cold Snap.: .

lorger: than: that:period of: time.since weather records have been kept.
As a result,.staff's recommended level .of, inventory;,should_;, p.*.;;.:»v-:i.doa'.~ o

.dry.-,up;.-suppl-:.es- @ﬁv natural qas ﬂforﬁ qenerat«ion..«.c Gmeratn hs an b

. -
) o b e Nt e

=z =zl vThis.is: an important. dec:Ls;.on,, because 4t will. set a ...

in :.nven.tory ra,tepayers, .w:LlZL -be~ cpay:ing« -for ﬂ‘the. .storaqe .of. .1:.00H much.,-w
oil: for years-to::.come.  .Staff ;seeks..to have ~the.,Comm4rss~1\orx. confirm ~ -
that:-it intended: in:OII..56; to--permit; «awreafsonable_wleve].r_of. Ol vone o

[ I S
THLATILSINTSD
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in. inventory based.uponrthe actualfxequmrements ofJSDG&E for an
inventory. to- ensure. adequate: sexyvice, not;_p_spak1upg¢hemresul;s of. -
past.errors in odl. procurement.-.~-:w :5'TL008 vioroupobs Dorrogou

\’ o
oS - G (S

e TimCE -In_D-93640,,theﬁdesonﬁreasonableneSSnE»Acoreview;o mh
the, Commassion also.grappled: with the-problemrof an;oil.inventorys.on
which was.bloated. by excess,oil made,availablesby natural:gaszincreases.
?h?:??@??ﬁ?iPP:¢%¢§§iYHin§iF§$¢d\th§F5Withrespﬁcﬁth:the:Sh°rt:term:

cos:s:associated:withnreducing»oil~inventoryﬁto accommodate;lower -

costsaP?EFE??;th?;PSil}FY:and:rasepayﬁr§-3:9?be:CommlsS;cn;proceeded,
to set.a.level of.inventory.related to:requirements,sandspermitteds::
Sdison to treat oil.in: inventory.in:excess.ofthat-level duringythes:
first year. of the- AERﬂaS*underl;fted~o11mﬂatwséuper»barrel.;u"c;:;ng,

SDG&E;is not_forced to,sell~the;oilrinsstoragezabovesss

the level. recommended~by-staf£-m~It couléd keep~it,mholdvitatemporarily

The cOmmlssxon, is not forcan a, saleuofcthiswozl_ ~Asocarzy1ngécosts
f°§u°é}¢%na§§9=§qe:f°r:599§§ approximater$8:pexrzbarrel . staff would: ;
suggest a sharing of.the-cost between the ratepayers:and the,share-:c
holders, such-as allowing.$4.per barrel-for;each barrel of excesssI@;:
oil over.the allowed.inventory, thereby.placing-balf the burden.on :.:
the sharebolders and-half on-the.ratepayers..;This-would be-includeds
in the AER calculation_just as.would.the.cost ofsadditional underlifts.
This one-time:adjustment -would.not -inflict.upon.the,shareholders.all,
the cost Q£~the ~excess oil.and would .give -SDG&E -an-.additional, pexiodx-
of time ;~ma,=m_°h to-bring -the -inventory under.control .. Staff submits
_..it_is-an equitable .procedwure, -bearing-.in.mind.that SDG&E -has not:made
the_transition To-an AER:in:any previous.proceeding. o~7
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d. The staff's proposed amount of oil sale losses

recoverable through the AER is reasonable.

" SDGRE"s proposed- Levelsof sale” 1osses) $15, 00050007 4n7 <
just seven months,~ig/in staff"s vi'eﬁn}‘i'éxﬁx-'ab:d‘::nar‘ﬂy*hxgl';ando-nb't"':3
supported adequately by SDGSE's witnesses®oriithefacts ia thes Feesrdl
As counsel-for-San'Diego”determined.on” cross-examination SDGLE has
never:sustained-such a”largenumber of il sale logses 4 "e: é’:&’ﬁ&ie‘:" -2
‘year.” - Furthermore; SDGHE"s-method of calculating’the” amous
losses- is” simplisticand”speculative , hardly™ thé- rigorous: examination
the Commissioncshould require before: handing~over” $152000- 000 which®?
is not~subjectito” recovery-inav baIancing— account '~ SDGEE  basSed™ 14507
loss-calculations™on~current- prices on~the ' East<Coast incIudi‘ng*- S=0Z
the-transportation’differential’” This-was’done”sh the assumption® °°
that West-Coast-alternatives’are’foreclosad, - However,”the~ ¢~ no2:iZ
additional-hearingdays-showed-the>fallacy ¢ that® assumption«‘ TouLd
because” SDGAE-was~able’to arrange®a West°Coast salei at
"a-lossTof only-$8”a barrell SThis directly” contradiétsTthe notion 5
that-sales?should‘bepredicated only on East Codst'prites snd”shonld
suggest’a-far- lower estimate-of the losses  ITf the AERTisC o™ @t 0T
as-a-true-incentive;<SDGEET should-not Be guaranteedadvande recovery:
of the worst offitsilosseés on saless’ The estimatas ofilosses o~ PREE
sales must be setTat $8:007per-barreli an’atfainablie figure: ThHerec”
is simply“no other - estimate-ivailable in €He récordy unless tHave <io
Commission wishes to-make -a blind~ compromise -~ At 88,0055 Barsel

- and -assuming that ‘SDGEE’ s -estimate ~of~one mzm.«sﬁ:exéess’ﬂﬁafiiélsfa:s”
correct, ~$8 million s~ as Lproper- aIlowance'
pointed out~SDG&‘£.‘~sta.lI ‘stands-to-make a- “great deayrof- “honey from b
suchta® prcvis:.on-of “sale ~Tossesin the-AERif {tCcan ma.nage“:bts*fuel"
so-als ‘o burn ithe SoflSwithout-re fecting other Jeheapes Sfuels, ofSdontse .

The .staff witness aYlowed $87507000°€6F STl sale™ -losses
ané this sum, while not as well substantiated in fact as the straight
$8 per barrel loss, is available to the Comm:.s-sion as a compromise.

~ -~




A.60865 ALJ/ec/iy
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2-73.7"San"Diego”
TrhTtal CTheTOfTYin ‘Inventory iIssue-~~i w77 T sfefol LoD 20
-inuTThe EYectriic Branch of ‘the<staff-believesithat it was’:
the Commission's intent to have an annual review of-ithe reasonable "~
test year leveluof ‘oLl in"inventoryéand & thenCdetermineiwhat carrying

L m e J : 5 ne
e TATOTLALT BiDUE ITAC0TS IO

costs should. bev:ecovered.w~8ta££ takesﬁthls pos;t;onobecause the
Cormmission found :n‘D”92496 inHOII 56- atopaqe 4¢Jtha‘*~ﬂ Ak

!
VADTIDTOODS Lan?

‘"The~reasonable~test year-levelrof oil in stonage,
should .be examined as-a.matter .of.course.in. the,..
evaluation of each utility's fuelcprocurement ...
strateqy and practlces in the annual review."

—- e A e T e e T

. o C .
Staff then evaluated what a reasonable averaqe monthly level of fuel”

Bt »--N o e

O mey ety
- 't

oil in lnventory should be and _reached tne concluslon “that 0.3 ‘million

.- n oy e " ,o-..» - T - Ty -
N H D [l et o Burcil durete M oI

barrels of dastillate fuel and l i mlllion barrels of lOW'sulfur

N s : L ey P

resadual £uel oil would prov;de‘for approﬁimaéely a "5 days Barn ™

"\-- - ..«:vn !-"M,r = —~ “DC \r-b’»w.,'-v

and that th;s was a reasonable level of ‘fuel in lnventory'for rate«

[P ertnditts f‘-ll. - “0"'\“'1?!‘*“‘* \n- -,,(-. D,- on -.(-)-1-—-4--5

manlng purposes._ San Dieqo_concurs with staff on.the ;nventory issue.

-, "\4&(‘-

: Iy ) une 'qﬂ’ -wrﬂ-'
SDG&? paidwno attentlon to.Q 92496 and s:mply estamated

oI T . ,.-ey-- [ Yo lndd ~ ﬂﬂroq-l

what lts “actual monthly“inventory might be for'" March throuqh dctober

v S ;.- bl
,s, r—»“n Mtw

l982. _In addltion SDG&E used in its computation, an April N 1982

e dolie g SRR S e s L A -'&,-:v: .,C'Q.}‘

movinq average znventorytprice of $46 '38 that is subject to serious

et e AT R R Tt S S ___,.... m e

Gedndadedel

doubt. The use ¢ of proper numbers 15 impo:tant in computinq the AER

—
R I L o Drrrimenme - FinTale) i
. Q% ‘-Js-‘ - Tl

as revenues collected under the AER “aré not subject to refund.

N s e S "h“ﬁ"' o - -u.«,-\m:.-aw-q-w Al w
-

_ b._ “he Estzmated pael Oil sale Loss :g‘ue NHmmes e e

o DB -y -\-«!b .-\a-. '—‘«’ ',., -~ ':‘
SDG&E s_prxmary proposal “is to contanue ECAC treatment

e AT f*«”,-(-- ’.-‘,., ,-’,-.-.h - ‘ucv -Av.'.)

I pii Tl ST
of underllft payments “and gains and Iossés “on the ‘sale of fuel oil
-v-.--.o-\ o [

~until the next annual review is made in connectlon,with,SDG&B s

— e R e . -
-~ oD okt rﬂmp‘

schedu)sd November L, 1982 'rev:.s:.on date.“ Staff recommends that gains

oyt A...-. oy

a.,( o e - L—\,-::

- a....-.-». o \»\’—q T ..p.,. )4.‘.

or losses from sales “of fuel oil and uaderiift pavments be “forecast "

atels D m ey = e e mocn ..,.-.,-..-.ﬂ L Solion ol

for €he April l. 1982 ‘tErough october 31,1982 pericd m-gg “these ..
= roxn z LRSS TAVSe L0 LTS Li0 wons pmillun
estirates used in determlnlng the AER.




A.60865 ALJ/ec

of gains or losses on the sale.of-fuel.oil-and -underlift payments

in.the -AER -creates .an-incentive.for proper fuels.management.
The Commission.said: S Corime e = mep ey e o

lounnn s oowns or sonool wlacinnimecD
Cimea e "Our.-intention An D.92496. was-to-Create .incentives - . ...
for proper fuels management by the introduction .
“-of “the ‘possibility -of “rewards-and - Yosses2- WeCsee s
no sufficient reason to:change .our.decision-atas ~a. s imm
this time. Accordingly; these items will be s
included in the AER-(which-is an“estimated«forecast
not subject *to recovery*inuthe ECAc'balancing~°
accountYL“~"D,93628 mimeo;-pt lz’ 26 mOATLWL IS

Ter LT uw-w [ r -&,--o.-&'-)
o pelolugirind

It would appear'that SDG&E s possibility o@ a re&ard oecurs‘ignthe"_ﬁ

_estimate of fuel Oil'sale losses and underlift charqes, adopted by

ot Cutts ST Faolie’ ".f"‘f‘ Ve dols sevnomr ‘f\,
W Q0N oA ARt -

‘the CommiSSion for'the AER turns out to "be greater than the actual

fuel oil sale losses and underlift charges. The possibility of a

D NN I e e e e ey o ‘Jcn(ﬁ SOW LIS LWL Mo

penalty occurs if the estimate of fuel oil sale losses and underlift

g [ . Aade T -~ - -~ —meT -
N e PRA A PRELASS I ”-LC i S0 L 3LwW ZU0T "‘ et

charges, adopted by the Commission for the AER, turns out to be less

DEITMOD SNGI LOOROCTIUS DaINES

v

F".

g irged

an i

A

4tban the actual fuel oil sale losses and underlift charges. The

A I TmOTEn Sone TuD

LT : = Ce
trouble, of cougse, yith this scemario is that SDG&E “has control over

ot Sty -0--y».-- e dalniatastio g ~-~ I o
o Al . 1 M LWBUIT25 BT JLOW

what its.fuel oil sale losses will be.‘ If the CommisSion were to

-
Ty NG

ws
e hA.V)Y‘) fod -..). i)

adopt staff s estimate of $8 750 000 for fuel oil sa e losses for

ST LOel Ao am -'C' AVt i St A S L 3 Vot d MY A Ee it ot

the foregast period, _and “losses of that maqnitude occurred oy'éugust

' e » i e -
:-A-w,q— ' -v,-v,(-v-w ”ﬂ . (\Nﬁ ‘o :) l' -'(“ -t wi

1982 SDG&° could then refuse natural gas and hydropower ‘and burn Oil

ey = L. .
D ST L L0 L

for the remainder‘of €he forecast period. It is difficult for

:\-‘(-

San Diego to—understand”what "incentives fbrﬂproper fuéls management"

roman e Rl ket R oot o

are cfeated when the "possibility'of ‘rewards and”losses" are entirely

PR i) L
S la e SRD ANLOTN SN0 LINUING

RISy Do Sl o A

—_\w - n .nw

within SDG&E 's éontrol. X

e o .~ ~ .’-ﬂ P -»- .-'.- i~ e - ~ »A—. ".-.,....
LSS NI NQATTONOCD T - W WLRRL DU

T If the Commission adopted staff s estimate of $8 750, 00

AT snwry . -,
n el S OTLD - TOCmOVesS Dul '7.". <

'for fuel oil sale losses, and losses ofcthat maqnitude were booked -
WV ST LLTOROL D00 W20 L0L® 20 n0..sh 0% 2O3R0. T
by\August l982 ithhe Commission going to order SDG&E to»continue

SOLTT L. wl TONGOITOW BNy (oSN« Joludiind lid

selling fuel oil at a loss even though SDG&E will not 'be “able to

. i oy gy i . ABLS alsmiroy
aTn A DT IS e it TRIOD DL DNBU NlBRISSH

"**‘%-J-w-’ =
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-
- """"" ateIEntutadndii] "".-

recoup that add:.nonah. ‘.Loss" I.. ‘so, is’'the chmssi‘on going“to ‘hold”
SDG&E harmless from the almost me\ntaﬁle*‘shareholders 'D-actrons”v"’—"""
in v:.ew of °t.‘us d:.lema, ‘San Dmego asks” the Commnission to PECOnSTASr 1S ‘reatment

of fuel “oiT saIe ‘gains and losses“;‘c’“ wET o LRoaniisot od Inum SmGACOIg

o A vr'-vr‘.- o~ -\-\.- -

cC. Dlscuss;on < i - RIS MVLTGI LT mOSy Dmaoc~*
Rt " Though our ‘action today Wil Have noieffect’ onr'the® current’
electnc rates wh:.ch SDG&E charges its customers, our resolutionriofin

‘-..,.,.,. "

the outstand:.ng :.ssues {77 -SDGSE NS dnndal” ECAC reasonableness review

should “have & s:.gn;f;cant :.mpact “onr ‘e he& ‘futiure ‘conduct SFx .loperations

by SDG&'B- T mhe outsta.nqu “{sstes’ are~-as follows~~-- TSI Or unIvusy
T EETis
T :_Aexpenses from Januarx, Zl., .3.980.~th::ough Lo
June 30, 1981-

< T v ol TamT o moane

2. _ ”‘he appropr:.ate est;mated electr:.c “sales’ ana
i “resource mix for the AER" forecast’ period o <
- Aprdililio982 to October. Lk, 1982 . ymoT TR0

.."3. . The -appropriate.level of .estimated- losses onT
. fuel oil sales for the AER forecast _per:.od-

eI = \p-,—-.- -\1--""
- -

4. ‘I’he appropr:.ate 1evel of fuel oil :;.n- 1nventory

o s......l.lu:_' “:

T

-
NS

15 1 The redommended AER., 074t pllnnoteoey ovem oi L atud
Based upon our rev:i.ew we will not find ftha{tzCSDG&fsl':fs' operations

“uréhérﬂore, e wLLX “a.dopt SDG&E‘"S “estimated e-lec
mix €or “the- A:?: “forecast *per:.odl/ *‘However’, ‘we d’&'flndffsta‘ff' g oz
presentat:.on ‘Both-in general"and ‘with reéspect-to-the: reman.'nng:”:.ssues,

e Y

persuaswe. "It Cappears “€Hat "SDGEE "has beern unimaginative aswell ©
as ‘unrealtstic ‘In formulating and implementing ivs: ofl ‘supply:and‘ssz

P

-gas’ forecast:.ng policies. Loty on \wPillidolliavonn LoD DHLIMUBDS monve

-~ RS

i o w L dT S - ,,".-:_.,.‘L,‘z} P e il Lo e e e e PR R R Y
~ - -,

Toid noirriocone w ' Zi0CE 2uocqun o2

3/ ‘The-adopted-sales”figure-is-the’only relevant-datum>presented fn
the record:::3ased upon thevrecord:in-A.597388, .SDGLE S -genexal .~
_rate.case,.we believe.that the adopted sales estimate is s;gn;fl—
cantly u“derStatec, yet it Is the-only-usable-informationsS~To:3
T adjust fbr this.deficiency-irnthe . record:evidence, we_will. reject
«the applicant-staff stipulation and cirect that reveaues under
the AZR be collected subject to the ERAM. -TRTnom
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While we will not disallow any fuel-related expenses incurred
by SDGXE during the review period, we wish to state in the strongest .
terns tha.t a 'business_as usua;" a:pproach. by SDG&E to its chronic oil

- o
- wLa0iZrbon Tans jopsieinlaing

oversupply and gas. i‘orecasmng. proolems J.S unacceotable.

P r wr -
e e el 0 TOTI wEoLmTon TaDCE

Improved performance in resolving the excess o:,l and gas. reject:.on .

I L R -.-t.-h.l Cominw AWV R

problems must be realized. The continuing .and Lrushing ,bu.rdens

[ AR L J iy
-

imposed upon ratepavers dur:.ng this period of pervas:.ve,_econom;.c.

difficulty may, well: require, radical departures ,f::om txi@\tional utility
management .- ~

—~ - o »ﬁ,.-\ b "
TLC LOTRNNOINID nrl o fenwads 000 folfw aodse Dizdonla

wo oy oo Whidler contractuals rights to millions Of, Joarrels of oil, may

l.«\,..‘ L'}....U--q.»u«_-ow

provide  SDG&E: with;the security .of knowing ‘c.ha.t~> At can continue o ,prov;de

Vidie a0

service to its customers: even.dn the event .several _h;.ghlyq improbable,
circumstances, occur,-the, time -may -have..come- when JLatepayers are ’
unwilling or unable “to ‘pay ‘for suck high l'eve?ls: of security. The

) A-—p"“

cost of ensurmg that SDGLE will be able tq continue prova.dmg service

. ey ,...4-..,-.

,.-.-w

TATTD

even in a worst l-;"ase scenarq.@ may ba.ve .x'eac&xed unacceptabl’y high levels.
SDGLE requests " 3.22 million~Barrels? Sncludingt2.5 mlls.on barrels of
'LSFO cor:espondmg to~140~ days‘*mm “as -an :L‘nventornyorf‘the year. .Staff counters

oL ,-\,..-» ~e

an :.nventory of J. 5 mn.ll:.on barrels f’or bot“h res:.dua'I’ and d:.esel fuel

r‘-rr. e qr '....,

burn. is more reasonable. We find .sggﬁgtﬁ “gqggrgrgenq;m:aon JLeasonable,
: and: we; will adopt -it.. mmn

N ateT, R punAe e e Y - NN
SO LW UW WD IV MUQ ooty Boost

Coomns o -SDG&E prov:.ded insuflicient -evidence RO -support its requested

_z~.inventory -level.. - -SDG&E, merely -Asserts —that.,abnormal weathe: cond:.t,\.ons

A i .
-

in the form-0f. 2 ¢cool or coldmwmter ‘will. occu:‘apprommateﬂy 20
-0f: the -time -~and will: -leave -0 gas.. avaz.lable io: ~power= p.a.ant x:tsc-:J,,‘,J__~
No credible probaba.lny analys:.sﬁwas presen,ted. to, supporr. the ¢laim

: -
w\*-.- - \.-.-L)M\..-Jc

even assum.ng gas unava:.lab:.l:.ty, no probatl,v_e.:.. ﬁv_':.gqnccg: ﬂa_s; :Rrgqeq._g%d ‘
o support SDG&E's propos»ition that it requ;‘.res 140 days of oil burn

&Y *\Z

r;allv t"ze-e was I:.ttIe or—..o ~ana3:vs..s of»the —el:.ab:.l:.ty-vand*

S Todudetaly e -

probab:.l:.tv of other optxons. : ucb as purchaseg":en rc'w a :.n-'them svent
W w Ly vl lw v g -J S Jedds V...u felche]

~of a‘-worst-case”scenarzo-w:.n wh:.chno gasqs,avu-able for f:.ve«w:nte..
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LoLEo Iaut e
sezzaizonens o ZASLE2 aattrell arinio 2 SV 02 Nas?
We must aqree that SDG&E: s requested fuel oil :.nventory
sowg T wmODIID SHITRmINTIATE JIGVh 07 sa llew & oTonel a3 Lnus
levels appear .to. be drwen by :.t.s ©oil contract, oblmgatzons rather

; s
AL nmaal QiDL SWUNIIICD onlnclIiur ww sl lkn LOCSILD WOnr O

than by reascnable project:.ons o£ _x;xeed and rel:éabl}a.ty. _The other
L a wwae L ‘(-'\u-\- il W e W R Re e Bl .ﬁ.—di - P w ..)\n -av...,

plausible explamtxon of SDG&E s req_uest involves SDGSE’ s use of a

b e b e Sl e w e LA ."".n_- P It DD TEW I as TON I8 '.'3"3"1, '6,’,"_,

dete:ministic,rather -than pv-obabil:.stxc analysms Lf.its, fuel o:Ll

m.-.__y_. LI R P e a— - -uwn»nw ‘v-q.-\.

requirements-. ,Rather ~than_.analyzing the, p...obabx»l;ties of .various

3o SR W

events- occurzing -and .weighing..the, cost. of, ensu:,mg. aqa:.nst,,the:.:'-

. occurence, SDGEE appears.content PO‘&@S&SI‘,I}E-_-RE;:EQ% WOT'S%: C35€0 s o¢
and to request Commission-authorized expenses:.to.allowsfor-suchran
eventuallty - r:eqardless OFf its lzkellhood oL occurrence. There seems

- -~ ey e
e Pl SN ml’v\-\‘ - . PR - i

"%o be no othe:.- ‘sound explanatmn for SDGSE's, contmu;ng, ;naccurate

an e -~ a.—v" u_--’ th J-~_ e

forecast of gas ava:.labil:.ty. . - | . ]
*7 < In adopting“staff"s  recommended Tevel Of fuel oﬂ. in inventory,

M T L L ) ,..\u-n-..‘..‘--\— ot T -HUL.- -
we will also acceptiustatfts ssuggestion-that >the Zcost of each barrel
of excess olil over-tke allowed ﬁ;nvento:y be sharedL between the rate-
payers and the shareholders. “We: mll*"allo cate’ me, excess oil turdern

TR et e B

equally between the. Tatepayers.. and. the snarenola.ers. And, since

c_—— - b WO e Wl s

SOGE's carrymg, costs: for: o:Ll~ dnv: storage are.atout 38 per tarre.l,

- "l‘ltlﬁ -

we will-: allow ‘$L_per barrel .for eacn bar"'el o .0dl in excess of

e Tl - ..‘...w.gu

authorized mvenl:ory to be pllced in the AER:._ cn N
"With respect to the treatment -of- fuel.vo:il\aale losses, we will

accept SDGEE's recommendation and continue treatment.ofrsuch expenses

iz the ECAC balancing account for now. This action is taken, solely, to re-
£lect the uncertainty surrounding the issue of SDG&E's scheduled fuel oil
deliveries and the prospect that SDG&E may accomplish certain reductions
in 1ts current fuel oil contracts. We note that D.82-04-073 issued
April 12, 1982 directed SDG&E to show cause why the Commission should
not require SDGGE to suspend or reduce deliveries of residual fuel oil
scheduled under {ts existing contracts with HIRI and Tesoro.
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By maintaining treatment of fuel oil sale losses in ECAC, we .
seek to avold compromisiqgﬂ 03: ~li.mi.t:mg SDG&lfe?:g_negotih.ﬁat‘;ng posture with
HIRI and ‘reaorq As wel'l as to avoid prejudging the outcme of our order

Rl

to lhow clune. whﬂe ' auchorize com:f.nued 'ECAC bllanc:[ng. accoxmt

-—.-,.»-.h,-. 'n--.-—,,- oy’ —,-..A

treamnt of fuel oﬂ sﬂe loues we yill pIace SDG&L‘ on notice that
" any request for nnowance of auch expenses £n the LNovember ECAC wﬂl

ey

be” subj ected “to” very rtgorous Comiuion scrut::tny'"‘ “Our “dectsion” today
abould in“ne ‘way ‘be “construed as- carte” blanche"aut:horit:y "for 'SDGEE™ to
sell fuel oLl “{rrespective of the leveliof: the “Toss, nor-should fev2

be construed “as’ accepting—SDG&D s estimate >f A SF15/BBE. Yossoons fuel
oil* gales-as ~relsonlb-1 {0 DUIITGRINS-n0InRIMmOT JasrneT o

[
RN el ity W in - - . poN - oy . vnd ﬂ ,e L L 0L S
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‘I.n_ suz, ou. cal atlo of' SDG«"“ s:AER for the seven-zonth

cTonr seITr X% LOUOZ warlo on of o
3

period will’ THelude the Toll owing elements:
wriladnlioves noo 30 rraoootod

. L. . SDG&Z's estimates of electric, s3les and.its

7 'resource mix’ project;ons ‘and“estimated costs
£for: the sseven-month-AER cforecastoperiods

- 982122, 000 For -the icarryite costsoof the t2osxe o
toneos 3UEhOrized- fuel- oil din inventory: of. ans s~z 2~ avae
ERRRR Rl m:z.‘lln.on bar::el& *

we " T m i
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"3, -Kna1lowance oF §6.880-000° '('S4/bb TR e
T 2L 1eJ20,000 bblsilexcess: oil): for: ml:,‘:,n":':::o srIall
.inventory in excess of- the, aczopted reascnaple-.

;..vento y volume of IS 'n..IIzon Yar’t els- and e

p-— -. \m.\ \vwo,d-.,-«

oW
T¢s {oorn
. 4-‘ $2,038, 000 ix underI:.ft pe-:a}.t:.es sta.pulated
7o -7 to-Dy-stafffand®SDGEEY, Yo S SoPTeaT ila

o ‘I'herefore‘ 3 ‘tbe AER -adopted* for ~SDG&E“w'fI“ : be ‘caleulsted ™
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Since we are adopting the recommendation of “Botn+ ta:ff ‘and

SDG&E to decrease ECAC and base rates so that the AER can be imple-
mented with no change in total electric rates, the adopted rates

will be: Ll .-

AT e
Sl 2 Adopted ] Adopted o AdOPted, , - Adopted
AER Rate 27 Ipyse-Rate™ ‘gcac Rate” "  Total Rate
T.gife}imi - 0.439 4.677 220 .3-:8'64331_ . 8.980
Demestic o 220 lnzelil . .
Nom‘feline 0.439 4.677 PN NN 12,635

mew ﬂ_o ---J-d-/-t- -

Nondomesti‘c 0.439 oS 5o ﬁJDG_B‘,q 2 .
S:u:ce lpri‘l 1, 1982 represents the beginning,ot..the AER forecast period,

- DaViDu a

and we' are already three weeks beyond that da,te,_ the adopted rates

=] _,.,....._- e d et

should“ become effective immediatel Ve, ,wzll ;S0 order .

.o yptaienlind

Pznally, we will re;terate our encouragement :to SDGLE to

L - -.-“-'a-—._- " GV ae w may

d:.liqentlv pursue efforts to nnprove :.tsa gas. supply forecasting and

'

to reduce its oil oversupply. While we will fo:go .~ imposition of
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a penalty at th:Ls t:Lme, the problem is of suoh 2, serious- nature that

-d-.p-.s/ sl e

m-.zs placed on notic:eathat we’ will- cons;dema- penalty in future

ey

ECAC annual reviews if SDGSE failsstorelieve thesexcess oil and gas. .

== vo-ﬁ""

. e

rej ect;on.«problems in the reascnably . near . future:zoSDGEE's ratepayers
will not be forced: to. continue- to underwrite Tthelstatusique.

F:Lnd;,ngs of, Fact 5n5 2osT orldonari Tol os'w;“& La

" frera ry

Teys -'"By Application (A.T ‘60865 SDG&E‘ r:’equgsts authority to make
FE 3o Y pedithuiiv RCA

““changes‘in its base rates and ECAC billincf factors and’ to include

- -.(lf-
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2. A.60865 requests authorlty to deorease ECAC rates so that
T Rc I ZC 2LH0XD uvu vano

the AER can be” implemented w:.t‘b no change in total electric rates

Lralond r

or total revenue requitément. W \32l1&.0 o £IA no sgods liw oW
3. The AER typically includes:
a. 2x of fuel and purchased energy costs:

b. Gains or losses from sale of fuel oil,

underlift payments, and facilities
charges; and

Carrying costs of fuel oil in inventory.
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4- The AER forecast period for this applicatxonpds:the::fg
seven—modth éerlod from‘hp:;l”I‘”I982'throuqh*Octobefxél 1982.
s SDG&E’s estimate of CHETeLECErid saYed during the oIzck

forecast perzod £or purpoees ‘of c&iculatinq‘the RER“Vs'"based on the
ava;lable znformatlon and is adopted. CMARE wiI ooz

e .
o et

60 SDG@E s estxmate of the résource-mix-and~rts constituent
costs during "fhe forecast perzod °for purposesLof“calculatlnq*the Tz
AER is based on the most recent), reliable information and is adopted.
7. 1.5 million barrels of fuel oil-~incinventory is a reasonable
level toZbemaintained:forrthe-seven-month=forecast.period.
:78.n Underlift-paymentszof $2,0352000 duringothe~seven-month
'fofecastiperiod:are‘reasonable:q ofr Hzow Y:iﬁzoﬁzog 2z \,O;pgimrag
S.
_ and glven the pendency of our order to SDG&E to show cause why 1ts
- fuel oil deliveries-should not_be. suSpended losses on fuel oil

. — i am s e

RO SR P =iy

sales should continue to be treated in ECAC for now.
10. $6.; 880 000 is a reasonable amount.to allow SDG&E—for-oxl

e s
" A o mia b

in inventory in excess of the adopted reasonable inventory Jolumes
of< 1.5 million?barrels. TTaLk e;;,o

11.
revenues of $24;2 m;llion, decreases in ECAC and base rates? willﬁo/
produce s;m;la: reduction Ln.revenues.
ST 12. SDG&E s operations and'expenses“for-the*periovaanuary-l980
through Jure 30, 1981 were" ¢ reasonablels ~-o%h San pmiliiowoslioovil
. 13. 1In view of the delay beyond'the*ré%fﬁioh?d&%e,O%heIDUES-
effeoilve date of this order*should‘be'todayi Solinaven WL

14. The rates and charges -authorized by this’decision are::
just and reasonable: the present rates and charges, insofar as they
differ from those prescribed by this decision, are for the future
unjust and unreasonable.

-
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3. Revenues collected under the AER shall be aubject
to the ERAM.
This order is effective today.
Dated April 28, 1982 , at San Francisco,
California.

JOHN E. BRYSON
President
RICHARD D. GRAVELLE
LEONARD M, GRIMES, JR.
VICTOR CALVO: ‘
PRISCILIA C. GREW
Commissioners
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APPENDIX A

List of Appearances

Applicant: William L. Reed, Jeffrey Lee Guttero, and Randall W.
Cc)gildress, Attorneys at Law, for San Diego Gas & Electric
mpany.

Interested Parties: John W. Witt, City Attorney, by William S.
Shaffran, Deputy City Attormey, for City of San Diego;
Daniel E. Gibson and Bernmard J. Della Santa, by Bernard J.
Della Santa, Attorney at Law, and Richard L. Jensen, for
Pacific Gas and Electric Company; Margaret E. Thomas, for
Southera California Edison Company; tone S. buiich, Jr.,
Attorney at Law, for California Farm Bureau rederation; and
Michel Peter Florio, Attorney at Law, for Toward Utility

te No zation.

. Commission Staff: Michael B. Day, Attorney at Law.
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We must agree:that SDG&E's requested fuel oil inventbry
levels appear to be driven by its oil contract obligations rather
than by reasonable projections of need and reliability. The other
plausible explanation of SDG&E's request involves SDG&E's use of a
deterministic rather than probabilistic analysis of its fuel oil
requirements. Rather than analyzing the probabilities of various
events occurring and weighing the cost of ensuring against their
occurence, SDGXE appears content to determine the worst case
and to request Commission-authorized expenses to allow for such an
eventuality - regardless of its likelihood of occurrence. There seems
to be no other sound explanation for SDG&E's cortinuing inaccurate
forecast of gas availability. ' ' '

In adopting staff's recommended level of fuél'oil in inventor
we will also accept staff's suggestion that the cost of each barrel
of excess oil over the allowed inventory be shared between the raﬁe—
payers and the shareholders. We will allocate the excess oil burden
equally between the ratepayers and the shareholders. And, since
SDG&E's carrying costs for oil in storage are atout $&€ per barrel;
we will allow $4 per barrel for each barrel of oil in excess of

authorized inventory to be placed in the AER.

With respect to the treatment of fuel oil sale losses, we will
accept SDGSE's recommendation and continue treatment of such expenses
in the ECAC balancing account for now. This action is taken solely to re-
flect the uncertainty surrounding the issue of SDG&E's scheduled fuel oil

deliveries and the prospect that SDG&E may accomplish certain reductions
{n its current fuel oil contracts. We note that D.82-04-073 issued
April 12, 1982 directed SDG&E to show cause why the Commission should
not require SDG&E to suspend or reduce deliveries of residual fuel oil
scheduled under {ts existing contracts with HIRI and Tesoro.
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By maintaining treatment of fuel oil sale losses in ECAC, we
seek to avoid compromising or limiting SDG&E's negotiating posture with
HIRI and Tesoro as well as to avoid prejudging the outcome of our order
to show cause. While we authorize continuved ECAC balancing account
treatment of fuel oil sale losses, we will place SDGSE on notice that
any request for sllowance of such expenses {n the November ECAC will
be subjected to very rigorous Commission scrutiny. Our decision today
should {n no way be construed as carte blanche authority for SDGSE teo
sell fyel ofl ixrespective of the level of the loss,nor should it
be construed as accepting SDG4E's estimate of a $15/bbl. loss on fuel
oi{l sales as reasonable.

Ir sum, our calculation of SDG&E's AZR for the seven-zenta
periced will include the following elements:

1. SDG&Z's estimates of electric sales and its
Iesource mix projections and estimated costs
for the seven-month AER forecas: period;

$8,122,000 for the carrying costs of the
authorized fuel oil in inveatory of
1.5 million barrels:

An allowance of $6,880,000 ($4/bh1. x
1,720,000 bbls. excess oil) for oil in
inventory in excess of the adopted reasonable
inventpry volume of 1.5 million Sarrels; and

4. $2,035,000 in underlife peénalties stipulated
to by staff and SDGSE. :

Therefore, the AER adopted for SDGSE will be calculated
as follows:
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1.

13.
14.

tem Cost SM
Fuel and Purchased Power Expense )
Nuclear $ 2,792.7
Natural Gas 162,548.8
Diesel 0il 3374
Residual 0il 113,636.9
Purchased Power 69,874.2
NARCO Fuel Service Charge 907.0
Variable Wheeling Expense 503.4
Less Revenuve from DWR (735.1)
Total of Lines 1l+2+3+4+5+6+7-8 349,865.3,
2% of Line 9 f 6,997.3
Carrying Cost of Fuel Inventory 8,122.0
Allowance for 0il in Inventory in Excgss
Adopted Reasonable Inventory Volumeil/ 6,.880.0
Underlift Penalties 2,035.0
Total of Lines 10+11+12+13 24,034.3

15.
16.

17.
18.

CPUC Jurisdictional Line 14 x 0.993491 23,877.9
Adjusted for Franchise Fees and

Uncollectibles (1.0121) 24,166.8
Estimated seven-month sales 5,510.18 MMkWh
Apnual Energy Rate (AER) ‘ |

Line 16 & Line 17 0.439¢/kWh

1/ 1,720,000 excess bbls. x $4 = $6,880,000.

We will adopt an AER of 0.439¢/kWh for SDG&E,
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Since we are adopting the recommendation of both staff and
SDG&E to decrease ECAC and base rates so that the AER can be imple-
mented with no change in total electric rates, the adépted-rates

Adopted Adopted Adopted Adopted
AER Rate Base Rate ECAC Rate Iotal Rate
Domestic ' '

Lifeline 0.439 4.677 3.864 8.580

Domestic
Nonlifeline 0.439 4.677 7.519 12535

Nondomestic 0.439 6.168

Since April 1, 1982 represents the beginning of the AER forecast period
and we are already three weeks beyond that date, the adopted rates
should become effective immediately. We will so order.

Finally, we will reiterate our encouragement to SDG&E to
diligently pursue efforts to improve its gas supply forecasting and
to reduce its oil oversupply. While we will forgt imposition of
3 penalty at this time, the problem is of such a serious nature that
SDG&E is placed on notice that we wi%; ignsxder a penalty in future
ECAC annual reviews if SDGEE fails to_ghd’the excess oil and gas
rejection problems in the reasonablflnear future. SDG&E's ratepayers
will not be forced to continue to underwrite the status quo.

Findings of Fact: ’

1. By Application (A.) 60865 SDG&E requests authority to make
changes in its base rates and ECAC billing factors and to include
an AER factor.

2. A.60865 requests authority to decrease ECAC rates so that
the AER can be implemented with no change in total electric rates
or total revenue requirement.

3. The AER typically includes:

a. 2x of fuel and pPurchased energy costs:

b. Gains or losses from sale of fuel oil,
underlift payments, and facilities
charges: and

Carrying costs of fuel oil in inventory.

-
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4. The AER forecast period for this application is the
seven-month period from April 1, 1982 through October 31, 1982.

5. SDGAE's estimate of the electric sales during the
forecast period for purposes of calculating the AER is based on the
available information and is adopted. ‘ _

6. SDG4E's estimate of the resource mix and its constituent
¢costs during the forecast period for purposes.df calculating the
AER is based on the most recent, reliable information and is adopted.

7. 1.5 million barrels of fuel oil in inventory is a reasonable
level to be maintained for the seven-month forecast period. ‘

8. Underlift payments of $2,035,000 during the seven-month
forecast period are reasonable. |

9. Due to SDG&E's ongoing negotiations with oil suppliers
and given the pendency of our order to SDG&E to show cause why its
fuel oil deliveries should not be suspended, losses on fuel oil
sales should continue to be treated in ECAC for now.

10. $6,880,000 is a reasonable amount to allow SDG&E for oil
in inventory in excess of the adopted reasonable inventory volumes
of 1.5 million barrels. ‘

1l. The adopted AER is 0.439¢/kWh arnd will generate annual
revenues of $24.2 million; decreases in ECAC and base rates will
produce similar reduction in revenues.

l2. SDG&E's operations and expenses for the perioed Januvary 1980
through June 30, 1981 were reasonable.

13. In view of the delay beyond the revision date, the
effective date of this order should be today.

14. The rates and charges authorized by this decision are
just and reasonable; the present rates and charges, insofar as they
differ from those prescribed by this decision, are for the future
unjust and unreasonable.
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Conclusions of Law

1. SDG&E should be authorized to change its rates as set
forth in the following order; those rates are just and reasonable.

2. Revenues collected under the AER should be subject
o the ERAM. ‘

3. Today's decision should be issued on an interim basis
in view of the pending order to show cause in A. 60865. :

TINTEEL" o RDER

IT IS ORDERED that:

1. On or after the effective date of this order, San Diego
Gas & Electric Company (SDG&E) is authorized to file with this
Commission, in conformity with the provisions of General Order'96-A,
revised tariff schedules reflecting the following rates:

S£/kWh _
Effective

AER Rate Base Rate ECAC Rate  Rate

Domestic - P ,
Lifeline 0.439 4.677 3.864‘ 8.980

Domestic - - S
Noplifeline 0.439 4.677 7.519 . 12.635

Nondomestic 0.439 6.168

The revised tariff schedules shall be,effective'nét less than five
days after £iling and shall apply only to service rendered on or
after the effective date thereof. .

2. Revision dates for SDG&E ECAC proceedings as set forth
in D. 924%6 shall remain unchanged.




